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STATEMENT OF MANAGEMENT RESPONSIBILITY BY SENIOR OFFICIALS

Management is responsible for the preparation and falr presentation of these quarterly financial statements in
accordance with the Treasury Board of Canada Standard on Quartery Financial Reports for Crown Corporations
and for such internal controls as management determines i necessary to enable the preparation of quartery
financial statements that are free from matesial misstatement. Management is also responsible for ensuring all
other information in this quartery financial repont is consistent, where appropriate, with the quarterly financial
slatements.

Based on our knowledge, these unaudited quarierly financial statements present faidy, in all material respects the
financial posstion, results of operations and cash flows of the corporation, as al the date of and for the peniads
presented in the quarterty financial stalements,

1({.,‘{ }dtutc,f

F'mﬂdents-nd Chief Expcufive D!Foi:

hﬂlﬁHﬂhﬂh&h

Vice President, Corporate Services
and Chief Financial Officer

Ottawa, Canada
January 31, 2013
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FINAMCIAL STATEMENTS

Statement of Financial Position
as at December 31, 2012

(Unaudited)
at Decembser 31 IR =g S g | o March 31
{ir1 Ehawrsands of dollirg) 2012 Eﬂ 2012
Amgaly
Curnent
Cash and cash eguivalonts 8,265 13,4448 12,267
Acoouns recahabhs
Trada 4D 228 27
Goverment depanmants and sgencies 554 260 asg
Prepaid expersas 465 220 1,717
5,793 14,154 14,563
Restricied cash, cash equivlents and recaivables 2012 2.0m 2078
Collections 1 1 1
Capital assets (note 3) _205,490 206,608 205,565
217.296 223,035 222,208
Liabilsias
Currant
Apcounts payabe and aocrusd kabilties
Trade 2,483 1,854 3,058
Gaverrenénl dapartmants and Bgencies 206 1 114
Carmant portion - obligation under capital lease (nole 4) 480 520 5a2
Bppropriaticns (nobe 5) 6,545 8,328 B, 70
Ernpirnyes futune banedils 1,238 24 1,863
10,953 11,525 14,375
Dbligation urder capital lease (nole 4) 28,248 20,728 29,580
Deferred capial funding (nola &) 168,245 166,593 185 575
Employee future bonefits 5130 3693 3,320
229,576 231,538 232,850
Accumulated Defick
Unrestricted (2.102) 1,221 (828}
Endcwment {robe T) 305 305 205
Ivvestment in capital assets (note 8) {10,483} {10,030} {10,132)
- 12,2800 (B, 504) (10,685}
217,196 3,005 222,205

The acoompanying noles fenm an integral par of the financial stabemends.
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FINANCIAL STATEMENTS

Statement of Operations
for the nine month period ended December 31, 2012

(Unaudited)
Decamilser 31 Dacesmibar 31 March 31
(i ehowsands of dollars) 2012 2011 012
Fhiwenu
Commercial oparations (robe 10) 3,008 2,435 3,551
Cortributions 1,322 243 634
Educatioral programmas 14 250 353
Irteresl 110 121 154
Scienlific sendces i} =] e
Ot 0 e 3
4,708 3,170 4,
Expenses (nobe 12)
IPulblic aducation T.333 4,704 6,713
Coflpctions manmgemant 1,562 1,544 2,13
Resaanch 3.9 3085 4421
Irdisrnal Sarvices 4 551 4,923 T.53T
Accommodaton 15,200 14,511 16478
31,964 28,771 40,667
Mot resull of operalions before government funding (27,256) (25,601) (35,544
Parkamantary appropriations (note 9) 25631 25,000 33,194
Mot resultl of operations (1.625) (Ba1} (2,750}
The stcompanying notes Sam an irdegrad part of the financial statements.
Statement of Changes in Accumulated Deficit
for the nine manth period ended December 31, 2013
(Unaudited)
ST Decemser 31 March 11
[in Beastann of cotarsd ind P apial 1812 i mz
diturubited Dufcd, beginrng of year [l W (18R {10,R85) (7.0 (7008
il rarie o oy lerE [LE 1] 11.885] LR [l s ]
Mol chnge In iamman in caplal svesi (now 5] £l s g e
Accummiated Delicl, snd of paricd L Ell] o] (19 453 {1 ) Lt (13852
Tra e orr ¥ nant o e

