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The results for the six months ending September 30, 2019 in the Aerospace sector include CTT 
from DPSA (66%) and international (34%) contracts. The Construction and Infrastructure sector 
includes CTT from international contracts and the Defence sector includes CTT from DPSA 
contracts. The ICT sector includes CTT from Lotteries (70%), DPSA (23%) and other (7%) contracts. 
The Other sector includes CTT from DPSA (62%), international (21%) and Cuba (17%) contracts.    
   
CTT trends in a similar direction to VCS for contracts related to the DPSA, Lotteries and Cuba. This 
is due to the more regular and consistent year-over-year VCS results for these contracts. In 
contrast, given the irregular nature of international contracts, these CTT will often trend in 
different directions than VCS signed in the same year.    
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For the six month period ended September 2019, the Corporation recorded a net loss of                      
$673 thousand, a decrease of $2.3 million, from the prior year net gain of $1.6 million. This result 
was due to $2.0 million of lower revenues, higher expenses of $124 thousand and a loss from 
foreign exchange of $132 thousand.  
 
CCC has a natural hedge against foreign exchange gains or losses that would otherwise impact 
the net results of operations and comprehensive income. Unhedged foreign exchange balances 
are monitored and managed to negligible levels. 
 
Revenues 

 
 
F



CANADIAN COMMERCIAL CORPORATION           MANAGEMENT’S DISCUSSION AND ANALYSIS AS AT SEPTEMBER 30, 2019  
QUARTERLY FINANCIAL REPORT                                                                                                                                                                                                                                                            

             



CANADIAN COMMERCIAL CORPORATION           MANAGEMENT’S DISCUSSION AND ANALYSIS AS AT SEPTEMBER 30, 2019  
QUARTERLY FINANCIAL REPORT                                                                                                                                                                                                                                                            

             

Page 13 of 41 
 

The timing of administrative expenses may vary quarterly compared to prior years as CCC 
continuously assesses staff levels to achieve cost efficiencies where possible. It does this by 
reviewing and improving its alignment between the Corporation’s resources and operational 
activities. Budgets are set with assumptions regarding capacity required to deliver the 
Corporation’s forecasted contract activities. Budgets are managed with a view to controlling 
expenditures relative to revenues earned throughout the year. CCC continues to strengthen its 
culture of continuous improvement, implementing process changes to improve efficiencies and 
allow resources to be redistributed, resulting in an increase of overall capacity.  
 
Contract remediation expenses 
Contract remediation expenses are recorded as actual amounts are incurred or can be reasonably 
estimated. For the three and six months ended September 30, 2019 and September 30, 2018 no 
contract remediation expenses were incurred. This result is a reflection of the Corporation’s 
robust contract management and Enterprise Risk Management (“ERM”) practices. 
 
Statement of Financial Position discussion 
 
Assets and liabilities include amounts received from a foreign buyer that have not yet been 
transferred to the Canadian exporter, or where the Corporation has made payments to Canadian 
exporters before collecting from foreign buyers.  
       
Statement of Financial Position items such as Cash and cash equivalents, Accounts receivable and 
Accounts payable represent amounts at a specific point in time. These balances can fluctuate 
widely on a daily basis and at times, tens of millions of dollars can be received one day and paid 
the next or vice versa. 
 
It is notable that although the financial results are presented on an agent basis, CCC remains the 
primary obligor on its contracts with foreign buyers, and remains liable for contractual 
performance. As the prime contractor, the Corporation is contractually obligated to complete 
contracts with foreign buyers ensuring that the terms of the contract are fulfilled regardless of 
performance by the Canadian exporter.  
 
Assets 

 
 
As at September 30, 2019, total assets of $100.2 million increased by $11.1 million or 12% from 
the March 31, 2019 year end. 
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Accounts receivable include uncollected fees for service and amounts due from foreign buyers 
that have already been paid to Canadian exporters under the Accounts payable early payment 
discounting program.     
 
Liabilities    

  
As at September 30, 2019, total liabilities of $79.5 million increased by $11.7 million or 17% from 
the March 31, 2019 year end. This is primarily driven by an increase in Holdbacks and deferred 
revenue of $4.2 million and advances of $14.4 million, partially offset by a decrease in Accounts 
payable and accrued liabilities of $6.8 million.  
 
The similar increases in both total assets and liabilities reflects the nature of the contracts under 
management and the effect on balances due to the timing of receipts and payments.  
 
