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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of the Vancouver Art Gallery Association

Report on the Audit of Financial Statements

Opinion

We have audited the financial statements of the Vancouver Art Gallery Association (the “Entity”),
which comprise:

e the statement of financial position as at June 30, 2023

¢ the statement of operations for the year then ended

o the statement of changes in net assets for the year then ended

¢ the statement of cash flows for the year then ended

¢ and notes to the financial statements, including a summary of significant accounting policies
(hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Entity as at June 30, 2023, and its results of operations, and its cash flows
for the year then ended in accordance with Canadian accounting standards for not-for-profit
organizations.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the “Auditor’s Responsibilities for
the Audit of the Financial Statements” section of our auditor’s report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.



KPMG

Vancouver Art Gallery Association
Page 2

Other Information
Management is responsible for the other information. Other information comprises the annual report.

Our opinion on the financial statements does not cover the other information and we do not and will
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit and remain alert for
indications that the other information appears to be materially misstated.

We obtained the information, other than the financial statements and the auditor’s report thereon,
included in the annual report as at the date of this auditor’s report.

If, based on the work we have performed on this other information, we conclude that there is a
material misstatement of this other information, we are required to report that fact in the auditor’s
report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Canadian accounting standards for not-for-profit organizations, and for such internal
control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Entity or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.
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As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit.

We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Entity’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on Entity’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’'s
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause Entity to cease to continue
as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

As required by the Societies Act (British Columbia), we report that, in our opinion, the accounting
policies applied in preparing and presenting the financial statements in accordance with Canadian
accounting standards for not-for-profit organizations have been applied on a basis consistent with that
of the preceding year.

Kins *
e L

Chartered Professional Accountants

Vancouver, Canada
February 28, 2024



VANCOUVER ART GALLERY ASSOCIATION

Statement of Financial Position

June 30, 2023, with comparative information for 2022

General Acquisitions Building Total Total
Fund Fund Fund 2023 2022
Assets

Current assets:
Cash and cash equivalents S - $ 1,281,542 $ 19,207,591 $ 20,489,133 S 50,258,547
Investments (note 4(b)) 186,920 1,115,538 81,807,260 83,109,718 29,081,784
Accounts and other receivables (notes 3,12, 15(a) and 20) 615,091 334,764 465,688 1,415,543 1,668,285
Prepaid expenses including exhibition costs 799,985 - 21,525 821,510 647,217
Inventories 562,971 - - 562,971 493,792
2,164,967 2,731,844 101,502,064 106,398,875 82,149,625
Investments (notes 4(a) and 14(b)) 1 - 2,089,796 2,089,797 2,103,411
Collection (note 16) - 1 - 1 1
Capital assets (note 5) 1,016,201 - 160,849 1,177,050 909,849
Building project under development (note 5) - - 28,904,449 28,904,449 14,903,887

$ 3,181,169 $ 2,731,845 $ 132,657,158 $ 138,570,172 $ 100,066,773

Liabilities and Net Assets

Current liabilities:

Bank indebtedness (note 6) $ 1,529,238 § - S - S 1,529,238 S 1,409,520
Accounts payable and accrued liabilities (note 7) 2,347,999 563,740 2,549,717 5,461,456 2,122,233
Obligations under capital lease - current portion (note 8) 31,524 - - 31,524 36,364
Deferred membership and other revenue 392,088 - - 392,088 297,510
Deferred contributons (note 9) 371,847 - - 371,847 1,157,464
Current portion of long term debt (note 10) 103,969 - - 103,969 101,550
Interfund balances 2,319,651 (242,729) (2,076,922) - -
7,096,316 321,011 472,795 7,890,122 5,124,641
Obligations under capital lease (note 8) 67,885 - - 67,885 94,572
Long term debt (note 10) 52,906 - - 52,906 156,892
Net assets:
Unrestricted (4,540,938) - - (4,540,938) (2,828,218)
Internally restricted (notes 2(a)(i) and 14(a)) 505,000 - 7,477,074 7,982,074 7,982,074
Externally restricted (note 14(a)) - 2,410,834 122,707,289 125,118,123 87,536,812
Endowment (note 14(b)) - - 2,000,000 2,000,000 2,000,000
(4,035,938) 2,410,834 132,184,363 130,559,259 94,690,668

Continuing Operations (note 1)
Subsequent Event (note 4(a))

Commitments (note 19)

$ 3,181,169 S 2,731,845 $ 132,657,158 $ 138,570,172 $ 100,066,773

See accompanying notes to financial statements.

