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Management responsibilities

The Board of Trustees, which is responsible for, among other things, the financial statements of the
Corporation, delegates to Management the responsibility for the preparation of the financial statements
and the annual report. Responsibility for their review is that of the Finance and Audit Committee of the
Board of Trustees. The financial statements were prepared by Management in accordance with Canadian
generally accepted accounting principles and include estimates based on Management’s experience and
judgement. The financial statements have been approved by the Board of Trustees on the recommenda-
tion of the Finance and Audit Committee. Other financial and operating information appearing in this
annual report is consistent with that contained in the financial statements.

Management maintains books and records, financial and management control and information systems
designed in such a manner as to provide a reasonable assurance that reliable and accurate information is
produced on a timely basis and that the transactions are in accordance with the National Arts Centre Act
and the by-laws of the Corporation.

The Board of Trustees of the Corporation is responsible for ensuring that Management fulfils its respon-
sibilities for financial reporting and internal control, and exercises this responsibility through the Finance
and Audit Committee. The Finance and Audit Committee discharges the responsibilities conferred upon
it by the Board of Trustees, and meets on a regular basis with Management, and with the Auditor
General of Canada, who has unrestricted access to the Committee.

The Auditor General of Canada conducts an independent audit of the complete financial statements of
the Corporation in accordance with Canadian generally accepted auditing standards and reports on the
results of that audit to the Chair of the Board of Trustees of the National Arts Centre Corporation on
an annual basis.

s

Peter A. Herrndorf, O.C.
President and Chief Executive Officer
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Daniel Senyk, CA."
Chief Financial Officer

October 24, 2003



Auditor’s report

To the Chair of the Board of Trustees of the National Arts Centre Corporation

I have audited the balance sheet of the National Arts Centre Corporation as at August 31, 2003 and the
statements of operations and equity and cash flows for the year then ended. These financial statements
are the responsibility of the Corporation’s management. My responsibility is to express an opinion on
these financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those stan-
dards require that I plan and perform an audit to obtain reasonable assurance whether the financial state-
ments are free of material misstatement. An audit includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial statements. An audit also includes assessing the account-
ing principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation.

In my opinion, these financial statements present fairly, in all material respects, the financial position of
the Corporation as at August 31, 2003 and the results of its operations and its cash flows for the year
then ended in accordance with Canadian generally accepted accounting principles.

R alle,
P
Richard Flageole, FCA

Assistant Auditor General
Jor the Auditor General of Canada

Ottawa, Canada
October 24, 2003
except as to Note 13
which is as of

March 31, 2004



Balance Sheet

As at August 31

Assets
Current
Cash
Short-term investments (Note 3)
Accounts receivable
Restricted cash and investments (Note 4)
Inventories
Programmes in progress
Prepaid expenses

Investments (Note 5)
Property, plant and equipment (Note 6)

Liabilities
Current
Accounts payable and accrued liabilities
Deferred revenues and parliamentary
appropriations (Note 7)

Deferred contributions (Note 8)

Deferred capital funding (Note 9)

Long-term portion of provision for employee
severance benefits (Note 10)

Endowment Fund (Note 11)

Equity of Canada
Accumulated surplus

Contingencies and commitments (Notes 15 and 16)

2003 2002

$ $
5,006,906 6,893,605
6,066,439 11,687,848
3,786,568 2,053,133
77,050 73,178
677,194 388,748
1,617,366 1,765,812
817,575 581,721
18,049,098 23,444,045
4,000,000 2,000,000
18,800,155 17,210,407
40,849,253 42,654,452
5,168,181 6,214,651
13,991,362 16,326,771
19,159,543 22,541,422
43,775 39,903
18,800,155 17,210,407
1,636,272 1,718,415
39,639,745 41,510,147
33,275 33,275
1,176,233 1,111,030
40,849,253 42,654,452

The accompanying notes and schedules form an integral part of the financial statements.

