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Original signed by
Anita Anand, P.C., M.P.
Receiver General for Canada
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Introduction to the Public Accounts of Canada

Nature of the Public Accounts of Canada

The Public Accounts of Canada is the report of the Government of Canada prepared annually by the Receiver General, as
required by section 64 of the Financial Administration Act. It covers the fiscal year of the Government, which ends on
March 31.

The information contained in the report originates from two sources of data:
o the summarized financial transactions presented in the accounts of Canada, maintained by the Receiver General
o the detailed records, maintained by departments and agencies

Each department and agency is responsible for reconciling its accounts to the control accounts of the Receiver General, and
for maintaining detailed records of the transactions in their accounts.

The report covers the financial transactions of the Government during the year. In certain cases, parliamentary authority to
undertake transactions was provided by legislation approved in earlier years.

Format of the Public Accounts of Canada

The Public Accounts of Canada is produced in 3 volumes:

e Volume I presents the audited consolidated financial statements of the Government, as well as additional financial
information and analyses

e Volume Il presents the financial operations of the Government, segregated by ministry

e Volume Il presents supplementary information and analyses
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Note to reader

An overview of the financial operations of the Government of Canada is
provided in the Annual Financial Report prepared by the Department of
Finance Canada. This report also includes condensed consolidated
financial statements.

Accompanying this report are historical fiscal reference tables and related
fiscal indicators for the federal government and the provinces.

The Annual Financial Report is available on the web at.
canada.ca/en/department-finance/services/publications/annual-financial-

report.
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Financial statements discussion and analysis

Introduction

The Public Accounts of Canada is a major accountability report of the Government of Canada. This section, together with the other
sections in this volume and in Volumes Il and 111 of the Public Accounts of Canada, provides detailed supplementary information in
respect of matters reported in the audited consolidated financial statements in Section 2 of this volume. Supplementary discussion and
analysis of the financial results can be found in the Annual Financial Report of the Government of Canada—Fiscal Year 2019-2020,
available on the Department of Finance Canada’s website.

The consolidated financial statements and financial statements discussion and analysis have been prepared under the joint direction of the
Minister of Finance, the President of the Treasury Board and the Receiver General for Canada. Responsibility for the integrity and
objectivity of the consolidated financial statements and financial statements discussion and analysis rests with the government. A glossary
of terms used in this financial statements discussion and analysis is provided at the end of this section.

2020 financial highlights

— The government posted a budgetary deficit of $39.4 billion for the fiscal year ended March 31, 2020, compared to a deficit of
$14.0 billion in the previous fiscal year.

— The budgetary deficit before net actuarial losses stood at $28.8 billion in 2020, compared to $5.6 billion in 2019. The budgetary
balance before net actuarial losses is a new measure that is being introduced to supplement the traditional budgetary balance and
improve the transparency of the government’s financial reporting by isolating the impact of the amortization of net actuarial losses
arising from the government’s pension and other employee future benefit plans.

— Compared to projections in the 2020 Economic and Fiscal Snapshot (July 2020 Snapshot), the annual deficit was $5.0 billion
higher than the $34.4-billion deficit projected, mainly reflecting lower-than-expected tax and non-tax revenues, while the annual
deficit before net actuarial losses was $5.2 billion higher than projected.

— Revenues increased by $1.9 billion, or 0.6%, from 2019, primarily reflecting increases in income tax revenues and the introduction
of the fuel charge. Program expenses excluding net actuarial losses increased by $23.9 billion, or 7.6%, from 2019, reflecting
increases in all major categories of expenses, including fuel charge proceeds returned. Net actuarial losses, which reflect changes
in the measurement of the government’s obligations for pensions and other employee future benefits accrued in previous fiscal
years, increased $2.2 billion, or 26.9%, due in large part to declines in year-end interest rates used in valuing these obligations and
increased costs associated with the utilization of disability and other future benefits provided to veterans. Public debt charges were
up $1.2 billion, or 5.1%, largely reflecting higher Consumer Price Index adjustments on Real Return Bonds, an increase in the
stock of Government of Canada treasury bills, and higher costs associated with marketable bonds.

— The accumulated deficit (the difference between total liabilities and total assets) stood at $721.4 billion at March 31, 2020. The
accumulated deficit-to-GDP (gross domestic product) ratio was 31.3%, up from 30.8% in the previous year.

— As reported by the International Monetary Fund (IMF), Canada’s total government net debt-to-GDP ratio, which includes the net
debt of the federal, provincial/territorial and local governments, as well as the net assets held in the Canada Pension Plan and
Quebec Pension Plan, stood at 25.9% in 2019. This is the lowest level among Group of Seven (G7) countries, which the IMF
expects will record an average net debt of 88.1% of GDP for the same year.
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https://www.canada.ca/en/department-finance/services/publications/annual-financial-report.html

Public Accounts of Canada 2019-2020

Discussion and analysis

Economic developments?!

The global economy was at a mature stage of the business cycle for most of 2019 and early 2020. Though the expansion was moderating,
the major trade tensions that had dogged the global outlook for the past few years had eased. Many central banks had begun easing
monetary policy gradually to try to maintain the expansion.

Real GDP in 2019 grew 1.7%, after growth of 2.0% in 2018. Throughout 2019, and into the early part of 2020, the labour market continued
to be strong, adding about 25,000 jobs per month over this period. Commaodity prices, responding to slowing global demand, saw modest
declines; the price of West Texas Intermediate crude oil declined to US$57 per barrel from US$65 per barrel in 2018. Short-term interest
rates remained around 1.7% for most of 2019 as the Bank of Canada paused its monetary policy tightening cycle for the year. However,
long-term interest rates continued to decline throughout the year, averaging 1.6%, down from 2.3% in 2018, as global monetary policy
continued to gradually ease.

Canada’s nominal GDP, the broadest measure of the tax base, grew 3.6% in 2019, down from 3.9% in 2018, as real GDP growth moderated
towards potential.

The global and Canadian economies, however, soon experienced an historic disruption in the final two weeks of the fiscal year. The
COVID-19 pandemic became an unprecedented threat to our health, and a global economic challenge. With unprecedented speed and
breadth, the COVID-19 pandemic affected nearly all aspects of life. Public health containment measures led to large segments of the
economy coming to an abrupt stop, with activity in some industries driven to near zero. Workplaces and schools were closed, travel
restricted, and public gatherings banned, resulting in drastic impacts on many aspects of Canadians’ lives. In March 2020 alone, more
than 3 million people lost their jobs or saw their hours significantly scaled back.

The toll on the broader economy in 2020 is expected to be the largest and most sudden economic contraction since the Great Depression.
By just the first quarter of 2020, Canada had already witnessed a large decline in real GDP, a drop in both short- and long-term interest
rates to record lows, and a steep decline in commodity prices, including for oil. As the recovery has taken hold over the summer of 2020,
many of these indicators have since bounced back; however, activity remains depressed in many sectors.

The Government of Canada’s rapid and substantial economic support measures have helped protect Canadians from a far worse economic
outcome, prevented more layoffs, and have laid a foundation for a faster and stronger recovery.

Going forward, the threat of a resurgent wave of COVID-19 and uncertainty surrounding the durability of the economic recovery, and the
transition to a post-pandemic world, are the key risks to the global and domestic economies. The fiscal results up to March 31, 2020 only
partially reflect the impact of COVID-19. In fiscal year 2021, the severe deterioration in the economic outlook plus the temporary
measures implemented through the government’s economic response plan are expected to result in a projected deficit of $343.2 billion in
fiscal year 20212,

1 This section incorporates data available up to and including August 26, 2020. The annual results are on calendar year basis, unless otherwise specified.
2 Economic and Fiscal Snapshot 2020.
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Average private sector forecasts
(in percentage)

Real GDP growth
Budget 2019
2020 Economic and Fiscal Snapshot
Actual
Nominal GDP growth
BUAGEE 2019 ...ttt
2020 Economic and Fiscal Snapshot ....
Actual
3-month Treasury bill rate
Budget 2019
2020 Economic and Fiscal Snapshot
Actual
10-year government bond rate
Budget 2019
2020 Economic and Fiscal Snapshot ....
ACHUBL ...
Unemployment rate
Budget 2019
2020 Economic and Fiscal Snapshot
Actual
Consumer price index inflation
BUAGEE 2019 ...ttt
2020 Economic and Fiscal Snapshot ....
Actual

2018 2019 2020 2021
2.0 17 16 17
2.0 1.7 (6.8) 55
2.0 17 - -
41 3.4 35 37
3.9 3.6 (6.3) 7.9
3.9 36 - -
1.4 1.9 2.2 2.3
1.4 1.7 05 0.3
1.4 17 - -
2.3 2.4 2.7 2.8
2.3 16 0.8 1.0
2.3 16 - -
5.8 5.7 5.9 6.0
5.8 5.7 9.8 7.8
5.8 5.7 - -
2.3 19 2.0 19
2.2 2.0 05 2.0
2.2 2.0 - -

Figures have been restated to reflect the historical revisions in the Canadian System of National Accounts as of the first quarter of 2020 released on May 29, 2020.
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Canada’s COVID-19 Economic Response Plan

Canada entered the COVID-19 pandemic in a strong fiscal position, enabling the government to take decisive action to protect
Canadians and businesses from the impacts of the pandemic. Canada’s COVID-19 Economic Response Plan (the Plan) includes
measures to protect the health and safety of Canadians and provide direct support to Canadian workers and businesses. It also includes
tax and customs duty payment deferrals to meet liquidity needs of businesses and households and to help stabilize the Canadian
economy. Combined, these measures make Canada’s plan one of the most generous response plans in the world.

