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Management's Responsibility

To the Members of Nanaimo Art Gallery:

Management is responsible for the preparation and presentation of the accompanying financial statements, including responsibility
for significant accounting judgments and estimates in accordance with Canadian accounting standards for not-for-profit
organizations. This responsibility includes selecting appropriate accounting principles and methods, and making decisions affecting
the measurement of transactions in which objective judgment is required.

In discharging its responsibilities for the integrity and fairness of the financial statements, management designs and maintains the
necessary accounting systems and related internal controls to provide reasonable assurance that transactions are authorized, assets
are safeguarded and financial records are properly maintained to provide reliable information for the preparation of financial
statements.

The Board of Directors is composed entirely of Directors who are neither management nor employees of the Society. The Board is
responsible for overseeing management in the performance of its financial reporting responsibilities. The Board fulfils these
responsibilities by reviewing the financial information prepared by management and discussing relevant matters with management
and external auditors. The Board is also responsible for recommending the appointment of the Society's external auditors.

MNP LLP is appointed by the Members to audit the financial statements and report directly to them; their report follows. The
external auditors have full and free access to, and meet periodically and separately with, both the Board and management to
discuss their audit findings.

June 29, 2026
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Independent Auditor's Report

To the Members of Nanaimo Art Gallery:

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of Nanaimo Art Gallery (the "Society"), which comprise the statement of
financial position as at March 31, 2026, and the statements of operations, changes in net assets (and related
schedule) and cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section of
our report, the accompanying financial statements present fairly, in all material respects, the financial position of the
Society as at March 31, 2026, and its financial performance and its cash flows for the year then ended in accordance
with Canadian accounting standards for not-for-profit organizations.

Basis for Qualified Opinion

In common with many charitable organizations, the Society derives revenue from donations, the completeness of
which is not susceptible to satisfactory audit verification. Accordingly, our verification of this revenue was limited to
the amount recorded in the records of the Society, and we were not able to determine whether any adjustments
might be necessary to donation revenue, excess of revenue over expenses for the years ended March 31, 2026,
current assets as at March 31, 2026, and net assets as at March 31, 2026. Our audit opinion on the financial
statements for the year ended March 31, 2025 was also modified accordingly because of the possible effects of this
limitation in scope.

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 Society 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 qualified opinion.

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 Society'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 Society or to cease operations, or has no realistic
alternative but to do so.

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

MNP LLP
400 MNP Place, 345 Wallace Street, Nanaimo B.C., VOR 5B6 T: 250.753.8251 F:250.754.3999

QPRAXITY MNP.ca

Empowering Business Globally



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 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:

° 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.

o 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 Society's internal control.

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

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.

Report on Other Legal and Regulatory Requirements

As required by the Societies Act (British Columbia), we report that, in our opinion, the accounting principles in

Canadian accounting standards for not-for-profit organizations have been applied on a basis consistent with that of
the preceding year.

Nanaimo, British Columbia MA//: LLP

June 29, 2026 Chartered Professional Accountants



Nanaimo Art Gallery

Statement of Financial Position
As at March 31, 2026

2026 2025
Assets
Current
Cash and cash equivalents {Note 3) 226,495 283,121
Accounts receivable (Nofe 4) 9,536 20,051
Prepaid expenses 10,258 9,167
Inventory 25,732 26,078
Internally restricted cash (Schedule 1) 142,027 167,115
Externally restricted cash (Note 8) 107,332 115,826
521,380 621,358
Capital assets (Note 5) 188,157 190,406
Permanent collection (Note 6) 1 1
709,538 811,765
Liabilities
Current
Accounts payable and accruals (Note 7) 33,434 56,272
Deferred contributions (Note 8) 107,332 115,826
Deferred contributions related to capital assets (Note 9) 121,747 129,210
262,513 301,308
Commitments (Note 13}
Net Assets
Capital assets fund 66,708 61,497
Internally restricted fund (Schedule 1) 142,027 167,115
Operating fund 238,290 281,845
447,025 510,457
709,538 811,765

