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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 

BASIS OF PREPARATION 
This discussion and analysis was prepared in accordance with the Treasury Board Standard on 
Quarterly Financial Reports for Crown Corporations and is not intended to be a full Management 
Discussion and Analysis. 

The following discussion and analysis of the Canadian Commercial Corporation for the quarter 
ending December 31, 2018, should be read in conjunction with the enclosed unaudited 
condensed interim financial statements and notes as well as the Corporation’s Annual Report for 
the year ended March 31, 2018. 

The disclosures and information contained in the Canadian Commercial Corporation Annual 
Report for the year ended March 31, 2018, are also mostly applicable to the current quarter. 

INTRODUCTION 
Mandate 
Established in 1946, the Canadian Commercial Corporation (CCC) was created by articles of 
incorporation under the Canadian Commercial Corporation Act (“CCC Act”) to assist in the 
development of trade between Canada and other nations. The CCC Act defines this role and 
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Sales to the U.S. DoD under the DPSA – CCC assists Canadian companies from a variety 
of sectors compete for contracts with the U.S. DoD in accordance with the terms and 
conditions of the DPSA and U.S. defence procurement regulations. Canadian exporters 
are also able to leverage the U.S. Foreign Military Sales program through access to the 
DPSA, which enables them to sell into the U.S. DoD inventory.  

Aerospace, Defence and Security Sales to Global Markets – Where there is alignment 
with the Government of Canada CCC assists Canadian companies in the aerospace, 
defence and security sectors to achieve sales with select foreign governments and North 
Atlantic Treaty Organization (“NATO”) allies. These sales build on the Corporation’s 
experience selling to the U.S. DoD and its Foreign Military Sales program.  

Other Business Activities 
Sourcing Services – CCC assists Government of Canada departments and agencies in efficiently 
and effectively sourcing goods and services to meet a variety of international commitments. The 
support is program specific and includes contracting services, contract structuring, contract 
management, project coordination, and project management. In this regard, CCC has supported 
a wide range of contributions and capacity-building programs: helping foreign governments in 
their efforts to fight cross-border crime (i.e. fraud, corruption, human trafficking); supporting 
anti-terrorism efforts (both domestic and international); and facilitating Canada’s contributions 
in other international endeavours (i.e. scientific or other collaborations).   

Canadian Trade Offices – On behalf of Global Affairs Canada CCC manages ten Canadian Trade 
Offices in China. These offices, located in China’s rapidly developing second-tier cities, provide 
support to Canadian companies as they seek to enter the Chinese market. CCC’s services provide 
a cost-effective solution for Global Affairs Canada.  

INTERNATIONAL TRADE PORTFOLIO 
CCC is a member of the Government of Canada’s International Trade Portfolio. The Corporation’s 
contracting and procurement expertise complements the advisory services of Global Affairs 
Canada’s Trade Commissioner Service (“TCS”) and the financial services provided by Export 
Development Canada (“EDC”). CCC is critical in helping Canadian exporters win contracts in 
complex international government procurement markets. It is able to target more specific 
projects and exporters, and works in tandem with those exporters, principally in the G2G 
contracting space, to secure contract opportunities. CCC’s niche focus allows it to be strategic in 
its scope and to deliver exceptional direct support to its customers. CCC’s status as a contracting 
party to projects also provides a concrete opportunity to advance Canadian trade while 
concurrently achieving policy objectives such as strengthening innovative sectors, assisting SMEs, 
and promoting and entrenching responsible business conduct. 

DIVERSIFICATION STRATEGY  
CCC is devoting significant resources to a Diversification Strategy implemented in 2017, with the 
goal of expanding the number of Canadian exporters and industries CCC supports, as well as the 
number of foreign buyers with whom CCC contracts. The strategy is setting a solid foundation for 
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growth. In this context, CCC is committed to identifying ways to meet the needs of a growing 
base of exporters across diverse markets. This includes ensuring the Corporation has a skilled 
workforce that is able to evolve. 

