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To the Members of The National Ballet of Canada

Opinion

We have audited the financial statements of The National Ballet of Canada (“the Company”), which
comprise the statement of financial position as at June 30, 2021, and the statements of operations,
changes in fund balances and cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of The National Ballet of Canada as at June 30, 2021, 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 report. We are independent of the Company 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.

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

Management is responsible for the preparation and fair presentation of these 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 Company’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 Company or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’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.
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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 these financial statements.

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:

e 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.

e 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 Company’s internal control.

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

e 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 the Company’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 the Company to
cease to continue as a going concern.

e 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.

We 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.

g‘wm LLP

Toronto, Canada Chartered Professional Accountants
September 24, 2021 Licensed Public Accountants

Audit | Tax | Advisory
© Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 2



The National Ballet of Canada

Statement of Financial Position
(Dollars in thousands)

June 30
2021 2020
Restricted Funds
Gretchen
Ross Walter
Operating  Production Carsen
Fund Centre Centre Total Total
Assets
Current
Cash and cash equivalents
(note 13) $ 7333 $ - $ - $ 7333 $ 3,959
Accounts receivable (note 7) 1,197 - - 1,197 3,924
Prepaid expenses (note 4) 4,300 - - 4,300 3,181
Inter-fund receivable (payable) 287 (123) (164) - -
13,117 (123) (164) 12,830 11,064
Investments (note 5) - - 1,966 1,966 1,633
Employee future benefit asset
(note 3 and 15) 4,060 - - 4,060 5,090
Capital assets (note 6) 169 2,897 987 4,053 4176
$ 17,346  $ 2,774  $ 2,789 $ 22909 $ 21,963
Liabilities
Current
Accounts payable and
accrued liabilities $ 225 $ - $ 4 $ 2260 $ 1,966
Deferred revenue
(note 8 and 12) 11,637 - - 11,537 11,791
13,793 - 4 13,797 13,757
Long term
Deferred revenue
(note 8 and 12) 88 - - 88 187
13,881 - 4 13,885 13,944
Fund balances
Unrestricted funds 3,452 - - 3,452 2,499
Internally restricted funds 13 - - 13 65
Externally restricted funds - 2774 2,785 5,559 5,455
3,465 2,774 2,785 9,024 8,019

$ 17,346 $ 2,774  $ 2,789 $ 22,909 $ 21,963

Commitments (note 16)

On behalf of the Board:

¥ sttt Director \C)Yt \L"—— Director

See accompanying notes to the financial statements.



The National Ballet of Canada

Statement of Operations
(Dollars in thousands)
Year ended June 30

2021 2020
Restricted Funds
Gretchen
Ross Walter
Operating  Production Carsen
Fund Centre Centre Total Total
Revenue
Box office
Four Seasons Centre (note 20) $ 173 $ -3 - 173 8,753
Touring - - - - 656
Fundraising (note 9) 8,196 - - 8,196 8,739
Grants (note 10) 6,940 - - 6,940 6,951
Donation from
The National Ballet of
Canada, Endowment
Foundation 2,684 - - 2,684 3,651
Other income (note 11) 243 - - 243 799
CQVID-19 support (note 12) 5,237 - - 5,237 3,260
Unrealized gain (loss) on
investments - - 347 347 (170)
Investment income 2 - 6 8 146
23,475 - 353 23,828 32,785
Expenditures
Performance
Artistic 9,432 - - 9,432 12,575
Production and technical 4,213 - - 4,213 7,942
General administration 3,317 - 18 3,335 3,818
Fundraising and development 1,753 - - 1,753 2,607
Marketing and publicity 1,678 - - 1,678 3,488
Facilities 810 111 120 1,041 974
Education and community
outreach 262 - - 262 526
Sets, costumes and creative
costs 114 - - 114 1,158
21,579 111 138 21,828 33,088
Excess (deficiency) of revenue
over expenditures $ 1,896 $ (111)  $ 215 2,000 (303)

See accompanying notes to the financial statements.