Approved on behalf of the Board

Director— o/

The accompanying notes are an integral part of these financial statements
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Nanaimo Art Gallery

Statement of Operations
For the year ended March 31, 2026

2026 2026 2025

Budget

(unaudited)

Revenue

Public sector revenue 713,674 768,847 700,933
Earned revenue 150,859 153,689 155,996
Private sector revenue 136,074 147,334 136,230
Amortization of deferred capital contributions (Note 9) 23,969 23,000 23,474
Interest income 6,688 2,600 11,389

1,031,264 1,095,470 1,028,022

Expenses
Building maintenance and projects
Core operating (Note 11)
Curatorial programming (Note 6)
Development and marketing
Gallery store
Learning and engagement

53,924 64,953 56,148
373,199 373,067 358,296
292,614 308,034 340,935
151,236 170,661 171,744

26,313 25,143 24,160
197,410 239,944 220,573

1,094,696 1,181,802 1,171,856

Deficiency of revenue over expenses

(63,432) (86,332) (143,834)

The accompanying notes are an integral part of these financial statements
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Nanaimo Art Gallery

Statement of Changes in Net Assets
For the year ended March 31, 2026

Internally
Capital assets restricted Operating
fund fund fund
2026 2025
Net assets, beginning of year 61,497 167,115 281,845 510,457 654,291
Deficiency of revenue over expenses (14,732) - (48,700) (63,432) (143,834)
Purchase of capital assets 36,450 (5,000) (31,450) - -
Internal reserve transfers - (20,088) 20,088 - -
Deferred capital contributions used for
purchase of capital assets (16,507) - 16,507 - -
Net assets, end of year 66,708 142,027 238,290 447,025 510,457

The accompanying notes are an integral part of these financial statements
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Nanaimo Art Gallery

Statement of Cash Flows
For the year ended March 31, 2026

2026 2025
Cash provided by (used for) the following activities
Operating
Deficiency of revenue over expenses (63,432) (143,834)
Amortization 38,701 38,331
Recognition of deferred contributions for capital assets (23,969) (23,474)
(48,700) (128,977)
Changes in working capital accounts
Accounts receivable 10,515 (9,269)
Inventory 346 172
Prepaid expenses (1,091) (879)
Accounts payable and accruals (22,838) 11,761
Deferred contributions (1,989) (22,174)
(63,757) (149,366)
Financing
Cash contributions received for capital assets 10,000 15,332
Change in restricted cash 33,581 136,518
43,581 151,850
Investing
Purchase of capital assets (36,450) (5,032)
Decrease in cash resources (56,626) (2,548)
Cash resources, beginning of year 283,121 285,669
Cash resources, end of year 226,495 283,121
Cash resources are composed of:
Cash 8,836 73,545
Guaranteed investment certificates 217,659 209,576
226,495 283,121

The accompanying notes are an integral part of these financial statements
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Nanaimo Art Gallery

Notes to the Financial Statements
For the year ended March 31, 2026

Incorporation and nature of the organization

Nanaimo Art Gallery (the “Charity”) was incorporated as a not-for-profit organization under the Societies Act of British
Columbia and is a registered charity under the Income Tax Act.

The purpose of the Society is to enhance the cultural environment of the Nanaimo/Central Vancouver Island region through
exhibitions and programs that encourage active public involvement with the visual arts.

Significant accounting policies

The financial statements have been prepared in accordance with Canadian accounting standards for not-for-profit
organizations set out in Part Il of the CPA Canada Handbook - Accounting, as issued by the Accounting Standards Board
in Canada and include the following significant accounting policies:

Revenue recognition

The Society follows the deferral method of accounting for contributions. Revenue with external restrictions are recognized
as revenue in the year in which the related expenses are incurred. Admissions, programs, events and gift shop sales are
recognized as revenue when collection is reasonably assured and the service or product is delivered. Donations are
recorded when received. All other revenue is recognized when received or when the amount can be reasonably estimated
and collection is reasonably assured. Contributions received specifically for the purchase of capital assets are deferred and
recognized as revenue at the same rate that the related capital assets are amortized.

