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ERRATUM 

Date: October 30 

Location: Note 2, Basis of preparation paragraph 2 

Revision: Addition of the following paragraph “As permitted by the Treasury Board of Canada 

Standard on Quarterly Financial Reports for Crown Corporations, management has elected to 

only reflect the changes from adoption of IFRS 15 and IFRS 9 standards in the Corporation’s 
audited financial statements for the year ended March 31, 2019. This constitutes a departure from 

generally accepted accounting principles for the first application of IFRS 15 and IFRS 9, as the 

quarterly financial statements for the current period do not include the impact of the new 

accounting standards.” 

Rationale for the revision: The additional disclosure is required to inform the readers of a 
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MANAGEMENT͛^ DISCUSSION AND ANALYSIS 

 

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 n5n6
5.34698438(C)7

N
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Fees for service 

 

The Corporation charges fees for service on non-DPSA GDS and ICB business lines and other 
services, generally calculated as a percentage of the contract value. The rates for services provided, 
or fees for service are negotiated on a contract-by-contract basis. Fees are recognized as revenue 
when commercial trading transactions related to prime contracts and international sourcing 
services agreements are recorded and from other international and domestic activities when 
services are rendered. Pursuant to the DPSA agreement, CCC does not charge fees for service on 
the DPSA program. In addition to fees for service recorded from the non-DPSA core operations 
business line, CCC earns fees on a cost recovery basis related to sourcing services transactions and 
other initiatives of Government of Canada departments and agencies. 

For the three-month period ended June 30, 2018, fees for services were similar to the prior year. 
Decreases in fees generated through the Cuba program and shared services initiatives were offset 
by increased fees generated by the building of the cruise ship terminal in St-Kitts and the 
rehabilitation of a football stadium in Cameroon. 

Fees for service

(in millions of dollars)

2018 2017

% of 

Total 

2018

GDS:

Non-DPSA GDS 2.8$              2.9$              (0.1)$                   (3%) 47% 

Total GDS 2.8$              2.9$              (0.1)$                  (3%) 47% 

ICB 2.3                1.9                0.4                    18% 38% 

Sourcing services 

     transactions and other 0.9                1.2                (0.3)                    (22%) 15% 

Total Fees for service 6.0$              6.0$              -$                      -  100% 

Increase (Decrease)

FOR THE THREE MONTHS ENDED

JUNE 30
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Of the total progress work by Canadian exporters and for foreign buyers, $5,960.2 or 98% was 

related to continued progress work on the ABP contract. 

Of the advances from foreign buyers and others and advances to Canadian exporters, 74% can be 

attributed to five projects: ABP, an aerospace project in Peru, the construction of a parking 

complex in Ghana, the rehabilitation of a football stadium in Cameroon and the construction of a 



C
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favorable variance was due primarily to ABP fees for service earned on the progress work that was 

$0.7 above budget, offset by unfavorable variances of $0.2 in ICB and other GDS projects. 

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 
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CCC͛^��KDD/dD�Ed�dK�Z/^<�D�E�'�D�Ed 

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 
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MANAGEMENT RESPONSIBILITY FOR FINANCIAL STATEMENTS  
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Statement of Financial Position (Unaudited)

June 30, March 31,
As at (in thousands of Canadian dollars) 2018 2018

ASSETS

Current assets

Cash and cash equivalent (note 4) 22,877$               43,355$               

Trade receivables (notes 5 and 7) 1,603,293            1,212,712            

Advances to Canadian exporters (note 6) 134,925               144,294               

Progress work by Canadian exporters (note 6) 5,993,502            5,731,733            

7,754,597            7,132,094            
Non-current assets

Property and equipment 2,983                   3,096                   
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Statement of Comprehensive Income (Unaudited)

For the three months ended June 30 (in thousands of Canadian dollars) 2018 2017

REVENUES

Commercial trading transactions 

     - prime contracts (note 9) 618,188$    628,829$    

Less: cost of commercial trading transactions 

     - prime contracts (618,188)     (628,829)     

Fees for service (note 9) 6,017          6,004          

Other income (note 9) 1,097          408             

Finance income, net (note 10) 58               159             

Gain (loss) on foreign exchange 107             (68)
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Statement of Cash Flows (Unaudited)

 

 

2018 2017

OPERATING ACTIVITIES

Net loss (718)$         (1,663)$      

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

Depreciation 113            108            

Employee benefit expense 49              49              

Effect of exchange rate changes on cash and cash equivalents 974            843            

Deferred lease incentives (66)             (66)             

Change in working capital from:

Trade receivables (390,581)    (302,162)    

Advances to Canadian exporters 9,369         28,977       

Trade payables and accrued liabilities 373,322     305,309     

Advances from foreign buyers and others (11,966)      (30,102)      

Cash from (used by) operating activities (19,504)      1,293         

INVESTING ACTIVITIES

Acquisitions of property and equipment -             (110)           

Cash used in investing activities -             (110)           

Effect of exchange rate changes on cash and cash equivalents (974)           (843)           

Net increase (decrease) in cash and cash equivalents (20,478)      340            

Cash and cash equivalents at the beginning of period 43,355       76,430       

Cash and cash equivalents at the end of period 22,877$     76,770$     
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2. Basis of preparation 

Compliance with International Financial Reporting Standards (IFRS) 

These condensed interim financial statements have been prepared in accordance with the Treasury 
Board of Canada 
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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 
Corporationôs exposure to credit risk from investing cash and cash equivalents is minimized 
through compliance with the Corporationôs Board of Directors approved investment policy, which 
includes 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:  

 Moodyôs rating of P1 

 Standard and Poorôs (S&P) rating of A1 

 Dominion Bond Rating Service (DBRS) rating of R1 (low)  
 

Trade receivables 

The Corporation generally mitigates credit risk related to trade receivables from export 
transactions through the domestic contracts with Canadian exporters. This is achieved through a 
back-to-back payment mechanism whereby exporters are paid when the Corporation has received 
the related payment from the foreign buyers. Where a foreign buyer is rated AAA by recognized 
rating agencies, the Corporation may agree to pay the Canadian exporter in advance of receiving 
the foreign buyerôs payment, thereby creating a credit exposure. With the AAA rating, the credit 
risk is deemed mitigated and acceptable. During the three months ended June 30, 2018, 5% 
(March 31, 2018 - 4%) of the Corporationôs trade receivables were from AAA credit rated foreign 
buyers.  