Statement of Cash Flows discussion 
 

 
 
For the six months ended September 30, 2019, there was a net decrease in Cash and cash 
equivalents of $6.8 million or 35% compared to prior year results. The net decrease compared to 
prior year was mostly due to normal operating activities and the effect of fluctuations in exchange 
rates.  
  
  

 Liabilities ($000's) 
 As at 
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CCC’S COMMITMENT TO RISK MANAGEMENT 
 
CCC manages strategic, operational and transactional risks as it undertakes to fulfill its mandate 
of promoting and facilitating international trade on behalf of Canadian exporters. The strategy 
for managing these risks is discussed in detail in the Corporation’s 2018-19 Annual Report and 
2017-18 Corporate Plan Summary.  
 
Management continues to align its responsible business conduct framework with that of the 
Government of Canada. Collaboration with other Government stakeholders ensures that a 
consistent approach and decision-making process is in place when assessing Canadian exporters 
on issues related to bribery and corruption as well as buyer human rights records.  
 
Cyber risk is an ongoing threat, as cyber-attacks appear to be the new reality. Numerous 
improvements to CCC’s information systems were implemented during the past year and the 
Corporation continues to evolve its approach to cyber risk management.  
 
Except for the changes mentioned above, there are no other significant changes, new risks or 
uncertainties identified during the period ended September 30, 2019, as compared to those 
previously reported or discussed. 
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MANAGEMENT RESPONSIBILITY FOR FINANCIAL STATEMENTS 
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STATEMENT OF CHANGES IN EQUITY (UNAUDITED) 

 
 
 
 

 
    

Statement of Changes in Equity (Unaudited)

For the three and six months ended September 30, 2019 Notes
Contributed

Capital
Retained
Earnings Total 

BALANCE JUNE 30, 2019 10,000$           10,935$           20,935$           

Net loss (259)                 (259)                 

BALANCE SEPTEMBER 30, 2019 10,000$           10,676$           20,676$           

BALANCE MARCH 31, 2019 10,000$           11,349$           21,349$           

Net loss (673)                 (673)                 

BALANCE SEPTEMBER 30, 2019 10,000$           10,676$           20,676$           

For the three and six months ended September 30, 2018 Notes
Contributed

Capital
Retained
Earnings Total 

BALANCE JUNE 30, 2018 (Restated) 10,000$           7,283$             17,283$           

Net profit 4 1,559               1,559               

BALANCE SEPTEMBER 30, 2018 (Restated) 4 10,000$           8,842$             18,842$           

BALANCE MARCH 31, 2018 (Restated) 10,000$           7,232$             17,232$           

Net profit 4 1,610               1,610               

BALANCE SEPTEMBER 30, 2018 (Restated) 4 10,000$           8,842$             18,842$           
The accompanying notes are an integral part of the financial statements.
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2. BASIS OF PREPARATION 
  
(a) Compliance with International Financial Reporting Standards (IFRS) 
 
These condensed interim financial statements have been prepared in accordance with the 
Treasury Board of Canada Standard on Quarterly Financial Reports for Crown Corporations using 
the International Financial Reporting Standards ("IFRS") accounting policies adopted in the 
Corporation’s audited annual financial statements as at and for the year ended March 31, 2019. 
These condensed interim financial statements do not include all of the information required for 
full annual financial statements and should be read in conjunction with the Corporation’s Annual 
Report and audited financial statements for the year ended March 31, 2019. 
 
As permitted by the Treasury Board of Canada Standard on Quarterly Financial Reports for Crown 
Corporations, management has elected to reflect the3 (c)81  *2 72 63cd t11 Tf
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Reconciliation of the Statement of Cash Flows for the three months ended     
September 30, 2018 
 

 
 
* The reclassifications are as follows: 

�x From trade receivables ($7) to other assets $7.  
�x From trade payables and accrued liabilities ($63) to holdbacks ($106) and deferred 

revenue $169.  
�x From advances from foreign buyers and others $65 to deferred revenue ($65). 

 
The adoption of IFRS 15 has also impacted the following notes: 

�x Note 12 (a) – Disaggregation of fees for service revenue
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5. CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents had the following balances by currency as at: 
 

 
 
The components of cash and cash equivalents were as follows as at:  
 

 
 
Cash and cash equivalents balances include advances received from foreign buyers and others 
not yet paid to Canadian exporters and amounts held back from Canadian exporters to be 
remitted at later dates in accordance with the terms and conditions of contracts.  
 

