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AKLER BROWNING LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Members of Shaw Festival Theatre Endowment Foundation

Opinion
We have audited the financial statements of Shaw Festival Theatre Endowment Foundation (the
"Endowment Foundation"), which comprise the statement of financial position as at December 31, 2022,
and the statement of operations, statement of changes in fund balances 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 Endowment Foundation as at December 31, 2022, 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 (ASNPO).

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 Endowment Foundation 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.

Other Matter

The financial statements of the Endowment Foundation for the year ended December 31, 2021 were
audited by another firm of Chartered Professional Accountants who issued an unqualified opinion in their
Independent Auditor's Report dated April 26, 2022.

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 ASNPO, 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 Endowment
Foundation’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 Endowment Foundation or to cease operations, or has no realistic alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of 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:
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AKLER BROWNING LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT, continued

. 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 Endowment Foundation'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 Endowment Foundation'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 Endowment
Foundation 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.

Al s gﬁawa/}g/ P

Chartered Professional Accountants
Licensed Public Accountants
Toronto, Canada

April 28, 2023
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SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Statement of Operations
Year ended December 31, 2022

Unrestricted Fund Restricted Fund Endowment Fund Total
2022 2021 2022 2021 2022 2021 2022 2021

Revenue
Contributions $ - $ - $ 112,685 $ 1,061,536 $ 462,241 $ 1,080,464 $ 574,926 $ 2,142,000
Grants - - - - 544,878 754,851 544,878 754,851

Investment (loss) income,
net of investment
management fees (Note
3(b), 5and 9) - - (87,928) 180,953  (1,445,244) 4,267,431  (1,533,172) 4,448,384

- - 24,757 1,242,489 (438,125) 6,102,746 (413,368) 7,345,235

Expenses
Administration 19,913 14,228 - - - - 19,913 14,228

(Deficiency) excess of
revenue over expenses
before distributions (19,913) (14,228) 24,757 1,242,489 (438,125) 6,102,746 (433,281) 7,331,007

Distributions
Shaw Festival Theatre,
Canada (Note 9(a)) 318,500 278,000 2,495,690 917,902 - - 2,814,190 1,195,902

(Deficiency) excess of
revenue over expenses
and distributions

&

(338,413) § (292,228) $(2,470,933) $§ 324,587 $ (438,125) $ 6,102,746 $(3,247,471) $ 6,135,105

See notes to the financial statements 3



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION

Statement of Changes in Fund Balances
Year ended December 31, 2022

Unrestricted Fund Restricted Fund

Endowment Fund Total

Endowed Restricted Unrestricted Total
Fund balance, beginning of year $ 12,625 $ 2,590,891 $ 30,706,412 $ 1,865,010 $ 4,076,916 $ 36,648,338 $ 39,251,854
(Deficiency) excess of revenue
over expenses and distributions (338,413) (2,470,933) 1,007,119 (462,478) (982,766) (438,125) (3,247,471)
Interfund transfer (Note 8) 333,558 902,432 163,500 (447,837) (951,653) (1,235,990) -
Fund balances, end of year $ 7,770 $ 1,022,390 $ 31,877,031 $ 954,695 $ 2,142,497 $ 34,974,223 $ 36,004,383
2021
Unrestricted Fund Restricted Fund Endowment Fund Total
Endowed Restricted Unrestricted Total
Fund balances,beginning of year $ 12,740 $ 1,651,918 $ 28,539,097 $ 895,752 $ 2,017,242 $ 31,452,091 $ 33,116,749
(Deficiency) excess of revenue
over expense and distributions (292,228) 324,587 1,835,315 1,365,578 2,901,853 6,102,746 6,135,105
Interfund transfer (Note 8) 292,113 614,386 332,000 (396,320) (842,179) (906,499) -
Fund balances, end of year $ 12,625 $ 2,590,891 §$ 30,706,412 $ 1,865,010 $ 4,076,916 $ 36,648,338 $ 39,251,854

See notes to the financial statements 4



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Statement of Financial Position
December 31, 2022

2022 2021
Assets
Current assets

Cash $ 271,492 $ 548,654

Accounts receivable (Note 10) 84,925 768,216

Advance to Shaw Festival Theatre, Canada (Note 9(a)) 1,638,154 1,329,809

Investments (Note 3(a)) - 1,212,500
Total current assets 1,994,571 3,859,179
Investments (Note 3(a)) 35,219,349 35,440,575
Total assets $ 37,213,920 $ 39,299,754
Liabilities
Accounts payable and accrued liabilities (Note 9(a)) $ 1,209,537 $ 47,900
Fund balances
Unrestricted funds 7,770 12,625
Restricted funds (Note 4) 1,022,390 2,590,891
Income from endowed funds (Note 5)