Approved on behalf of the Board:

— Trustee Trustee




VANCOUVER ART GALLERY ASSOCIATION

Statement of Operations

Year ended June 30, 2023, with comparative information for 2022

General Acquisition Building Total Total
Fund Fund Fund 2023 2022
Revenue
Admissions $ 2,660,899 $ - S - S 2,660,899 $ 2,138,315
Fundraising (notes 14 and 15) 2,174,385 - 7,360,807 9,535,192 7,299,494
Retail operations (note 11) 2,563,626 - - 2,563,626 2,141,290
Investment income (note 13) 56,826 573,598 - 630,424 521,540
Memberships 719,266 - - 719,266 541,490
Public programming 69,813 - - 69,813 55,263
Rentals and food services (note 11) 1,002,263 - - 1,002,263 867,146
Sponsorships and corporate partners 481,601 - - 481,601 344,804
Vancouver Art Gallery Foundation (note 15 (a)) 411,999 337,526 - 749,525 708,319
Other 198,729 38,675 - 237,404 210,899
10,339,407 949,799 7,360,807 18,650,013 14,828,560
Government grants (note 20)
City of Vancouver 2,555,431 - - 2,555,431 2,336,057
Provincial 2,471,492 - 25,000,000 27,471,492 27,079,600
Federal & Other 454,000 - 3,909,964 4,363,964 888,389
5,480,923 - 28,909,964 34,390,887 30,304,046
15,820,330 949,799 36,270,771 53,040,900 45,132,606
Expenses
Administration and finance 2,686,712 4,766 - 2,691,478 1,721,091
Art acquisitions (note 16) - 872,999 - 872,999 565,610
Curatorial and programs 1,609,144 - - 1,609,144 1,489,393
Exhibitions 2,032,678 - - 2,032,678 1,010,570
Retail operations (note 11) 2,460,338 - - 2,460,338 1,996,446
Facility operations and security 3,722,890 - - 3,722,890 3,316,239
Marketing and advancement 1,682,152 - - 1,682,152 1,174,512
Building project planning and management - - 2,308,133 2,308,133 2,198,700
Museum services 2,240,975 - - 2,240,975 1,949,893
16,434,889 877,765 2,308,133 19,620,787 15,422,454
Excess (deficiency) of revenue over expenses before the denoted: (614,559) 72,034 33,962,638 33,420,113 29,710,152
Amortization of capital assets (172,595) - (234,092) (406,687) (367,113)
Equity loss on investments (note 4) (304,834) - - (304,834) (536,003)
Impairment loss on receivables (notes 4 and 12) (773,710) - - (773,710) -
Investment income (loss) - Building Fund (notes 4(b) and 14) 152,978 - 3,780,731 3,933,709 (153,512)
Excess (deficiency) of revenue over expenses (1,712,720) 72,034 37,509,277 35,868,591 28,653,524
Fund balance, beginning of year (2,323,218) 2,338,800 94,675,086 94,690,668 66,037,144
Fund balance, end of year $(4,035,938) $ 2,410,834 $ 132,184,363 $ 130,559,259 $ 94,690,668

See accompanying notes to financial statements.



VANCOUVER ART GALLERY ASSOCIATION

Statement of Changes in Net Assets

Year ended June 30, 2023, with comparative information for 2022

Internally Externally Total
June 30, 2023 Unrestricted Restricted Restricted Endowment 2023
Balance, beginning of year $(2,828,218) $ 7,982,074 $ 87,536,812 2,000,000 $ 94,690,668

Excess (deficiency) of revenue over expenses (1,712,720) - 37,581,311

Interfund transfer (note 14) - - -

- 35,868,591

Balance, end of year S (4,540,938) $ 7,982,074 $125,118,123 2,000,000 $130,559,259
Internally Externally Total
June 30, 2022 Unrestricted Restricted Restricted Endowment 2022
Balance, beginning of year $(2,769,050) $ 8,028,079 $ 58,778,115 2,000,000 $ 66,037,144
Excess of revenue over expenses (105,173) - 28,758,697 - 28,653,524
Interfund transfer (note 14) 46,005 (46,005) - - -
Balance, end of year $(2,828,218) S 7,982,074 $ 87,536,812 2,000,000 $ 94,690,668

See accompanying notes to financial statements.



VANCOUVER ART GALLERY ASSOCIATION

Statement of Cash Flows

Year ended June 30, 2023, with comparative information for 2022

2023 2022
Cash provided by (used in):
Operating:
Excess of revenue over expenses $ 35868591 S 28,653,524
Amortization of capital assets 406,687 367,113
Equity loss on investment (note 4(a)) 304,834 536,003
Unrealized (gain)/loss on investments (182,074) 1,061,483
Net change in non-cash operating working capital.
Accounts and otherreceivables (notes 3,12, 15(a) and 20) 252,742 332,960
Prepaid expenses and exhibition costs (174,293) (259,352)
Inventories (69,179) 17,581
Accounts payable and accrued liabilities 3,339,223 (694,162)
Deferred membership and other revenue 94,578 107,889
Deferred contributons (785,617) 426,324
39,055,492 30,549,363
Investing Activities
Accrued interest on term loan for Bistro (note 4) (104,383) (70,445)
Working capital demand loan repaid by (advanced to) Bistro (note 4) 100,000 (242,043)
Purchase of capital assets and building project under development (14,674,450) (2,366,557)
Net redemption (purchase) of short-term investments (54,060,558) 1,905,354
Net redemption (purchase) of long-term investments (72,139) 1,129,054
(68,811,530) 355,363
Financing Activities
Increase (decrease) in bank indebtedness 119,718 (167,879)
Repayment on obligations under capital lease (31,527) (81,773)
Long-term debt repayment (101,567) (99,096)
(13,376) (348,748)
Increase (decrease)in cash and cash equivalents (29,769,414) 30,555,978
Cash and cash equivalents, beginning of year 50,258,547 19,702,569
Cash and cash equivalents, end of year S 20,489,133 S 50,258,547
Supplementaryinformation - non-cash transactions:
Capital assets acquired under capital lease obligations - 157,622

See accompanying notes to financial statements.