The Plan focuses on three broad areas of support:

— Health Care System and Safety of Canadians, such as funding to strengthen critical health care systems, purchase personal
protective equipment and supplies, and support critical medical research and vaccine developments.

— Support to Individuals, which includes delivering immediate income support to those most affected by the crisis, creating
incentives for safe participation in the labour market, and ensuring vulnerable Canadians have access to the supports they need.

— Support to Businesses, such as support for market liquidity to ensure that businesses can continue to access credit, and bridge
financing for businesses of all sizes so they can remain solvent and keep Canadians employed.

The government continues to take the necessary steps to implement this Plan and ensure timely access to the income support and
credit relief that Canadians and businesses need to manage the pressures they are facing as a result of COVID-19, so that the Canadian
economy is well-positioned to recover when the crisis subsides.

The impact of this Plan on the financial results of the government will largely be felt in the 2021 fiscal year. A relatively small share
of the Plan is reflected in the 2020 budgetary results, including $6.5 billion for the Canada Emergency Response Benefit (CERB),
$0.5 billion in support for provincial and territorial public health preparedness and critical health care systems, and $0.2 billion for
national public health pandemic operations.

In addition to the measures noted above, credit and liquidity support is being made available through the Bank of Canada under several
large-scale asset purchase programs to increase liquidity in core funding markets, and by the Canada Mortgage and Housing
Corporation, through the Insured Mortgage Purchase Program (IMPP). The IMPP operates at no additional risk to the taxpayer, as the
mortgages underlying the purchased securities are already insured.

The Government of Canada’s debt program will increase in 2021 in order to allow the government to make the necessary temporary
investments to stabilize the Canadian economy amidst the extraordinary circumstances of the COVID-19 pandemic. The government
is taking a prudent approach by issuing an unprecedented level of long-term bonds in order to lock in funding at historically low
interest rates.

Further information on Canada's COVID-19 Economic Response Plan can be found at canada.ca/en/department-finance/economic-
response-plan. Information regarding the government’s 2021 Debt Management Strategy, which sets out the Government of Canada’s
objectives, strategy and borrowing plans for its domestic debt program and the management of its official international reserves, can
be found in Annex 3 of the Economic and Fiscal Snapshot 2020 at canada.ca/en/department-finance/services/publications/economic-
fiscal-snapshot/debt-management-strateqy-2020-21.

Additional details regarding the impact of the Plan on the government’s financial results for 2020 are presented in the following
sections of this financial statements discussion and analysis.
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The budgetary balance

The budgetary balance is the difference between the government’s revenues and total expenses over a fiscal year. It is one of the key
measures of the government’s annual financial performance. The government posted an annual deficit of $39.4 billion in 2020, compared
to a deficit of $14.0 billion in 2019.

The annual deficit before net actuarial losses represents the difference between the government’s revenues and expenses excluding net
actuarial losses. By excluding the impact of re-measurement gains and losses stemming from the annual revaluation of the government’s
pension and other employee future benefit obligations accrued in previous fiscal years, this measure is intended to present a clearer picture
of the results of government operations during the current fiscal year. The annual deficit before net actuarial losses stood at $28.8 billion
in 2020, compared to $5.6 billion in 2019.

The following graph shows the government’s budgetary balance since 1996, as well as the budgetary balance before net actuarial losses
since 2009. To enhance the comparability of results over time and across jurisdictions, the budgetary balance and its components are
presented as a percentage of GDP. In 2020, the budgetary deficit was 1.7% of GDP, compared to a deficit of 0.6% of GDP a year earlier.
The budgetary deficit before net actuarial losses was 1.2% of GDP, compared to a deficit of 0.3% of GDP a year earlier.

Annual surplus/deficit
(percentage of GDP)

1
mmmmm Annual surplus/deficit === Annual surplus/deficit before net actuarial losses

1 II
. I-l lll_lll

||

1

-2

-3

-4
© ~ © (=2} o - N o™ < 0 © ~ @ (=2} o i N (30} < [Te] © ~ [o0] (2] o
{2} {2} {2} {2} o o o o o o o o o o - - - - — — — — — — N
(=2 (=2 (=2 (=2 o o o o o o o o o o o o o o o o o o o o o
Ll Ll Ll Ll N N N N N N N N N N N N N N N N N N N N N

1 In 2018, the government implemented, on a retroactive basis, a change in its methodology for the determination of the discount rate for unfunded pension benefits. Fiscal
results for 2009 to 2017 were restated to reflect this change. Restated data for years prior to 2009 is not available.
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Annual deficit before net actuarial losses

A new line item, Annual deficit before net actuarial losses, has been added to this year’s Consolidated Statement of Operations and
Accumulated Deficit to improve the transparency of the government’s financial reporting. This addition follows an introductory
discussion of the concept in the Economic and Fiscal Update 2019, released on December 16, 2019, and public consultations
undertaken during winter 2019 and spring 2020 on how this new measurement might be used in the government’s financial reporting
framework. Given the feedback received, the government has decided to incorporate this new measurement in its reports on projected
and actual financial results, starting with the 2020 consolidated financial statements.

Actuarial losses and gains arise from the annual re-measurement of the government’s existing obligations for public sector pensions
and other future benefits owed to veterans and government employees. The measurement of these obligations involves the extensive
use of estimates and assumptions about future events and circumstances, such as wage increases, inflation and mortality. In particular,
the unfunded obligations are sensitive to changes in short- and long-term interest rates, which are used to estimate the value of expected
future benefit payments in today’s dollars. This volatility has increased in recent years, with the introduction of a new discount rate
methodology in the 2018 Public Accounts. Prior to the change in methodology, unfunded pension obligations were discounted using
a 20-year moving average of Government of Canada long-term bond rates, which resulted in a relatively stable discount rate. Under
the new methodology, unfunded benefit obligations are discounted based on the spot rates of Government of Canada bonds at fiscal
year-end (March 31), which can fluctuate significantly from one year to the next, resulting in actuarial gains and losses that flow
through the budgetary balance.

While these adjustments and revaluations are an important part of providing an accurate picture of the government’s statement of
financial position at any given time, they can also result in large swings in the budgetary balance, which may impair the usefulness
and understandability of the government’s financial statements and fiscal projections, including as a measurement of the short-term
impact of government spending and taxation choices on the economy.

The new “Annual deficit before net actuarial losses” line item has been introduced as a supplementary measure to isolate the impact
of re-measurements of previously recorded pension and other employee future benefit obligations and provide a clearer view of the
government’s planned and actual operating activities in an accounting period, enhancing transparency and accountability.

Revenues were up $1.9 billion, or 0.6%, from the prior year, primarily reflecting increases in income tax revenues and the introduction of
the fuel charge.

Expenses were up $27.3 billion, or 7.9%, from the prior year. Program expenses excluding net actuarial losses increased by $23.9 billion,
or 7.6%, primarily reflecting an increase in transfer payments. Net actuarial losses increased by $2.2 billion, or 26.9%, from the prior year,
due in large part to declines in year-end interest rates used to value the government’s pension and other employee future benefit obligations
and increased costs associated with the utilization of disability and other future benefits provided to veterans, which have resulted in
increases in the value of these obligations. Public debt charges increased by $1.2 billion, or 5.1%, from the prior year, largely reflecting
higher Consumer Price Index adjustments on Real Return Bonds, an increase in the stock of Government of Canada treasury bills, and
higher costs associated with marketable bonds.
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2020 financial highlights

(in millions of dollars)

2020 2019
Consolidated Statement of Operations
REVENUES ... 334,131 332,218
Expenses
Program expenses, excluding net actuarial losses® .. 338,467 314,555
Public debt charges 24,447 23,266
Total expenses, exClUding NEt ACLUANIAL I0SSES ...........cc.cvuiviviieiiseisieeie ittt et bbb 362,914 337,821
Annual deficit Defore Net ACtUANTAI I0SSEST...........cviviiiiiiiiieii s (28,783) (5,603)
INEE ACHUATAI OSSESY ..ottt bbbt et (10,609) (8,361)
ANNUBT BEFICHT ... bbb bbb bbbt (39,392) (13,964)
PEICENTAGE OF GDP .....eciiiiiitiiiee ettt btttk b e b st b b b s e bR £ b s £ b e R £ b e b e A et ek Rt E e b et et b et b ettt 1.7)% (0.6)%
Consolidated Statement of Financial Position
Liabilities
Accounts payable and accrued liabilities... 163,833 159,707
Interest-bearing debt 1,084,776 1,025,464
TOtAL THADTHEIES ... 1,248,609 1,185,171
FINANCTAI BSSEES. ... bbb 435,718 413,047
INEE BB ....ooveveveeeaesesesesesesesesesesesesesesesesesesesesesesesessse s (812,891) (772,124)
Non-financial assets 91,531 86,674
Accumulated deficit (721,360) (685,450)
Percentage of GDP .. 31.3% 30.8%
1

Comparative figures have been reclassified to conform to the current year's presentation.
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Revenues

Federal revenues can be broken down into five main categories: income tax revenues, other taxes and duties, Employment Insurance (EI)
premium revenues, fuel charge proceeds and other revenues.