The National Ballet of Canada
Statement of Changes in Fund Balances

(Dollars in thousands)
Year ended June 30

2021 2020
Restricted Funds
Gretchen
Ross Walter
Operating  Production Carsen
Fund Centre Centre Total Total
Fund balances,
beginning of year
as previously stated $ 2,564 $ 2,885 $ 2,570 8,019 $ 6,768
Adoption of new employee
future benefit amendments
(note 3) (835) - - (835) -
Fund balances,
beginning of year
as restated 1,729 2,885 2,570 7,184 6,768
Excess (deficiency) of revenue
over expenditures 1,896 (111) 215 2,000 (303)
Pension re-measurements
(note 3 and 15) (160) - - (160) 1,554
Fund balances,
end of year $ 3,465 $ 2,774 $ 2,785 9,024 $ 8,019

See accompanying notes to the financial statements.




The National Ballet of Canada

Statement of Cash Flows
(Dollars in thousands)

Year ended June 30 2021 2020
Operating activities
Excess (deficiency) of revenue over expenditures $ 2,000 $ (303)
Amortization of capital assets and assets under
capital lease 285 277
Unrealized (gain) loss on investments (347) 170
Realized capital gains on investments (6) (146)
Employee future benefits (note 3) 35 34

Change in non-cash operating working capital (note 14)

Investing activities
Investments sold
Capital assets acquired

Financing activities
Repayment of obligations under capital lease

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

1,549

3,516

1.029

1,061

20 790
(162) (923)
(142) (133)

- (36)
3,374 892

3,959

$ 7,333

See accompanying notes to the financial statements.



The National Ballet of Canada

Notes to the Financial Statements
(Dollars in thousands)
June 30, 2021

1. Purpose of the organization

The National Ballet of Canada (the “Company”), a performing dance company, was incorporated in 1951
under the Canada Corporations Act as a not-for-profit organization and is a charitable organization under
the Income Tax Act (Canada). The Company continued under the Canada Not-for-profit Corporations Act
in 2014.

The National Ballet of Canada, Endowment Foundation (the “Endowment Foundation”) was federally
incorporated in 1999 and is a registered charity under the Income Tax Act (Canada). These financial
statements do not include the net assets and revenue and expenditures of the Endowment Foundation, as
it is a separate legal entity and under separate control. Its purpose is to acquire endowment funds, the
earned investment income of which would benefit the Company.

The Company’s mission is to perform the masterworks of classical and contemporary ballet for a wide public
in Canada and abroad and to exemplify artistic excellence to the highest international standard by attracting,
nurturing, and developing the artistry and talent of the best dancers and musicians. The Company aims to
create an environment within which artists and staff realize the fullest extent of their talents and to delight
and challenge its audiences, motivating their deep loyalty and lifelong generosity.

The Company’s vision is to strive to be a national symbol of Canada’s rich culture heritage and to be
recognized internationally as one of the world’s leading ballet companies.

2. Significant accounting policies

Basis of presentation

The Company has prepared these financial statements in accordance with Canadian accounting
standards for not-for-profit organizations (ASNPOQ). The following is a summary of significant accounting
policies adopted by the Company in the preparation of the financial statements.

Fund accounting

(a) Operating Fund

The Operating Fund reports unrestricted resources and restricted operating grants. Included in the
Operating Fund is the Creative Capital Fund, an internally restricted fund. The Creative Capital Fund is

dedicated to the creation, production, and acquisition of dance repertoire. The use and application of the
funds are at the discretion of the Company’s artistic director.



The National Ballet of Canada

Notes to the Financial Statements

(Dollars in thousands)
June 30, 2021

2. Summary of significant accounting policies (continued)
Fund accounting (continued)
(b) Restricted Funds

Externally restricted donations, and capital assets related to the Gretchen Ross Production Centre and the
Walter Carsen Centre are reported in their respective funds. The Gretchen Ross Production Centre is the
production and storage facility for the Company’s sets, props and theatrical equipment. The Walter Carsen
Centre is home to the Company’s rehearsal, instructional and administrative functions.

Revenue recognition
(i) Donations, contributions and grants:
The Company follows the restricted fund method of accounting, whereby:
(a) Unrestricted donations and pledges are recognized as revenue when received or receivable if the

amount to be received can be reasonably estimated and collection is reasonably assured.

(b) Externally restricted contributions reported in the Operating Fund are deferred and recognized as
revenue in the year in which the related expenses are recognized.