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

Purpose of the Organization:

The Vancouver Art Gallery Association (the “Association”) is a not-for-profit organization incorporated
in April 1931 and registered under the Societies Act (British Columbia). It is a registered charity for
Canadian income tax purposes. Its objectives are to establish and maintain an art gallery for the
perpetual benefit of the City of Vancouver and its citizens.

1. Continuing operations:

These financial statements have been prepared on the basis that the Association is a going
concern, which assumes that the Association will continue to realize its assets and discharge its
liabilities in the normal course of operations. For the year ended June 30, 2023, the Association
had an excess of revenues over expenses of $35,868,591 (2022 - $28,653,524) which includes a
deficiency of revenue over expenses of $1,712,720 (2022 - deficiency of revenue over expenses
of $105,173) from the General Fund.

The Association continues to focus on revenue growth in areas such as admissions, membership,
retail operations and philanthropy. Included with the philanthropy initiative is a renewed focus on
a comprehensive fundraising campaign that will provide necessary funding in both capital and
operating requirements on a sustainable basis.

While the Association has recorded revenue growth in recent financial years and is optimistic
regarding its future growth initiatives, it continues to ensure that plans are in place in the event its
financial results fall short of expectations due to factors that are beyond management control,
including but not limited to unforeseen economic uncertainties. Management will continue to
monitor the on-going environment and the resulting financial impact on its cash and budget
forecasts and will adjust its operations as required to ensure it fulfills its obligations and continues
its operations. The Association will continue to adapt to any changes in the environment through
prudent monitoring and management of its budget.



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

2. Significant accounting policies:

These financial statements have been prepared by management in accordance with Canadian
Accounting Standards for Not-For-Profit Organizations and include the following significant
accounting policies:

(a) Fund accounting:

These financial statements include the undernoted funds which are segregated for purposes
of carrying on specific activities as described below:

()

(if)

The General Fund reflects the results of general operations of the Association. The
General fund also includes internally restricted net assets established for the purpose of
accumulating and managing capital in support of future working capital and other
contingency needs of general operations.

The Association holds $505,000 in funds held restricted for the purpose of meeting future
working capital or other contingency funding needs of the General fund. These funds
were previously presented as a separate Operating Capital Fund in the financial
statements. Through the approval of the Board, this fund has been amalgamated into the
General Fund and is now presented as internally unrestricted net assets as part of the
General Fund.

The Acquisitions Fund was established in 1984 through funds from the sale of the original
Georgia Street building and receives restricted income earned by The Vancouver Art
Gallery Endowment Fund for Acquisitions of Art and other contributions received for the
purpose of art acquisitions. The Association also receives restricted income from The
Vancouver Art Gallery Foundation (the “Foundation”) which has established several
acquisition endowments funds (note 15(a)). The purpose of the Acquisitions Fund is to
manage the funding and expenditures on the art collection (the “Collection”) of the
Association.

(iii) The Building Fund was established in 2008 for the express purpose of accumulating,

managing and distributing funds to plan, develop and build a new Vancouver Art Gallery
as well as to provide funding either through endowment or direct gifts to support the new
buildings operations. The Building fund also includes restricted interest earned on pledge
payments made by private donors subsequent to fiscal 2016 based on an average
investment income on the Association’s investments, as well as any unrestricted
investment income earned and transferred to the Building fund as approved by the
Board. See note 14.

Also included in the Building Fund are endowment net assets which consist of donations
for which the donor specifies that the principal amount be invested in perpetuity. Interest
and investment income are recorded in either the unrestricted or restricted funds in
accordance with the endowment terms of reference. All fundraising and administrative
expenses, with the exception of investment management fees, are charged to the
unrestricted fund. Investment management fees are allocated on a pro-rata basis based
on the investment balances within each Fund.



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

2. Significant accounting policies (continued):

(@)

(b)

(c)

(d)

(e)

(f)

Fund accounting (continued):
(iii) (continued):

In addition, the Life Benefactors Endowment Fund was initially established in 1989 and
the income from the Fund is intended to finance special projects as determined by the
Board of Trustees. This fund is permanently restricted and administered by the
Vancouver Foundation as described in note 13 and is not included in these financial
statements.

Subsidiary:

The Association accounts for its investment in the 1931 Gallery Bistro Inc., a wholly-owned
subsidiary of the Association, using the equity method. Under this method the Association’s
100% share of the investee’s earnings/losses is included in determining the Association’s net
income and is adjusted against the carrying value of the investment shown on the Statement
of Financial Position.

The Association periodically reviews the investment for impairment. Significant impairment is
adjusted against the carrying value of investment.

Cash and cash equivalents:

Cash and cash equivalents consist of cash and highly liquid investments with terms to
maturity of three months or less at the date of acquisition.

Short-term investments:

Investments which either have maturities within twelve months of the balance sheet date or
can readily be liquidated are classified as current assets.