In developing its Diversification Strategy CCC identified export-oriented industries with a 
potential for G2G demand, and a strategic importance to the Canadian economy in terms of 
employment, research and development, innovation and productivity. Following this analysis, 
five sectors were selected as follows: (1) aerospace (2) construction and infrastructure (3) clean 
tech, environment, and energy (4) ICT (5) defence.  

VALUE OF CONTRACTS SIGNED 
Value of Contracts Signed (“VCS”) is a non-GAAP measure that represents the value of contracts 
and amendments signed in a given period. It measures the total value of goods or services to be 
delivered over the entire duration of a contract and hence, includes the full contract value at the 
time of signature. The table below presents the VCS for the reporting periods. 
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Normal business activities of the Corporation include providing payments early at discounted 
amounts under certain terms and conditions to Canadian exporters prior to collecting from 
foreign buyers, which provides a source of other income for the Corporation. The amount of 
discounted payments provided to Canadian exporters can fluctuate from period to period. 

COMMERCIAL TRADING TRANSACTIONS (CTT) 

 

Commercial trading transactions measure the value of goods or services delivered or progress 
work completed during the period. Since CCC acts as an international trade intermediary, 
revenues from commercial trading transactions on prime contracts are fully offset by the cost of 
commercial trading transactions on prime contracts. 

For the nine-month period ended 
December 31, 2018, CCC’s portfolio of 
contracts generating CTTs were 
distributed across three business lines as 
illustrated in the chart. The Global Defence 
and Security generate the largest share of 
CTTs for the Corporation with $540.1 in the 
DPSA line of business and $802.8 in the 
non-DPSA. The International Commercial 
Business line brought in $463.7 in CTTs 
during the nine months, of which $177.7 
was generated in the last quarter. This 
represents a growth of 42% or $136.4 for 
the nine  months and 95% or $86.7  when comparing the third quarters year over year. This 
growth in the ICB line is the result of efforts by the Corporation in diversifying its business offering 
beyond Global Defence and Security with the pursuit of business development initiatives in the 
five key business sectors presented previously. 

FOR THE THREE MONTHS ENDED
DECEMBER 31

2018 2017 2018 2017
% of 
Total 
2018

GDS:
DPSA 212.6$     202.7$    9.9$          5% 540.1$        569.4$       (29.3)$         (5%) 30% 
Non-DPSA GDS 125.0       348.9       (223.9)       (64%) 802.8           975.3         (172.5)         (18%) 44% 

Total GDS 337.6$     551.6$    (214.0)$    (39%) 1,342.9$     1,544.7$   (201.8)$      (13%) 74% 
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Looking at the evolution of the ICB line over the last five years for the nine months demonstrates 
the effectiveness in the application of the diversification strategy to CCC’s approach to support 
Canadian exporters in a broader spectrum of industries. Continued efforts and current deals in 
the contracting pipeline of the Corporation are expected to support this growth rate for the 
foreseeable future.  

 

The overall decrease in CTTs 
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The five-year trend of Fees for service in the ICB line for the nine-month period demonstrates the 
effectiveness in the application of the diversification strategy to CCC’s approach to support 
Canadian exporters in a broader spectrum of industries. Continued efforts and current projects 
in the contracting pipeline of the Corporation are expected to support this growth rate for the 
foreseeable future.  

 
  

2014 2015 2016 2017 2018

$2.3 $3.5 $3.4 $4.6 $8.2
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ASSETS 

 

The net increase in assets, compared to March 31, 2018, was primarily the result of  an increase 
in trade receivables related to the ABP contract. As this contract is in the delivery phase, activity 
is expected to increase. Deliveries of the ABP contract are typically for significant amounts, which 
are reflected with the changes in balances of receivables, payables and progress work. 

LIABILITIES 

 

The net increase in liabilities compared to March 31, 2018, was due to increases in the amount 
of trade payables and accrued liabilities mostly related to the ABP contract. As specific items of 
the ABP contract reached milestones, funds were received and recorded as advances, explaining 
the $499.5 increase in advances. The net change to liabilities is directly related to the change in 
assets discussed earlier, due to the back-to-back nature of CCC’s business model. 