Approved by the Board of Trustees:

PR f‘j b

Chair

¢ i

Chair of the Finance and Audit Committee



Statement of Operations and Equity

For the year ended August 31

2003 2002
$ $

Revenues
Commercial operations (Schedule 1) 12,610,465 11,236,268
Programming (Schedule 2) 10,426,134 9,974,073
National Arts Centre Foundation (Note 12) 3,806,116 2,850,000
Facility fees 560,971 563,492
Investments and other 715,144 581,788
28,118,830 25,205,621
Parliamentary appropriations (Note 13) 29,885,515 25,665,004

58,004,345 50,870,625

Expenses (Schedule 3)

Commercial operations (Schedule 1) 8,731,045 7,676,897
Programming (Schedule 2) 29,977,186 26,332,947
Fundraising and development 2,266,932 1,650,226
Building operations 10,387,759 9,206,589
Administration and other 5,013,839 4,328,647
Information technology 1,562,381 1,587,012

57,939,142 50,782,318

Net results of operations 65,203 88,307

Equity of Canada
Equity - beginning of year 1,111,030 1,022,723
Equity - end of year 1,176,233 1,111,030

The accompanying notes and schedules form an integral part of the financial statements.



Statement of Cash Flows

For the year ended August 31

Operating activities
Net results of operations
Iltem not affecting cash and investments
Amortization

Changes in non-cash operating assets and liabilities
Changes in deferred contributions
Changes in deferred capital funding
Changes in long-term portion of provision for
employee severance benefits
Cash flows provided by (used for) operating activities

Investing activities
Investments
Additions to property, plant and equipment
Changes in restricted cash and investments
Cash flows used for investing activities

Increase (Decrease) in cash position

Cash position at beginning of year

Cash position at end of year
Composed of:

Cash
Short-term investments

Supplementary disclosure of cash flow information
Interest received

2003 2002

$ $

65,203 88,307
2,895,917 2,912,111
2,961,120 3,000,418
(5,491,168) 9,800,430
3,872 (1,368)
1,589,748 336,186
(82,143) 32,465
(1,018,571) 13,168,131
(2,000,000) (2,000,000)
(4,485,665) (3,248,297)
(3,872) (3,632)
(6,489,537) (5,251,929)
(7,508,108) 7,916,202
18,581,453 10,665,251
11,073,345 18,581,453
5,006,906 6,893,605
6,066,439 11,687,848
11,073,345 18,581,453
586,371 363,448

The accompanying notes and schedules form an integral part of the financial statements.



Notes to the
financial statements

August 31, 2003

1. Authority, Objectives and Operations

The National Arts Centre Corporation (the “Corporation”) was established in 1966 pursuant to the
National Arts Centre Act and began operating the National Arts Centre (the “Centre”) in 1969. The
Corporation is not subject to the provisions of the /ncome Tax Act. Pursuant to Section 85. (1) of Part X
of the Financial Administration Act, Divisions I to IV do not apply to the Corporation. The Corporation
is deemed, under Section 15 of the National Arts Centre Act, to be a registered charity within the meaning
of that expression in the Income Tax Act.

The objectives of the Corporation are to operate and maintain the Centre, to develop the performing
arts in the National Capital Region, and to assist the Canada Council for the Arts in the development
of the performing arts elsewhere in Canada.

In furtherance of its objectives, the Corporation may arrange for and sponsor performing arts activities
at the Centre; encourage and assist in the development of performing arts companies resident at the
Centre; arrange for or sponsor radio and television broadcasts and the screening of films in the Centre;
provide accommodation at the Centre, on such terms and conditions as the Corporation may fix, for
national and local organizations whose objectives include the development and encouragement of the
performing arts in Canada; and, at the request of the Government of Canada or the Canada Council for
the Arts, arrange for performances elsewhere in Canada by performing arts companies, whether resident
or non-resident in Canada, and arrange for performances outside Canada by performing arts companies
resident in Canada.

2. Significant Accounting Policies

(a) Short-term and restricted investments

Short-term and restricted investments are valued at the lower of cost and market value.

(b) Parliamentary appropriations

The Government of Canada provides funding to the Corporation. The portion of the parliamentary
appropriations used to purchase depreciable capital assets is recorded as deferred capital funding and
amortized to revenue on the same basis and over the same periods as the related capital assets. Parliamentary
appropriations approved and received for specific capital and operating purposes which exceed related
expenses for the year are deferred and recognized as revenue when related expenses are incurred. The
remaining portion of the appropriations is recognized as revenue on the statement of operations.

The parliamentary appropriations approved for the period from April 1 to August 31 are in respect of
the Government of Canada’s fiscal year ending on March 31 of the following year. Accordingly, the portion
of the amounts received to August 31, which is in excess of 5/12ths of the appropriations, is recorded as
deferred revenue. Similarly, the portion of the 5/12ths of the appropriations not received by August 31
is recorded as a receivable.