A Statement of Remeasurement Gaing and Losses has been excluded as there have Been no remeasurement
gains or kosses.
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FINANCIAL STATEMENTS

Statement of Cash Flows
for the nine month period ended December 31, 2012
(Unaudited)
Cocamber 31 Dpcomber 31 March 31
{ir Bhousands of dollprs] 12 2011 2012
Oparating activities
Cash receipis - cusiomens 3.2 3,354 6,904
Cash receipts - parkamantary appeopriations 18,877 20,249 25,114
Cash deburseameanis - empioyess {10,881) [ 10,8849) {16,133)
Cash dsbiursements - suppliers (12,832) {10,534 {14,037)
Irderest receied 123 144 173
Irferest paid {2,230} (2,268) {3,008)
Cash provided by {used in) operating activities 3,652) 1 fsem)
Capital activities
Acquisition of capllal assets {6,010) {1,203) {1,951)
Appropriations used to puichass depreciable capital assels 8010 1,283 1,951
Cash provided by {used in) capital activities . = =
Investing activities
Decroase [increasa) in restriched cash, cath agquralents
and recehabbes B4 (287} [2T2)
Cash provided by (used i) Investing activities [ [26T) (272}
Financing activities
Obbgation under captal lsase (304) (358) (484)
Cash provided by (used in] financing activities (304 (258) (484)
Docrease in cash and cash equivalents (3,982) [5T4) {1,753}
Cash and cash aquivalents, beginning of year 12,267 14,020 14.020
Cash and cash equivalents, and of pariod 8,285 13,448 12,267

The accompanying notes form an inlegral pat of e Tinancisd slatesrants
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Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unaudited)
{in thousands of dollars)

1. AUTHORITY AND MISSION

The Canadian Museum of Mature (the “*Corporalion”) was established by the Musepms Aol on July 151, 1990, and is an agent
Crown cofporation namad in Parl | of Schedule 1l of the Financia! Administraion Act and is not subject o the provisions of
the income Tax Act

The Corporation’s mission i 1o increase, throughout Canada and intemationally, interest in, knowledge of and appreciation
and respect for the natural world by establishing. mainfaining and developing for research and posterity a collection of natural
history objects, with special but not exclusive reference to Canada, and by demanstrating the natural world, the knowledge
desived from il and the undersianding il represents,

Brief descripions of the Corporation's activiies ana as follws:

Public Education
The Corporation develops and mainiaing exhibitions, programmes, the nature.ca websie, electronic and print
publications. and activithes to foster an undarstanding of, and respect for, nature.

Collections Management

The Corporation devedops, preserves and makes accessible collections of nalural hislory specimans, objects and
informafion to meet the growing needs of the public and private seciors for research, educafion and informed
decision-making aboul the natural world,

Research .
The Corparafion studies the past and helps Canadians prepare for the fulure by conducting systemabics and
applied research, and by dewaloping and maintaining networks and linkages with Canadian and mnbernational

Internal Services

The Corporation devslops and implements the policies, processes and  an accountabiity struchure and processes
ko oversee the Rulfilment of its mandale, including govemnance, siralegic direction, corporate serdces, moniloring of
cofporale performance, reporting lo Pardiament and revenue ganeraling ackivies.

Accommodation
The Corporation provides secure and functional facilities thal meet all safely and buikling oode requirements.
Among thase faclities is the renovaled Victora Memorial Musaum Building tha furthers the vision and mandate of
the Corporation.

2, SIGNIFICANT ACCOUNTING POLICIES

Efective Aprl 1%, 2011, the Corporation adopted Canadian public seclor accounsing standards (PSAS) for public sector nod-
foe-profit organizations. The financial statements have been prepared in accordance with PSAS and reflect the following
acoounting policies.

A} Basis of Presentation
The Corporation has prepared its financial sialements as at December 31, 2012 by applying Section 4200 of the PSAS

refating 1o not-for-profit organizaions with restatemant of the unaudited quarierly financial statements al December 31, 2011,
Al March 31, 2011 the organization was classified as a government business-type crganization (GETO).