SIGNIFICANT TRANSACTIONS IN ASSETS AND LIABILITIES 
Given the back-to-back nature of CCC’s contracting with foreign buyers and Canadian exporters, 
movements in assets and liabilities are closely related and are mostly offsetting. 

The increases in trade receivables and trade payables and accrued liabilities when compared to 
March 31, 2018, were due primarily to increased receivable and payable transactions related to 

December 
31, 2018

March 31, 
2018

% of 
Total 

Cash and cash equivalents 26.3$           43.4$         (17.1)$         (39%) < 1%
Trade receivables 2,071.1       
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During the nine-month period, the favourable variance of $3.7 in Net loss compared to the 
Corporate Plan is due to a higher than planned level of other income ($1.1) and a gain on foreign 
exchange (0.7). Additionally, lower than expected administrative expenses mostly due to staff 
vacancies ($2.9) partially offset by lower than planned fees for services ($0.9) contributed to the 
result. The favourable variance of $21.9 or 1% related to commercial trading transactions is 
mostly aligned with planned amounts. 

Fees for service are earned as contract work is delivered or completed. The unfavourable 
variance of $0.9 or 5% was due primarily to timing differences in GDS Fees for service earned on 
the progress work that was below planned amounts for the reporting period. 

The favourable variance of $1.1 compared to plan in other income is due to an increase in early 
payments requested by Canadian exporters at discounted amounts.  

The Corporation manages exchange gains and losses through monitoring and maintaining its 
foreign currency balances at an adequate level to eliminate liabilities in that currency and does 
not budget for gains or losses on foreign exchange. At December 31, 2018, the Corporation held 
cash in Chinese Renminbi (CNY) and USD in various bank accounts. The amount exposed to 
currency risk in Chinese Renminbi was negligible, while the exposure to USD foreign exchange of 
$6.0 represents approximately 0.1% of its U.S. denominated assets. 

Administrative expenses are paid primarily in Canadian dollars and, as such, are not impacted by 
foreign exchange fluctuations. The favourable variance of $2.9 related to administrative 
expenses resulted primarily from savings rea
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CCC’S COMMITMENT TO RISK MANAGEMENT 

CCC manages various 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 



C
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Statement of Comprehensive Income (Loss) (Unaudited)

(in thousands of Canadian dollars) 2018 2017 2018 2017

REVENUES
Commercial trading transactions 
     - prime contracts (note 9) 515,279$      642,580$ 1,806,632$ 1,872,027$ 
Less: cost of commercial trading transactions 
     - prime contracts (515,279)      (642,580)  (1,806,632)  (1,872,027)  
Fees for service (note 9) 5,440            5,519       18,870        16,733        
Other income (note 9) 182               214          1,532          1,224          
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Statement of Changes in Equity (Unaudited)

For the three and nine months ended December 31, 2018       
(in thousands of Canadian dollars)

Contributed 
Surplus

Retained 
Earnings Total 

BALANCE SEPTEMBER 30, 2018 10,000$        13,716$        23,716$        

Net loss -                (1,067)           (1,067)           

BALANCE DECEMBER 31, 2018 10,000$        12,649$        22,649$        

BALANCE MARCH 31, 2018 10,000$        13,571$        23,571$        

Net loss -                (922)              (922)              

BALANCE DECEMBER 31, 2018 10,000$        12,649$        22,649$        

For the three and nine months ended December 31, 2017       
(in thousands of Canadian dollars)

Contributed 
Surplus

Retained 
Earnings Total 

BALANCE SEPTEMBER 30, 2017 10,000$        15,580$        25,580$        

Net loss -               (2,055)           (2,055)           

BALANCE DECEMBER 31, 2017 10,000$        13,525$        23,525$        

BALANCE MARCH 31, 2017 10,000$        18,914$        28,914$        

Net loss -               (5,389)           (5,389)           

