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Independent auditor’s report

To the Trustees of
The George R. Gardiner Museum of Ceramic Art

Opinion

We have audited the financial statements of The George R. Gardiner Museum of Ceramic Art {the "Museum”],
which comprise the statement of financial position as at December 31, 2019, and the statement of operations,
statement of changes in net assets and statement of 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 Museum as at December 31, 2019 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 Museum in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada, and we have fulfilled our 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.

Other information included in the Museum’s 2019 annual report

Management is responsible for the other information. The other information comptrises the information included in
the annual report, but does not include the financial statements and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information, and in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

We obtained the annual report prior to the date of this auditor's report. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibilities of management and those charged with governance for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
Canadian generally accepted 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 fo fraud or error.

In preparing the financial statements, management is responsible for assessing the Museum’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 Museum or to cease operations, or has no realistic
alternative but to do so.

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

. 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
Museum’s internal control.

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

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Museum’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 Museum to cease to continue as a going concern.

o 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.
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The George R. Gardiner Museum of Ceramic Art

Statement of financial position

As at December 31

Assets

Current

Cash and cash equivalents
Accounts receivable

Inventory

Prepaid expenses

Total current assets
Investments, fair value [note 3[a]]
Capital assets, net [note 4]
Collections [note 10]

Liabilities and net assets

Current

Accounts payable and accrued liabilities [note 13]
Deferred revenue

Deferred contributions [note 5]

Total current liabilities

Deferred capital contributions [note 6]

Total liabilities

Net assets

Unrestricted

Endowment [nofe 9]
Total net assets

See accompanying notes

On behalf of the Board:

hor

—/’7

James Appleyard

2019 2018

$ $
801,930 339,989
211,146 582,859
123,103 101,128
88,485 171,360
1,224,664 1,195,336

27,425,333 25,114,227
14,368,531 14,690,944
1 1

43,018,529 41,000,508

410,619 243,739
169,111 153,104
435,881 592,567
1,015,611 989,410

11,724,944 11,959,283

12,740,555 12,948,693

— 1
30,277,974 28,051,814

30,277,974 28,051,815

43,018,529 41,000,508

C}cau,,bd”z‘ig,o?;c

Cathy Wragget




The George R. Gardiner Museum of Ceramic Art

Statement of operations

Year ended December 31

Revenue

Fundraising [note 11]

Facility rental

Education

Government grants [note 7]

Museum shop

Admissions

Investment income (loss), net
[notes 3[b] and 9[b]]

Amortization of deferred capital
contributions [note 6]

Other income

Expenses

Curatorial fnote 10]

Facilities

Administration

Education

Marketing and publicity

Annual fundraising

Museum shop and commercial [note 8]
Amortization of capital assets

Excess (deficiency) of revenue over
expenses for the year

See accompanying notes

2019 2018
General
operations Other Total Total
$ $ $ $
1,433,289 —_ 1,433,289 1,622,594
552,787 — 552,787 390,154
549,697 —_ 549,697 512,491
454,414 —_ 454,414 894,295
264,528 — 264,528 217,977
292,260 —_ 292,260 167,445
984,220 2,143,502 3,127,722 (433,960)
— 638,669 638,669 566,388
129,988 — 129,988 63,186
4,661,183 2,782,171 7,443,354 4,000,570
1,085,821 — 1,085,821 988,980
983,552 — 983,552 888,746
884,346 —_ 884,346 994,878
630,444 —_ 630,444 643,216
447,584 — 447,584 460,731
373,000 — 373,000 485,972
270,866 — 270,866 273,947
— 863,546 863,546 742,526
4,675,613 863,546 5,539,159 5,478,996
(14,430) 1,918,625 1,904,195 (1,478,426)




The George R. Gardiner Museum of Ceramic Art

Schedule of changes in net assets

Year ended December 31

Net assets, beginning of year

Excess of revenue over expenses for the year

Endowment contributions

Investment income in excess of amount made
available for spending [note 9[b]]