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. Operating grants and community gaming grants are recognized
as revenue in the period that the funding relates to or when the related expenditure is incurred. Investment income is
recognized as revenue when earned.

Government Assistance amounts are recognized as revenue when there is a reasonable assurance that the Society has
complied with and will continue to comply with all conditions of the government assistance.

Revenue is presented on the Statement of Operations in the following categories:
(a) Public Sector Revenue consists of Municipal, Provincial and Federal funding.

(b) Earned Revenue consists of memberships, Gallery Store sales, art education programs, rent and other miscellaneous
income sources.

(c) Private Sector Revenue consists of corporate sponsorships, foundations donations and grants, general donations and
fundraising.

Fund accounting

The Charity follows the deferral method of accounting for contributions and reports using fund accounting, and maintains
three funds: Operating Fund, Capital Asset Fund, and Internally Restricted Fund.

The Operating Fund reports the Society’s revenue and expenses related to program delivery and administrative activities.

The Capital Assets Fund reports the Society’s assets, liabilities, revenue and expenses related to the Society’s capital
assets.

The Internally Restricted Fund reports the Society's revenue and expenses related to different projects with specific purpose
(see Schedule 1).

Contributed materials

Contributions of materials are recognized both as contributions and expenses in the statement of operations when a fair
value can be reasonably estimated and when the materials are used in the normal course of the Charity's operations and
would otherwise have been purchased.




Nanaimo Art Gallery

Notes to the Financial Statements
For the year ended March 31, 2026

Significant accounting policies (Continued from previous page)

Deferred contributions related to capital assets

Deferred contributions related to capital assets represent the unamortized portion of contributed capital assets and
restricted contributions that were used to purchase the Charity’s capital projects. Recognition of these amounts as revenue
is deferred to periods when the related capital assets are amortized.

Cash and cash equivalents

Cash and cash equivalents include balances with banks and short-term investments with maturities of three months or less.
Cash subject to restrictions that prevent its use for current purposes is included in restricted cash.

Financial instruments

The Charity recognizes its financial instruments when the Charity becomes party to the contractual provisions of the
financial instrument. All financial instruments are initially recorded at their fair value, including financial assets and liabilities
originated and issued in a related party transaction with management. Financial assets and liabilities originated and issued
in all other related party transactions are initially measured at their carrying or exchange amount in accordance with Section
3840 Related Party Transactions.

At initial recognition, the Charity may irrevocably elect to subsequently measure any financial instrument at fair value. The
Charity has not made such an election during the year.

The Charity subsequently measures investments in equity instruments quoted in an active market at fair value. Fair value is
determined by published price quotations. All other financial assets and liabilities are subsequently measured at amortized
cost.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or assumption of financial
instruments subsequently measured at fair value are immediately recognized in the excess of revenues over expenses for
the current period. Conversely, transaction costs and financing fees are added to the carrying amount for those financial
instruments subsequently measured at cost or amortized cost.

Financial asset impairment

The Society assesses impairment of all of its financial assets measured at cost or amortized cost. The Society groups
assets for impairment testing when there are numerous assets affected by the same factors. When there is an indication of
impairment, the Society determines whether it has resulted in a significant adverse change in the expected timing or amount
of future cash flows during the year. If so, the Society reduces the carrying amount of any impaired financial assets to the
highest of: the present value of cash flows expected to be generated by holding the assets; the amount that could be
realized by selling the assets; and the amount expected to be realized by exercising any rights to collateral held against
those assets. Any impairment, which is not considered temporary, is included in current year excess of revenues over
expenses.

The Society reverses impairment losses on financial assets when there is a decrease in impairment and the decrease can
be objectively related to an event occurring after the impairment loss was recognized. The amount of the reversal is
recognized in the excess of revenue over excess in the year the reversal occurs.