Prepaid exhibition costs:

Prepaid exhibition costs consist of exhibition expenditures, excluding advertising and
promotional costs, that have been paid by the Association, the benefits of which relate to
exhibitions held subsequent to year-end. These expenditures are recognized as exhibition
expenses over the duration of the exhibition.

Inventories:
Inventories are comprised primarily of the following categories:

(/) Books, jewelry, paper products, gifts, reproductions and clothing held-for-sale in the
Gallery Store are stated at the lower of cost and net realizable value. Cost is determined
on a weighted average basis.

(it) Owned artwork held-for-sale or rental in the Art Rental & Sales Department, where the
Association is the title holder and ultimate beneficiary, is stated at the lower of cost and
net realizable value.

Costs for inventories include all costs incurred in bringing inventories to their present location
and condition. Net realizable value is defined as the anticipated selling price less the costs to
sell. Any previous write-downs to net realizable value are reversed when there is a
subsequent increase in the value of inventories.



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

2. Significant accounting policies (continued):

(g) Revenue recognition:

The Association applies the restricted fund method of accounting for contributions. Restricted
contributions for which a corresponding restricted fund is presented are recognized as
revenue of that fund in the year received or receivable. Any externally restricted contributions
for which there is no corresponding restricted fund is recorded in the general fund, using the
deferral method of accounting. Under this method of accounting, revenue received with
specific external restrictions is deferred and recognized in the period the related expenses
are incurred or the restrictions are met. Annual operating grant contributions are recognized
on a straight-line basis over the period for which the grants are provided.

Contributions of or toward the purchase of capital assets under the general fund are recorded
as deferred capital contributions and amortized into revenue at the same rate as the
amortization of the related capital asset.

The portions of membership fees, sponsorships and exhibition loan fees relating to future
periods are deferred and amortized into revenue over the period of membership or exhibition.

Gallery Store, Artist Editions and Art Rentals & Sales revenues are recognized at the time the
sales and rentals are made.

Unrestricted contributions are recognized as revenue when received or receivable if the
amount to be received can be reasonably estimated and collection is reasonably assured.

Pledged donation amounts are recorded as revenue when the amount to be received and the
timing of collection can be reasonably estimated, typically when signed pledge forms are
received, and ultimate collection is reasonably assured.

Revenue and expenses related to fundraising and other special events, where the
Association is the principal to the events, are recorded on a gross basis.

Capital assets and building project under development:

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair
value at the date of contribution. Assets acquired under capital leases are amortized over the
estimated life of the assets or over the lease term, as appropriate. Repairs and maintenance
costs are charged to expense. Betterments that improve the service potential or extend the
estimated life of an asset are capitalized.

Building project under development includes design and architectural costs as well as
overhead costs directly attributable to the new Vancouver Art Gallery project. The carrying
value of these assets reflects the current project plan of the Association and will be evaluated
annually in accordance with the Association’s impairment of capital assets and building
project under development policy as described in note 2(i).



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

2. Significant accounting policies (continued):

(e) Capital assets and building project under development (continued):

(i)

(k)

U

Capital assets are amortized on a straight-line basis over the useful lives of the assets as
follows:

Asset Rate
Computers and software 3 to 5 years
Equipment 3 to 20 years
Furniture and building fixtures 5 to 25 years
Equipment under capital lease 3 to 15 years

Assets under development or construction are not amortized until the asset is available for
productive use.

Impairment of capital assets and building project under development:

The Association reviews for impairment the carrying value of capital assets to be held and
used whenever events or changes in circumstances indicate that associated future economic
benefits or service potential have been reduced. If such conditions exist, an impairment loss
is measured at the amount by which the carrying amount of the asset exceeds its fair value or
replacement cost.

Foreign currency translation:

Monetary assets and liabilities denominated in foreign currencies have been translated at the
rate of exchange in effect at year end. Non-monetary items, revenues and expenses are
translated at rates of exchange in effect when the assets were acquired, or obligations
incurred.

Exchange gains and losses are included in the determination of excess of revenues over
expenses for the period.

Pension plan:

The Association maintains a defined contribution plan for its employees. Pension plan costs
for the employees of the Association are funded annually and are charged to operating
expenses. These costs totaled $171,960 for the year ended June 30, 2023 (2022 -
$155,667).

Collection:

The value of the Collection, for both items purchased and contributed has been excluded
from the Statement of Financial Position except for a nominal carrying value of $1. The costs
of purchased collection items less nominal value are charged as an expense in the
Acquisition Fund in the year of acquisition.



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

2. Significant accounting policies (continued):

(m) Donated works of art, materials and services:

(n)

The Association receives donated works of art, materials and services, including services
from governance members, the value of which is not reflected in these financial statements
given the difficulty of determining the fair value.

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding derivative
instruments that are not in a qualifying hedging relationship and equity instruments that are
quoted in an active market are subsequently measured at fair value. All other financial
instruments are subsequently recorded at cost or amortized cost, unless management has
elected to carry the instruments at fair value. The Association has elected to carry all
investments at fair value except for guaranteed investment certificates, which are carried at
amortized cost.

Transaction costs incurred on the acquisition of financial instruments measured subsequently
at fair value are expensed as incurred. All other financial instruments are adjusted by
transaction costs incurred on acquisition and financing costs, which are amortized using the
straight-line method.