Within the income tax category, personal income tax revenues are the largest source of federal revenues, and accounted for 50.2% of total
revenues in 2020 (up from 49.3% in 2019). Corporate income tax revenues are the second largest source of revenues, and accounted for
15.0% of total revenues in 2020 (down from 15.2% in 2019). Non-resident income tax revenues are a comparatively smaller source of
revenues, accounting for only 2.8% of total revenues in 2020 (unchanged from 2019).

Other taxes and duties consist of revenues from the Goods and Services Tax (GST), energy taxes, customs import duties and other excise
taxes and duties. The largest component of this category—GST revenues—accounted for 11.2% of all federal revenues in 2020 (down
from 11.5% in 2019). The share of the remaining components of other taxes and duties stood at 4.9% of total federal revenues (down from
5.7% in 2019).

El premium revenues accounted for 6.6% of total federal revenues in 2020 (down slightly from 2019).

Fuel charge proceeds under the new federal carbon pollution pricing system that came into effect in April 2019 accounted for 0.8% of
total federal revenues in 2020.

Other revenues are made up of three broad components: net income from enterprise Crown corporations and other government business
enterprises; other program revenues from returns on investments, proceeds from the sales of goods and services, and other miscellaneous
revenues; and foreign exchange revenues. Other revenues accounted for 8.5% of total federal revenues in 2020 (down from 8.8% in 2019).

Composition of revenues for 2020

Fuel charge proceeds Other revenues
0.8% 8.5%
Employment insurance premiums
6.6%

Other taxes and
duties (GST Personal
excluded) income tax
4.9% 50.2%

GST
11.2%

Non-resident
income tax
2.8%

Corporate income tax
15.0%

Numbers may not add to 100% due to rounding.
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Revenues compared to 2019

Total revenues amounted to $334.1 billion in 2020, up $1.9 billion, or 0.6%, from 2019. The following table compares revenues for 2020
to 20109.

Revenues
Change
2020 2019 $ %

Income tax revenues

PEISONAL ...ttt bbbt 167,576 163,881 3,695 2.3

Corporate ...... 50,060 50,368 (308) (0.6)

Non-resident.. 9,476 9,370 106 1.1

TTORAD bbbt e et 227,112 223,619 3,493 1.6
Other taxes and duties

GOO0AS AN SEIVICES TAX ...vvvevteaeiete sttt ettt b ettt b et en et b i 37,386 38,221 (835) (2.2)

Energy taxes . 5,683 5,802 (119) 2.1)

CUSEOMS IMPOI AUEIES ...ttt 4,853 6,881 (2,028) (29.5)

Other exCise taXeS AN QULIES.............vviiiiiiiiii s 5,958 6,323 (365) (5.8)

TOTAL L. 53,880 57,227 (3,347) (5.8)
Employment inSUrance PremilmsS ...........oovieieieiineeeessesses s 22,219 22,295 (76) 0.3)
FUEI Charge PIrOCEEAS ........vviiiiiieit b 2,655 - 2,655 n/a
OTNEE FEVENUES ...ttt 28,265 29,077 (812) (2.8)
Total revenues 334,131 332,218 1,913 0.6

— Personal income tax revenues increased by $3.7 billion in 2020, or 2.3%, reflecting developments in the labour market, particularly
employment and wage growth until the end of calendar year 2019.

— Corporate income tax revenues decreased by $0.3 billion, or 0.6%, reflecting the drop in corporate profits resulting from the
COVID-19 economic weakness at the end of the fiscal year and the effects of the payment deferral measures. Declines in corporate
earnings were in a number of sectors including manufacturing, transport and hospitality, accommodation and the entertainment
sector.

— Non-resident income tax revenues are paid by non-residents on Canadian-sourced income. These revenues increased by
$0.1 billion, or 1.1%.

— Other taxes and duties decreased by $3.3 billion, or 5.8%. GST revenues declined by $0.8 billion in 2020, or 2.2%, reflecting
weakness in retail sales and lower GST on imports, particularly in March as many retailers shut down operations due to the
COVID-19 pandemic. Energy taxes fell by $0.1 billion, or 2.1%, primarily due to higher aviation fuel consumption in 2019.
Customs import duties decreased by $2.0 billion, or 29.5%, largely due to the removal of retaliatory steel and aluminum tariffs.
Other excise taxes and duties were down $0.4 billion, or 5.8%, driven primarily by a decrease in tobacco excise duties.

— EI premium revenues decreased by $0.1 billion, or 0.3%, due to a decrease in the premium rate for 2020.

— Other revenues decreased by $0.8 billion, or 2.8%, largely reflecting a decrease in enterprise Crown corporation profits due to
COVID-19.

Pricing carbon pollution and delivering Climate Action Incentive payments

The federal carbon pollution pricing system is composed of a regulatory charge on fossil fuels (“fuel charge”) and an output-based
pricing system. The federal fuel charge began applying in Ontario, New Brunswick, Saskatchewan, and Manitoba, effective April 1,
2019; in Nunavut and Yukon, effective July 1, 2019; and in Alberta, effective January 1, 2020. Of note, the federal fuel charge no
longer applies in New Brunswick, effective April 1, 2020, as the province implemented a tax on carbon emitting products that meets
the federal benchmark stringency requirements. All direct proceeds from the federal fuel charge are returned to the jurisdiction of
origin. Fuel charge proceeds totalled $2.7 billion in 2020. During 2020, in Ontario, New Brunswick, Manitoba, Alberta and
Saskatchewan, the bulk of proceeds were returned through Climate Action Incentive payments. Eligible individuals residing in these
provinces were able to claim the payments through their personal income tax returns. In Nunavut and Yukon, the proceeds were
returned directly to the governments of those jurisdictions. Fuel charge proceeds returned totalled $2.6 billion in 2020.
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The revenue ratio—revenues as a percentage of GDP—compares the total of all federal revenues to the size of the economy. This ratio is
influenced by changes in statutory tax rates and by economic developments. The ratio stood at 14.5% in 2020 (down from 14.9% in 2019).
This decrease primarily reflects a year-over-year decline in other taxes and duties, particularly in customs import duty revenues due to the
removal of retaliatory steel and aluminum tariffs, and a year-over-year decline in other revenues driven by lower enterprise Crown
corporation profits due to COVID-19.

Revenue ratio

(revenues as a percentage of GDP)

18

17

16

15

14

13

12

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Expenses

Federal expenses can be broken down into four main categories: transfer payments, which account for roughly two-thirds of all federal
spending, net actuarial losses, other expenses and public debt charges.

Transfer payments are classified under four categories:

— Major transfers to persons, which made up 28.7% of total expenses (up from 27.8% in 2019). This category consists of elderly,
El, and children’s benefits, and the new Canada Emergency Response Benefit.

— Major transfers to other levels of government—which include the Canada Health Transfer, the Canada Social Transfer, the home
care and mental health transfers, fiscal arrangements (Equalization, transfers to the territories, a number of smaller transfer
programs and the Quebec Abatement), Gas Tax Fund transfers, and transfers under the new Hibernia Dividend Backed Annuity
Agreement—made up 21.2% of total expenses in 2020 (down from 21.9% in 2019).

— Fuel charge proceeds returned, consisting of payments under the new federal carbon pollution pricing system, made up 0.7% of
expenses.

— Other transfer payments, which include transfers to Indigenous peoples, assistance to farmers, students and businesses, support
for research and development, and international assistance, made up 14.6% of expenses (down from 14.9% in 2019).

Net actuarial losses made up 2.8% of total expenses in 2020, up from 2.4% in 2019.

Other expenses, which represent the operating expenses of the government’s 134 departments, agencies, and consolidated Crown
corporations and other entities, accounted for 25.5% of total expenses in 2020 (down from 26.0% in 2019).

Public debt charges made up the remaining 6.5% of total expenses in 2020 (down from 6.7% in 2019).
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Composition of expenses for 2020

Public debt charges

Other expenses 6.5%
25.5%
Major transfers
to persons
. 28.7%
Net actuarial losses
2.8%
Other transfer
payments
14.6%
Major transfers to other
Fuel charge levels of government
proceeds returned 21.2%
0.7%

Numbers may not add to 100% due to rounding.

Expenses compared to 2019

Total expenses amounted to $373.5 billion in 2020, up $27.3 billion, or 7.9%, from 2019. The following table compares total expenses
for 2020 to 2019.