Inventory

Inventory is valued at the lower of cost and net realizable value. Cost is determined by the first in, first out method. Net
realizable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and
selling costs.




Nanaimo Art Gallery

Notes to the Financial Statements
For the year ended March 31, 2026

Significant accounting policies (Continued from previous page)

Capital assets

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair value at the date of
contribution plus all costs directly attributable to the acquisition.

Amortization is provided using the straight-line method at the following rates intended to amortize the cost of assets over
their estimated useful lives.

Rate
Computer equipment 5 years
Website 5 years
Gallery Equipment 5-20 years
Office equipment 5 years
Leasehold improvements 10 years

Measurement uncertainty (use of estimates)

The preparation of financial statements in conformity with Canadian accounting standards for not-for-profit organizations
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 revenues
and expenses during the reporting period.

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful accounts
is provided where considered necessary. Amortization of capital assets and deferred capital contributions is based on the
estimated useful lives of capital assets.

By their nature, these judgments are subject to measurement uncertainty, and the effect on the financial statements of
changes in such estimates and assumptions in future years could be material. These estimates and assumptions are
reviewed periodically and, as adjustments become necessary they are reported in excess of revenues over expenses in the
years in which they become known.

Allocation of expenses

Wages have been allocated for each employee based on hours approved by the Board in the annual budget to be allocated
to different departments. Other directly related expenses are allocated to each project accordingly.

Cash and cash equivalents

2026 2025
Bank accounts 8,836 73,545
CCCU GIC Rate: 2.8% Maturity: April 2026 108,713 103,695
CCCU GIC Rate: 2.15% Maturity: April 2026 108,946 105,881
226,495 283,121
Accounts receivable

2026 2025

Trade and other receivables 5,800 12,305
Goods and Services Tax receivable 3,736 7,746
9,536 20,051




Nanaimo Art Gallery

Notes to the Financial Statements
For the year ended March 31, 2026

Capital assets

2026 2025
Accumulated Net book Net book
Cost amortization value value
Computer equipment 12,859 8,245 4,614 1,902
Website 67,157 40,359 26,798 30,841
Gallery Equipment 51,954 27,043 24,911 4,117
Office equipment 10,799 10,071 728 1,302
Leasehold improvements 211,385 80,279 131,106 152,244
354,154 165,997 188,157 190,406

Included in Core operating expense on the Statement of Operations is $38,701 of amortization expense (2025 - $38,331).

Permanent collections

The Society's Permanent Collection serves to preserve the visual culture of the region for future generations, supports
professional artists and provides an accessible educational resource. The collection includes works on paper, paintings,
photographs and sculpture and deals with a variety of subject matter.

The value of objects of art in the Permanent Collection has been excluded from the Statement of Financial Position except
for a nominal carrying value of $1.

The Society acquires works of art by purchase, donation, and bequest. The purchased additions are recorded as an
acquisition expense at cost. The donated art of which income tax receipts were issued based on appraised value is
recorded as revenue and acquisition expense. The donated art of which no receipts are issued is not recorded in the
accounting records.

There were no acquisitions made during fiscal year 2026 (2025 - $63,017) expensed in curatorial programming. There were
several donated works of art in the current year. No works were deaccessioned during the year.

Accounts payable and accruals

2026 2025

Trade accounts payable 25,366 32,410
Wages payable - 17,160
Government remittances payable 8,068 6,702
33,434 56,272




Nanaimo Art Gallery

Notes to the Financial Statements
For the year ended March 31, 2026

10.

1.

12.