6. ACCOUNTS RECEIVABLE 
 
Accounts receivable include amounts that are due to the Corporation for fees for service invoiced 
and yet to be collected, amounts due from foreign buyers related to amounts already paid to 
Canadian exporters and other amounts primarily from Canadian government organizations.  
These amounts are based on normal international trade terms and are generally non-interest 
bearing.  
 
  

U.S. dollars 27,238              36,075$           18,802              25,123$          
Canadian dollars 33,478              33,478             29,985              29,985            
Euros 609                   879                  1,600                2,398              
Chinese renminbi 3,925                727                  4,901                975                 

71,159$           58,481$          

March 31, 2019September 30, 2019
Original 

currency
Canadian 

dollars
Original 
currency

Canadian 
dollars

September 30, 
2019

March 31, 
2019

Cash 38,713$            29,421$          
Short term investments 22,087              18,819            
Notice deposits 10,359              10,241            

Cash and cash equivalents 71,159$            58,481$          



CANADIAN COMMERCIAL CORPORATION  CONDENSED INTERIM FINANCIAL STATEMENTS AS AT SEPTEMBER 30, 2019 (UNAUDITED)  
QUARTERLY FINANCIAL REPORT (IN THOUSANDS OF CANADIAN DOLLARS, UNLESS OTHERWISE INDICATED) 
                                                                               

                                                                                      
             

Page 32 of 41 
 

The Corporation’s accounts receivable consisted of the following as at: 
 

  
 
The currency profile of the Corporation’s accounts receivable was as follows as at:  
 

  
 

7. OTHER ASSETS 
 
The Corporation’s other assets included the following as at:  
 

 
 

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES  
 

Accounts payable and accrued liabilities represent amounts due related to the Corporation’s 
administrative and operating expenses, amounts due to Canadian exporters from amounts 
received from foreign buyers and other miscellaneous amounts due. These amounts are due on 
normal trade terms.  
 
  

September 30, 
2019

March 31, 
2019

Accounts receivable 23,076$           27,563$         
Accrued receivables 2,500               40                  

25,576$           27,603$         

U.S. dollars 15,551               20,595$             19,095             25,515$           
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(a) 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 credit risk arises principally from the 
Corporation’s cash and cash equivalents, unbilled revenue and accounts receivable which 
includes fees for service due to the Corporation. The carrying amount of financial assets recorded 
in the financial statements represents the maximum exposure to credit risk. 
 
Cash and cash equivalents 
The Corporation invests surplus funds to earn investment income with the objective of 
maintaining safety of principal and providing adequate liquidity to meet cash flow requirements. 
The Corporation’s exposure to credit risk from investing cash and cash equivalents is minimized 
through compliance with the Corporation’s Board of Directors approved investment policy, which 
specifies approved investment instruments and portfolio limits. The Corporation invests cash and 
cash equivalents in highly liquid demand deposits and temporary investments with a Canadian 
chartered bank. Investments must maintain credit ratings at or above thresholds identified from 
at least two of the agencies listed below:  
 

�x Moody’s rating of P1 
�x Standard and Poor’s (“S&P”) rating of A1 
�x Dominion Bond Rating Service (“DBRS”) rating of R1 (low) 
 

Accounts receivable 
The Corporation has credit risk related to accounts receivable which includes fees for service 
revenues. At times, the Corporation may agree to pay DPSA and non-DPSA invoices at the request 
of Canadian exporters prior to receiving funds from the US Department of Defence or other 
foreign buyers.  
 
Since the DPSA foreign buyer is rated AAA by recognized rating agencies the credit exposure is 
minimized to acceptable levels. For non-DPSA foreign buyers, the Corporation assesses the credit 
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The maximum exposure to credit risk for accounts receivable by geographic region was as follows 
as at:     

  
 
The maturity profile of the Corporation’s accounts receivable was as follows as at:    
 

  
 
Accounts receivable are considered past due when the payer has failed to make the payment by 
the contractual due date. The ageing profile of the Corporation’s past due accounts receivable 
was as follows as at:   

  
 
The past due accounts receivable are mostly attributable to the Armoured Brigades Program 
contract. All overdue accounts receivable are considered fully collectable and no allowance for 
credit losses has been recorded by the Corporation as at September 30, 2019.   
  

