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MANAGEMENT’S 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 not intended to be a full Management
Discussion and Analysis.

The following discussion and analysis of the operating results and financial position of the
Canadian Commercial Corporation for the quarter ending September 30, 2018 should be read in
conjunction with the enclosed unaudited condensed interim financial statements and notes as well
as the CorporatioQfV $QQXD0 SHSRUI lor 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.

FINANCIAL HIGHLIGHTS
CCC delivers government-to-government contracting services through two core lines of business:

(1) International Commercial Business (ICB); and
(2) Global Defence and Security (GDS), which includes the administration of the Canada-US
Defence Production Sharing Agreement (DPSA)

In addition to its core business line operations, CCC performs activities related to sourcing and
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to a number of factors. There has been a decrease in the Cuba program of $23.5 for the six-month
period and $11.3 for the three-month period as a result of changes in the purchasing plans for the
Cuban tourism and sugar sectors. Other projects offsetting these decreases and contributing to the
overall increase in CTT include the expansion and rehabilitation of an airport in Bermuda ($30.1),
various aerospace projects, including the delivery of multi-purpose helicopters to Montenegro
($42.7), the construction of a cruise ship pier in St-Kitts ($16.0) and increased levels of sale of potash
to Bangladesh ($5.3).

Fees for service

The Corporation charges fees for service on non-DPSA GDS and ICB business lines and other
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EXPENSES

Administrative expenses

For the six-month period ended September 30, 2018, expenses were lower than the prior year
period by $0.7 or 5%, of which $0.5 is attributable to the last three months. This decrease of 5%
in administrative expenses is primarily related to lower workforce compensation and consultant
and communications expenses.

Contract remediation expenses
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SOURCING SERVICES IN SUPPORT OF GOVERNMENT OF CANADA INTERNATIONAL PROGRAMS

Sourcing services transactions are generally in support of international assistance programs, where
the Corporation is not the prime contractor, but rather acts as an agent on behalf of Global Affairs
Canada in accordance with a Memorandum of Understanding.

CCC also has sourcing services agreements with the National Research Council (NRC) and the
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ASSETS

The net increase in assets, compared to March 31, 2018 was primarily related to an increase in
trade receivables and progress work 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 and progress work for foreign buyers and others. The net
change to liabilities is directly related to the change in assets discussed earlier, due to the back-to-
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to the Corporation at the end of one period with the payment made to the Canadian exporter, as
stipulated in the contract, early in the next period.

The increase in cash is primarily due to normal operating activities combined with the effect of
exchange rate fluctuations on cash. The increase in cash from operating activities in the three and
six month periods is primarily related to a replenishment of cash used for early payments made at
discounted amounts to Canadian exporters in comparison to the prior year.

COMPARISON OF FINANCIAL RESULTS TO THE 2018-19 TO 2022-23 CORPORATE
PLAN

The Government of Canada has not yet approved the CCC 2018-19 to 2022-23 Corporate Plan.

Statement of Comprehensive income
(in millions of dollars) ) )
Actual Corporate Plan Variance % Variance

Revenues
Commercial trading transactions
- prime contracts

The favorable variance of $4.5 in Net profit (loss), compared to the Corporate Plan is due to a
higher than planned level of fees for service ($1.4) and other income ($1.1) earned for the six

month period ended September 30 2018, combined with cost saving efficiencies in administrative
expenses ($2.1).

The favorable variance of $155.6 or 14% related to commercial trading transactions was mostly
due to a change in the timing of ABP progress work from past periods of $159.5 and unfavorable
variances across all other business lines and programs of $3.9.
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MANAGEMENT RESPONSIBILITY FOR FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these quarterly financial
statements in accordance with the Treasury Board of Canada Standard on Quarterly Financial
Reports for Crown Corporations and for such internal controls as Management determines is
necessary to enable the preparation of quarterly financial statements that are free from material
misstatement. Management is also responsible for ensuring all other information in this quarterly
financial report is consistent, where appropriate, with the quarterly financial statements. These
quarterly financial statements have not been audited or reviewed by an external auditor.