Deferred contributions

Deferred contributions represent amounts received in the current or a prior year for which the contributor has attached
restrictions as to their use. These amounts are recognized as revenue in the year the required expenditure is made.
Changes in the deferred contributions balance during the year are as follows:

2026 2025
Balance, beginning of year 115,826 128,000
Amount received during the year 103,839 78,658
Less: Amount recognized as revenue during the year (95,826) (85,500)
Less: Amount utilized for capital projects (16,507) (5,332)
Balance, end of year 107,332 115,826
Deferred contributions at end of the year consist of:
BC Arts Council 58,000 60,500
City of Nanaimo - restricted for capital projects 13,493 20,000
The Edwina and Paul Heller Memorial Fund 15,000 -
Audain Foundation - 20,000
Prepaid program fees 20,839 10,326
Coastal Community Credit Union - 5,000
107,332 115,826

Deferred contributions related to capital assets

Deferred capital contributions consist of the unamortized amount of restricted contributions received for the purchase of
capital assets. Recognition of these amounts as revenue is deferred to periods when the related capital assets are
amortized. Changes in deferred capital contributions are as follows:

2026 2025
Balance, beginning of year 129,210 147,352
Add: amounts utilized for capital projects 16,507 5,332
Less: amounts amortization of deferred capital contributions recognized as revenue during the
year (23,970) (23,474)
Balance, end of year 121,747 129,210

Financial instruments

The Charity, as part of its operations, carries a number of financial instruments. It is managements opinion that the Charity
is not exposed to significant interest, currency, credit, liquidity or other price risks arising from these financial instruments
except as otherwise disclosed.

Core operating expenses

The "Core operating expenses" includes a portion of administrative wages, staff health benefits, MERCS and WCB,
financial services, amortization, memberships, training and conferences.

Director, employee and contractor compensation

During the year, two employees (2025 - one) received remuneration in excess of $75,000. The Board of Directors did not
receive remuneration in the current or prior year.




Nanaimo Art Gallery

Notes to the Financial Statements
For the year ended March 31, 2026

13.

14.

15.

16.

Commitments

The Society rents its premises at 150 Commercial Street from the City of Nanaimo for $1 per year. The Society has entered
into a lease agreement on January 1, 2024 which expires December 31, 2033.

Contingencies

The Art Gallery has custody of articles on consignment. The Art Gallery would be liable should any or all of the pieces
become damaged, destroyed, or go missing.

Economic dependence

The Society's primary source of revenue is derived from grants from the City of Nanaimo, the Province of BC and the
Canada Council for the Arts. The City of Nanaimo supplies the space to the Society through a co-management agreement.
The Society's ability to continue viable operations is dependent upon the continued support from the City of Nanaimo, the
Province of BC and the Government of Canada. The Society has been striving to diversify its revenue sources to reduce its
dependence on government support.

Comparative figures

Certain comparative figures have been reclassified to conform with current year presentation.
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Nanaimo Art Gallery Society

Schedule 1 - Internally Restricted Reserves
For the year ended March 31, 2026

Name of funds Opening balance Transferin Funds used Transfer out Ending balance
Future capital improvements to 150 Commercial Street (Note 1) 45,577 - 5,000 - 40,577
Consultation fees for new Gallery project (Note 2) 34,888 - 6,000 28,888 -
Consultation fees for fund development for new Gallery project (Note 2) 20,000 - 11,088 8,912 -
Architectural fees for new Gallery project (Note 2) 50,000 - 50,000 -
Pre-development for new Gallery project (Note 2) - 87,800 - - 87,800
Curatorial assistant/guest curator wages 16,650 - 3,000 - 13,650
Total 167,115 87,800 25,088 87,800 142,027
Note 1

In addition to internally restricted funds for 150 Commercial Street noted above, there is $13,493 (2025 - $20,000) of capital related funding
provided by the City of Nanaimo in Deferred contributions (see Note 8). Total internally restricted and externally restricted funding for 150 Commercial
Street is $54,070 (2025 - $65,577).

Note 2

On March 30, 2026, the Board of Directors approved a transfer of $87,800 into a new restricted fund for Pre-development work for new Gallery
Project. This transfer combined and collapsed three existing balances in consultation fees, consultation fees for fund development, and architectural
fees into the new restricted fund.
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