Unrestricted 2,142,497 4,076,916

Restricted 954,695 1,865,010
Endowed funds (Note 5)

External endowments 31,877,031 30,706,412
Total fund balances 36,004,383 39,251,854
Total liabilities and fund balances $ 37,213,920 $ 39,299,754
Approved h f the board

" . Director L Z @’k‘ ; Director
See notes to the financial statements 5



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION

Statement of Cash Flows
Year ended December 31, 2022

2022

2021

CASH FLOWS FROM OPERATING ACTIVITIES

(Deficiency) excess of revenue over expenses and distributions $ (3,247,471) $ 6,135,105
Realized (gain) on investments (Note 3) (534,925) (393,959)
Unrealized (gain) loss on investments (Note 3) 2,807,787 (3,455,992)
Reinvested dividends and interest, net (Note 3) (771,342) (635,772)
(1,745,951) 1,649,382
Change in non-cash working capital items

Accounts receivable 683,290 (743,718)
Advance to Shaw Festival Theatre, Canada (308,345) (411,907)
Accounts payable and accrued liabilities 1,161,639 (6,699)
1,536,584 (1,162,324)
Cash (Used in) Provided by Operating Activities (209,367) 487,058

CASH FLOWS FROM INVESTING ACTIVITIES
Investments purchased (2,450,000) (4,275,000)
Investments sold 3,562,500 3,975,000
Principal (issued) repaid on promissory notes (Notes 3 and 9) (1,180,295) 64,359
Cash Used in Investing Activities (67,795) (235,641)
(Decrease) increase in cash (277,162) 251,417
Cash, beginning of year 548,654 297,237
Cash, end of year $ 271,492 $ 548,654

See notes to the financial statements 6



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

1.

DESCRIPTION OF ORGANIZATION

The Shaw Festival Theatre Endowment Foundation (the “Endowment Foundation”) was
incorporated under the Corporations Act (Ontario) on November 22, 2002 as a corporation
without share capital. The Endowment Foundation’s objectives are to receive, hold and maintain
one or more funds and to transfer from time to time all or part of the income therefrom and the
capital thereof (unless endowed by the contributor) for the benefit of the Shaw Festival Theatre,
Canada (the “Theatre”).

The Endowment Foundation is a registered charitable public foundation as defined in the Income
Tax Act (Canada) and, as such, is exempt from income taxes and able to issue donation receipts
for income tax purposes.

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” and Part Il of
the CPA Canada Handbook - Accounting, “Accounting Standards for Private Enterprises” where
Part 1ll does not apply, which set out generally accepted accounting principles for not-for-profit
organizations in Canada and include the significant accounting policies set out below.

(a) Fund accounting

For financial presentation purposes, the accounts of the Endowment Foundation have been
classified into the following funds:

The Unrestricted Fund reports unrestricted resources available for any purpose.

The Restricted Fund reflects contributions and grants that are to be used for specific
purposes as specified by the contributor.

The Endowment Fund reflects contributions and grants that are to be permanently
maintained as specified by the contributor. The Endowment Fund also includes the
balances of the Ontario Arts Endowment Fund (“OAEF”) (Note 6) and Canadian Arts and
Heritage Sustainability Fund (“CAHCIF”) (Note 7) whose contributions, including any
matched funds, must also be maintained in perpetuity.

It is the Endowment Foundation’s policy to allocate investment income, irrespective of any
restrictions thereon, to the Restricted Fund and Endowment Fund based on its proportionate
share of each fund’s underlying investments. Restricted and unrestricted investment income
is subsequently transferred out to the relevant Restricted, Endowed (if used for matching
purposes (Notes 6 and 7) or Unrestricted Fund when the underlying conditions are met.

The investment income earned on the Endowment Fund is administered in accordance with
the Endowment Foundation’s endowment management policies (Note 5) or the policies of
OAEF (Note 6) or CAHCIF (Note 7).



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

2,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(b)

Revenue recognition

The Endowment Foundation follows the restricted fund method of accounting for
contributions, which include grants, bequests, donations and other contributions.

Contributions are recognized as revenue in the fund to which they relate when received or
receivable.

Investment income (loss) consists of interest, distributions from pooled funds, realized and
unrealized gains and losses including foreign exchange, net of investment management
fees. Net investment income (loss) earned is allocated to each of the funds on a monthly
basis, based on each fund’s investment balance at the beginning of the respective month.