Financial assets carried at cost or amortized cost are assessed for impairment on an annual
basis at the end of the fiscal year if there are indicators of impairment. If there is an indicator
of impairment, the Association determines if there is a significant adverse change in the
expected amount or timing of future cash flows from the financial asset. If there is a
significant adverse change in the expected cash flows, the carrying value of the financial
asset is reduced to the highest of the present value of the expected cash flows, the amount
that could be realized from selling the financial asset or the amount the Association expects
to realize by exercising its right to any collateral. If events and circumstances reverse in a
future period, an impairment loss will be reversed to the extent of the improvement, not
exceeding the initial carrying value.

Measurement uncertainty:

The preparation of the financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the year. ltems requiring the use of management
estimates include the determination of useful lives of capital assets for purposes of
amortization, valuation of capital assets, building project under development and inventories,
allowance for doubtful accounts related to pledges receivable, and provisions, if any, for
contingencies. Actual results may differ from these estimates.
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

3. Pledges:

(a)

(b)

General Fund:

In accordance with the Association’s revenue recognition policy, included in accounts and
other receivables are pledges receivable of nil (2022 - $92,215).

Building Fund:

To date, the Association has received $198.4 million (2022 - $185.8 million) in private sector
pledges that were supported by documented agreements for the development of the new
Vancouver Art Gallery, excluding accumulated investment income earned from the Building
Fund of $12.1 million (2022 - $8.0 million). Of the total pledges, $35.1 million (2022 - $28.2
million) have been collected by the Association, and $25.1 million (2022 - $25.1 million) are
subject to return to donors should the building project not proceed. The outstanding pledges
have not been recorded as an asset on the financial statements as at June 30, 2023, as the
timing of collection cannot be reasonably estimated and ultimate collection is not reasonably
assured.

4. Investments:

(@)

Bistro:

As disclosed in note 2(b), the Association accounts for its wholly-owned subsidiary,
1931 Gallery Bistro Inc. (“Bistro”), using the equity method. The Bistro was incorporated on
July 26, 2019, under the Business Corporations Act (British Columbia) and began operations
on November 27, 2019. The Bistro’s purpose is to operate food and beverage services to the
Association’s gallery patrons and general public.

The Association has an Operating Management Agreement with the Bistro which includes
provisions for management and technology fees and interest chargeable on capital and
operating advances. During the year, the Association charged fees of $139,191 (2022 -
$118,504) to the Bistro, which are included in rentals and food services revenue in the
statement of operations. As at June 30, 2023, included in accounts and other receivables
were amounts due from the Bistro of nil (2022 - $214,875), as the amounts due from the
Bistro of $425,848 were impaired (see note 12).

The investment in the Bistro recognized in the General Fund as at June 30 is comprised of
the following:

2023 2022
Share capital $ 1 $ 1
Working capital loan 690,044 790,044
Capital construction loan 906,619 906,619
Loan interest 272,517 168,134
Accumulated equity loss on investment (1,869,180) (1,564,346)
Total investment $ 1 $ 300,452
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

4. Investments (continued):
(a) Bistro (continued):

The working capital loan bears interest at prime plus 0.5% and is payable on demand. The
capital construction loan bears interest at prime plus 3% and is repayable over a 5 year
amortization period to the maturity date of December 1, 2024. The Association has granted a
deferral on repayment of the loans until fiscal 2024. During the year, the Association
recognized interest revenue of $104,382 (2022 - $70,445) from the Bistro, which is included
in rentals and food services revenue in the statement of operations.

On December 4, 2023, the Association’s Board of Directors approved the execution of the
termination agreement with the Bistro to end the Operating Management Agreement,
coinciding with mutual approval by the Bistro Board.

The summarized financial position of the Bistro as at June 30, 2023, and its summarized
operating results and cash flows for the year then ended are as follows:

Financial Position 2023 2022
Assets $ 613,323 $ 662,880
Less:

Liabilities 2,497,400 2,227,225

Share capital

1

1

Accumulated deficit

$ (1,884,078)

$ (1,564,346)

Results of Operations and Cash Flows 2023 2022
Revenue $ 1,739,892 $ 1,567,865
Expenses (2,059,624) (2,103,868)
Net loss (319,732) (536,003)
Add: Change in non-cash working capital 306,984 181,309
Add: Amortization 150,629 159,616
Cash from operations, increase (decrease) in cash $ 137,881 $ (195,078)
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

4. Investments (continued):

(b) Portfolio investments:

The portfolio investments are comprised of the following at year end:

2023 2022
Investments held at amortized cost:
Guaranteed investment certificates — building fund $ 55,929,103 $ 2,443,862
Guaranteed investment certificates
— acquisition and general fund 1,302,458 -
Investments held at fair value:
PH&N fixed income funds 8,196,011 1,252,456
PH&N mortgage fund 3,070,382 10,605,176
RBC equity funds 2,244,282 2,349,472
RBC alternative investments 1,677,527 1,588,235
Waratah One Trust — income trust 10,689,955 10,842,583
Current investments 83,109,718 29,081,784
Investments held at fair value:
Endowment held at fair value - Jarislowsky Fraser
Global Balanced Fund (note 14(b)) 2,089,797 1,802,959
Long-term investments 2,089,797 1,802,959
Total portfolio investments $ 85,199,515 $ 30,884,743

The term deposits have maturity dates ranging between July to September 2023 with the
ability to redeem before their maturity dates without penalty and bear interest rates between

3.55% to 5.30%.