September 30, 
2019

March 31, 
2019

Asia * 15,881$          12,872$          
Canada 5,391              542                 
United States 2,982              12,680            
South America 700                 66                   
Central America and Caribbean 620                 894                 
Africa 2                     327                 
Europe -                  222                 

25,576$          27,603$          
* Includes Middle East

September 30, 
2019

March 31, 
2019

< 1 year 25,576$          27,603$          

25,576$          27,603$          

September 30, 
2019

March 31, 
2019

< 30 days 1,545$            4,247$            
> 30 days and < 180 days 5,092              8,790              
> 180 days 13,373            8,136              

20,010$          21,173$          
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(b) Market risk 
 

Market risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market rates. Market risk comprises three types of risk: currency 
risk, interest rate risk and other price risk. The Corporation is not exposed to significant currency 
risk, interest rate risk or other price risk. The Corporation has no significant derivatives or 
embedded derivatives that require recognition as an asset or liability on the Statement of 
Financial Position. 
 
(c) Liquidity risk 

 
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated 
with financial liabilities that are settled by delivering cash or another financial asset.  
 
Liquidity risk is minimized through compliance with the Corporation’s investment policy whereby 
cash and cash equivalents are invested in highly liquid demand deposits and temporary 
investments with a Canadian financial institution in order to meet financial obligations on a timely 
basis. 
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As per contractual terms of DPSA contracts, the Corporation commits to payments to Canadian 
exporters within thirty days on most contracts. For the International contracts, the Corporation 
commits to payments within two to five business days from receipt of payments from the foreign 
buyer. At times, collection of amounts from the foreign buyer on DPSA contracts can take more 
than thirty days. This can occasionally result in the Corporation using the credit facility in the 
normal course of operations. Indebtedness under this agreement is unsecured and this credit 
facility has no expiry date. As at September 30, 2019, the draw on this line of credit was nil (March 
31, 2019 — nil).  
 
Accounts payable and accrued liabilities 





CANADIAN COMMERCIAL CORPORATION  CONDENSED INTERIM FINANCIAL STATEMENTS AS AT SEPTEMBER 30, 2019 (UNAUDITED)  
QUARTERLY FINANCIAL REPORT (IN THOUSANDS OF CANADIAN DOLLARS, UNLESS OTHERWISE INDICATED) 
                                                                               

                                                                                      
             

Page 40 of 41 
 

 

14. ADMINISTRATIVE EXPENSES  
 
Administrative expenses for the three and six month periods ended September 30 are as follows:   
  
  

 
 

15. RELATED PARTY TRANSACTIONS 
 
The Corporation is related in terms of common ownership to all Government of Canada 
departments, agencies and Crown corporations. The Corporation enters into transactions with 
these entities in the normal course of business, under the same terms and conditions that apply 
to unrelated parties, and as such the transactions approximate fair value. 
 

  

2019 2018 2019 2018
(Restated - (Restated -

Note 4) Note 4)
Workforce compensation and related expenses 4,670$        4,549$        9,411$        9,376$        
Contract management services 662             661             1,323          1,322          
Rent and related expenses 455             269             807             594             
Consultants 354             274             676             574             
Travel and hospitality 372             269             631             752             
Software, hardware and support  186             65               527             462             
Depreciation 101             113             203             226             
Communications 136             90               178             223             
Other expenses 77               116             129             232             

7,013$        6,406$        13,885$      13,761$      

For the three months 
ended September 30

For the six months 
ended September 30
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16. CONTINGENCIES 
 
(a) Collateral 
 
To manage performance risk of outstanding deliverables, the Corporation has contractual 
recourse that consists, in all material respects, of corresponding deliverables from Canadian 
exporters in the same amount. The collateral pledged by Canadian exporters is to mitigate 
counterparty risk to the deliverables of the Corporation in the event of non-performance claims 
against the Corporation for reasons related to the Canadian exporter failing to perform per the 
terms and conditions of contracts. In addition, to further mitigate the overall exposure to 
potential damage claims for non-performance, and depending upon the results of its due 
diligence, the Corporation may supplement this recourse by requiring the Canadian exporter to 
provide commercial securities including holdbacks, bank guarantees, surety bonds, parent 
guarantees, insurance assignments, property liens, personal guarantees and shareholder cash 
held in trust with the Corporation. 
 
The value of the Corporation’s outstanding performance obligations as at September 30, 2019 
was $13,131,364 (March 31, 2019 - $14,340,651).   Commercial securities that have been pledged 
to the Corporation as collateral by Canadian exporters in the unlikely event of their contractual 
non-performance were as follows as at:  

  
 
The above amounts approximate the fair values of collateral held. 
 
(b) Other contingent liabilities 

 
As part of the normal course of business, management assesses the likelihood of any contingent 
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