(c) Externally restricted contributions reported in the Restricted Funds are recognized as revenue
when received or receivable.

(i) Performance-related activities:

Revenue and expenses from performance-related activities are recognized at the time of the related
performance. This revenue includes subscription and sponsorship revenue, performance ticket sales,
and touring grants. Accordingly, amounts received in advance of the performance to which they relate
are recorded as deferred revenue.

Proceeds from ticket sales include a contribution to the Creative Capital Fund. The amounts collected
are recognized as revenue of the Creative Capital Fund when received or receivable.

(iii) Investment income consists of interest, dividends, income distributions from pooled funds and realized
gains and losses and is recorded on an accrual basis. Investment income and unrealized gains and
losses earned on restricted resources are recognized as revenue of the applicable restricted fund.
Unrestricted investment income is recognized as revenue of the Operating Fund when earned.



The National Ballet of Canada

Notes to the Financial Statements

(Dollars in thousands)
June 30, 2021

2. Summary of significant accounting policies (continued)
Contributed services

These financial statements do not reflect the substantial value of services contributed by volunteers and
other interested parties.

Cash and cash equivalents

Cash and cash equivalents include cash and short-term deposits with a maturity period of three months or
less from the date of acquisition.

Prepaid expenses

Prepaid expenses include sets, costumes and creative costs incurred for new productions and for the major
refurbishment of existing productions, which are expensed at the date of the first performance.

Capital assets
Capital assets are recorded at cost less accumulated amortization and separated into their component parts
when estimates can be made of the lives of the separate components. Amortization is determined on a

straight-line basis over the following periods:

Gretchen Ross Production Centre building, improvements

and equipment 30 years
Walter Carsen Centre building, improvements and equipment 10 - 20 years
Furniture and equipment 3-10 years

Capital assets are tested for impairment when events or changes in circumstances indicate that an asset
might be impaired. The assets are tested for impairment by comparing the net carrying value to their fair
value or replacement cost. If the asset’s fair value or replacement cost is determined to be less than its net
carrying value, the resulting impairment is reported in the statement of revenue and expenditures. Any
impairment recognized is not reversed.

Employee future benefits
Pension plans

The Company maintains a pension plan for its permanent administrative employees, who participate in
either a defined benefit component or a defined contribution component of the plan.

The cost of defined benefit employee future benefits is actuarially determined using the accrued benefit
actuarial cost method and management’s best estimates of plan performance, salary escalation, and length
of service.

The Company has elected to use an actuarial valuation prepared for funding purposes to measure the
defined benefit obligation of its defined benefit plan and an actuarial valuation prepared for accounting
purposes to measure the defined benefit obligation of its supplemental defined benefit plan. The total
defined benefit obligation for its defined benefit plan and its supplemental plan reflects the aggregate of the
components that make up the valuations, including any required provision for adverse deviations.



The National Ballet of Canada

Notes to the Financial Statements

(Dollars in thousands)
June 30, 2021

2. Summary of significant accounting policies (continued)
Employee future benefits (continued)
Pension plans (continued)

The current service costs and the finance cost related to the defined pension plans’ benefits are expensed
in the statement of operations each period. Re-measurements and other items for the period, which include
actuarial gains and losses, past service costs and gains and losses arising from settlements and
curtailments, are recorded directly in the statement of changes in fund balances.

The cost of the defined contribution component is based on required employer contributions and are
expensed in the statement of operations each period.

Financial instruments

The Company’s financial instruments are measured at fair value when issued or acquired. For financial
instruments subsequently measured at cost or amortized cost, fair value is adjusted by the amount of the
related financing fees and transaction costs. Transaction costs and financing fees relating to financial
instruments that are measured subsequently at fair value are recognized in operations in the year in
which they are incurred.

At each reporting date, the Company measures its financial assets and liabilities at cost or amortized cost
(less impairment in the case of financial assets), except that the Company has irrevocably elected to
measure its investments in pooled funds at fair value. All changes in fair value of the Company’'s
investments in pooled funds are recorded in the statement of operations. The financial instruments
measured at amortized cost are cash and cash equivalents, accounts receivable and accounts payable.