Financial instruments

The Endowment Foundation’s financial assets and liabilities comprise cash, accounts
receivable, advances to the Theatre, investments, and accounts payable.

Initial measurement

The Endowment Foundation’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.

Subsequent measurement

At each reporting date, the Endowment Foundation measures its financial assets and
liabilities at cost or amortized cost (less impairment in the case of financial assets), except
for equities and market funds quoted in an active market, which are measured at fair value,
and investments in pooled funds, which the Endowment Foundation has elected to measure
at fair value. All changes in fair value of the Endowment Foundation’s investments in
pooled funds are recorded in the statement of operations.

The Endowment Foundation uses the effective interest rate method to amortize any
premiums, discounts, transaction fees and financing fees to the statement of operations.
The financial instruments measured at amortized cost are cash, accounts receivable,
advances to the Theatre, investments in guaranteed investment certificates and promissory
notes receivable from the Theatre, and accounts payable.

For financial assets measured at cost or amortized cost, the Endowment Foundation
regularly assesses whether there are any indications of impairment. If there is an indication
of impairment, and the Endowment Foundation determines that there is a significant
adverse change in the expected timing or amount of future cash flows from the financial
asset, the Endowment Foundation 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.



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
(d) Distributions
Distributions by the Endowment Foundation are recorded as an expense in the fiscal year to
which the distribution applies when approved by the Board of Governors and all conditions
are met by the grantee.
(e) Contributed materials and services
Contributed materials and services are not recognized in the financial statements.
(f) Use of estimates
The preparation of the financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the year. Significant items subject to estimates
and assumptions include pledges, useful lives and impairment of capital assets and the
allocation of personnel and other expenses to various functions. Actual results could differ
from those estimates.
3. INVESTMENTS AND INVESTMENT INCOME

a) Investments consist of the following:

2022 2021
Investments recorded at fair value:
Pooled Funds
Short Term
Fiera Short Term Investment - Class A $ 3361 $ 106,244
Debt
RP Debt Opportunities Fund Trust 7,941,678 7,164,969
Non-Traditional Income
Fiera Diversified Lending Series A - 673,076
Fiera Multi-Strategy Income Series A - 303,977
Fiera Global Agriculture — Class A 1,241,568 1,174,565
Fiera Global Infrastructure — Class 1 2,290,120 1,676,193
Fiera Diversified Real Estate — Class A 2,272,690 1,429,714
Equity
Fiera Canadian Equity - Class A 3,303,106 3,757,528
Fiera Canadian Equity Low Beta - Class P 3,365,968 2,361,635
Fiera US Equity - Class A 5,247,021 7,120,502
Fiera International Equity - Class A 5,305,224 6,966,306
Fiera Emerging Markets Equity - Class A 1,236,277 873,825

32,207,013 33,608,534




SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

3. INVESTMENTS AND INVESTMENT INCOME, continued
2022 2021
a) Investments consist of the following (continued):
Investments recorded at amortized cost:
Royal Bank of Canada — Guaranteed investment certificates - 1,212,500
Promissory notes (Note 9 (b)(c)(d))
Shaw Festival Theatre Canada, due 2023 648,526 676,467
Shaw Festival Theatre Canada, due 2029 1,116,769 1,155,574
Shaw Festival Theatre Canada, due 2032 1,247,041 -
3,012,336 3,044,541
35,219,349 36,653,075
Less: current investments - (1,212,500)

$ 35,219,349 § 35,440,575

The pooled funds are invested in Canadian, US and International equities, debt securities, and

money market funds.

b) Investment (loss) income, net of investment management fees, consists of the following:

2022 2021
Realized (loss) gain on investments, net, inclusive of foreign
exchange $ 534,925 $ 393,959

Equity fund distribution 455,171 466,326
Unrealized (loss) gain on investments, net (2,807,787) 3,455,992
Lending fund distribution 218,120 83,266
Non-traditional fund distribution 98,051 86,180
Bank and promissory note interest 90,213 82,069
Total investment (loss) income before investment management

fees (1,411,307) 4,567,792
Investment management fees (121,865) (119,408)

$ (1,533,172) $ 4,448,384

10



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

4, RESTRICTED FUND

The Restricted Fund comprises:

2022 2021
Andrew Pringle Creative Reserve $ 955,637 $ 1,114,250
Baillie Fund for Education 50,000 -
Philip Akin Black Shoulders Legacy Reserve 16,753 30,506
Shaw Resiliency - 1,146,135
Temporarily restricted - 300,000

$ 1,022,390 $ 2,590,891

During the year, the Endowment Foundation distributed the total amount in the Shaw Resiliency -
Restricted Fund to the Shaw Festival Theatre, Canada as the fund had served its purpose. A
contribtuion of $1,140,880 is included in distributions expense on the Statement of Operations
and accounts payable and accrued liabilities on the Statement of Financial Position.