The breakdown of investment income net of fees related to the building fund investments

(note 14) is as follows:

2023 2022
Dividend and interest income $ 3,680,486 $ 731,956
Realized gains (loss) 71,149 176,015
Unrealized gains (loss) 182,074 (1,061,483)
Total investment income (loss) $ 3,933,709 $ (153,512)
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

5. Capital assets:

2023 2022
Accumulated Net book Net book
Cost  amortization value value
Computers and software $ 2,554,967 $ 2,295857 $ 259,110 $ 243,465
Equipment 1,379,299 1,278,925 100,374 108,328
Furniture and building fixtures 1,969,807 1,265,729 704,078 416,196
Equipment under capital lease 932,386 818,898 113,488 141,860
6,836,459 5,659,409 1,177,050 909,849

Building project under
development (a) 28,904,449 - 28,904,449 14,903,887

$ 35,740,908 $ 5,659,409 $ 30,081,499 $ 15,813,736

(a) Building project under development relates to costs incurred that are directly attributable to
the construction and development of a new Vancouver Art Gallery. Costs incurred to-date
primarily relate to project management, engineering, technical consulting and architectural
costs related to the development of the building’s conceptual design, schematic design and
design development. The capitalized costs to date are not amortized until the asset
construction is complete and is available for productive use.

6. Bank indebtedness:

As at June 30, 2023, the Association has an operating line of credit of $2.250 million (2022 -
$2.250 million) which bears interest at the bank’s prime rate plus 0.50% and is secured by a
general security agreement representing a first charge on the Association’s assets excluding:

(a) gifts, bequests and donations received by the Association with instructions for the specific
use not forming part of the general operating expenses of the Association; and

(b) any funds, including interest accumulated thereon received with respect to the relocation
related capital campaign, including without limitation all funding received from the Province of
British Columbia and private funding received for this purpose.

As at June 30, 2023, the amount drawn on the line of credit was $1.529 million (2022 -
$1.410 million).

7. Accounts payable and accrued liabilities:

Included in accounts payable and accrued liabilities are government remittances of $50,489
(2022 - $45,707), which includes amounts payable for PST, Employer Health Tax and payroll
related taxes.
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

8.

10.

Obligations under capital lease:

The following is a schedule of minimum lease payments under fixed-rate capital leases, together
with the balance of the obligation:

2024 $ 31,524
2025 31,524
2026 36,361
Total minimum lease payments 99,409

Interest (nil as implicit rate is 0%)

Present value of capital lease payments 99,409

Less current portion (31,524)
$ 67,885

Deferred contributions:

2023 2022

General Fund contributions:
City of Vancouver $ 142,829 $ 933,558
Other 229,018 223,906

$ 371,847 $ 1,157,464

Long-term debt:

Long-term debt at June 30, 2023 consists of a 48-month term loan facility for food services capital
renovations of $156,875 (2022 - $258,442) related to the Bistro (note 4). The loan bears interest
at a fixed rate of 2.394% (2022 - 2.394%) and has a contractual maturity date of December 17,
2024. Monthly blended payments of principal and interest on the loan are $8,882 due on the 17th
day of each successive month commencing on March 17, 2021. Contractual payments to be
made on long-term debt principal until maturity are as follows:

2024 $ 103,969
2025 52,906
Total $ 156,875
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

1.

12,

13.

Retail operations:

2023 2022
Sales:

Gallery store $ 1,644,680 $ 1,215,290
Art rental and sales 918,946 926,000
Retail operations 2,563,626 2,141,290
Rentals and food services 1,002,263 867,146
3,565,889 3,008,436

Expenses:
Cost of goods sold 1,342,338 1,148,695
Salaries and employee benefits 795,696 623,941
Administration 322,304 223,810
2,460,338 1,996,446
Excess of retail revenue over expenses $ 1,105,551 $ 1,011,990

The cost of inventories recognized as an expense during the year is substantially equal to cost of
goods sold.

Impairment loss on receivables:

As at June 30, 2023, management determined $773,710 of receivables were considered impaired
and written-off as it was probable that all the related contractual payments due would not be
collected in accordance with the terms of agreement. These receivables included uncollected
facility rentals, government grants from prior fiscal years and receivables from the Bistro.

Endowment funds held at Vancouver Foundation:

Endowment funds are permanently held and administered by the Vancouver Foundation.
Consequently, these funds are not included as assets of the Association in these financial
statements. These funds, at market and cost values, are comprised of:

2023 2022

The Vancouver Art Gallery Endowment
Fund for Acquisitions of Art $ 11,354,249 $ 10,728,657
The Vancouver Art Gallery Endowment Fund 1,064,751 1,006,453
Market value $ 12,419,000 $ 11,735,110
Cost $ 8,550,928 $ 6,129,838
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

13. Endowment funds held at Vancouver Foundation (continued):

14.