For financial assets measured at cost or amortized cost, the Company regularly assesses whether there
are any indications of impairment. If there is an indication of impairment, and the Company determines
that there is a significant adverse change in the expected timing or amount of future cash flows from the
financial asset, it recognizes an impairment loss in the statement of operations. Any reversals of
previously recognized impairment losses are recognized in operations in the year the reversal occurs.

Use of estimates

In preparing the Company’s financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and the reported amounts of revenue and expenditures. Actual results could differ from
these estimates.

ltems subject to significant management estimates include accounts receivables, employee future
benefits and capital assets.

10



The National Ballet of Canada

Notes to the Financial Statements
(Dollars in thousands)
June 30, 2021

3. Adoption of new accounting standards

On July 1, 2020, the Company early adopted the amendments to Section 3462 Employee future benefits
(“Section 3462”), which are applicable to not-for-profit organizations.

Prior to the amendments, Section 3462 permitted an accounting policy choice to measure the defined
benefit obligation (“DBO”) of defined benefit plans without a funding valuation requirement using an
accounting valuation or a funding valuation when certain conditions were met. For defined benefit plans
with no legislative, regulatory or contractual requirement to prepare a funding valuation, the amendments
remove the accommodation that allowed the use of a funding valuation methodology to estimate the DBO.
For defined benefit plans with a legislative, regulatory or contractual requirement to prepare a funding
valuation, the accounting policy choice to measure the DBO using a funding valuation or accounting
valuation remains.

The amendments also clarify that when legislative, regulatory or contractual requirements stipulate
calculations of various components of the funding requirement separately, the aggregate of those
components makes up the DBO that would be reflected in the financial statements. Accordingly, since
Ontario pension regulations require that pensions calculate a provision for adverse deviations, the DBO
must now also include this balance in its measurement. In accordance with Section 3462, the cumulative
effects of applying the amendments are recorded in opening fund balances at the date the amendments
are first applied which for the Company is, July 1, 2020. The comparative figures have not been
restated. The impact on the financial statements as a result of the early adoption on the new standard
was to decrease the defined benefit obligation asset and to decrease net assets at July 1, 2020 by $835.

4. Prepaid expenses

2021 2020
Shoe supplies $ 220 $ 198
Subscriptions and other administrative expenses 23 31
Deferred production costs 3,827 2,910
Deposits 10 10
Walter Carsen Centre - 32
Four Seasons Centre digital contribution 220 -
$ 4,300 $ 3,181
5. Investments, at fair value

Investments consist of one pooled fund with the following asset mix:
2021 2020
Cash and short-term investments 2% 3%
Bonds 28% 31%
Canadian equities 25% 21%
U.S. equities 24% 24%
International equities 21% 21%

11



The National Ballet of Canada

Notes to the Financial Statements

(Dollars in thousands)
June 30, 2021

6. Capital assets

2021 2020
Accumulated Net Net
Cost Amortization Book Value Book Value
Operating Fund
Furniture and equipment $ 3,081 $ 2912 $ 169 $ 268
Gretchen Ross Production Centre
Land 853 - 853 853
Building 3,208 1,176 2,032 2,139
Equipment 41 29 12 16
4,102 1,205 2,897 3,008
Walter Carsen Centre
Building, improvements
and equipment 12,315 11,653 662 696
Furniture and equipment 1,076 751 325 204
13,391 12,404 987 900

$ 20,574 $ 16,521 $ 4,053 $ 4,176

Building, improvements and equipment within the Walter Carsen Centre includes $nil (2020 - $542) of assets
that were under construction and not being amortized at June 30, 2021.

7. Related party transactions
Accounts receivable include amounts owing from the Eric Bruhn Prize Trust of $9 (2020 - $6).

The National Ballet of Canada, Endowment Foundation and the Eric Bruhn Prize Trust are related by virtue
of common management.