CANADIAN MUSEUM OF NATURE 7



Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unaudited)
{in thousonds of dollars)

The December 31, 2011 comparative figures were restaled as a consequence of adopting in e previous year, PSAS
applicable for public seclor nol-for-profit organizaions inciuding the 4200 series of accounfing standards applicabla for
GNPC's. The Corporaion was required fo recognize a Eability for compensated absences including sick leave benefits.
Basad on an actuarial repor the Corporation recognized a Eability of 31,753 in the fowrth quarter of the previous year. As a
resylt the December 31, 2011 comparafive figures wera restabed ko accownt for an increase of 51,753 in liabiles related to
employes fulune benafits with a comesponding increase in unrestricied accumistated deficit,

The Corparalion apples e deleral method 1o recognize contribufions for not-for-profit crganizafions.
B) Use of Estimates

The preparation of financial statements in accordance with PEAS for government nol-for-profit orgenizafions requines
managament to make esimales and assumplions thal affect the reporfed amounts of assets and liabiities at the date of the
fnancial stalements and fhe reported amounts of revense and expensas for the year. Employee future bensfits and the
estimated useful iives of capital assets are the mest significant ilems for which estimates are used. Actual resulls could differ
significantly from those estimated. These estimates are reviewed annually and as adjusiments become necassary, they are
recorded in the financial stalements in the fiscal year which they bacome kndwn.

C) Collections

The Corporation holds and preserves invaluable collections of natural history specimens for the benefit of Canadians, present
and future. The collections are shown as an assel on the Stalement of Financial Position at a nominal valve of $1 due lo
praciical dificulies in defermining a meaningful value for these assats. Objects purchased for the collections are recorded as
an expens in the year of scquisition. Objects donated to the Corporafion are recorded as assals al the nominal vake.

D) Capital Assets

Capilal assals are recorded al cosl. Assets recorded as capilal keases
are nitially recorded at the preseni value of the minimum lease
payments at e inceplion of the lease, Land and building cwned by the
Gavernment of Canada and that are under the conbrol of the Corporation
are recorded at thelr estimated cost. Amoeiization is calculated on the
straight-ine method using rates based on the esimaled useful ke of the
assels,

Materiad and equipment aoquired for fhe purpose of the design,
development and mantanance of axhibils ane charged 1o operations in
the year of acquisition,

E} Employeo Future Benofits

i Pension benafiis

SubstanSally all of the employees of the Corporation ane covered by the Public Service Pension Plan (the “Plan”), a
contibulory defined benefil plan established through legislation end sponsored by the Governmend of Canada. Conbribulions
are required by both the employees and the Corporafion to cover current sarvice cosl. Pursuant 1o legisiation currently in
placa, the Corporation has na legal o constructive obligation ko pay furher confributions with respect lo any pasl senvica of
funding deficiencies of the Plan. Consequently, conlributions are recognized as an expanse in the year when employees have
rendefed service and represent this iotal pension obligation of the Corporaion

8 CAMADIAN MUSEUM OF NATURE



Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unauvdited)
fin thousands of dollors)

i] - Ssvarance benglisand sick loave benafits

Employees are entited [o severance benelits and sick leave benefils, as provided for under kabor oonlracts and conditions of
employmenl. The cost of these benefits is accrued 1o operations as the employees render the sarvices necessary 1 eam
them. Management datermined the accrued saverance benafit chigation by using a malhvod based upon assumptions and its
best estimates while an actuanal method is used o determine the value of the sick leave obligation. The actuarial gains and
losses are amortized over the expecled average remaining senvice life of the related employee group. The severance benafits
represent the only abigation of the Corporation thal enlails setfement by Future payment.

F) Revenue Recognition

Revenues from commercial operations, educational programmis, scentific senicas and other revenues are recognized when
persuasheg evidence of an arrangement exists bebween the fwo parfies, goods have been delivered or services have been
provided bo the customers, price |5 Foed and determinable and collection is reasonably assured. The Corporation also records
deferred revenue when amounis are received in advance of providing goods and senvces,

G) Parliamentary Appropriations
The Govemment of Canada provides: Snancing o the Corporation through pafiamentary appropriabions.

=  The parliamentary appropriations for operating expenditures are recognized as revanus in the fiscal years for which
Ihery are appeoved.