Based on our knowledge, these unaudited quarterly financial statements present fairly, in all
material respects, the financial position, results of operations and cash flows of the corporation, as
at the date of and for the period presented in the quarterly financial statements.

Martin Zablocki Ernie Briard
President and Vice-President, Corporate Services and
Chief Executive Officer Chief Financial Officer

Ottawa, Canada
November 15, 2018
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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) $ 673,165 $600,618 $1,291,353 $1,229,447
Less: cost of commercial trading transactions
- prime contracts (673,165) (600,618) (1,291,353) (1,229,447)
Fees for service (note 9) 7,413 5,210 13,430 11,214
Other income (note 9) 253 602 1,350 1,010
Finance income, net (note 10) 173 164 231 323
Gain (loss) on foreign exchange 12 (109) 119 77)
7,851 5,867 15,130 12,370
EXPENSES
Administrative expenses (note 11) 6,988 7,538 14,985 15,704
6,988 7,538 14,985 15,704

SOURCING SERVICES FOR SUPPORT OF
INTERNATIONAL GOVERNMENT ASSISTANCE
PROGRAMS
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Statement of Changes in Equity (Unaudited)

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

(in thousands of Canadian dollars) Surplus Earnings Total
BALANCE JUNE 30, 2018 3 10,000 $ 12,853 $ 22,853
Net profit - 863 863
BALANCE SEPTEMBER 30, 2018 $ 10,000 $ 13,716 $ 23,716
BALANCE MARCH 31, 2018 $ 10,000 $ 13571 $ 23,571
Net profit - 145 145
BALANCE SEPTEMBER 30, 2018 $ 10,000 $ 13,716 $ 23,716
For the three and six months ended September 30, 2017 Contributed ~ Retained

(in thousands of Canadian dollars) Surplus Earnings Total
BALANCE JUNE 30, 2017 $ 10,000 $ 17,251 $ 27,251
Net loss -
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Statement of Cash Flows (Unaudited)

For the three months For the six months
ended September 30 ended September 30

2018 2017 2018 2017
OPERATING ACTIVITIES
Net profit (loss) $ 863 $ (1671) $ 145 $ (3334)
Depreciation 113 113 226 221
Employee benefit expense 49 50 98 99
Employee benefit payments - 99) - (99)
Effect of exchange rate changes on cash and cash (758) 952 216 1795
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Trade receivables
The Corporation generally mitigates credit risk related to trade receivables from export
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Liquidity risk LV PLQLPL]HG WKURXJK FRPSOLDQFH ZLIK WKH &RUSRUDILRQYV LQYHVIPHQI SROLF\ ZKHUHE\
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
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For the six months ended September 30

Sourcing Sourcing
services services
Revenues* transactions Total Revenues* transactions Total
Asia ** $ 668150 $ 4203 $ 672,353 $ 646,736 $ 5590 $ 652,326
United States 327,824 - 327,824 367,162 1 367,163

Central America

10. Finance income, net

For the three and six month periods ended September 30, the Corporation has recorded finance
income and cost in relation to the following financial instruments:

For the three months For the six months ended

ended September 30 September 30
2018 2017 2018 2017
Financial assets
Finance income earned on cash and cashequivalents $ 249 $ 219 $ 386 $ 416
Financial liabilities
Finance cost on payables and other liabilities (76) (55) (155) (93)
$ 173 $ 164 $ 231 $ 323
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11. Administrative expenses

Administrative expenses for the three and six-month periods ended September 30 included the
following:

For the three months For the six months
ended September 30  ended September 30

2018 2017 2018 2017
Workforce compensation and related expenses $ 4872 $ 5036 $ 10,027 $ 10,211
Contract management services 662 675 1,323 1,350
Travel and hospitality 383 397 944 870
Rent and related expenses 373 509 808 917
Consultants 329 518 703 979
Software, hardware and support 65 63 464 487
Communications 95 132 240 297
Depreciation 113 113 226 221
Other expenses 96 95 250 372

$ 698 $ 7538 $ 14985 $ 15,704

12. Parliamentary appropriation

No appropriation was authorized by the Parliament of Canada since the end of 2016-2017 fiscal
year.

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.
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