8. Deferred revenue

2021 2020

Box office $ 4,396 $ 5,174
New production and other sponsorships 4,476 3,811
Operating grants 2,753 2,993
11,625 11,978

Less: current portion

11,537

11,791

$ 187

12



The National Ballet of Canada

Notes to the Financial Statements
(Dollars in thousands)
June 30, 2021

9. Fundraising

2021 2020
Individuals $ 7,663 $ 6,207
New production sponsorships - 1,500
Special events - 106
Corporate 533 609
American Friends of the National Ballet of Canada (note 17) - 133
Creative Capital Fund - 184
$ 8,196 $ 8,739
10. Grants
2021 2020
Operating:
Canada Council $ 3,160 $ 3,110
Ontario Arts Council 2,243 2,243
Toronto Arts Council 1,390 1,390
Other:
Digital projects 147 208
$ 6,940 $ 6,951
11. Other income
2021 2020
Education, outreach and dance classes $ 220 $ 571
Rental of sets and costumes 1 131
Miscellaneous 22 97
$ 243 $ 799
12. COVID-19 support
2021 2020
Canada Emergency Wage Subsidy $ 3,560 $ 1,428
Canada Emergency Rent Subsidy 505 -
Canada Council COVID-19 Emergency Support 832

Performance Disruption Insurance

1,172

$ 5,237

1.000

$ 3,260

During the year the Company received $1,982 of special one-time funding from Ontario Arts Council to
assist with covering losses incurred as a result of the pandemic, this amount has been deferred at year end.

Under a performance disruption policy issued by the Chubb Insurance Company of Canada (the “insurer”),
the Company was covered for lost business income and extra expenses resulting from the cancellation of
performances due to COVID-19 commencing March 13, 2020. As at year end, the Company recognized a

payment of $1,127 (2020 - $1,000) from the insurer.

13



The National Ballet of Canada

Notes to the Financial Statements
(Dollars in thousands)

June 30, 2021

13. Credit facility

The Company has provided letters of credit of $120 (2020 - $120) under the terms of certain agreements.
The Company has pledged $120 (2020 - $120) of its cash and cash equivalents as collateral for the letters

of credit.

14. Supplementary cash flow information

Change in non-cash operating working capital
Accounts receivable
Prepaid expenses
Accounts payable and accrued liabilities
Deferred revenue

2021 2020
$ 2,727 $ (1,591)
(1,119) (2,620)

294 (1,382)

(353) 6,622

$ 1,549 $ 1,029

15. Employee future benefits

The Company’s Pension Plan includes, for its permanent employees, a defined benefit pension plan, a
supplemental pension agreement, and a defined contribution plan. For the defined benefit plan, the date of
the most recent actuarial valuation for funding purposes was December 31, 2019, membership data from

which valuation results were rolled forward to June 30, 2021.

The reconciliation of the funded status of the defined benefit plans to the amounts recorded in the financial

statements is as follows:

Fair value of plan assets

Accrued benefit obligation

Funded status, employee future benefit asset

Net benefit expense (income) for the pension plan

Pension re-measurement (note 3)

Benefits paid

Contributions to the defined benefit plan during the year are as follows:

Employees

Employer - regular
Employer - special

2021
$ 12,500
8,440

4,060

96

(995)

$ 122
$ -
$ 60
$ -

2020

$ 12,203

7,113

5,090

203

1,654

$ 87
$ 28
$ 170
$ -

14



The National Ballet of Canada

Notes to the Financial Statements

(Dollars in thousands)
June 30, 2021

16. Commitments

The Company has minimum annual lease payments for premises and office equipment, expiring up to 2026,
as follows:

2022 $ 1,428
2023 1,424
2024 1,403
2025 1,452
Thereafter 1,452

$ 7,159

After 2020, the premises lease annual payments are subject to a Consumer Price Index adjustment.

17. American Friends of the National Ballet of Canada Inc.

American Friends of the National Ballet of Canada, Inc. is a separate corporation without share capital and
with its own Board of Directors. Its purpose is to foster and support ballet endeavours in the U.S. and
Canada. The corporation was incorporated in 2012 and was granted exemption from Federal income tax
under section 501 (c) (3) of the Internal Revenue Code on August 8, 2014. American Friends can accept
donations, gifts, legacies and bequests and issue U.S. charitable donation receipts. Donations of $nil (2020
- $133) were received from American Friends of the National Ballet of Canada, Inc.