Interfund transfers [hote 9[d]]

Net assets, end of year

Net assets, beginning of year

Adoption of new collections standard [note 2]
Deficiency of revenue over expenses for the year
Endowment contributions

Investment losses on externally endowed funds
Interfund transfers [note 9[d]]

Net assets, end of year

See accompanying notes

2019
Unrestricted Endowment Total
$ $ $
[note 9]

1 28,051,814 28,051,815

1,904,195 — 1,904,195

— 138,377 138,377

— 183,587 183,587
(1,904,196) 1,904,196 —
— 30,277,974 30,277,974

2018
Unrestricted Endowment Total
$ $ $

— 29,627,896 29,527,896

1 — 1
(1,478,426) — (1,478,426)
— 49,895 49,895
— (47,551) (47,551)
1,478,426 (1,478,426) —

1 28,051,814 28,051,815




The George R. Gardiner Museum of Ceramic Art

Statement of cash flows

Year ended December 31

2019 2018
$ $
Operating activities
Excess (deficiency) of revenue over expenses for the year 1,904,195 (1,478,426)
Add (deduct) items not involving cash
Amortization of capital assets 863,546 742,526
Amortization of deferred capital contributions (638,669) (666,388)
Investment income reinvested, net of management fees (3,110,813) 433,960
(981,741) (868,328)
Net change in non-cash working capital balances related
to operations 446,190 (269,335)
Cash used in operating activities (535,551) (1,137,663)
Investing activities
Withdrawals from externally managed investments 983,294 1,650,446
Purchase of capital assets (541,133) (1,726,812)
Cash provided by (used in} investing activities 442,161 (76,366)
Financing activities
Contributions restricted for capital purposes 416,954 693,334
Endowment contributions 138,377 49,895
Cash provided by financing activities 555,331 743,229
Net increase (decrease) in cash during the year 461,941 (470,800)
Cash and cash equivalents, beginning of year ‘ 339,989 810,789
Cash and cash equivalents, end of year 801,930 339,989

See accompanying notes




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

1. General

The George R. Gardiner Museum of Ceramic Art [the “Museum”] was incorporated under the Gardiner Museum
Act passed in 1981 by the Ontario Legislature.

The purpose of the Museum is to:

[a] collect, conserve, lend and exhibit to the public works of ceramic, decorative and fine art and materials
associated with civilizations producing art;

[b] promote research, education and public interest in the origin, history, development, techniques and
appreciation of ceramic, decorative and fine art; and

[c] provide facilities and services for the purposes refetred to above.

The Museum is a registered charity under the Income Tax Act (Canada) and, as such, is exempt from income
taxes and is able to issue donation receipts for income tax purposes.

2. Summary of significant accounting policies

These financial statements are prepared in accordance with Part Il of the CPA Canada Handbook — Accounting,
“Accounting Standards for Not-for-Profit Organizations”, which sets out generally accepted accounting principles
for not-for-profit organizations in Canada and includes the significant accounting policies summarized below.

Revenue recognition

The Museum follows the deferral method of accounting for contributions, which include grants, bequests and other
donations. Grants and bequests are recognized in the accounts when received or receivable if the amount to be
received can be reasonably estimated and collection is reasonably assured. Other donations are recorded when
received, since pledges are not legally enforceable claims. Unrestricted contributions are recognized as revenue
when initially recorded in the accounts. Externally restricted contributions are deferred when initially recorded in
the accounts and recognized as revenue in the year in which the related expenses are recognized. Endowment
contributions are recognized as a direct increase in net assets when initially recorded in the accounts.

Sales and service revenue is recognized when goods are delivered and services rendered.

Investment income (loss), which consists of interest, dividends, income distributions from pooled funds, realized
gains and losses on all investments and unrealized gains and losses on investments recorded at fair value, is
recorded as investment income (loss) in the statement of operations, except where it is externally restricted, in
which case it is added to or deducted from endowment net assets or other restricted balances.