(c) Inventories
Inventories are valued at cost for supplies, food and beverages.

(d) Programmes in progress
Direct costs, including advances to performing arts companies and artists related to programmes
(performances) that will be held after the fiscal year-end, are deferred, and are charged to expenses in

the year in which the programmes take place.

(e) Investments
Investments are intended to be held to maturity and are reported at cost.

(f) Property, plant and equipment
Capital assets are recorded at cost net of accumulated amortization. Amortization is calculated using the
straight-line method, over the estimated useful lives of the assets as follows:

Buildings 40 years
Building improvements 7 to 10 years
Equipment 2 to 10 years
Computer software and hardware 3 to 5 years

(g) Deferred revenue
Funds received in return for future services are deferred. Revenue is recognized in the year that the services

are provided.

(h) Contributions

The Corporation follows the deferral method of accounting for contributions. Contributions externally
restricted, and related investment income, are deferred and recognized as revenue in the year in which
the related expenses are incurred. Unrestricted contributions are recognized as revenue when received.

Donations in kind are recorded at their estimated fair market value when they are received. Volunteers
contribute a significant number of hours per year. Because of the difficulty of determining their fair

value, contributed services are not recognized in these financial statements.

(i) Operating expenses
Expenses relating to commercial operations, programming, development and fundraising do not include
costs relating to building and equipment maintenance, and administrative services.

(j) Employee future benefits

(i) Pension plan

Employees of the Corporation participate in the Public Service Superannuation Plan, administered
by the Government of Canada. Contributions to the Plan are required by both the employees and
the Corporation. The Treasury Board of Canada sets the required contributions to the Plan. These
contributions represent the total pension obligation of the Corporation and are charged to operations
on a current basis. The Corporation is not required to make contributions with respect to employees
for actuarial deficiencies of the Public Service Superannuation Account.



(if) Employee severance benefits

Employees of the Corporation are entitled to severance benefits as provided for under their respective
contracts and conditions of employment. The liability for these benefits is recorded as the benefits
accrue to the employees.

3. Short-Term Investments

The Corporation’s policy is to invest temporary excess cash in short-term deposit certificates, bonds, and
commercial paper with Canadian financial institutions. The average yield of the portfolio was 2.71% for
the year ended August 31, 2003 (3.77% in 2002). All short-term investments are rated “A” or “A1/R1”
or better by a recognized bond rating agency. The fair value of short-term investments approximates the
book value due to their impending maturity.

4. Restricted Cash and Investments

Restricted cash and investments arise from contributions received from individuals and corporate entities
for a specified purpose.

5. Investments

The Corporation invests some cash in longer-term deposit certificates, bonds and commercial paper with
Canadian financial institutions in order to improve yields for financing performing arts programmes and the
operation of the Centre. The average yield of the portfolio was 5.07% for the year ended August 31, 2003
(4.98% in 2002). All investments are rated “A” or “A1/R1” or better by a recognized bond rating agency.
The fair value of investments as at August 31, 2003 is $4,121,016 ($2,036,801 in 2002).

6. Property, Plant and Equipment

2003 2002
Accumulated Net Net
Cost amortization book value book value
Land $ 78,201 $ — $ 78,201 |$ 1
Buildings 47,665,107 39,722,351 7,942,756 7,846,128
Building
improvements 32,436,185 26,453,578 5,982,607 5,948,546
Equipment 6,311,240 5,319,665 991,575 1,133,292
Computer software
and hardware 1,845,665 1,703,106 142,559 315,246
Assets under
construction 3,662,457 — 3,662,457 1,967,194
$ 91,998,855 $ 73,198,700 $ 18,800,155 |$ 17,210,407
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7. Deferred Revenues and Parliamentary Appropriations

Deferred revenues represent amounts received from the Corporation’s box office for programmes not yet
presented and other amounts received in advance of services rendered. Deferred parliamentary appropriations
represent approved parliamentary appropriations received for work not yet completed or received in
advance. Information on the deferred revenues and parliamentary appropriations is as follows:

2003 2002
Advanced sales - programming $ 5255990 $ 5,141,575
Revenues from commercial operations and other 669,894 1,046,956
Appropriations received for the next fiscal year 4,389,000 4,138,000
Unused appropriations received for building refurbishment 2,843,087 2,002,073
Unused appropriations received for specific purposes 833,391 3,998,167
Balance at end of year $ 13,991,362 $ 16,326,771

8. Deferred Contributions
Deferred Contributions represent amounts held for the National Arts Centre Orchestra (NACO) Trust Fund.