» The parkamentary appropriafions allacabed io the purchass of depreciable capial assefs are recorded as defarred
revanue, conlribubions and pariamentary appropriations on the Slatement of Financial Posiion, When depreciable
capital assels are purchased, the porion of the parfiamentary approprations used for the acquisition of thase
capital assels is then reclassified as deferred capital funding on the Siatement of Financial Position and recognized
& revenue on the Statement of Cperations on the same basis as the amortization of the cormesponding capital
assels,

» Padiameniary appropriations allocated fo spacific expenses ane deferred in the Statement of Financial Position and
recognized as revenus in the Statement of Operations in the fiscal year in which the relaled expenses ane incurred,

The Corporalion is required to report on the spending of appropriaions in its annual repart.
H) Donations
Donations are comprised of confributions received from indiiduals, faundations and corparations.

Unrestricted contibutions afe recognized as revenios in the Statement of Operations when received of receivable if the
amoumn bo be received can be reasonably esfimated and collection is reasonably assured.

Contnbutions extemally resinicled for speciic projects or expenses are deferred in the Statement of Financial Posiion and
recognized as revenus in the Siatement of Oparalions in the fiscal year in which the refated expenditures are incumed.
invastment income related o restricted contribuions is firs{ recorded in the Statement of Financial Peastion and then
recognized as revenue in the Stalemeni of Oparations in the Bscal year in which the relaled expenses are incurred,

Externally resiricled endowment stipulaing that the prncipal of the endowment fund be maintained permanently is recorded
a5 direcd decreases o accumulated deficit during the period in which they ana recaived. Investment income on the
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Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unaudited)
{in thousands of dollars)

endowment is externally restricled for specfic purposes and is credited to the accumulated deficit until it is used for specific
externally restricted purposes when it is then recognized as revenue in the Statement of Qperations.

Ij Velurteer Services

Voluniears contribute a significant number of hours every year. Due lo the difficulty of determining their fair value, confribuled
services ana nol recognized in the financial statements.

J} Financial Instrumants

Afler inilial recogndion al fair value, the measurement of financial instruments dapands on their classication. The
mm&mwmwmmmmMNMmm

Assat | Liabdlity Classification Measunemant

Cash and cash equivalants Hedd for irading Fair walma
Resirichsd cath and cash equevalents Hﬂ#hrlali'rgm Faer value
Accounls receivabla Lesains @nd receivables Amoriized cosl
wmﬁmmmwm Cihver Enancial Babiliies Amortized cosl

Any unrealized Buctuations in the fair value of cash and cash equivalents (unrestricted and restricted) would be reporled in
the Statement of Remeasurement Gains and Losses, Any realized gains and lasses would be reciassified in e Statement of
Operaions. Financial insiruments ana tested annually for impairment al the financial statements date, and any permandnt
impairment would te reporied in the Statement of Operations. Transaction costs ane recorded as expenses in the Staternent
of Operations in the year incurred.

All financial instruments measured al fair value must be classified in fair value hierarchy levals pricrtizing the valuation
Iachriques used o delerming the fair value of a financial instrument based on whether the inputs o these lechniques are
ohservabla of unchsarvable:

»  Leval 1 - Financial mstrumeants ane considersd Level 1 when valuation can be basad on quoled pricas in aclive
markets for identical assels and lisbiles.

s Level 2 - Financial instruments ane considened Level 2 when they are valued using quoted prices for similar
asseds and Eabilities, qualed prices in markets thal are not active, or models using inputs that are observable.

= Level 3 - Financial instruments are considered Level 3 when their values are determined using pricing models,
discounied cash flow methodologies o similar tschniques and M least one signiicant modal assumplon of input
i% unobservable.

The Corporation’s cash and cash equivalents (unrestricled and restricted) comesponds 1o the Leved 1 fair value hieranchy
classificaBon.

10 caMADIAN MUSEUM OF RATURE



Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unaudited)
fin thousands of doflors)
3. CAPITAL ASSETS
Decembar 3, December 31,  Banch 31,
fin thousands of dolars) 2012 2014 Mz
Cosl  Accumulated Met book Cost  Accumulated Metbook  Mel book
amortization value amarization wilug value
Land BT - G527 . &y 627
Vicloria Mamaral Museum Bullding 204,737 27 a5t 177076 204727 22 46 182,081 180827
Praperty under cagityl loase 35,040 16,602 18431 35080 15617 19,423 19,174
Coflection cabinets and compaciors 3 1,713 2,024 1530 1,506 20M 2,047
Liasetold impiovements BIH 042 5,282 343 1,678 1,760 2009
Fumishings and cffice squipmén 1,368 851 47 1,25 888 m B2
Resaanch equipment 3404 3,180 M 3,293 3083 28 236
Computer equipment 2,878 2757 119 2802 252 176 140
Building improwements 1472 304 1,168 144 [} 6 60
Gengral quipment 4E5 43 12 s kFL 4 B3
Molor vehicles i 30 42 42 : -
26 56,580 235,404 48,595 206,809 565