BALANCE DECEMBER 31, 2017 10,000$        13,525$        23,525$        

The accompanying notes are an integral part of the financial statements.
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Statement of Cash Flows (Unaudited)

For the three months For the nine months
ended December 31 ended December 31

2018 2017 2018 2017

OPERATING ACTIVITIES
Net loss (1,067)$       (2,055)$   (922)$         (5,389)$      

Depreciation 113              113         339            334            
Employee benefit expense 50                50           148            149            
Employee benefit payments (28)              -          (28)       (99)             
Effect of exchange rate changes on cash and cash equivalents (442)            (1,169)     (226)           626            
Deferred lease incentives (67)              (66)          (199)           (199)           

Change in working capital from:
Trade receivables (210,358)     408,237  (858,471)    (215,711)    
Advances to Canadian exporters (524,322)     31,496    (519,182)    70,271       
Trade payables and accrued liabilities 203,320       (407,605) 861,701     189,311     
Advances from foreign buyers and others 495,821       (26,564)   499,534     (73,321)      

Cash from (used by) operating activities (36,980)       2,437      (17,306)      (34,028)      

INVESTING ACTIVITIES
Acquisitions of property and equipment -              -          -             (110)           

Cash used in investing activities -              -          -             (110)           

442              1,169      226            (626)           

Net increase (decrease) in cash and cash equivalents (36,538)       3,606      (17,080)      (34,764)      

Cash and cash equivalents at the beginning of period 62,813         38,060    43,355       76,430       

Cash and cash equivalents at the end of period 26,275$       41,666$  26,275$     41,666$     

The accompanying notes are an integral part of the financial statements.

(in thousands of Canadian dollars)

Adjustments to determine net cash from (used in) operating activities:

Effect of exchange rate changes on cash and cash equivalents
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Notes to Financial Statements 

December 31, 2018 

1. Nature, organization and funding 

The Canadian Commercial Corporation (the “Corporation”) was established in 1946 by the 
Canadian Commercial Corporation Act (“Act”), is wholly owned by the Government of Canada 
and is an agent Crown corporation listed in Part I of Schedule III of the Financial Administration 
Act (“FAA”). The Corporation is domiciled in Canada with a head office located at 350 Albert 
Street, Ottawa, Ontario. The Corporation operates primarily in Canada with representation in 
Asia and South America. 

The Corporation acts as the prime contracting agency when foreign governments, international 
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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 
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The ageing profile of the Corporation’s past due trade receivables was as follows: 

 

The significant increase in past due trade receivables is mostly attributable to the ABP contract. 
As the contract enters the delivery phase, the timing of invoicing and collections can have a 
significant impact when comparing figures from prior periods. All overdue trade receivables are 
considered fully collectable by the Corporation.  

Collateral 

Commercial securities that have been pledged as collateral by Canadian exporters in the unlikely 
event of contractual non-performance were as follows: 

 

The amounts above approximate the fair values of collateral held. 

(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 
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its overall liquidity risk exposure from non-performance on contracts, depending upon the results 
of its due diligence, the Corporation may supplement this recourse by requiring 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. 

Under contract terms, payments to Canadians exporters usually are not made in advance of 
receipt of payment from foreign buyers, and therefore do not expose the Corporation to liquidity 
risks.  

The Canadian Commercial Corporation Act 
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8. Capital Management 
 
The Corporation’s objective with respect to capital is to preserve and strengthen its capital base 
through prudent risk management. This, coupled with the implementation of strategies to 
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9. Commercial trading transactions, fees for service, other income and sourcing services 
transactions 

The Corporation facilitates sales of Canadian goods and services to foreign buyers including 
governments, international agencies and other buyers and receives revenues from commercial 
trading transactions related to prime contracts, fees for service and other income. The 
Corporation also engages in transactions related to sourcing services for support of international 
programs.  

For the three and nine-month periods ended December 31, the profile by geographic region is 
as follows: 
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