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

Financial instruments

Investments reported at fair value consist of equity instruments that are quoted in an active market, investments in
pooled funds, as well as any investments in fixed income securities that the Museum designates upon purchase
to be measured at fair value. Transaction costs are recognized in the statement of operations in the period during
which they are incurred.

Investments in fixed income securities not designated to be measured at fair value are initially recorded at fair
value net of transaction costs and are subsequently measured at amortized cost using the straight-line method,
less any provision for impairment.

Other financial instruments, including accounts receivable and accounts payable, are initially recorded at their fair
value and are subsequently measured at amortized cost, net of any provisions for impairment.

Cash and cash equivalents

Cash and cash equivalents consist of cash deposits and short-term investments with original terms to maturity of
90 days or less. Cash and investments meeting the definition of cash and cash equivalents that are held for
investing rather than for liquidity purposes are classified as long-term investments.

Inventory

Inventory is valued at the lower of cost, determined on a weighted average basis, and net realizable value.

Collections

The Museum records its collections at nominal value on the statement of financial position. For purchased
collection items, the difference between the purchase price of the items and nominal value is recognized as an
expense in the statement of operations. Items donated to the Museum are not recorded in the financial statements.

Proceeds from the sale of collection items are used either to acquire new items for the collection or for the direct
care of the collection. Proceeds from the sale of collection items that are subject to external restrictions are deferred
when initially recorded in the accounts and recognized as revenue in the year in which the related expenses are
recognized.




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

Capital assets

Purchased capital assets are recorded at acquisition cost. Contributed capital assets are recorded at fair value as
at the date of contribution. Amortization is provided on a straight-line basis over the assets’ useful lives as follows:

Tangible

Land-use costs Term of lease
Building and building improvements 1040 years
Exhibit cases, furniture and other equipment 3-10 years
Intangible

Website costs 3-5 years

Capital assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
value of an asset may not contribute to the Museum'’s ability to provide goods and services. Any impairment results
in a write-down of the asset and an expense in the statement of operations. An impairment loss is not reversed if
the fair value of the related asset subsequently increases.

Contributed materials and services

Contributed materials and services are not recognized in the financial statements.

Segmented information

The statement of operations separates transactions between general operations and other. Other includes the
difference between net investment income (loss) less investment fees recorded in the statement of operations and
the amount made available for general operations approved by the Board of Trustees [the “Board”], amortization
of capital assets and deferred capital contributions, and certain unusual revenue and expenses.

All other revenue and expenses of the Museum are recorded in general operations in the statement of operations.

Allocation of expenses

The costs of each function include the costs of personnel and other expenses that are directly related to providing
the function. General support and other costs are not allocated to functions.

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, related amounts of revenue and expenses, and disclosure of contingent assets and liabilities. Areas
requiring the use of management's estimates include the estimated useful lives of capital assets. Actual results
could differ from those estimates.




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

Adoption of new accounting standards

During the year, the Museum prospectively adopted the new accounting standards Section 4433, Tangible Capital
Assets and Section 4434, Intangible Capital Assets as of January 1, 2019. Section 4433, Tangible Capital Assets
replaces the previous Section 4431, Tangible Capital Assets and provides additional guidance on contributed
assets and the write-down (partial impairment) of assets. Section 4434, Infangible Capital Assets replaces the
previous Section 4432, Intangible Capital Assets and provides additional guidance on contributed assets and the
write-down [partial impairment] of assets. The adoption of these standards did not impact these financial
statements.

in addition, the Museum retroactively adopted the new accounting standard Section 4441, Collections which
replaces the previous Section 4440, Collections and provides guidance on measurement, presentation and
disclosure of items in a collection. This new standard requires all collections to be recorded on the statement of
financial position at either cost or nominal value. The change in accounting policy was applied on a retroactive
basis and additional disclosures have been made within significant accounting policies. The adoption of this
standard resulted in nominal recognition on the statement of financial position.