Under the terms of these endowment funds, the Association receives investment income earned
on the capital. Income for the year ended June 30, 2023, of $529,213 (2022 - $476,793) from the
Vancouver Art Gallery Endowment Fund for Acquisitions of Art has been recorded in the
Acquisitions Fund. Income for the year ended June 30, 2023, of $49,300 (2022 - $44,747) from
the General and Life Benefactors components of the Vancouver Art Gallery Endowment Fund
has been recorded in the General Fund.

Building Fund:

(a)

(b)

Building Fund Activities:

On March 31, 2008, the Province of British Columbia (the “Province”) made a grant to the
Association in the amount of $50,000,000, with a restriction that the funds be used for the
general purpose of planning, developing and building of a new Vancouver Art Gallery. This
grant funding along with all additional contributions received by the Association restricted for
the purpose of the new art gallery are recorded as externally restricted revenues of the
Building Fund in the year the funds are received. The Association received $36,017,820 of
such contributions in 2023 (2022 - $30,780,522), which includes an additional $25,000,000
grant from the Province.

During the year, the Association made disbursements of $16,726,646 (2022 - $4,423,161)
from the Building Fund related to the new Vancouver Art Gallery building project, including
$14,000,562 (2022 - $2,016,215) of costs capitalized to building project under development,
$183,859 (2022 - $87,895) of capitalized computer, software, and furniture and fixtures, and
$2,542,225 (2022 - $2,319,051) in other Building Fund expenses which have not been
capitalized.

Unspent funds are invested in accordance with the Association’s Board approved investment
policy. Any investment income earned on the Building Fund that is restricted is recorded as
revenue under the Building Fund. During the year ended June 30, 2023, the unrestricted net
investment income recognized on these investments and recorded under the General Fund
was $152,978 (2022 - investment loss $46,005).

Endowment:

The Association received capital contributions of $1 million from each of the Jarislowsky
Foundation and the Estate of Gordon Smith for a total of $2 million in fiscal 2021 for the
purpose of supporting the office of a Curator of Canadian Art, named The Smith Jarislowsky
Curator of Canadian Art. The investment income earned from the Fund shall be used by the
Smith Jarislowsky Curator of Canadian Art to support the office of the Association’s Canadian
Art activities. The Association recognized realized gains of $40,875 (2022 — $94,775), and
dividend and interest income of $45,283 (2022 - $52,071) and an unrealized gain of $214,698
(2022 - unrealized loss of $389,222) on its endowment net assets held in the Building Fund
during the year. The market value of the endowment investment funds at year end is
$2,089,797 (2022 - $1,802,959) (note 4(b)) and no distribution of funds were made during the
year.

17



VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

15. Related parties and economic interest:
(a) Vancouver Art Gallery Foundation:

The Foundation was incorporated in March 1998 and is registered under the Societies Act
(British Columbia) and is a registered charity under the Income Tax Act. Its purpose is to
receive, hold and invest bequests, donations, gifts, funds and property, the income from
which supports the programs, operations and activities of the Association. The Foundation’s
Board of Directors is elected by the membership of the Foundation, which consists of the
Association’s Trustees and the elected Foundation’s Directors. The Foundation has not been
consolidated in the Association’s financial statements.

The summarized financial position and operating results as at and for the year ended
December 31, 2022, the latest audited fiscal year end of the Foundation, are as follows:

Financial position 2022 2021
Assets $ 4,244,852 $ 4,815,634
Liabilities 212,526 340,974
Net assets $ 4,032,326 $ 4,474,660
Results of operations 2022 2021
Revenue $ 365,376 $ 1,008,154
Administrative and investment related expenses (40,649) (36,320)
Donation to the Association (767,061) (649,577)
Excess (deficiency) of revenue over expenses $ (442,334) $ 322,257
Cash flows 2022 2021

Cash from operations and investing activities,
being a net increase (decrease) in cash $ (153,068) $ 211,629

For the year ended June 30, 2023, the Foundation’s donation to the Association amounts to
$749,525 (2022 - $708,318). The Foundation also receives income on endowment funds,
which are permanently held and administered by the Vancouver Foundation. The market
value of these funds at June 30, 2023, is $12,445,039 (2022 - $11,763,198).

As at June 30, 2023, the Association has $276,493 (2022 - $383,529) in interest receivable
from the Vancouver Art Gallery Foundation.
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VANCOUVER ART GALLERY ASSOCIATION

Notes to Financial Statements

Year ended June 30, 2023

15.

16.

Related parties and economic interest (continued):
(b) Friends of Vancouver Art Gallery:

Friends of Vancouver Art Gallery (“Friends”) is a non-profit organization incorporated in the
United States in March 2003 and is independent of the Association.

Its purpose is to receive donations, gifts, funds, and property from residents of the United
States for the benefit of the Association. During fiscal 2023, Friends made a $279,429
(2022 - $32,215) donation to the Association, which is recorded in fundraising revenue in the
statement of operations.

(c) Other:

During the year, the Association recognized $491,360 (2022 - $887,290) in contributions from
members of the Board of Trustees, or organizations affiliated with these members,
comprising donations, sponsorships and special event support. The Association also
received certain contributions of art which have not been recognized in the financial
statements in accordance with the Association’s policy with respect to donated works of art.