Expenses
(in millions of dollars)
Change
2020 2019 $ %
Transfer payments
Major transfers to persons
Elderly benefits 56,227 53,366 2,861 5.4
Employment insurance.. 21,750 18,888 2,862 15.2
Children's benefits ..... 24,344 23,882 462 1.9
Canada emergency response benefit .. 4,739 - 4,739 n/a
TOTAL e 107,060 96,136 10,924 11.4
Major transfers to other levels of government
Federal transfer support for health and other social programs .. 55,457 52,729 2,728 5.2
Fiscal arrangements and other transfers 23,718 23,196 522 2.3
TIOTALL .ttt 79,175 75,925 3,250 4.3
Fuel charge proceeds retUrNEM .............cuiiiiiiiiiiiie 2,636 664 1,972 297.0
Other transfer PAYMENTS .......c.ciiiiiiiiiiiiiiiiiieieieie et 54,405 51,753 2,652 5.1
Total transfer PAYMENTS ........covoiiiiiei ettt 243,276 224,478 18,798 8.4
Other expenses, excluding net actuarial losses® 95,191 90,077 5,114 5.7
Total program expenses, excluding net actuarial losses* 338,467 314,555 23,912 7.6
Public debt charges 24,447 23,266 1,181 5.1
Total expenses, excluding net actuarial 10SSES™............coveveiviveieeieiiiieseseeiese e 362,914 337,821 25,093 7.4
NEL ACLUATTAI TOSSESY ..o enns 10,609 8,361 2,248 26.9
TOLAI EXPEINSES ...ttt et bbbttt 373,523 346,182 27,341 7.9

1 Comparative figures have been reclassified to conform to the current year's presentation.
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— Major transfers to persons increased by $10.9 billion in 2020, reflecting increases across all major categories, as well as the new
Canada Emergency Response Benefit (CERB), an income support program introduced under Canada’s COVID-19 Economic
Response Plan. Elderly benefits increased by $2.9 billion, or 5.4%, reflecting growth in the elderly population and changes in
consumer prices, to which benefits are fully indexed. El benefits, which include $1.8 billion in CERB benefits to individuals
eligible for El in 2020, increased by $2.9 billion, or 15.2%, as individuals qualified for increased benefits, and COVID-19
weakened labour market conditions near year-end. Children’s benefits increased by $0.5 billion, or 1.9%, reflecting the indexation
of the Canada Child Benefit. CERB payments to those individuals not eligible for El totalled $4.7 billion, bringing total transfers
under the CERB to $6.5 billion.

— Major transfers to other levels of government increased by $3.3 billion in 2020, primarily reflecting $3.3 billion in legislated
growth in the Canada Health Transfer, the Canada Social Transfer, Equalization transfers and transfers to the territories;
$2.4 billion in transfers under the new Hibernia Dividend Backed Annuity Agreement reached on April 1, 2019 between Canada
and Newfoundland and Labrador; and, $0.5 billion in transfers to provinces and territories for public health preparedness, critical
health care system needs and to support mitigation efforts associated with COVID-19. These increases were offset in part by a
decrease in Gas Tax Fund transfers, reflecting a one-time, $2.2-billion increase in Gas Tax Fund transfers in the prior year, and a
$0.8-hillion increase in recoveries under the Quebec Abatement.

— Other transfer payments increased by $2.7 billion, or 5.1%, in 2020, reflecting increases across a number of departments and
agencies, such as growth in transfers paid through the tax system, including the Canada workers benefit, reflecting enhancements
announced in Budget 2018; compensation for supply-managed dairy producers as a result of market access commitments made
under recent international trade agreements; transfers under the new Interim Housing Assistance Program to address extraordinary
interim housing pressures resulting from increased volumes of asylum claimants entering Canada; and, increased provisions for
loan guarantees, reflecting the economic outlook at March 31, 2020.

— Fuel charge proceeds returned increased by $2.0 billion, or 297.0%, largely reflecting the accounting treatment of Climate Action
Incentive payments, which requires some of the costs to be borne in the fiscal year prior to the fuel charge being collected because
they are delivered through the personal income tax system through returns for the previous tax year. A portion of personal income
tax returns are filed and assessed before the end of the fiscal year. As a result, fuel charge proceeds returned in 2020 reflect a
portion of the Climate Action Incentive payments that were made in respect of fuel charge proceeds generated in 2020 and returned
through 2018 tax returns, and a portion of the payments made in respect of proceeds to be generated in 2021 and returned through
2019 tax returns.

— Other expenses of departments, agencies, and consolidated Crown corporations and other entities, excluding net actuarial losses,
increased by $5.1 billion, or 5.7%, in large part due to an increase in personnel costs and increased provisions for bad debts.

— Public debt charges increased by $1.2 billion, or 5.1%, reflecting higher Consumer Price Index adjustments on Real Return Bonds,
an increase in the stock of Government of Canada treasury bills, and higher costs associated with marketable bonds.

— Netactuarial losses, which represent changes in the measurement of the government’s obligations for pensions and other employee
future benefits accrued in previous fiscal years, increased $2.2 billion, or 26.9%, due in large part to declines in year-end interest
rates and increased costs associated with the utilization of disability and other future benefits provided to veterans.

Hibernia Dividend Backed Annuity Agreement

The government and the province of Newfoundland and Labrador entered into the Hibernia Dividend Backed Annuity Agreement
(HDBA) effective April 1, 2019. Under the HDBA, the Government of Canada is obligated to make stated annual payments between
2019 and 2056 to Newfoundland and Labrador totalling $3.3 billion. The total payments of $3.3 billion include the provincial income
and capital taxes (provincial taxes) in respect of those years payable by Canada Hibernia Holding Corporation (CHHC) to
Newfoundland and Labrador. The government indirectly owns all of the issued and outstanding shares of CHHC through the Canada
Development Investment Corporation, a wholly owned federal Crown corporation.

The province of Newfoundland and Labrador is obligated under the HDBA to pay the Government of Canada eight fixed annual
payments of $100 million each, starting in 2045 and ending in 2052.

Scheduled payments to the province of Newfoundland and Labrador are made through a Specified Purpose Account, established
pursuant to subsection 21(1) of the Financial Administration Act.

The government has recorded a transfer payment expense of $2.4 billion and other revenue of $0.4 billion in 2020, representing the
present value of its liability to and receivable from the province, respectively, under the agreement.
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There has been a large shift in the composition of total expenses since the mid-1990s. Public debt charges were the largest component for
most of the 1990s, given the large and increasing stock of interest-bearing debt and high average effective interest rates on that stock of

debt. Since reaching a high of nearly 30% of total expenses in 1997, the share of public debt charges in total expenses has fallen by more

than three-quarters.

The interest ratio (public debt charges as a percentage of revenues) shows the proportion of every dollar of revenue that is needed to pay

interest and is therefore not available to pay for program initiatives. The lower the ratio, the more flexibility the government has to address

the key priorities of Canadians. The interest ratio has been decreasing in recent years, falling from a peak of 37.6% in 1991 to 7.3% in
2020. This means that, in 2020, the government spent approximately 7 cents of every revenue dollar on interest on public debt.

Interest ratio

(public debt charges as a percentage of revenues)
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Comparison of actual results to budget projections

Comparison to July 2020 Snapshot

The $39.4-billion deficit recorded in 2020 was $5.0 billion higher than the $34.4-billion deficit projected in the July 2020 Snapshot.

— Overall, revenues were $7.3 billion lower than forecast due to lower-than-expected tax and non-tax revenues.

— Program expenses, excluding net actuarial losses, were $2.0 billion lower than expected.
— Public debt charges were $0.1 billion lower than forecast.

— Net actuarial losses were $0.2 billion lower than projected.

Comparison of 2020 outcomes to July 2020 Snapshot
(in millions of dollars)

Projection® Actual Difference
REVENMUES ...t b bbbt 341,400 334,131 (7,269)
Expenses
Program expenses, excluding Net aCtUANIAl I0SSES ............ccuiiiiiiiiiiiit s 340,516 338,467 (2,049)
PUDTIC GEDE CRAIGES. ...ttt bbbtk h bbbt b ekttt e nbenea 24,501 24,447 (54)
Total expenses, eXCluding NEt ACTUAITAL IOSSES ............c.iuiuiiiiiiiiiiiiiieieiei ettt 365,017 362,914 (2,103)
Annual deficit Defore NEt ACtUAITAI TOSSES ........c.vviiiiiieiiiieeie ettt (23,617) (28,783) (5,166)
INEE ACTUBTTAT IOSSES ...ttt (10,760) (10,609) 151
ANNUAE GEFICIE .....ovooeveeee oo e es e en s s e ene e (34,377) (39,392) (5,015)

1
financial statements, with no overall impact on the projected 2020 annual deficit.
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Comparison to March 2019 budget plan

The 2020 budgetary deficit of $39.4 billion was $22.5 billion higher than the $16.8-billion deficit projected for 2020 in the March 2019
Budget.

Revenues were $4.6 billion, or 1.4%, lower than forecast in the March 2019 Budget, driven by weaker-than-expected growth in GST
revenue and customs import duties.

Total expenses, excluding net actuarial losses, were $14.2 billion, or 4.1%, higher than projected in the March 2019 Budget, with program
expenses $15.9 billion higher than forecast and public debt charges $1.8 billion lower than forecast.

— Major transfers to persons were $6.6 billion higher than forecast, a result of measures announced in the COVID-19 Economic
Response Plan, primarily the Canada Emergency Response Benefit.