3. Investments

[a] Investments recorded at fair value consist of the following:

2019 2018
$ $

Cash 500,820 469,319
Units in pooled funds

Canadian bonds 6,816,445 6,570,582

Canadian equities 5,013,626 2,316,968

Foreign equities 15,094,442 15,757,358

27,425,333 25,114,227

[b] Investment income (loss) is net of investment management fees of $129,887 [2018 — $139,060].




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

4. Capital assets

Capital assets consist of the following:

2019
Accumulated Net book
Cost amortization value
$ $ $

Tangible
Land-use costs 550,000 203,500 346,500
Building and building improvements 19,764,680 6,343,338 13,421,342
Exhibit cases, furniture and other equipment 1,984,633 1,390,611 594,022

22,299,313 7,937,449 14,361,864
Intangible
Website costs 124,720 118,053 6,667

22,424,033 8,055,502 14,368,531

2018
Accumulated Net book
Cost amortization value
$ $ $

Tangible
Land-use costs 550,000 198,000 352,000
Building and building improvements 19,462,104 5,660,388 13,801,716
Exhibit cases, furniture and other equipment 1,756,076 1,257,088 498,988

21,768,180 7,115,476 14,652,704
Intangible
Website costs 114,720 76,480 38,240

21,882,900 7,191,956 14,690,944

Exhibit cases, furniture and other equipment include costs of $220,775, and building and building improvements
include renovation costs of $1,055,135, that were in progress as at December 31, 2018. Accordingly, no
amortization was recorded in 2018 on these assets in progress. There were no assets in progress as at December
31, 2019.

Land-use costs represent those incurred in 1983 associated with a $1 per year land lease expiring in 2082.




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

5. Deferred contributions

Deferred contributions represent grants and donations related to future years’ operations. The continuity of
deferred contributions is as follows:

2019 2018
$ $
Balance, beginning of year 592,567 564,668
Amounts received during the year 372,957 876,581
Amounts recognized as revenue during the year (542,267) (839,567)
Amounts transferred from (to) deferred capital contributions, net 12,624 (9,115)
Balance, end of year 435,881 592,567

6. Deferred capital contributions

Deferred capital contributions represent the unamortized amount of donations received for the purchase of capital
assets. The annual amortization of deferred capital contributions is recorded as revenue in the statement of
operations. The changes in the deferred capital contributions balance are as follows:

2019 2018
$ $
Balance, beginning of year 11,959,283 11,823,222
Contributions restricted for capital purposes 416,954 693,334
Amounts transferred from (to) deferred contributions, net (12,624) 9,115
Amortization of deferred capital contributions (638,669) (566,388)
Balance, end of year 11,724,944 11,959,283

Included in the deferred capital contributions balance as at December 31, 2019 are $62,216 [2018 — $289,225] of
unspent amounts for capital projects to be spent in future years.




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

7. Government grants

Government grants include operational support and project specific grants and consist of the following:

City of Toronto — Operating

Ministry of Tourism and Culture — Operating

Ontario Arts Council — Operating

Canada Council for the Arts — Operating

Canadian Heritage — Van Horne

Federal Economic Development Agency — Lobby & Clay Studio
Ontario Cultural Attractions Fund — Yoko Ono

City of Toronto — National Sculpture Competition

2019 2018

$ $
161,535 168,370
145,482 145,482
77,397 71,235
70,000 70,000
—_ 203,120
—_ 144,706
—_ 60,000
— 41,382
454,414 894,295

8. Expenses

Museum shop expenses include cost of sales of $187,696 [2018 ~ $151,630].

9. Endowment net assets

[a] Endowment net assets consist of amounts subject to donor and Board-imposed restrictions relating to
maintaining the principal and using the income in accordance with any purposes established by the donor or

the Board. Endowment net assets consist of the following:

Externally endowed
Internally endowed

2019 2018

$ $
2,812,536 2,490,572
27,465,438 25,561,242
30,277,974 28,051,814

The internally endowed net assets include amounts that have been restricted by the Board to help ensure the

long-term financial security of the Museum.