Changes in the deferred contributions balance are as follows:

2003 2002
Balance at beginning of year $ 39,903 $ 41,271
Interest income 2,817 3,232
Donations 14,505 8,850
Distributions to NACO Bursary recipients (13,450) (13,450)
Balance at end of year $ 43,775 $ 39,903

9. Deferred Capital Funding

Deferred capital funding represents the unamortized portion of parliamentary appropriations used to
purchase depreciable capital assets.

Changes in the deferred capital funding balance are as follows:

2003 2002

Balance at beginning of year $ 17,210,407 $ 16,874,221
Appropriations used to purchase

depreciable capital assets 4,485,665 3,248,297

Amortization (2,895,917) (2,912,111)

Balance at end of year $ 18,800,155 $ 17,210,407




10. Employee Future Benefits

i) Pension plan
The contributions to the Public Service Superannuation Plan during the year were as follows:

2003 2002
Employer $ 1,453,895 $ 1,217,126
Employees 573,994 487,725

ii) Employee severance benefits
The Corporation provides severance benefits to its employees. This benefit plan is not pre-funded and has
no assets, resulting in a plan deficit equal to the accrued benefit obligation. Information on the employee

severance benefits is as follows:

2003 2002
Balance at beginning of year $ 2,101,284 $ 1,868,488
Expense for the year 171,039 314,753
Benefits paid during the year (64,487) (81,957)
Balance at end of year $ 2,207,836 $ 2,101,284
Shortterm portion $ 571,564 $ 382,869
Long-term portion 1,636,272 1,718,415

$ 2,207,836 $ 2,101,284

11. Endowment Fund

The initial capital of $33,275 for the National Arts Centre Orchestra Trust Fund is subject to an externally
imposed restriction stipulating that the original capital be maintained permanently. The interest earned

during the year of $1,747 (2002 — $1,576) is included in deferred contributions.

12. The National Arts Centre Foundation

The National Arts Centre Foundation (the “Foundation”) was incorporated under the Canada Corporations
Act in July 2000 and received its registered charitable status under the /ncome Tax Act in August 2000.
This is a separate entity from the Corporation and all funds raised are used for the priorities of the
Corporation, as determined between the Corporation and the Foundation from time to time.

The Foundation raises funds from patrons and from the community. The voting members of the
Foundation are the current Corporation Board of Trustees. The Board of Directors of the Foundation is
elected by the voting members of the Foundation. The financial statements of the Foundation have been
audited and have not been consolidated in the Corporation’s financial statements. All of the direct
expenses related to the operation of the Foundation to August 31, 2003, with the exception of legal, audit
and insurance expenses, have been reported in the statement of operations and equity of the Corporation
as Fundraising and development expenses. The distributed amounts to the Corporation by the Foundation
are recorded as National Arts Centre Foundation revenues in the Corporation’s statement of operations
and equity. The audited financial statements of the Foundation are available upon request.
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The financial position and the results of operations of the Foundation as at August 31, 2003 for the period
then ended are as follows:

Financial position 2003 2002
Total assets $ 2,041,719 $ 1,806,985
Total liabilities 697,926 683,703
Total net assets* $ 1,343,793 $ 1,123,282

* All of the Foundation’s net assets must be provided for the sole use of the National Arts Centre Corporation. An
amount of $410,669 (2002 - $140,963) of the Foundation’s net assets is subject to donor imposed restrictions
that it be maintained permanently in the Foundation and that the related investment revenue be used for the benefit
of the National Arts Centre’s music programming and youth and education programmes.

Results of operations 2003 2002
Total revenues $ 4,040,730 $ 3,087,692
Total expenses 14,104 18,746
Total distributions to the National Arts Centre** 3,806,116 2,850,000
Excess of revenues over distributions and expenses $ 220,510 $ 218,946

** The distribution to the Corporation by the Foundation was made in accordance with the restrictions approved by
the Foundation’s Board of Directors and supported Music, English Theatre, French Theatre, Dance, community
programming, the Fourth Stage, Live Rush, programming aimed at youth, educational activities and other initiatives
of the Corporation at the Centre and elsewhere.

