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Auditors' Report

To the Board of Direclors and Members of
Canadian Alliance Fund

We have audiled lhe stalement of financial position of Canadian Alliance Fund as at December 31, 2002
and the slatements of operations and changes in fund balances and cash flows for the year then ended.
These financial statements are the responsibility of the Fund's management. Our responsibility is to express
an opinion on this financial statement based on our audit.

We conducled our audit in accordance with Canadian generally accepled auditing standards. Those
standards require that we plan and perform an audit lo obtain reasonable assurance whether the financial
statemenls are free of material misstatement. An audil includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial stalement. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation.

In our opinicn, these financial stalements present fairly, in all material respects, the financial position of tha
Fund as at December 31, 2002 and the results of its operations, changes in fund balances and cash flows for
the year then ended in accordance with Canadian generally accepted accounting principles.
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Canadian Alliance Fund
Statement of Financial Position

December 21, 2002

Unrestricted Total Tolal
Eund 2002 2001
Asggels
Current
Cash and cash
equivalents $ 678,726 $ 678,726 $ 868,796
Receivables 41,036 41,036 25,745
Inventory 16,436 16,436 46,882
Prepaid expenses —18178 - i | —L N
814 377 B14.37T 1,032 617
Capital assets (Nole 4) — 144 307 —144 227 — 130674
5 858,704 5 958,704 1 1,163,291
Liabilities
Current
Bank Indebtedness
{Mota 5) $ - $ - 3 2,300,000
Payables and
acoruals 128,506 128,506 230,247
Due to constituency
associations and
campaigns 570,536 570,536 628,863
Deferred revenues
{Mola B) 35,5655 35,555 145713
Loans from
conslituency
assoclations (Mote 7) _1.869 837 — 1,869 837 -
2,604 434 2,604,434 3,304,923
Loans from
constituency
associalions (Note 7) = - — 117904
2,604,434 2,604 434 3422 B2T
Fund Balances (1645 730} —(1,645730) (2250 535}
5 938,704 - 958,704 $ 1,163,201

-
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See accompanying noles to the financial statements.
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Canadian Alliance Fund

Statement of Operations and Changes in Fund Balances

Year Ended December 31, 2002

Unrestricted Restricted Total Total
Eund Eund 2002 2001
Revenues
Fundraising $ 7297215 3 - $ 71,297,215 4,046,166
Leadership election fees 56,530 - 56,530 30,000
Elections Canada
reimbursement - - - 4,783
Convention fees 354,498 - 354,498 -
Sales of literature
and merchandise 32,705 - 32,705 38427
Interest incoma, seminar fees
and legal settlaments 35 264 - 35 264 143076
TIT6212 = —_IJ76212 — 4 262 452
Operating expenses
Communications and policy
development 183,939 - 183,939 230,393
Cormvention INTr2 - 31,772 -
Depreciation 34,800 - 34,800 53 484
Fundralsing and
membership 1,447 248 - 1,447,248 1,611,110
Interest and bank charges 160,681 - 160,681 337,548
Organizational support 1.079,272 - 1,079,272 933,500
Cost of literature and
merchandise 48 250 - 48,250 29,700
Political expenses
Elaction readiness, prewrit
advartising and projects 800,682 - £00,682 082,383
Leadership eleclion
and referandum 563,160 s 563,160 4227
Distributions to
constituencies and
campaigns 2,532 602 - — 2,532 602 1117 166
L62 406 z —L 62 406 289,520
Excess (deficlency) of
revenue over expenses 613,806 - 613,806 {1,037 ,068)
Transfer to unrestricted
fund (Mote ) 35,000 (35,000) - -
Fund balances,
Beginning of year (2,294 538) — 35000 —{2,259 536) —(1.222.468)
End of year SUL645730) S______ $__(2.250,536)
See accompanying nobes 1o the financial statements.
Grant Thornton ®