[b] The Board has established a policy with the objective of protecting the real value of endowment net assets by
limiting the amount of income made available for spending and requiring the reinvestment of any income
earned in excess of this limit. The amount available for spending is calculated based on a percentage [4.75%]

of the five-year moving average of the market value of investments at year-end.

For externally endowed funds, the preservation of capital is recorded as a direct increase in endowment net
assets. In any year, should net investment income not be sufficient to fund the amount to be made available




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

[c]

for spending on externally endowed funds or the investment return is negative, the amount to be made
available is recorded as a decrease in the endowment fund.

For internally endowed funds, investment income is recorded in the statement of operations, with the amount
to be made available for spending recorded in general operations. Any excess of revenue over expenses for
the year is transferred to the internally endowed funds. In any year, if there is a deficiency of revenue over
expenses related to operations, an amount is transferred from internally endowed net assets to unrestricted
net assets.

In 2019, net investment income of $301,141 was earned on investments held for the externally endowed
portion of endowment net assets. Of this total, $117,554 was made available for spending and included in
general operations revenue in the statement of operations. The amount earned on externally endowed funds
in excess of the amount available for spending of $183,587 was added to endowment net assets in the
statement of changes in net assets. Investment income of $3,010,168 was earned on the internally endowed
portion of endowment net assets and recorded in the statement of operations, of which $866,666 was available
for spending and recorded in general operations.

in 2018, there was a net investment loss of $481,511 on investments held for endowments. Investment losses
of $47,551 related to externally endowed net assets were recorded directly in the endowment fund. Investment
losses of $433,960 related to internally endowed assets were recorded in the statement of operations. The
shortfall of investment income earned on externally endowed net assets and the calculated amount made
available for spending of $106,580 was transferred from the external endowment fund to the unrestricted fund
[note 9[d]]. The shortfall of investment income earned on internally endowed net assets and the calculated
amount made available for spending of $920,622 was transferred from the internal endowment fund to the
unrestricted fund [note 9[d]]. A further $433,960, representing net investment losses related to internally
endowed net assets, was transferred from the internal endowment fund to the unrestricted fund [note 9[d]].

Effective December 31, 2019, the Board approved a transfer of $1,904,196 representing the excess of revenue
over expenses, to the internally endowed portion of endowment net assets from unrestricted net assets.

Effective December 31, 2018, the Board approved a transfer of $17,264, representing the deficiency of
revenue over expenses, from the internally endowed portion of endowment net assets to unrestricted net
assets.




The George R. Gardiner Museum of Ceramic Art

December 31, 2019

[d] Interfund transfers consist of the following:

Transfer of excess of revenue over expenses
Transfer of nominal collection amount [nofe 2]

Shortfall between investment income earned and the amount
available for spending related to externally endowed funds

[note 9[b]]

Shortfall between investment income earned and the amount

available for spending related to internally endowed funds [note 8/b]]
Transfer of investment loss on internally endowed funds [note 9/b]]
Transfer of deficiency of revenue over expenses

10. Collection of ceramic art

Notes to financial statements

2019
Unrestricted Endowment
fund fund
$ $
(1,904,195) 1,904,195
(1) 1
(1,904,196) 1,904,196
2018
Unrestricted Endowment
fund fund
$ $
106,580 (106,580)
920,622 (920,622)
433,960 (433,960)
17,264 (17,264)
1,478,426 (1,478,426)

The Museum houses approximately 4,000 objects, including European Porcelain, ceramics from the Ancient
Americas, Chinese porcelain, Japanese porcelain, and contemporary ceramics. The Museum also has within its
collections a small number of non-ceramic works directly related to objects in its collections, such as paintings,
works on paper, and decorative arts. Two works of public art also form part of the Museum’s collections.