— Major transfers to other levels of government were $2.3 billion higher than projected. This is largely due to transfers under the
new Hibernia Dividend Backed Annuity Agreement that was announced in the Economic and Fiscal Update 2019.

— Direct program expenses, which are comprised of other transfer payments, other expenses excluding net actuarial losses, and fuel
charge proceeds returned, were $7.0 billion higher than projected in the March 2019 Budget. The variance from forecast is largely
attributable to higher-than-projected pension and other employee future benefit expenses, reflecting lower-than-expected interest
rates; higher-than-expected expenses related to claims and litigation; and measures announced after Budget 2019.

— Public debt charges were $1.8 billion lower than forecast in the March 2019 Budget, largely reflecting a lower-than-expected
average effective interest rate on the stock of interest-bearing debt.

Net actuarial losses were $3.7 billion higher than projected, largely reflecting higher-than-expected losses at the end of 2019 due to lower-

than-expected interest rates, as well as increased costs associated with the utilization of disability and other future benefits provided to
veterans.

Comparison of 2020 outcomes to March 2019 budget

(in millions of dollars)

Budget* Actual Difference
Revenues
Income tax revenues 226,526 227,112 586
Other taxes and duties ... 59,280 53,880 (5,400)
Employment insurance premiums. 21,967 22,219 252
Fuel charge proceeds 2,335 2,655 320
Other revenues 28,670 28,265 (405)
TOTAI FEVEIMUES ...ttt h bbb bbb bbb bbb bbb bbb bbb bbbt 338,778 334,131 (4,647)
Expenses
Program expenses
M@JOT tTANSTEIS 1O PEISONS ...ttt 100,435 107,060 6,625
Major transfers to other levels 0f GOVEIMMENT ... e 76,886 79,175 2,289
Direct program expenses
Fuel Charge ProCeEAS FELUMEM ...........cueuiriiueiiiieteiit ettt ettt en et 2,640 2,636 4)
Other transfer payments 52,798 54,405 1,607
Other expenses, excluding net actuarial losses .... 89,774 95,191 5,417
Total program expenses, excluding net actuarial losses.... 322,533 338,467 15,934
Public debt charges 26,212 24,447 (1,765)
Total expenses, eXcluding NEt ACTUATIAT TOSSES ........c.civruiiiirieiiieieieiet ettt 348,745 362,914 14,169
Annual deficit Defore NEt ACtUAITAI TOSSES ........c.coviuiiiieiiiieeie ettt ettt (9,967) (28,783) (18,816)
Net actuarial losses (6,882) (10,609) (3,727)
Annual deficit (16,849) (39,392) (22,543)

1 To enhance comparability with actual 2020 results, certain Budget 2019 amounts have been reclassified to conform to the current year’s presentation in the consolidated

financial statements, with no overall impact on the budgeted 2020 annual deficit.
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Accumulated deficit

The accumulated deficit is the difference between the government’s total liabilities and total assets. The annual change in the accumulated
deficit is equal to the annual budgetary balance plus other comprehensive income or loss. Other comprehensive income or loss represents
certain unrealized gains and losses on financial instruments and certain actuarial gains and losses related to pensions and other employee
future benefits reported by enterprise Crown corporations and other government business enterprises. Based on Canadian public sector
accounting standards, other comprehensive income or loss is not included in the government’s annual budgetary balance, but is instead
recorded directly to the government’s Consolidated Statement of Accumulated Deficit and Consolidated Statement of Change in
Net Debt.

Accumulated deficit

(in millions of dollars)

2020 2019 Difference
Accumulated deficit at BeginniNg OF YEAT ..ot (685,450) (671,254) (14,196)
ANNUAL ETICHE ...oovvooeeeoeeeeee e esss s ee s s et eee e ees s e e s s s ensss e s eesssensseenssnnseeneeon (39,392) (13,964) (25,428)
Other cOmprehensive INCOME (I0SS) ..........viiiiiiiiiiii ettt 3,482 (232) 3,714
Accumulated defiCit at NG OF YEAT .......c.iiiiiiiiiiiieiii bbb (721,360) (685,450) (35,910)

The accumulated deficit increased by $35.9 billion in 2020, reflecting the $39.4-billion budgetary deficit, offset in part by $3.5 billion in
other comprehensive income.

The accumulated deficit was 31.3% of GDP at March 31, 2020, compared to a post-World War |1 peak of 66.6% at March 31, 1996.

Accumulated deficit
(as a percentage of GDP)
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Measures of government debt

The consolidated financial statements of the Government of Canada are presented on an accrual basis of accounting. On this basis, there
are several generally accepted definitions of government debt.

Total liabilities of the government consist of unmatured debt, or debt issued on the credit markets, pension and other future benefit
liabilities, other interest-bearing liabilities, and accounts payable and accrued liabilities.

Net debt represents the total liabilities of the government less its financial assets. Financial assets include cash and cash equivalents,
accounts receivable, foreign exchange accounts, loans, investments and advances, and public sector pension assets.

The accumulated deficit is equal to total liabilities less total assets—both financial and non-financial. Non-financial assets include tangible
capital assets, such as land and buildings, inventories, and prepaid expenses and other. The accumulated deficit is the federal government’s
main measure of debt.

Unmatured debt

Market debt $765.2 billion
(marketable bonds,
treasury bills, retail debt
and foreign currency debt)

Market debt value Pension and other Accounts payable and
adjustments and non- liabilities accrued liabilities
market debt $18.6 billion $301.0 billion $163.8 billion

\ 4

Total liabilities
$1,248.6 billion

A 4

Less financial assets
$435.7 billion

\ 4

Net debt
$812.9 billion

v

Less non-financial assets
$91.5 billion

\ 4

Accumulated deficit
$721.4 billion

Section 1—Financial statements discussion and analysis | 23



Public Accounts of Canada 2019-2020

The government’s total liabilities include interest-bearing debt and accounts payable and accrued liabilities. Total assets include both
financial and non-financial assets, the latter consisting primarily of tangible capital assets. The following sections provide more details on
each of these components.

Statement of financial position

(in millions of dollars)

2020 2019 Difference
Liabilities
Accounts payable and acCrued HaDITITIES ............oouiiiiiiiie s 163,833 159,707 4,126
Interest-bearing debt
Unmatured debt 783,751 736,915 46,836
Pensions and other future benefits... 294,974 282,644 12,330
Other liabilities 6,051 5,905 146
1,084,776 1,025,464 59,312
1,248,609 1,185,171 63,438
Financial assets
Cash and accounts receivable ... 173,715 177,041 (3,326)
Foreign exchange accounts 104,903 99,688 5,215
Loans, investments and advances .... 152,502 133,912 18,590
Public sector pension assets 4,598 2,406 2,192
TOtAl FINANCIAL BSSELS ......vvvttiietee ittt 435,718 413,047 22,671
Net debt (812,891) (772,124) (40,767)
Non-financial assets 91,531 86,674 4,857
Accumulated deficit (721,360) (685,450) (35,910)
Accounts payable and accrued liabilities
The following chart shows accounts payable and accrued liabilities by category for 2020.
Accounts payable and accrued liabilities by category for 2020
Amounts payable Deferred revenues
related to tax 6.4%
36.7% .
Environmental
liabilities and asset
retirement obligations
8.9%
Interest and
matured debt
2.7%
Provision for
contingent
liabilities
Other accounts payable 15.2%
R yad)
and accrued liabilities
29.9%

Numbers may not add to 100% due to rounding.
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The government’s accounts payable and accrued liabilities consist of amounts payable related to tax based on assessments and estimates
of refunds owing for tax assessments not completed by year-end; provisions for contingent liabilities, including guarantees provided by
the government and claims and pending and threatened litigation; environmental liabilities and asset retirement obligations, which include
estimated costs related to the remediation of contaminated sites and the future restoration of certain tangible capital assets; deferred
revenue; interest and matured debt, as well as accrued interest at year-end; and other accounts payable and accrued liabilities. Other
accounts payable and accrued liabilities include items such as accrued salaries and benefits; amounts payable to provinces, territories and
Indigenous governments for taxes collected and administered on their behalf in accordance with tax collection agreements; and amounts
owing at year-end pursuant to contractual arrangements or for work performed or goods received.

At March 31, 2020, accounts payable and accrued liabilities totalled $163.8 billion, up $4.1 billion from March 31, 2019. This increase
reflects growth in other accounts payable and accrued liabilities, deferred revenue, and environmental liabilities and asset retirement
obligations, offset in part by decreases in amounts payable related to tax, provisions for contingent liabilities, and interest and matured
debt.

— Amounts payable related to tax decreased by $5.0 billion in 2020, from $65.2 billion at March 31, 2019, to $60.2 billion at
March 31, 2020. This decrease largely reflects lower assessed refunds owing at the end of the fiscal year due to extended filing
deadlines under the government’s Economic Response Plan, as well as year-over-year differences in the timing of refunds.

— Provisions for contingent liabilities decreased by $1.5 billion, largely reflecting the settlement of various claims and pending and
threatened litigation.