13. Parliamentary Appropriations

2003 2002

Main Estimates amount provided for operating
and capital expenditures $ 25,455,500 $ 24,304,168
Supplementary estimates*** 3,696,000 7,064,000
Appropriations approved 29,151,500 31,368,168
Portion of parliamentary appropriations used

(deferred) for specific projects 2,323,763 (5,366,978)
Appropriation used to purchase depreciable

capital assets (4,485,665) (3,248,297)
Amortization of deferred capital funding 2,895,917 2,912,111
Parliamentary appropriations $ 29,885,515 $ 25,665,004

***0On March 31, 2004, Parliament approved a supplementary appropriation of $4,675,000 for the 12 months ending
March 31, 2004. Of this amount, $1,875,000 were recorded as parliamentary appropriations for the year ended
August 31, 2003. An equivalent amount was recorded as accounts receivable as at August 31, 2003.



14. Related Party Transactions

The Corporation is related in terms of common ownership to all Government of Canada departments,
agencies and Crown corporations. The Corporation enters into transactions with these entities in the
normal course of business.

15. Contingencies

The Corporation is the claimant or defendant in certain pending claims and lawsuits. In management’s
opinion, the outcome of these actions is not likely to result in any material amounts. The Corporation

intends to vigorously defend these suits and claims.

16. Commitments

As at August 31, 2003, there remains approximately $429,000 ($1,144,000 in 2002) to be paid pursuant
to agreements for information technology, telephony services and leased vehicles. The future minimum

payments are as follows:

2003-04 412,000
2004-05 17,000
2005-06 —
2006-07 —
2007-08 —

17. Comparative Figures

Certain figures for 2002 have been reclassified to conform to the presentation adopted this year.
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Schedule 1

Schedule of revenues and expenses

Commercial Operations
For the year ended August 31

2003

Revenues Expenses Net

Restaurants $ 6,481,213 6,267,566 213,647
Parking Services 3,470,141 622,433 2,847,708
Rental of Halls 2,659,111 1,841,046 818,065
$ 12,610,465 8,731,045 3,879,420

2002

Revenues Expenses Net

Restaurants $ 6,099,863 5,940,223 159,640
Parking Services 3,367,262 654,415 2,712,847
Rental of Halls 1,769,143 1,082,259 686,384
$ 11,236,268 7,676,897 3,559,371




Schedule 2

Schedule of revenues and expenses

Programming

For the year ended August 31

2003 2002

Revenues
Music $ 4,543,158 $ 4,247,096
English Theatre 2,247,158 2,173,248
Dance 1,755,118 2,218,361
French Theatre 598,359 610,620
Other Programmes 842,848 388,698
Programming Support 439,493 336,050
$ 10,426,134 $ 9,974,073

Expenses
Music $ 12,897,405 $ 10,981,450
English Theatre 3,564,110 3,330,972
Dance 2,301,263 2,596,979
French Theatre 2,287,519 2,030,759
Other programmes 2,726,645 1,567,229
Programming Support 6,200,244 5,825,558
$ 29,977,186 $ 26,332,947
Excess of expenses over revenues $ 19,551,052 $ 16,358,874
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Schedule 3

Schedule of expenses by type
For the year ended August 31

2003 2002

Salaries and benefits $ 22,555,096 $ 19,203,741
Artistic fees 8,241,921 7,411,433
National Arts Centre Orchestra fees 6,002,078 4,862,336
Advertising 3,878,989 3,294,464
Amortization 2,895,917 2,912,111
Contract fees 2,200,852 2,111,622
Cost of sales 2,089,324 1,968,261
Utilities 1,962,342 1,681,999
Payments to municipalities 1,757,200 1,250,000
Maintenance and repairs 1,511,960 1,612,207
Promotion 615,124 478,492
Financial charges 589,058 452,176
Staff travel 490,323 418,365
Office expenses 473,093 419,549
Professional fees 381,408 388,376
Production 341,438 341,978
Supplies 320,467 292,595
Equipment 277,366 424,912
Rental of facilities 275,599 241,005
Miscellaneous 221,187 180,921
Telecommunications 218,138 223155
Insurance 204,287 140,944
Education and training 177,728 182,620
Board expenses 164,131 143,069
In-kind contributions of goods and services 94,116 146,007
$ 57,939,142 $ 50,782,318




Management discussion
and analysis

August 31, 2003

During 2002-2003, the National Arts Centre completed its corporate plan and presented it to Treasury
Board for informational purposes in October 2003. This follows the completion of a capital plan in
2001-2002. The purpose of these plans is to help ensure that management has effective strategies for
fulfilling the organization’s mandate and deliver its programs.