In 2019, collections with an appraised fair value of $294,347 [2018 — $224,398] were donated to the Museum and
related mainly to a tranche of objects from a collection of Canadian contemporary ceramics. Curatorial expenses

included purchases of ceramic art of $18,237 [2018 ~ $17,775].

There were no disposals of collection items during the year [2018 — nil]. As at December 31, 2019, there are no

amounts of proceeds received and not yet spent from disposals of collection items [2018 — nil].




The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

11. Ontario Arts Foundation Endowment Fund Program

The Museum participates in the Arts Endowment Fund Program administered by the Ontario Arts Foundation
[the “OAF”]. As at December 31, 2019, the OAF held $1,104,302 [2018 — $1,008,473] for the benefit of the
Museum, which is not reflected in the financial statements.

During 2019, $47,347 [2018 — $47,573), representing amounts distributed under the Arts Endowment Fund
Program, is included in fundraising revenue.

12. The George R. Gardiner Museum of Ceramic Art — U.S,

The George R. Gardiner Museum of Ceramic Art — U.S. is a separate corporation without share capital and with
its own Board of Directors; its purpose is to support and carry out tax exempt purposes of the Museum and other
publicly supported organizations with compatible purposes. it is able to accept donations, difts, legacies and
bequests and issue U.S. charitable donation receipts. The George R. Gardiner Museum of Ceramic Art — U.S. is
exempt from U.S. federal and state income taxes. During the year, the Museum received no in-kind contributions
[note 10] and cash contributions of $4,750 [2018 — fair value of $18,000 and cash contributions of $11,100] from
The George R. Gardiner Museum of Ceramic Art — U.S. As at December 31, 2019 and 2018, The George R.
Gardiner Museum of Ceramic Art — U.S. had no net assets.

13. Government remittances

Included in accounts payable and accrued liabilities are government remittances payable $12,868 [2018 — nil].

14. Financial instruments and risk management

The Museum is exposed to various financial risks through transactions in its financial instruments.

Currency risk

The Museum is exposed to foreign currency risk with respect to the underlying investments of its pooled funds
denominated in foreign currencies, because the fair value and future cash flows will fluctuate due to the changes
in the relative value of foreign currencies against the Canadian dollar.

Credit risk

The Museum is exposed to credit risk in connection with its accounts receivable and the underlying fixed income
investments of its pooled funds because of the risk that one party to the financial instrument may cause a financial
loss for the other party by failing to discharge an obligation.

Interest rate risk

The Museum is exposed to interest rate risk with respect to the underlying fixed income investments in pooled
funds because the fair value will fluctuate due to changes in market interest rates.
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The George R. Gardiner Museum of Ceramic Art

Notes to financial statements

December 31, 2019

Other price risk

The Museum is exposed to other price risk through changes in market prices [other than changes arising from
interest rate or currency risks] in connection with its investments in pooled funds.

15. Comparative financial statements

The comparative financial statements have been reclassified from financial statements previously presented to
conform to the presentation of the 2019 financial statements.

16. Subsequent events

Subsequent to year end, the coronavirus disease 2019 [‘COVID-19"] has been classified as a pandemic by the
World Health Organization and unprecedented actions have been taken by governments around the world to curtail
the spread of the disease. The forced closure of non-essential businesses, which include museums, is expected
to continue to have a significant adverse impact on the arts, entertainment and recreation industry, the duration of
which is unable to be predicted with any degree of accuracy.

Global financial markets have experienced significant volatility in equity and fixed income securities prices. The
outcome and timeframe to a recovery from the current pandemic is highly unpredictable and as such the valuation
of investments will vary greatly until the current uncertainty is resolved. No other significant adjustments to assets
are anticipated.

The extent of such adverse effects on the Museum’'s business and financial and operational performance will
depend on future developments, including the duration, spread and severity of the outbreak and the extent of the
impact of COVID-19 on overall demand for arts, entertainment and recreation activities, all of which are highly
uncertain and unpredictable at this time.
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