The maximum exposure to credit risk for trade receivables by geographic region was as follows: 

 June 30, 2018 March 31, 2018

Asia * 1,483,820$     1,147,480$        

United States 75,665            43,319               

Central America and Caribbean 20,803            5,096                 

South America 12,867            7,732                 

Africa 6,933              3,451                 

Canada 3,205              3,399                 

Europe -                 2,235                 
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The maturity profile of the Corporationôs trade receivables was as follows: 

 June 30, 2018 March 31, 2018

< 1 year 1,602,331$     1,211,825$        

> 1 and < 3 years 962                 887                    

1,603,293$     1,212,712$         

Trade receivables are considered past due when the payor has failed to make the payment by the 
contractual due date. The ageing profile of the Corporationôs past due trade receivables was as 
follows: 

 June 30, 2018 March 31, 2018

< 30 days 15,063$          5,229$               

> 30 days and < 180 days 219,267          8,048                 

> 180 days 6,430              1,021                 

240,760$        14,298$              

The significant increase in trade receivables, particularly in the 30 to 180 days range, is directly 
attributable to increased activity in the ABP contract. As the contract enters into the delivery phase, 
timing of invoicing and collections can have a significant impact on comparative figures from prior 
periods. 

Collateral 

Commercial securities that have been pledged as collateral by Canadian exporters in the unlikely 
event of contractual non-performance as at June 30th, 2018 were as follows: 

June 30, 2018 March 31, 2018

Holdbacks 6,048$            5,927$               

Parent guarantees 14,618,579$   14,414,241$       

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 is not exposed to significant currency risk, 
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Liquidity risk is minimized through compliance with the Corporationôs investment policy whereby 
cash and cash equivalents is invested in highly liquid demand deposits and temporary investments 
with a Canadian financial institution in order to meet financial obligations on a timely basis. 

A potential claim for damages on non-performance of contractual obligations could create liquidity 
risk for the Corporation. To mitigate this risk, the Corporation has contractual recourse that 
consists of, in all material respects, back-to-back contractual obligations from Canadian exporters 
in an amount equal to the value of the contract. In addition, in order to further mitigate 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 permits the Corporation to borrow from the 
Consolidated Revenue Fund or enter into other credit arrangements or indemnities from other 
sources for an amount not to exceed $90.0 million. 

The Corporation has a revolving credit facility providing access to funds in the amount of 
$40.0 million (March 31, 2018 - $40.0 million) Canadian or its U.S. dollar equivalent. 
Indebtedness under this agreement is unsecured and this credit facility has no expiry date. As at 
June 30, 2018, the draw on this line of credit was $20.0 million (March 31, 2018 ï $14.2 million).  

Trade payables and accrued liabilities 

Trade payables and accrued liabilities are due on normal trade terms. The maturity profile of the 
Corporationôs trade payables and accrued liabilities was as follows: 

 

June 30, 2018 March 31, 2018

< 1 year 1,564,644$     1,191,322$             

1,564,644$     1,191,322$              

Due to the back to back nature of CCC`s contracting operations, the trade payables balances are 
largely related to corresponding amounts in trade receivables presented earlier in this note. There 
are no onerous contracts identified as at June 30, 2018 and no onerous contracts as at 
March 31, 2018. 

8. Capital management 
 
The Corporationôs 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 optimize 
operating surpluses ensures that capital is available to facilitate investments in people and 
processes and to mitigate any potential losses related to operational, performance and credit risk.  
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10. Finance income, net 
 
For the three month ended June 30, the Corporation has recorded finance income and cost in 
relation to the following financial instruments: 

For the three months ended 

June 30

2018 2017

Financial assets

Finance income earned on cash and cash equivalents 137$                197$                

Financial liabilities

Finance cost on payables and other liabilities (79)                   (38)                   

58$                  159$                 

11. Administrative expenses 
 
Administrative expenses for the three month ended June 30 included the following: 

2018 2017

Workforce compensation and related expenses 5,155$      5,175$      

Contract management services 661           675           

Travel and hospitality 561           473           

Rent and related expenses 435           408           

Software, hardware and support 399           424           

Consultants 374           461           

Communications 145           
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13. 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.  

 
14. Guarantees 
 
As 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. The Corporation also engages in the fulfilment of contractual obligations 
related to sourcing services for support of international assistance programs.  

The total prime and sourcing services contract portfolio value remaining to be fulfilled was as 
follows: 

June 30, 2018 March 31, 2018

< 1 year 4,738,381$     4,120,254$         

> 1 and < 3 years 5,450,708       5,166,214           

> 3 and < 5 years 3,992,625       4,449,648           

> 5 years 1,192,718       1,390,006           

Total contract portfolio 15,374,432$   15,126,122$        

During the three months ended June 30,  2018, the value of contracts and amendments signed and 
effective, representing contractual amounts to be fulfilled, amounted to $319.2 million 
(June 30, 2017 - $275.5 million). 