We continue to enhance our reporting with a detailed discussion and analysis of the year over year results

for our stakeholders.

Financial Overview

For the fifth consecutive year, the National Arts Centre (NAC) is reporting a surplus from operations.
This year’s surplus amounts to $65,203, compared to $88,307 in 2001-02, resulting in an accumulated
surplus of $1,176,233.

Total revenues, including parliamentary appropriations, increased by $7,133,720 to $58,004,345. Earned
revenues - that is, revenues that the NAC generates itself - increased by $2,913,209 due in large part to
an increased transfer from the NAC Foundation and to increased sales, demonstrating the commitment

to our strategic goal of increasing our earned revenue.

Total expenditures increased by $7,156,824 as a result of increased programming activities, increased costs

in building operations and employee wage and benefits cost increases in all divisions of the Corporation.

Statement of Operations

Programming
Programming expenses increased by $3.6 million due to touring, the production of the Adantic Scene,
more in-house production and youth programming. These expenditures demonstrate the NAC’s commitment

to artistic expansion and innovation and a greater emphasis on its national role.

Music expenses have increased by $1.9 million from last year due mainly to a return to touring after a year
long hiatus, with a tour of the Adlantic Provinces ($764 thousand). Increased artists’ fees ($561 thousand),
continued growth of the NAC’s new music initiative ($146 thousand) and of our educational programmes
($34 thousand), and general increases in costs of goods and services in the main subscription programmes

round out these increases.

English Theatre expenses are greater than last year’s by $233 thousand. Costs increased in the Main series
($130 thousand) and Studio series ($65 thousand) due to increased in-house productions, while costs
decreased in Specials (-$123 thousand) as the large Shakespearean play presented as a special in 2001-2002
was presented in the Main series in 2002-2003.
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In French Theatre, the costs increased by $257 thousand. The 2002-2003 year marked a return to
in-house production for French Theatre and the costs of both the Theatre and Studio series increased
by $120 thousand and $74 thousand respectively.

Dance costs decreased by $296 thousand mainly as a result of the presentation of a smaller Nutcracker
than last year’s ($527 thousand), and the Canada Dance Festival’s off year ($100 thousand). Costs
increased in the Classical Ballet series ($146 thousand) and Series B ($83 thousand) and in Youth and
Education programming ($79 thousand) with $66 thousand of the latter amount representing a new
youth commission programme.

Other programming costs increased by $1.16 million, mostly due to the production of the Atlantic Scene,
the showcase for artists from Canada’ four Atlantic Provinces.

Programming support expenditures increased by $374 thousand. The majority of these costs is due to
staffing reclassifications and increased benefit costs.

Programming revenues consist largely of ticket sales. Music revenues increased by $296 thousand mainly
due ticket sales ($217 thousand) and other revenues such as tour fees ($71 thousand). English theatre’s
revenues increased by $73 thousand. French theatre’s revenues decreased by $12 thousand. Some
performances were cancelled in 2002-2003 due to an actor’s illness and sales for Quelgu’un va venir were
disappointing despite critical acclaim for the show. Dance revenues were down by $463 thousand mainly
because a smaller and shorter version of the Nutcracker was presented. Other programming revenues
increased by $454 thousand due mainly to the presentation of the Atlantic Scene.

National Arts Centre Foundation

Following a presentation and request from the NAC, the Board of the Foundation voted to distribute
$3.8 million for designated NAC programmes. The National Arts Centre Foundation represents a key
element of the NAC’s goal of increasing earned revenues. All fundraising became the responsibility of
the National Arts Centre Foundation in 2001-2002. The NAC Foundation is a separate legal entity with
its own Board of Directors. In 2002-2003 the Foundation raised $4 million. After this disbursement, the
Foundation retained an accumulated balance of $1.3 million.

Commercial Operations

Commercial revenues are derived from Foodservices, Parking Services, and Hall Rentals. These activities
showed improved results from 2001-2002. Net income in Foodservices increased by $54 thousand or 33%.
Parking continued their increase in net income ($135 thousand) with continued market driven pricing
strategies and benefiting from the tight parking market in downtown Ottawa. Rental net income increased
by $131 thousand due to a greater number of performances.