Canadian Alliance Fund
Statement of Cash Flows

Year Ended December 31, 2002

Increase (decrease) in cash and cash equivalents

Unrestricted Restricled Total Total
Eund Fund 2002 2001
Cash flows from
operaling aclivities
Increase (decrease)
in fund balances § 613806 5 - % 613,806 {1,037,068)
Depreciation 34 800 - 34 200 53.484
B48,606 - 648,606 (983,584)
Change in non-cash
operating working
capital (Note 11) — (242 156) = — (242 156) — T2
— 406,450 = — 06 450 _____T8A557
Cash flows from
investing activilies
Purchase of capital
assels — (48.453) = (48,453) (31477
Cash flows from
financing activities
Repayment of bank
indebtedness (2,300,000) (2,300,000) (2,200,000}
Loans from
consliluency
associations —1.751.833 - — 1751933 . .
LB 06T} = — {548, 067) — 12,082 096)
Met decrease in cash
and cash
equivalents (190,070) - {190,070) (1,296,716)
Interfund transfers 35,000 {35,000) . -
Caszsh and cash
equivalants,
Beginning of year 833796 ——33,000 —  BERTO6 — 2165512
End of year 3 678,726 $ e $ 678,726 3 BGA, 796
See accompanying notes to the financlal slatements.
Grant Thornton®




Canadian Alliance Fund

Notes to the Financial Statements
December 31, 2002

b)

Purpose of the Fund
Crganization's Purpose

The purpose of the Canadian Alliance Fund is to be the Chief Agent of the Canadian
Reform Conservative Alliance pursuant to the Canada Eleclions Act. As agenl of a
registered political party, the Canadian Alliance Fund Is responsible Tor all financial and
business transactions of the Party. The Fund operates on a four-year business cycle in

comrelation with the year of a federal election. The last general federal election was in the
year 2000,

Intended Community Service

The Canadian Reform Conservative Alliance is a federal poliical party. Its objeclive is 1o
promale and implement a legislative program that will improve the lives of Canadians,

Legal Status

The Canadian Alliance Fund is a non-profit Fund incorporated under Part Il of the Canada
Corporations Acl. It is not subject to income laxes.

2.

Basis of presentation

These financial stalemenls include only the assets, liabiliies, revenue and expenditures relaling
to the Canadian Reform Conservative Alliance and do not include the assets, liabilities, revenue

and expenditures of the Canadian Reform Conservalive Alliance conslituency associations or
candidales.

3.

Summary of significant accounting policies

Method of accounting

Canadian Alliance Fund follows the restrictad fund method of accounting for contributions.

Grant Thornton & 5




Canadian Alliance Fund

Notes to the Financial Statements
December 31, 2002

3. Summary of significant accounting policies (Continued)

Fund Accounting

Canadian Alliance Fund has two funds from which the activiles for all programs are
administered.

The Unrestricled Fund accounts for the Funds program delivery and administrative activities.
This fund reports unrestricted resources.

The Restricted Fund reports restricted resources designated for lelevision advertising and by-
aleclions,

Revenue Recognition

Revenues are recognized as revenue of the Fund when received or receivable if 1he amount to
be received can be reasonably estimated and collection is reasonably assured,

Contributed Services

Volunleers provide human resources to assist the Fund in camying out its activilies. Because of

the difficulty in determining their fair value, volunteer services are not recognized in the financial
statemants.

Invantory

Inventory comprised of promotional malerial and Party literature, is recorded at cost with cost
being determined on a first-in, first-out basis. Inventory is held for sale to constituency
associations or for public distribution without charge.

Capital assets and depreciation

Capital assets are recorded at cost. Depreclation is provided for on the following basis:

Computer equipment - 30%, declining balance
Office equipment = 20%, declining balance
Leasehold improvements - 5 years, straight-ine

Grant Thornton @ 6




Canadian Alliance Fund

Notes to the Financial Statements
December 31, 2002

3. Summary of significant accounting policies (Continued)

Financial instruments

The Fund has estimated the fair value of its financial instrumenls, which includes cash and cash
equivalents, receivables, bank Indebledness, payables and accruals, distibutions due to
conslituency associations and distributions due to leadership campaigns. The Fund has used
valuation methodologies and market information available as at year-end and has determined
that the carrying amounts of such financial instruments approximate fair value in all cases.
Unless otherwise noled, it is management's opinion that the Fund is not exposed to significant
intarest, currency, or credil risks arising from these financial instruments.