The amortization expensa fior the period amounts to $6,095 (December 2011: §5,359).
During the period, the Corporation did nol dispose of, of write off any assats.

4. OBLIGATION UNDER CAPITAL LEASE

The Matural Heritage Building houses the Corporation’s natural hislory collections and administrative functions, on the
Corporation’s e in Gatineau, Quebec. The Corporation is acquiring the bullding through a lease purchase agreament with a
berm of 35 years. B is commilied to pay rent under all circumstances and in the event of termination of the lease, al the
Coeporation's oplion of otharwise, pay sufficient rent o repay all financing on the building. Managemant intends o completaly
discharge its obligation under the lease and oblain free tile (o the building in 2031, after the Ciorporation uses is right to
purchase the building for fen dollars,

Future minsmum lease payments, by year and in aggregate, under the financing obligation are as follows:

Obligstion wnder capital leass

fin Mwoutards of dollars] at December 31, 2012

a2 - 75
Fig k] 875 3,500
2014 3,500 3500
a5 3,500 3,500
il 3500 3,500
a7 3 500 3,500
Thereafter N 50,750 50,750
Todal minimum future payments 0 @5626 89,125
Deduct Impuled interest (35,897) (38,877)
Prasent valua of financing obligations 29,728 30,248

(1) T amounts payabie under the capitsl kease an based on the fxnd inerest rate of 8.88%, lor & period ol 35 years, estabdshed al P fime of signing

ihe e
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Notes to the Financial Statements
for the nine month period ended December 31, 2012

{Unaudited)
fin thousands of dollars)

5. DEFERRED REVENUES, CONTRIBUTIONS AND PARLIAMENTARY APPROPRIATIONS

Conlributions received and appropriations that are restricted for a specified purpose are deferred, and recognized as revenue
i e Becal year that the refaled expenses are incunmad.

Funds recesved by the Corporaion for Museum operalions, educational programs, or scientific senices. that are nol yal
eamad fhrough the provision of goods or senvices, are dederred by the Corporaticn, and recognized as revenug in the fiscal
yoar thal the earmings probess is culminaled,

Deferred revenues. conlributions and appropriaions during the peried were as follows:

Decamber Docambar March

i fousands of dobars) a2 2011 22
Dedprrad contibutions from nan-govemnment sounces 1,378 1,730 2,010
Deferred parliamantary appropriations 5,048 6,500 6,500
Total deferred contributions and parliamentary appropriations 6428 8.230 8,510
Delesred revenues - goods and sesvices 117 28 280
£,545 8,326 8,780

—— e —————

mmmmmwmmmmmmmwmmmmmvmmm

Dacember
{in Mousands of dolrs) m

Batance. begnning of year 8,780 BAST
Add
Restricted contribuSions received an 568
Restrcted parliamantary appropeiations received 4851 1542
Dederred reveniss for this provizaon of oods and sanices 247 170
5,569 2,080
Less :
Dufesred revenue of the previous year for the provision of goods and services (410 (330)
Restricted confributions recagnized {1,103} (243)
Rastricted parfiameniary approgriations spent {6,302} {1 638)
{7 B18) (2.211)
Balance, end of peried 6,545 8,326

e
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Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unaudited)
fin thowsends of dollars)

fi. DEFERRED CAPITAL FUNDING

Deferred capital funding represents the porion of the parflamentary appropriations used o purchase depreciable capital
fesals,

Changes in the deferred capital funding balance are as follows:

Decomber March

{in housands of dolins ) 2011 2012

- Batance, beginning of year 189,881 169,861

Appropriafions wsed bo purchase capital assels 8010 1.295 1,951
Amcetization of delemed contributions relaled ko capital assels {5,340} (4,583) (6,257)