Facility Fees

Facility fees are collected as a $1.50 surcharge on every ticket sold where the ticket value exceeds $10.00.
The increased programming revenue did not translate into increased facility fees because a number of
Atlantic Scene programmes were held offsite and were not subject to the fee.

Investments and other
Investments brought in $56 thousand more than last year due to the increase amount in long-term
investments. Other revenues increased by $71 thousand due to sales tax refunds.



Parliamentary Appropriations

Parliamentary appropriations consist of two revenue items: parliamentary appropriations for operations
and the amortization of deferred capital funding. Parliamentary appropriations for operations exclude
funds spent on capital expenditures. The increase in the parliamentary appropriations ($4.2 million) is
due mainly to the recognition of one-time funding for Hexagon ($330 thousand), the Atlantic Scene
($800 thousand), Arts Alive ($80 thousand) and 5/12ths of the new funding from the February 2003
federal budget ($1.875 million).

The amortization of deferred capital funding represents the draw down from the deferred parliamentary
appropriations, which represents the parliamentary appropriations used to purchase capital assets. These
funds are recognized at the same rate as the depreciation of the underlying asset. The amount drawn
down decreased by $16 thousand from the 2001-2002 fiscal year.

Fundraising and Development

We continue to invest in the Development Department in order to make it a full-service fundraising
organization. The increase in expenditures is the result of higher staff costs ($393 thousand) and tele-
marketing and advertising costs ($145 thousand) mainly for the Theatre seat campaign.

Building Operations

In accordance with the NAC’s long-term agreement with the City of Ottawa, there was an increase in
ex-gratia payments to the City of Ottawa of $500 thousand. Labour costs increased $320 thousand due in
part to more repairs but also to higher benefit costs and a scheduled increase as per the collective agreement.
Utility costs increased $258K mainly due to a much colder January. In January 2003 the average minimum
temperature for the month was 9.5 degrees lower than the previous January and almost 15 degrees lower
than the 30-year average for January.

Administration

The administration departments provide governance, executive, financial, communications, legal, risk
management, purchasing and human resource services for the entire corporation. These costs are not
charged back to other departments. All cost centres in this category grew in 2002-03, with workers
compensation benefits ($183 thousand), salaries ($154 thousand) and benefits ($89 thousand) and the
provision for employee severance benefits ($54 thousand) the leading causes. The changes in the severence
benefit provision reflect the seniority, age and salary levels of the employees. The salary increases reflect
the new pay for performance plan implemented last year. The benefit cost increases reflect the changes
to the plan implemented in April 2003 to bring the NAC’s plan in line with the benefits offered by the
federal public service plan.

Balance Sheet

Cash and Short-term investments

The decrease in cash and short-term investments ($7.5 million) stems from the $2 million transferred
longer-term investments, the $1.875 million receivable in parliamentary appropriations already used in
operations and funding drawn down this year for special projects such as the Adantic Scene ($800 thousand),
Hexagon ($330 thousand) and the acquisition and refurbishment of a warehouse ($2,381 thousand).
These amounts were received in the previous fiscal year.

19



20

Investments
During the year, the Corporation determined that more cash could be invested for longer terms to generate
higher returns to support mandated activities. An additional $2 million was invested. The Corporation

generates positive cash flow mainly through the sale of subscriptions for the next season.

Deferred Revenue and Parliamentary Appropriations

Deferred revenues represent funds received for work to be done in the future. This includes ticket sales
for future programmes and deposits on catering and hall rentals. The major decreases are due to changes
to the deferral of parliamentary appropriations ($2 million) used for special projects, including the purchase
of a warehouse and Hexagon. Delays in capital spending result in parliamentary appropriations for capital

projects being deferred to the following year.

Capital Expenditures

The National Arts Centre issued its first Capital Plan at August 31, 2002. Notable projects for this year
were the refurbishment of the Theatre seating and of Rehearsal Hall A, and the purchase and refurbishment
of a warehouse in Gatineau. A total of $4.5 million was expended in capital projects this year, funded in

large part by special appropriations from Treasury Board.

Outlook

With stable government funding and increasing earned revenues, the National Arts Centre is well poised to
continue its goal of artistic expansion and the pursuit of excellence in the performing arts. Management
will continue to strive to increase the National Arts Centre’s relevance on the national and, increasingly,
the international stage as well. The next few years will also present challenges, as the National Arts Centre
struggles with increased costs, especially for electricity, employee benefits and insurance, and reaches the

end of its current collective agreements with its unionized staff.