— Environmental liabilities and asset retirement obligations increased by $1.5 billion in 2020, reflecting revisions to previously
estimated provisions, net of remediation activities undertaken in 2020.

— Deferred revenue increased by $3.0 billion in 2020, primarily reflecting proceeds from the auction of spectrum licences in the
600 MHz Band, which concluded on April 4, 2019.

— Liabilities for interest and matured debt decreased by $0.2 billion from the prior year.

— Other accounts payable and accrued liabilities increased by $6.4 billion in 2020. Within this component, accounts payable
increased by $9.1 billion, due largely to the accrual of CERB benefits payable to individuals for the period of March 15 to
March 31, 2020, the recording of a $2.3-billion liability to Newfoundland and Labrador under the new Hibernia Dividend Backed
Annuity Agreement, as well as increased accrued liabilities for settled claims. These increases were offset in part by the payment
in 2020 of a one-time $2.2-billion top-up to the Gas Tax Fund and $1.0 billion in funding for the Green Municipal Fund,
announced in Budget 2019 and accrued at the end of 2019. Accrued salaries and benefits increased by $2.1 billion. Liabilities
under tax collection agreements decreased by $4.7 billion, largely reflecting timing differences in payments to provinces and
territories, while miscellaneous paylist deductions decreased by $0.1 billion. Notes payable to international organizations and
other accounts payable decreased by $46 million and $30 million, respectively.
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Accounts payable and accrued liabilities
(in billions of dollars)
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Interest-bearing debt

Interest-bearing debt includes unmatured debt, or debt issued on the credit markets, pension and other future benefit liabilities, and other
liabilities.
— Unmatured debt, which includes fixed-coupon marketable bonds, Real Return Bonds, treasury bills, retail debt (Canada Savings

Bonds and Canada Premium Bonds), foreign-currency-denominated debt, and obligations related to capital leases and public-
private partnerships, amounted to 72.3% of interest-bearing debt at March 31, 2020.

— Pension and other future benefit liabilities include obligations for: federal public sector pensions sponsored by the government;
disability and associated benefits available to war veterans, current and retired members of the Canadian Forces and the Royal
Canadian Mounted Police, their survivors and dependants; health care and dental benefits available to retired employees and their
dependants; accumulated sick leave entitlements; severance benefits; workers’ compensation benefits; and other future benefits
sponsored by some consolidated Crown corporations and other entities. Liabilities for public sector pensions made up 15.5% of
interest-bearing debt and other employee and veteran future benefits accounted for an additional 11.7% of interest-bearing debt.

— The remaining 0.6% of interest-bearing debt represents other interest-bearing liabilities of the government, which include deposit
and trust accounts and other specified purpose accounts.

The share of total interest-bearing debt represented by unmatured debt had been declining since the mid-1990s, as the government was
able to retire some of this debt. This trend reversed in 2009 due to the increase in financial requirements stemming from the recession and
stimulus measures introduced to mitigate its impacts, as well as an increase in borrowings under the consolidated borrowing framework
introduced in 2008. Under the consolidated borrowing framework, the government finances all of the borrowing needs of Canada
Mortgage and Housing Corporation, the Business Development Bank of Canada and Farm Credit Canada through direct lending in order
to reduce overall borrowing costs and improve the liquidity of the government securities market.
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Interest-bearing debt by category for 2020

Other employee and

veteran future benefits Other liabilities
11.7% 0.6%
Public sector pensions
15.5%
Other
unmatured
debt
3.2%
Marketable
bonds
denominated
Treasury bills in CAD
14.0% 55.0%

Numbers may not add to 100% due to rounding.

At March 31, 2020, interest-bearing debt totalled $1,084.8 billion, up $59.3 billion from March 31, 2019. Within interest-bearing debt,
unmatured debt increased by $46.8 billion, liabilities for pensions decreased by $0.2 billion, liabilities for other employee and veteran
future benefits increased by $12.5 billion, and other liabilities increased by $0.1 billion.

The $46.8-billion increase in unmatured debt is largely attributable to a $44.1-billion increase in market debt, reflecting increased
borrowings to meet the financial needs of the government, as well as a $3.3-billion increase in liabilities from cross-currency swap
revaluations.

The Bank of Canada and the Department of Finance Canada manage the government’s unmatured debt and associated risks. The
fundamental objective of the debt management strategy is to provide stable, low-cost funding to meet the government’s financial
obligations and liquidity needs. Details on the government’s debt management objectives, strategy, and borrowing plans are tabled
annually in Parliament through the Department of Finance Canada’s Debt Management Strategy.

Foreign holdings of the government’s unmatured debt are estimated at $216.9 billion at March 31, 2020, representing approximately
27.7% of the government’s total unmatured debt.

Foreign holdings of Government of Canada unmatured debt
(as a percentage of unmatured debt)
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The government’s liabilities for pensions and other future benefits stood at $295.0 billion at March 31, 2020, up $12.3 billion from the
prior year. These liabilities represent the estimated present value of pensions and other future benefits earned to March 31, 2020, by current
and former employees, as measured annually on an actuarial basis, net of the value of assets set aside for funding purposes. Liabilities for
pensions and other future benefits do not include benefits payable under the Canada Pension Plan (CPP). The CPP is not consolidated in
the government’s financial statements because changes to the CPP require the agreement of two-thirds of participating provinces and it is
therefore not controlled by the government. Further information regarding the CPP can be found in Section 6 of this volume.

Accounting for pensions and other employee and veteran future benefits

The government’s $295.0-billion liability for pensions and other employee and veteran future benefits results from its promise to
provide certain benefits to employees during or after employment, or in retirement, in return for their service.

For benefits that accumulate over time as employees work, such as pensions, an annual expense and liability are recorded for the
estimated cost of benefits earned by employees during the year. The government uses an actuarial cost method (the projected accrued
benefit method prorated on service) to estimate this expense and liability. Under this method, the government estimates the total
expected future benefit payments for current employees. This total is then prorated over employees’ period of employment. This
means that an equal portion of the estimate is expensed as current service cost in each year of an employee’s service, on a present
value basis. Several actuarial assumptions are used in calculating current service cost, including future inflation, interest rates, return
on pension investments, general wage increases, workforce composition, retirement rates and mortality rates.

For post-employment benefits or compensated absences that do not vest or accumulate, a liability and expense for the expected cost
of providing future benefits is recognized immediately in the period when the obligating event occurs. For example, benefits provided
to employees in the event of an accident or injury would be recorded when the accident or injury occurs.

Since April 1, 2000, amounts equal to contributions less benefit payments and other charges related to the public service, Canadian
Forces—Regular Force and Royal Canadian Mounted Police pension plans, and since 2007 for the Canadian Forces—Reserve Force
pension plan, that fall within the Income Tax Act limits are transferred to the Public Sector Pension Investment Board (PSPIB) for
investment. Pension assets held by the PSPIB are valued at a market-related value. The government’s accrued benefit obligations for
pensions and other employee and veteran future benefits are presented net of pension assets, as well as unrecognized net actuarial
gains and losses (discussed below) and amounts related to the plans of some consolidated Crown corporations and other entities, in
arriving at the liability for pensions and other future benefits shown on the Consolidated Statement of Financial Position.

Since the government’s obligations for pensions and other future benefits are recorded on a present value basis, interest expense is
recorded each year and added to the obligations to reflect the passage of time, as these liabilities are one year closer to settlement.
Interest expense is recorded net of the expected return on investments for funded pension benefits, and reported as part of public debt
charges. Current service cost is recorded as part of other expenses excluding net actuarial losses on the Consolidated Statement of
Operations and Accumulated Deficit.

When an employee ceases employment with the government, the government stops recording current service cost in respect of that
employee. Benefits subsequently provided to the employee are recorded as reductions in the government’s benefit obligation.

The government’s obligations for pensions and other future benefits are re-estimated on an annual basis to reflect actual experience
and updated actuarial assumptions. Increases or decreases in the estimated value of the obligations are referred to as actuarial losses
and gains. Under Canadian public sector accounting standards, actuarial gains and losses are not recognized in the government’s
liabilities immediately due to their tentative nature and because further adjustments may be required in the future. Instead, these
amounts are amortized to expense and to the government’s liabilities over the expected average remaining service life of employees,
which represents periods ranging from 5 to 23 years according to the plan in question, or the average remaining life expectancy of
benefit recipients under wartime veteran plans, which represents periods ranging from 6 to 7 years.

For plan amendments, curtailments and settlements that affect accrued benefit obligations for services already rendered by employees,
the change in the government’s obligations is reflected in the period of the amendment, curtailment or settlement and recorded as part
of other expenses excluding net actuarial losses.

28 | Section 1—Financial statements discussion and analysis



Public Accounts of Canada 2019-2020

The following table illustrates the change in the government’s liabilities for pensions and other future benefits, net of public sector pension
assets, in 2020.