Balance, end of period 186,245 186,593 185,575

7. ENDOWMENT RESTRICTIONS

An endowment fund from Anne and Henry Howden in the principal amount of 3305 as well as a significant entomological
collection were received. The endowment was established 1o enable prolessional sludies and research of entomoiogical
collections for the Corporation,

The enlire amount reslicted for endowman! purposas B subjecl o exlemally imposed resinctions. shipulating thal e
resowces be maintained permanenly in the prncipal of the endowment fund. Investiment income on the endowment s
exiemally resticied for specilied purposes and i credited 1o he accumulaled defcit untd it & used for specific purposes of
(he exiemaly imposed restichions, af which Gme il is recorded a3 revenue in (he Statement of Operations. bn the avent that
the Corporation decides nol 1o maintain entomological coliections, the Systematic Entomology Endowment Fund shall be
fransderred, along with any entomalogical collections, o the Royal Ontario Museum,

B. INVESTMENT IN CAPITAL ASSETS
A Theinvestment in capital assets consists of Be following:

Decombar Decomber March

fim topnsands of dodlars) 2012 2011 202
Capital assats 205490 206,809 205,565
Less amounts financed by capital lease (29,728) {30,246) (30,122}
Less amounis financed by defarred contribuions relaled to capital assets (186,245) (186,593 (185,575)
(10,483) (10,0300 {10,132)

CANADIAN MUSEUM OF NATURE 13



Notes to the Financial Statements

for the nine month period ended December 31, 2012
(Unaudited)
(in thousands of dollars)

B. The net change in investment in capital assels is calcutated as follows:

Decembar December March
[in Mouzands of doldars) 2112 . a1 2012
Capilal assal additions E,010 1,295 1,851
Add: repayment of pbligation under capital lease 404 358 483
Less: capilal assats financed with deferred capital contribuSions (6,010) {1,295) {1,951)
Capital assals purchased with the Corporalion's funds 404 355 383
Amcrtization of deferred capital contributions 5,340 4583 6,257
Amorization of capital assets (6.05) (5.359) (7.261)
Net change in investment in capital assels (351) (418) (521)

9. PARLIAMENTARY APPROPRIATIONS

To achiave ils mission, the Comporation relies on government funding, This govemnment funding is comprised as follows:

December December March

iy Bhusands of dollrs | 2012 2014 1012
Appropriations approved:

Ciperaling and Capital Budgels 24 B50 A6 28,555

Supplementary Budgets a7

24, B50 21,416 28,552

e e (4851) (1,342) (1,789)

Appropriations used fo purchase depreciable capilal assets (6.010) {1.295) (1,951)

Amartization of deferned capital funding 5340 4 583 8,257

Appropriaticns recognized during the period 25631 25,000 13,124

14 CANADIAN MUSEUM OF NATURE



Notes to the Financial Statements
for the nine month period ended December 31, 2012

(Unaudited)
{in thousands of dollars)

10. COMMERCIAL OPERATIONS
Commercial operalions revenue is comprised as follows:

December Decembear March

fin Micacheincs o ol 2012 2011 2012
Admission faes 1289 1,845
Parking 453 656
Rental of faciliies a4 403
Boutique and cafederia leases 172 204
Memberships 115 24
Publishing royaities 2 2
Publishing revenues 14 17
2435 315

11. RELATED PARTY TRANSACTIONS

The Corporation is refated to all Government of Canada departments, agencies and Crown corporations. In addition fo those
refaled parly transactions disclosad elsewhere in these financial statements, the Corparabion Incurred expenses for the work
and services provided by other govemment departments, agancias, and Crown cofporations tolaling $3,1596 (2011 - $3,016;
year ended March 31, 2012 - §3,174), and eamed revenues iotalling $202 (2011 - 348; year ended March 31, 2012 - §55).
Thesa transactions were conducted in fha noemal course of operations, under the same lerms and condifions thet applied fo
ouskde parties and recorded at the exchange amaunt.