Collection and Acquisitions Fund:
Collection:

The Association is responsible for the management of the Vancouver Art Gallery collection and
fine arts reference library. The collection is comprised of paintings, drawings, sculptures,
photography, prints and other visual art materials. Artwork in the Association’s collection, as held
for the perpetual benefit of the City of Vancouver and its citizens, demonstrate outstanding
cultural significance and is often certified as such by the Canadian Cultural Property Export
Review Board.

The Association incurred $872,999 (2022 - $565,610) in expenditures acquiring new works for the
collection during the year.

A nominal value of $1 for the collection is included in the statement of financial position of the
Association (note 2(1)).

Acquisitions fund:

During 2010, the Association received a bequest of $2,852,477 from the Estate of Anne Eliza
Winn, which is held externally with a trustee. As a condition of the bequest, funds may only be
used to purchase original works of art from the ‘Group of Seven’ and the Association is
reimbursed from the bequeathed funds at the time of purchase. During the year the Association
did not purchase any works of art for which the use of the fund could be utilized (2022 - nil).

Amounts are recorded as bequest revenue and art acquisition expenses under the Acquisitions
Fund in the year the purchase occurs. The market value of the unspent funds at June 30, 2023, is
$636,827 (2022 - $634,485).
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Year ended June 30, 2023

17. Remuneration to employees, contractors and directors:

For the year ended June 30, 2023, the Association paid total remuneration of $1,860,755 (2022 -
$1,554,583) to the top ten employees and contractors for services, each of whom received total
annual remuneration of $75,000 or greater.

No remuneration was paid to any member of the Association’s Board of Trustees.

18. Financial risks:

(@)

(b)

(c)

Liquidity risk:

Liquidity risk is the risk that the Association will be unable to fulfill its obligations on a timely
basis or at a reasonable cost. The Association manages its liquidity risk by monitoring its
operating requirements. The Association prepares budget and cash forecasts to ensure it has
sufficient funds to fulfill its obligations.

Credit risk:

The Association is exposed to credit risk related to its accounts and pledges receivable. It is
management’s opinion the related risk is not significant due to the nature and credit
worthiness of the counterparties and that the amounts are only recorded when ultimate
collection is reasonably assured. A provision is provided against the receivable based on any
potential impairment as determined by management. The Association is exposed to credit
risk with respect to its cash deposits and investments held. The risk of loss is considered low
as the deposits and investments are highly liquid and held with reputable financial institutions
in Canada.

Market risk:

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises currency risk, interest
rate risk and other price risk.

(7)) Interest rate risk:

Fixed interest rate instruments are subject to fair value risks while floating rate
instruments are subject to cashflow risks. The Association is subject to cashflow risk
with respect to its operating line of credit which bears a variable rate of interest and fair
value risk with respect to its term loan facility which bears a fixed rate of interest (notes 6
and 10).

The Association is subject to fair value risks related to its investments in term deposits
which bear fixed rates of interest. Investments held in bond and fixed income funds are
also subject to interest rate risks.
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18. Financial risks (continued):
(c) Market risk (continued):
(i7) Currency risk:

The Association is, from time to time, exposed to financial risks as a result of exchange
rate fluctuations and the volatility of these rates related to their foreign currency
denominated accounts payable. As at June 30, 2023, the Association has payables
outstanding denominated in various foreign currencies, most notably US$74,896 (2022 -
US$33,314) accounts payable and accrued liabilities. The Association does not currently
enter into forward contracts to mitigate this risk.

(i) Other price risks:

Other price risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market prices, other than those arising from interest
rate risk or currency risk, whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial
instruments traded in the market. Equity price risk is the risk that the fair value of equity
financial instruments will fluctuate due to changes in market prices. The Association is
exposed to equity price risk on its investments in its equity fund holdings.

19. Commitments:

The Association leases its current premises from the City of Vancouver for a period of 99-years
ending 2079 for annual payments of $1. The fair value of the rent cannot be readily determined
and is not recorded in these financial statements.

The Association has entered into contractual arrangements with third parties to provide services
related to the new Vancouver Art Gallery building project including those for architectural, design
and building project management. The obligations and related expenditures are incurred based
on the services performed under contract.
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20. Government grants and other funding:

Grants recognized in the General Fund and Building Fund are comprised of the following:

2023 2022
General Fund:
City of Vancouver $ 2,555,431 $ 2,336,057
Provincial:
BC Arts Council 2,245,492 $ 854,600
BC Gaming 225,000 225,000
Ministry of Tourism, Arts, Culture and Sport - 1,000,000
2,471,492 2,079,600
Federal:
Canada Council for the Arts 454,000 544,800
Canada Emergency Wage Subsidy - 83,578
Tourism and Hospitality Recovery Program - 260,011
454,000 888,389
Total General Fund 5,480,923 5,304,046
Building Fund:
Federal — Heritage Canada 3,909,964 -
Provincial — Ministry of Tourism, Arts, Culture and Sport 25,000,000 25,000,000
Total $ 34,390,887 $ 30,304,046

21. Comparative information:

Certain comparative information has been reclassified to conform to the current year
presentation. The reclassifications had no impact on the excess (deficiency) of revenue over
expenses or net assets.

22