Net pensions and other future benefit liabilities
(in millions of dollars)

Other future
Pensions benefits Total

Net future benefit liabilities at beginning of YEaT ...........cccoviiiiiii 166,376 113,862 280,238
Add:

Benefits earned during the year 7,687 8,334 16,021

Interest on accrued benefit obligations, net of the expected return on investments ... 2,684 3,395 6,079

Net actuarial losses recognized during the year 3,973 6,636 10,609

Valuation allowance 17 - 17

14,361 18,365 32,726

Deduct:

Benefits paid during the year 12,713 5,757 18,470

Transfers to the PSPIB and funds held in external trusts® .. 3,049 - 3,049

Transfers to other plans and adMINIStrativVe EXPENSES ...........c.euiriiiuiiiiiieieietereiei et 977 92 1,069

16,739 5,849 22,588

NEE (ABCTEASE) IMCTEASE .....veeeteuieetesieteteae sttt ettt ettt b et b e bttt eb et beh e e et e bt e b e R e e ek e bt e e b e R et b e Rt b e b e s et en et eb e st et ne e ann (2,378) 12,516 10,138
Net future benefit liabilities at €N OF YEAT .........ccoiiiiiiiic bbb 163,998 126,378 290,376
Presented on the Consolidated Statement of Financial Position as:
PUbIiC SECLOr PENSION TIADIIITIES ... 168,596
Other employee and veteran future benefit liabilities ... 126,378
Total pension and other future benefit liabilities 294,974
Public sector pension assets 4,598
Net pensions and other future benefit liabilities 290,376

1 With respect to the government’s funded pension plans, amounts equal to employer and employee contributions or government and member contributions less benefits and
other payments are transferred to the PSPIB for investment. Funds related to pension and other future benefit plans of consolidated Crown corporations and other entities are
held in legally separate external trusts.

The increase in net liabilities for pensions and other future benefits in 2020 reflects the addition of $16.0 billion in future benefits earned
by employees during the year, as well as $6.1 billion in net interest charges on the liabilities. The discount rates used in the measurement
of the government-sponsored unfunded pension and benefit obligations and in calculating interest charges on the obligations are based on
the actual zero-coupon yield curve for Government of Canada bonds at fiscal year-end. The discount rate used to value the government’s
obligations for funded pension benefits, which relate to post-March 2000 service under its three main pension plans—the public service,
Canadian Forces—Regular Force, and Royal Canadian Mounted Police pension plans—as well as benefits under the Canadian Forces—
Reserve Force pension plan is based on the streamed expected rates of return on invested funds.

The government’s liabilities for pensions and other future benefits increased by an additional $10.6 billion in 2020 due to the amortization
of actuarial gains and losses. As of March 31, 2020, the government had net unamortized losses of $143.6 billion. These losses will be
amortized over time and recorded as part of net actuarial losses and as an increase in the government’s liabilities.

The government also recorded a $17 million increase in liabilities for pensions to reflect the impact of a valuation allowance during the
year.

These increases were offset in part by reductions in the liabilities for benefits paid during the year ($18.5 billion) and for net transfers to
the PSPIB and funds held in external trusts for investment ($3.0 billion).

Further details on the federal public sector pensions and other employee and veteran future benefits are contained in Section 6 of this
volume.
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Interest-bearing debt stood at 47.1% of GDP in 2020, up from 46.1% in 2019. This ratio is down 27 percentage points from its high of
74.1% in 1996.
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The average effective interest rate on the government’s interest-bearing debt in 2020 was 2.3%, unchanged from 2019. The average
effective interest rate on unmatured debt in 2020 was 2.4%, while the average effective interest rate on pension and other liabilities
was 2.2%.

Average effective interest rate on interest-bearing debt
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Financial assets

Financial assets include cash on deposit with the Bank of Canada, chartered banks and other financial institutions, accounts receivable,
foreign exchange accounts, loans, investments and advances, and public sector pension assets. The government’s foreign exchange
accounts include foreign currency deposits, investments in marketable securities, and subscriptions and loans to the IMF. Proceeds of the
government’s foreign currency borrowings are held in the Exchange Fund Account to provide foreign currency liquidity and provide funds
needed to promote orderly conditions for the Canadian dollar in foreign exchange markets. Further details on the management of
international reserves are available in the annual Report on the Management of Canada’s Official International Reserves. The
government’s loans, investments and advances include its investments in and loans to enterprise Crown corporations, loans to national
governments mainly for financial assistance and development of export trade, and loans under the Canada Student Loans Program.

Financial assets by category for 2020

Loans, investments
and advances
35.0%

Public sector
pension assets
1.1%

Cash and cash

equivalents
8.5%
Foreign
exchange
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24.1%

Taxes receivable
27.8%
Other accounts
receivable
3.5%

Numbers may not add to 100% due to rounding.

At March 31, 2020, financial assets amounted to $435.7 billion, up $22.7 billion from March 31, 2019. The increase in financial assets
reflects increases in foreign exchange accounts, loans, investments and advances and public sector pension assets, offset in part by a
decrease in cash and accounts receivable.

At March 31, 2020, cash and accounts receivable totalled $173.7 billion, down $3.3 billion from March 31, 2019. Within this component,
cash and cash equivalents decreased by $0.4 billion. The balance of cash and cash equivalents includes $20 billion that has been designated
as a deposit held with respect to prudential liquidity management. Taxes receivable decreased by $6.5 billion during 2020 to $121.1
billion, largely stemming from the COVID-19 pandemic and deferrals of tax filing deadlines announced as part of the government’s relief
measures. Other accounts receivable increased by $3.5 billion, largely due to a $2.8-billion increase in cash collateral under International
Swaps and Derivatives Association agreements in respect of outstanding cross-currency swap agreements and a $0.5-billion increase in
dividends receivable from the Bank of Canada at year-end.

Loans, investments and advances in enterprise Crown corporations and other government business enterprises increased by $16.9 billion
in 2020. Capital investments in enterprise Crown corporations and other government business enterprises increased by $1.8 billion, largely
reflecting support for COVID-19 liquidity and capital relief measures for businesses under the Business Credit Availability Program
administered by the Business Development Bank of Canada, as well as support for additional lending capacity under Farm Credit Canada.
Investments in enterprise Crown corporations and other government business enterprises grew by an additional $3.8 billion, primarily
reflecting $3.6 billion in net profits and $3.5 billion in other comprehensive income recorded by these entities during 2020, offset in part
by $3.6 billion in dividends paid to the government. Net loans and advances were up $11.9 billion, primarily reflecting a $10.5-billion
increase in loans to Crown corporations under the consolidated borrowing framework, and $1.5 billion in financing to the Canada
Development Investment Corporation (CDEV) from the Canada Account to finance construction activities for the Trans Mountain
expansion project.
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Other loans, investments and advances increased by $1.7 billion, from $25.7 billion to $27.4 billion, largely reflecting an increase in loans
and unconditionally repayable contributions to industry, as well as growth in the Canada Student Loans portfolio, reflecting in part
measures announced in Budget 2016, which increased the number of students participating in the program as well as the number of
students eligible to receive the maximum loan amounts.

Public sector pension assets increased by $2.2 billion, largely reflecting an increase in the net assets under the Public Service Pension
Fund.

Foreign exchange accounts increased by $5.2 billion in 2020, totalling $104.9 billion at March 31, 2020, due mainly to foreign exchange
gains on the translation of the net assets denominated in foreign currencies to Canadian dollar equivalents as at March 31, 2020.

Since the accumulated deficit reached its post-World War 11 peak of 66.6% of GDP at March 31, 1996, financial assets have increased by
$343.1 billion, mainly reflecting higher levels of cash and cash equivalents and accounts receivable (up $121.1 billion), an increase in the
foreign exchange accounts (up $85.8 billion), and an increase in loans, investments and advances (up $131.5 billion). The increase in cash
and cash equivalents and accounts receivable is largely attributable to growth in taxes receivable, broadly in line with the growth in the
applicable tax bases. The increase in the foreign exchange accounts reflects a decision by the government in the late 1990s and more
recently in the 2012 Debt Management Strategy to increase liquidity in these accounts. The increase in loans, investments and advances
is attributable to several factors including the accumulation of net profits from enterprise Crown corporations, the government taking over
the financing of the Canada Student Loans Program from the chartered banks in 2000, and the issuance of direct loans to Crown
corporations under the government’s consolidated borrowing framework implemented in 2008.
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(in billions of dollars)

450

Loans, investments and advances and public sector pension assets
400
Foreign exchange accounts

350 u Cash and accounts receivable

300
250
200
150
100

50

0

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

32 | Section 1—Financial statements discussion and analysis



Public Accounts of Canada 2019-2020

Net debt

The government’s net debt—its total liabilities less financial assets—stood at $812.9 billion at March 31, 2020. Net debt was 35.3% of
GDP, up 0.6 percentage points from a year earlier, and 36.7 percentage points below its peak of 72.0% at March 31, 1996.

This ratio measures debt relative to the ability of the country’s taxpayers to finance it. Total liabilities are reduced only by financial assets
as non-financial assets cannot normally be converted to cash to pay off the debt without disrupting government operations.
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International comparisons of net debt

Jurisdictional responsibility (between central, state and local levels of government) for government programs differs among countries. As
a result, international comparisons of government fiscal positions are undertaken on a total government, National Accounts, basis. For
Canada, total government net debt includes that of the federal, provincial/territorial and local governments, as well as the net assets held
in the Canada Pension Plan and Quebec Pension Plan.
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Canada has the lowest total government net debt burden among G7 countries

G7 total government net debt, 2019
(as a percentage of GDP)
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Canada’s total government net debt-to-GDP ratio stood at 25.9% in 2019, according to the IMF. This is the lowest level among
G7 countries, which the IMF estimates will record an average net debt of 88.1% of GDP in that same year.