12. SUMMARY OF EXPENSES BY OBJECT

Decamber Dacembser March
fin thousands of dollars) 2012 2011 iz
Personnel costs 10,881 10,889 16,133
Amortization of capital assels 6,095 5359 7.261
Operalion and maintenanca of bulldings 2,820 2,980 4,021
Interest on capital lease obligation 2230 2,258 3017
Real property taxes 22 1,556 261
Professional and special senvices 2636 1,801 2724
Exhibitions 2606 1,059 1.406
Information management infrastructure and systams #60 Eaz 1.388
Repairs and maintenance 50 576 694
Marketing and communications 1,033 §24 &n
Travel 178 245 42
Freight and cartage 38 44 68
Others 123 B2 111

31,564 28,11 40 66T
—————————————————————————————————————————————————————————————— e —————————————————————————
13. COMPARATIVE FIGURES

Cartain comparative figures have been reclassified o conlform o the presentalion for the nine month peniod ended Deosembser
3,22
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MANAGEMENT DISCUSSION AND ANALYSIS
(Unaudited)

Overview

These quarerly financial statements must be read in conjunclion with the Canadian Museum of Nalure's mosl recent audied
annual financial statements for the year ended March 31, 2012 and with the namative discussion included in this guarlerty
financial report.

mmmaumapﬁmmﬁismmrﬁmsnmmﬂmummnmummmm
the context of the governancs and acoountatility regime established in Part X of the Financis! Administrafion Act. To this end,
the Museum's Board of Trusteas and Management are commitied to managing tha public and privale hunds invested in the
Musam in a fransparenl, accountable manner and o oplimizing the value of the confribution the Mussum mekes fo
Canadians and ko Canadian society.

The sirategic directions for the Museum acknowledge the inbenl fo be a leading souwrce of nalural hislory knowledge and
scienfific. inguiry for scienlists and the public, thus contribuing a distinclly Canadian perspective lo the global body of
knowiedge. The Museum will dissemingte the results of this scientific inquiry, thus helping inspire Canadians fo acl
conscionably about the natural environment. A5 a public institution, the Musewmn also wishes fo conlinue to demonsirale
accouniabilty, value and fiscal effectiveness through achieving measurable, meaningful results.

dchieving financial sustainabiity has been, and will continwe to be, one of the main priodties of the Museum. The Mussum
has in place a number of strategies designed o manage both known and anticipated pressures. An enterprise risk
managemenl approach is being vsed fo manage these siralegies and pressures in suppodt of the vision fo be a national
inshitution providing maximeim value and servios 1o e publc.

Significant Changes

On Juna 27 the Museurn abolished 10 positions, the majodity affecting the inlemal services area in order lo address its
structural deficil (operating funding gap). While this iniative may result in the reduction of some service lewvels, it will not
impact on e abdity of the Musaem to Tl iis mandate. This iniiative B expected o contribule signiicantly in ensuring the
fong ferm financial sustanabibty of e Museem

Revenue

Revanue for the first nine months of the year amounted 1o 34,708,000, an mcrease of $1,538,000 or 49%, compared o fe
$3,170,000 for the first nine months of the previous year. This is mainly due to an increass of $1.079,000 in the recognition of
conlribulions as exhibition ackivily relabed bo the development of phase 2 of ke Vale Esth Gallery that openad on Movember
28, 2012. Revenue from commercial operafions increased by $661,000 or 27% to $3,096,000 from tha $2. 435,000 generated
in the Erst nine manths of the previous year. The increase in commercial operations is mainly due fo the infroduction of a new
peicing structure for admissions at the Victoria Memorial Museum Building which indudes a surchange for major lamporary
exhibiicons. Anclher contributor 10 Be indnease in commercial operations is the introduection of new programming such as tha
3D Theatre,

On an accrual basis, parfiamentary appropriations for the first nine maonths of the year amounted to $25,631,000 compared to
the 525,000,000 for tha first nine months of the previows year. The year ower year incréase is mainly due o the ulilization of
deferred pariamentary appropriations redabed (o capital assels.

Expenses
Expanses increased to $31,984 000 in the firsd nine months of the year fom the $28,771,000 reported in the first nine months
ol the previows year, Of the 53,193,000 or 11% increase, $1,547 000 is due o exhibiions costs redated fo the developmant of

phase 2 of the Valia Earth Gallery. Professional and special sarvices increased by $745,000 due to services primaily related
o augmenting publc education programmes and enhancing the visitor experience. Markefing and communications increased
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MANAGEMENT DISCUSSION AND ANALYSIS
(Unaudited)

by 3504,000 due to costs related ko the advertising of major temporary exhibilions. Recent acquisiions of capital assels
increased the amortization expense by $736,000, while real property taxes have increased by $56,000.