18. UK Friends of the National Ballet of Canada

UK Friends of the National Ballet of Canada is a separate registered charity with its own Board of Directors.
Its purpose is to foster and support ballet endeavours in the U.K. and Canada. UK Friends was registered
for tax purposes in line with Paragraph 1 of Schedule 6 Finance Act 2010, effective November 15, 2016. UK
Friends can accept donations, gifts, legacies and bequests and issue U.K. charitable donation receipts.
There have been no donations received from UK Friends of the National Ballet of Canada.

19. Financial instrument risk

Transactions in financial instruments may result in the Company assuming or transferring to another party
one or more of the financial risks described below. This required disclosure provides information that assists
users of the financial statements in assessing the extent of risk related to financial instruments. There have
been no changes in these risks over the prior year.

Credit risk

Credit risk arises from cash and cash equivalents and credit exposures on outstanding accounts receivable
and bonds within the pooled fund. Cash and cash equivalents are held at major financial institutions
minimizing any potential exposure to credit risk. It is management’s opinion that the risk related to accounts
receivable is minimal since the Company only deals with what management believes to be financially sound
counterparties and accordingly, does not anticipate significant loss for non-performance. Credit risk is also
minimized by investing surplus funds in financial institutions that maintain a high credit rating or in entities
that are considered as being financially sound.

15



The National Ballet of Canada

Notes to the Financial Statements

(Dollars in thousands)
June 30, 2021

19. Financial instrument risk (continued)
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 three types of risk: other price risk, currency risk, and
interest rate risk.

i.  Other price risk

The Company is subject to other price risk on the investments carried at fair value. These investments
are subject to market risk such that the fair value of these investments may change as a result of factors
specific to a particular investment or as a result of factors affecting all instruments trading in the market.
The Company manages this risk by using a professional portfolio manager and maintaining a diversified
portfolio with a mix of bonds and equity funds.

ii.  Currency risk

Currency exposure arises from the Company’s holdings of foreign currency denominated investments.
Fluctuations in the relative value of foreign currencies against the Canadian dollar can result in a positive
or negative effect on the fair value of investments. The Company manages this risk by using a
professional portfolio manager and maintaining a diversified portfolio.

iii. Interest rate risk

The Company’s earnings are exposed to the interest rate risk that arises from fluctuations in interest
rates and the degree of volatility of these rates. The Company does not use derivative instruments to
reduce its exposure to interest rate risk. The Company manages this risk by using a professional
portfolio manager and maintaining a diversified portfolio.

Liquidity risk

The Company manages its liquidity risk by forecasting cash flows from operations, investing and financing
activities to ensure that it has sufficient funds available to meet current and foreseeable financial obligations.
As a result, it is management’s opinion that the Company is not exposed to significant liquidity risk arising
from its financial instruments.

20. COVID-19

Since January 1, 2020, the spread of COVID-19 has severely impacted many local economies around the
globe. Measures taken to contain the spread of the virus, including travel bans, quarantines, social
distancing, and closures of non-essential services have triggered significant disruptions to organizations
worldwide.

The Company’s primary concern is the health and safety of its artists, staff, patrons and community as the
company monitors the COVID-19 situation. As a result of Public Health orders, The National Ballet of
Canada announced the cancellation of all its normally scheduled live performances for the entire 2020/21
Season as well as all public dance classes for the year. The impact on the statement of operations includes
the elimination of substantially all box office and touring revenue. The impact on the statement of financial
position includes the continued deferral of all funds raised for the delayed new production of Swan Lake and
the Anniversary Gala, the deferral of costs incurred related to the development of Swan Lake and the
deferral of all box office monies collected for cancelled performances that were placed on account. These
deferred revenues and expenses will be recognized in a subsequent year when the related performances
take place.
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The National Ballet of Canada

Notes to the Financial Statements
(Dollars in thousands)
June 30, 2021

20. COVID-19 (continued)

With vaccination rates increasing, and public gathering restrictions being lifted, the Company plans on
presenting a full season for the upcoming 2021/22 Season. There is no impact to the Company’s financial
position and results of operations as of and for the year ended June 30, 2021 other than the immediate
financial implications of the cancellation of the above productions and events.

21. Comparative figures

Comparative figures have been adjusted to conform to changes in the current year presentation.
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