Individual named restricted funds are set up with a proviso that both the capital contributed and
net investment income is available for distribution to the Theatre for the purpose set out in the
donor agreements. Distributions either follow the donor agreement or are approved by the Board
of Directors for specific amounts as requested by the Board of Directors of the Theatre.

The Marilyn and Charles Baillie Restricted Fund for Education was created in 2022 to fund
specialized onsite Conservatory level apprentice training and teaching support for recent
graduates of theatre programs.

Temporarily restricted amounts represent contributions earmarked for matching related to the
CAHCIF (Note 7) program. To the extent these amounts are matched, they will be transferred to
the Endowment Fund. To the extent these amounts are not matched, they will revert to the fund
from which they originated.

11



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

5.

ENDOWMENT FUND

The Endowment Fund consists of amounts whereby the original principal must be maintained in
perpetuity and the investment income is used for contributor-restricted activities and general
support of the Theatre’s operations.

2022 Endowed Restricted Unrestricted Total
Ontario Arts Endowment

Fund (Note 6) $ 5,398,767 $ - $ - $ 5,398,767
Canadian Arts and Heritage

Sustainability Fund (Note 7) 11,144,070 - - 11,144,070
Donor endowments 15,334,194 - - 15,334,194
Income from endowed funds - 954,695 2,142,497 3,097,192

$ 31,877,031 § 954,695 $ 2,142,497 $ 34,974,223

2021 Endowed Restricted Unrestricted Total
Ontario Arts Endowment

Fund (Note 6) $ 5,398,767 $ - $ - $ 5,398,767
Canadian Arts and Heritage

Sustainability Fund (Note 7) 10,599,195 - - 10,599,195
Donor endowments 14,708,450 - - 14,708,450
Income from endowed funds - 1,865,010 4,076,916 5,941,926

$ 30,706,412 § 1,865,010 $ 4,076,916 $ 36,648,338

The Endowment Foundation established an investment policy with the objective of protecting the
real value of the endowments by limiting the annual distribution of investment income to 3.5% of
the average fair market value of investment assets for trailing eight quarters, unless otherwise
specified by an underlying endowment agreement. The policy also allows 1% of the average fair
market value of endowment investments for the trailing eight quarters to be made available for
unrestricted use by the Board of the Theatre. In any year, should the investment income
recognized be insufficient to fund the annual distribution or the investment return is negative, the
amount that is made available for distribution is restricted to any previously accumulated
amounts not yet distributed. Should a distribution be made in excess of this amount, the
difference would be recuperated over time from any future undistributed amounts in excess of
the annual 4.5% distribution amount.

12



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION

Notes to the Financial Statements
December 31, 2022

ONTARIO ARTS ENDOWMENT FUND

Pursuant to an agreement with the OAEF, the Endowment Foundation participates in a program
whereby it is eligible to receive a contribution from the OAEF that matches, subject to a
maximum amount, qualifying funds raised. Under the agreement, the OAEF and matching
contributions must be maintained in perpetuity. Investment income earned on these funds may
be transferred to the Theatre for operating purposes. The agreement specifies that the
Endowment Foundation use the same distribution policy for investment income as it has for its
other endowed funds (Note 5).

CANADIAN ARTS AND HERITAGE CULTURAL INVESTMENT FUND

Pursuant to an agreement with CAHCIF, the Endowment Foundation participates in a program
whereby it is eligible to receive a contribution from the CAHCIF that matches, subject to a
maximum amount, qualifying funds raised. Under the agreement, the CAHCIF and matching
contributions must be maintained in perpetuity. Investment income earned on these funds may
be transferred to the Theatre for operating purposes. The agreement allows the Endowment
Foundation to use the same distribution policy for investment income as it has for its other
endowed funds (Note 5).

INTERFUND TRANSFERS

Transfers between funds consist of the following:

Unrestricted Fund Restricted Fund Endowment Fund

2022 2021 2022 2021 2022 2021

Distribution of investment income in

accordance with Board policy $ - $ $ 1,029,809 $ 917,902 $(1,029,809) $ (917,902)
Transfer from Endowed to Restricted Fund

- Pringle Reserve 54,975 40,425 (54,975) (40,425)
Transfer from Endowed and Restricted

Fund to Unrestricted Fund 333,558 292,113 (18,852) (11,941) (314,706) (280,172)
Transfer from Restricted Fund resulting

from CAHCIF match (163,500) (332,000) 163,500 332,000

$ 333,558 $ 292,113 $ 902,432 $ 614,386 $(1,235,990) $ (906,499)

Certain gifts within the Restricted Fund have been designated by the contributor to be pledged as
endowed contributions, to the extent matched in accordance with the agreement with CAHCIF
(Note 7). In 2022, $163,500 (2021 - $332,000) of these contributions were matched and
transferred from the Restricted Fund to the Endowment Fund.