The costs of managing the Museum’s wo buiklings have increased since the complesion of the renovated Vicloria Memaorial
Museum Buildng. Accommodation expensas amounied o $15,208,000 for the first nine months of the year, which represents
48% of fotal expenses. The new museum-standard environmental confral systems and additional space that must now be
maintained al the rencvated Victoria Memorial Museum Bulding have placed an additional severe pressure on the Museum's
operaling budgel. The Museum conlinues bo explore additional faciliies cost reduction and conbrol measures in order ko
minamize the financial impact on its programimes.

Net Result of Operations

The nel result of operalions for the first nine months of the year was a loss of $1,625,000 compared o the loss of $601,000
reparted for the first ningé months of the previous year. The loss from operalions is mainty attributable to & fiming difference
between the recognition of parkamentary appropriations for operaing expenditures that are recognitzed in the fiscal year for
which they are approved and axpenses that ane recognized in the fiscal year they are incumed.

The olher contribulor bo the logs from operalions in the first nine months of the year is the accounting reatment refabisd 1o the
depreciation charges fior the Natural Heritage Building faciity localed in Galineau which is shown on tha Museum’s stalement
of financial posilion as a capital lease. This accounting reatment will keep the Museun's nel assels in a deficit pasition for
many years. The situation will begin o reverse near the mid-point of the lsase lerm and will complately reverse itself over the
full term of the lease. This does nol impact the Corporation's cash fiow or financial stability in any way.

Statement of Financial Position

Assols

The level of cash and cash equivalents of $8,285.000 as of December 31, 2012 represents a decrease of $5,161,000 or 38%
from the December 31, 2011 level of 513,446,000 mainly as a result of acquisitions of capital assels consislent with the
Museurmn's long term capital plan.

The decrease in capital assets reflacts the amorlizafion related 1o the Vicloria Memarial Museum Bulding and olher capital
assats,

Liabilities

Trade actounts payables and accrued kabdities increased by $628,000 from the §1,654,000 reporied as al Decernber 31,
2011 to the $2,483,000 as at December 31, 2012, as a resull of work related 1o capital projects on the Museum's two
faclites. Tolal employee fulsre bensfits of 34,256,000 as af December 31, 2012 compared lo the $4.517.000 as at
Decamber 31, 2011 represent a decrease of $148,000 or 3% due to a provision reconded for the elimination and the pay-out
of accumulated severance b employess for voluniary separation. As a result of collective bargaining and consistent with the
Government of Canada’s approach, effective Aprl 1, 2012, employees no longer accumulale severance pay upon resignation
of ratirement. The accumulated severance pay will be calculated at the rate of one week of pay for each year of sarvice.
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RISK ANALYSIS
(Unaudded)

The Museum has in place an enlerprise risk management framework designed to effectively and proaclively manage the risks
that could prevent the Museum from achieving its objectives. The Museum idenShies four risks and their relaled miligation

shralegies;

1. The risk thal markaling, communicalions and posiioning mechanisms will not sufficiently promole and
demansirabe the strenglhs and value of the Museum io Canadians and key stakeholders. The Museum wil
address this risk by ensuring thal adequate resocurces are allocated o the marketing of revenue-generation
activities and to the communication of research, collections and public education services to clients.

2 The risk that the lotal operating funds will not meet the Museum's resource requirements. This may result in
insufficient rescurces o develop adequabe programmes. The Museum will address this risk by conbinuing o
collaborate with ceniral agencies and by reviewing and moniloring its budgel looking for opporfunities for
efficiencies andior reallocations.

3. The risk that the revenue generation targets will not be achieved due o increasing competition for visilors,
rental of facliies and contribusions or other faclors. This may resull in insuficient resources fo develop
peogramenes, The Museum will address this risk by developing dvisional work plans in order o achieve targets
related lo commercial operafions and development and parfnerships, and by monitoring and revising the
didsional work plans when appropriate.

4, The rigk that there will be insufficient andior inadequately skilled human resources [e.g. number, capability,
skills, fraining and career development, recruiling, retaining, succassion planning) to achieve the Museum's
objectives and cumant and future needs. mmmlmmmwmmmm
plans; developing annual raining and development plans; and, by prowiding compatitive salanes and working
conditicns.
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