Use of estimates

The preparation of the financial stalemenlts in accordance with Canadian generally acceptad

accounting principles requires management lo make estimates and assumplions thal affect the
reporied amounts of assets and liabilities at the date of lhe financial statements and reported

amounts of revenue and expenses during the period. Actual results could differ from and affect
the resulls reported in these financial stalemants,

Cash and cash equivalents

Cash and cash equivalents consisls of cash on hand and deposits with banks, net of overdrafls,

and highly liquid lemporary money market instruments with original maturities of three months or
less, Bank borrowings are considered to be financing activities.

4. Capital assets

2002 20N

Accumulated Net Book Net Book

Cosl Depreciation Value Value

Compuler equipment 3 459,723 % 356854 § 103860 B 98,929
Office equipment 263131 223272 39,859 27,546

Leasehold improvements —— 284438 2 ___ 283839 — 599 4195

$ 1,007,282 % 862965 § 144327 § 130,674

Grant Thormton & 7




Canadian Alliance Fund

Notes to the Financial Statements
December 31, 2002

5. Bank indebtedness

Bank indebtedness consisted of a loan from a banking syndicale, which was advanced for the
purpose of financing the 2000 federal election campalgn. The loan was repaid during the year,

Subsequent to year end, the Fund negotiated an operating line of credit to a maximum of
$250,000.

€. Deferred revenues

Deferred revenue consists of computer access lees received from the constiluency associalions
in the current year for access in 2003 lo the new computer system (see Note 8).

7. Loans from constituency assoclations

The loans from consliluency associalions bear interest at 4% compounded semi-annually, are
unsecured and repayable on December 31, 2003,

8. Commitmants

Leases

The Fund leases office faciliies under an agreement for Calgary and Ottawa, which expires
January 31, 2008 and July 31, 2006, respeclively. The minimum rental payments due over the
next five years (including estimaled operating costs) are approximately as follows:

2003 - ¥ 265890
2004 - $ 263,734
2005 - 263734
2006 - $ 238216
2007 - $ 202490

The Fund has entered into various equipment leases, which require minimum rental payments
of approximately $66,000 (2001 - $60,000) per year wilh various expiralion dates.

Grant Thornton ® 8




Canadian Alliance Fund

Notes to the Financial Statements
December 31, 2002

8. Commitments (Continued)
Computer system

The Fund enlered into an agreement 1o install a new informalion management system in 2003.
The commitment paymenls over Lhe next five years are as follows:

2003 - $ 160,000
2004 - $ 60,000
2005 - $ 10,000
2006 - $ 10,000
2007 - $ 10,000

9. Transfer to unrestricted fund

During the prior year, the Fund received $25,000 from constituency assoclalions 1o assist with
the funding of the previous year's television advertising campaign. These funds were
transferred from the restricted fund to the unrestricled fund in order to recover telavizion
advertising expenses paid for by the unrestricled fund during the 2000 federal eleclion
campaign.

10. Contingencies

The Fund s involved in certain claims and lawsuits for which the oulcome is not readily
determinable at this lime. As such, an accrual has not been estimated for the potential costs of
settlement or litigation, if any. The Fund does not believe that the oulcome will significantly
impair its operations or have a material adverse impact on its financial position.

Grant Thornton % 9




Canadian Alliance Fund
Notes to the Financial Statements

December 31, 2002

11. Supplemental cash flow Information

Change In non-cash operating working capital

Reslricted

Unresiricted
Eund
Cash and cash
equivalents derived
from (applied 10}
changes in:
Receivables 2 (15291)
Elaclions Canada
receivable -
Inventory 30,446
Prepaid expenses 13,15
Payables and
accruals (101,841)
Distributions due
to constituency
associations and
campaigns (58,327)
Deferred revenues
$ (242,156)
Interest paid L3 87,219
Grant Thornton @

Total

$  (15291)

30,446
13,015

{101,841)

(58,327)
—(110.158)

$ __ (242,156)

$ ar.219

Total

$ 500,798
2,167,520
15,677
(41,519)

(1,389,834)

364,786
— 145,713
$ 1772141

-3 280,184
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