13



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

SHAW FESTIVAL THEATRE, CANADA

(a) During the year ended December 31, 2022, the Endowment Foundation distributed
$2,814,190 (2021 - $1,195,902) to the Theatre in support of 2022 operating and other
specific purposes (Note 8) of which $1,140,881 (2021 - $nil) is included in accounts
payable. In 2022, a distribution in support of the Theatre’s 2023 season of $1,638,154 (2021
- $1,329,809) was provided as an advance and recorded as an advance to the Theatre in
the statement of financial position.

(b) On February 15, 2019, The Endowment Foundation provided a $750,000 promissory note to
the Theatre. The note bears interest at 4% per annum and is repayable in five instalments
on December 15 from 2019 to 2023. On maturity, the note will have a principal balance of
$619,467. The agreement allows for an extension of the note for an additional term at a
rate to be negotiated. As at December 31, 2022, an amount of $648,526 (2021 - $676,467)
(Note 3) related to the promissory note was outstanding. Interest of $27,059 (2021 -
$28,133) was recognized as interest in the statement of operations.

(c) On May 15, 2019, the Foundation provided a $1,250,000 promissory note to the Shaw
Anchorage Land Limited and the Theatre. The note bears interest at 3.5% per annum and is
repayable in 11 instalments on December 15 from 2019 to 2029. On maturity, the note will
have a principal balance of $833,124. The agreement allows for an extension of the note
for an additional 10 year term at a rate to be negotiated. At end of the extension period, the
principal repaid shall be one half of the principal at the inception of the term. As at
December 31, 2022, an amount of $1,116,769 (2021 - $1,155,574) (Note 3) was
outstanding. Interest of $40,445 (2021 - $41,757) was recognized as interest in the
statement of operations.

(d) On November 15, 2022, the Foundation provided a $1,250,000 promissory note to the Shaw
Anchorage Land Limited and the Theatre. The note bears interest at 3.5% per annum and is
repayable in 11 instalments on December 15 from 2022 to 2032. On maturity, the note will
have a principal balance of $833,406. The loan may be renewed at the end of the 10 year
period, with terms based on 200 basis points above the Bank of Canada's 20 year bond
rate. As at December 31, 2022, an amount of $1,247,041 (2021 - $Nil) (Note 3) was
outstanding. Interest of $3,646 (2021 - $nil) was recognized as interest in the statement of
operations.

(e) The promissory notes in (b), (c), and (d) are secured by a charge on two residential and one
commercial properties owned by the Theatre and Shaw Anchorage Land Limited.

(f) Transactions with the Theatre are measured at the exchange amount, which is the amount
of consideration established and agreed to by the parties.

10.

ACCOUNTS RECEIVABLE

Included in accounts receivable are contributions receivable of $38,629 (2021 - $738,801).
These funds were received in a grant from the Shaw Festival Foundation - Buffalo, New York.

14



SHAW FESTIVAL THEATRE ENDOWMENT FOUNDATION
Notes to the Financial Statements
December 31, 2022

1.

FINANCIAL INSTRUMENTS

The Endowment Foundation is exposed to various financial risks through transactions in financial
instruments.

Foreign currency risk

The Endowment Foundation is exposed to foreign currency risk with respect to its investments
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. The
Endowment Foundation manages this risk by using professional portfolio managers and
maintaining a diversified portfolio.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The Endowment Foundation is exposed to credit
risk with respect to its accounts receivable. Management has adopted credit policies in an effort
to minimize those risks and does not believe that there is significant credit concentration or risk.
The carrying amount of this balance represents the maximum credit exposure.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Endowment Foundation is exposed to
interest rate risk with respect to its investments in fixed income securities. The Endowment
Foundation does not use derivative instruments to reduce its exposure to interest rate risk.

Other price risk

The Endowment Foundation is subject to other price risk on its 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 Endowment Foundation manages this risk by using
professional portfolio managers and maintaining a diversified portfolio with a mix of bonds,
equity funds, and non-traditional funds.

12,

COMPARATIVE FIGURES

The financial statements have been reclassified, where applicable, to conform with the current
year presentation. The changes do not affect the prior year excess of revenues over expenses or
fund allocations.
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