The following table provides a reconciliation between the Government of Canada’s accumulated deficit-to-GDP ratio and Canada’s total
government net debt-to-GDP ratio. Importantly, Canada’s total government net debt-to-GDP ratio includes the net debt of the federal,
provincial, territorial and local governments, as well as the net assets held by the Canada Pension Plan and Quebec Pension Plan, while
excluding liabilities for public sector pensions and other employee future benefits.

Reconciliation of 2020 accumulated deficit-to-GDP ratio to calendar 2019 total government net debt-to-GDP ratio
(as a percentage of GDP)

(% of GDP)
ACCUMUIATEA GETICIT ...ttt s b b et h e b e h ek e s e e b o8 £ beh e £ e b e R £ e b e R e £ e b e h £ £ b e h e e e b e bt e ek e b b e b e bt e et eh et et e s et et eb e e ebenenas 31.3
Add: Non-financial assets 4.0
Net debt (Public Accounts basis) 353

Less:
Liabilities fOr PUDTIC SECTOr PENSIONS ........veuiieititiiietiietet ettt h et h et s e b st beh e b s £ e b e h £ eh e s £ e e b e R e £ e b e R e e b eh e b e b e s e e b e st b e b e st eb st et et e et ens (7.3)

Liabilities for other future benefits (5.5)
National Accounts/Public Accounts methodological differences and timing adjustments! .. (3.5)
Total federal net debt (National Accounts basis) 18.9
Add: Net debt of provincial/territorial and local governments. . 20.1
Less: Net assets of the CPP/QPP..... . (13.2)
TOtAl GOVEIMMENT NEE UBIOTZ .. ..otk s 88128888ttt 25.8

Numbers may not add due to rounding.

Source: Statistics Canada and Public Accounts of Canada

1 Includes timing differences (National Accounts data are as of December 31), differences in the universe covered by each accounting system, and differences in accounting
treatments of various transactions such as capital gains.

2 The net debt figure has been revised by Statistics Canada since the publication of the IMF's April 2020 Fiscal Monitor, which is the source for the chart “G7 total government
net debt, 2019”. Net debt has been revised from 25.9% to 25.8%.
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Non-financial assets

Non-financial assets include the net book value of the government’s tangible capital assets, which include land, buildings, works and
infrastructure such as roads and bridges, machinery and equipment, ships, aircraft and other vehicles. Non-financial assets also include
inventories and prepaid expenses and other non-financial assets.

Non-financial assets by category for 2020
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At March 31, 2020, non-financial assets stood at $91.5 billion, up $4.9 billion from a year earlier. Of this growth, $4.7 billion relates to
an increase in tangible capital assets and $0.5 billion relates to an increase in prepaid expenses, offset in part by a $0.4-billion decrease in
inventories.

At March 31, 2020, 59.4% of the original cost of the government’s depreciable tangible capital assets had been amortized, a decrease
of 1.1% from a year earlier. Depreciable tangible capital assets exclude land, and assets under construction, which are not yet available
for use.
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The federal government has entered into a number of public-private partnerships (P3s) to design, build, finance and/or operate and maintain
large infrastructure projects. Assets under construction totalled $20.1 billion at March 31, 2020, some of which are being built using P3s
in which the private sector finances the assets during construction. The government’s liability for these long-term financing arrangements
is included in obligations under public-private partnerships reported in Note 9 of the consolidated financial statements.

The government has a robust policy framework for the management of assets and acquired services. The framework sets the direction for
management of assets to ensure the conduct of activities provides value for money and demonstrates sound stewardship in program
delivery.

Cash flow

The annual surplus or deficit is presented on an accrual basis of accounting, recognizing revenue in the period it is earned and expenses
when incurred, regardless of when the associated cash is received or paid. In contrast, the government’s net cash flow measures the
difference between cash coming in to the government and cash going out.

In 2020, the government had a total cash requirement of $37.8 billion before financing activities, compared to a total cash requirement of
$9.1 billion before financing activities in 2019. Operating activities resulted in a net cash requirement of $15.3 billion in 2020, compared
to a net cash source of $4.7 billion in 2019. Cash used by capital investment activities resulted in a net cash requirement of $9.4 billion in
2020, compared to a net cash requirement of $9.5 billion in 2019. Cash used by investing activities totalled $13.1 billion in 2020, compared
to $4.3 billion in 2019.

Cash flow
(in millions of dollars)
2020 2019

Cash (used) provided by operating activities™.... (15,287) 4,688
Cash used by capital investment activities ... (9,441) (9,545)
Cash USEA DY INVESEING ACHIVITIES .........cvueviiiieiesiteiees ettt st b st s s bbb (13,052) (4,252)
Total cash used before fiNANCING ACHIVILIES..........cuiiiiiiiie ettt s et (37,780) (9,109)
Cash provided by financing activities 37,387 12,102
Net (decrease) increase in cash and Cash EQUIVAIENES ............couiiiiiiiiiiiiii e (393) 2,993
Cash and cash equivalents at DEGINNING OF YEAT ..ottt 37,635 34,642
Cash and cash equIVAIENES @t ENA OF YBAT .........cuiiiiiiiieiee bbbttt b et b et n bt en s 37,242 37,635

1 Comparative figures have been reclassified to conform to the current year’s presentations.

Financing activities generated a $37.4-billion source of cash in 2020, resulting in an overall net decrease in cash of $0.4 billion. The level
of cash and cash equivalents stood at $37.2 billion at March 31, 2020.

Contractual obligations and contractual rights

The nature of the government’s operations results in large multi-year contracts and agreements that will generate expenses, liabilities and
cash outflows in future years. Major contractual obligations of the government relate to transfer payments, capital assets and purchases,
operating leases, public-private partnership arrangements, and payments to international organizations. As of March 31, 2020, future
payments under contractual obligations totalled $179.4 billion ($162.5 billion as of March 31, 2019).

Similarly, the activities of government can also involve the negotiation of contracts or agreements with third parties that result in the
government having rights to both assets and revenues in the future. These arrangements typically relate to sales of goods and services,
leases of property, and royalties and profit-sharing arrangements. The terms of these contracts and agreements may not always allow for
a reasonable estimate of revenues in the future. For contracts and agreements that do allow for a reasonable estimate, total revenues to be
received in the future under major contractual rights are estimated at $37.2 billion at March 31, 2020 ($40.4 billion as of March 31, 2019).

Further details regarding the government’s contractual obligations and contractual rights are provided in Section 11, Contractual
obligations, contractual rights and contingent liabilities, of this volume.
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Risks and uncertainties

The government’s financial results are subject to risks and uncertainties inherent in the nature of certain financial statement elements and
government operations, including:

— changes in economic conditions—particularly changes in economic growth, inflation and interest rates;

— outcomes from litigation, arbitration and negotiations with third parties, and the resolution of taxes under objection;
— identification and quantification of environmental liabilities;

— ageing tangible capital assets, including information technology infrastructure;

— costs associated with dismantling capital assets at the end of their useful lives;

— credit risk and foreign currency risk associated with the government’s financial assets, including loans, investments and advances
and foreign exchange accounts;

— demand for public services and changes in other expenses, including pension expense, that reflect actual experience that is
significantly different from forecast;

— delays and unexpected cost increases associated with large-scale investment projects; and,
— unforeseen situations such as natural catastrophes, or more currently, the COVID-19 pandemic.

In the current context, uncertainty has been magnified to unprecedented levels. With extraordinary speed and breadth, the COVID-19
pandemic has affected nearly all aspects of life, and the toll of COVID-19 on the global economy is expected to be the largest and most
sudden contraction since the Great Depression. The economic and fiscal developments, including those related to the COVID-19 crisis,
that occurred between the Economic and Fiscal Update 2019 and the Economic and Fiscal Snapshot 2020 are estimated to have lowered
the 2021 budgetary balance by $81.3 billion.

The economic recovery will depend on Canada’s ability to hold the rate of transmission of the virus down. However, many unknowns
remain surrounding the path of the virus in key Canadian trading partners, and whether or not the world experiences a resurgence of
uncontrolled transmission. Given the unique characteristics of the crisis, and the numerous unknowns surrounding the virus, many
alternative paths are possible for the economic recovery.

The government is taking significant steps to prepare for and achieve a safe and gradual restart of the economy, while investing in testing,
tracing and health system capacity to mitigate and manage a possible resurgence of the virus. However, the Canadian economy is likely
to require ongoing policy support. In the coming months, and as needed, the government will announce additional measures to support
the recovery.

The government’s financial statements typically incorporate a number of significant estimates and assumptions related to risks and
uncertainties that are used in valuing its assets, liabilities, revenues and expenses. One of the most significant areas of measurement
uncertainty relates to public sector pensions and other employee future benefits, for which payments are made many years into the future
and are dependent upon the evolution of factors such as wage increases, workforce composition, retirement rates, mortality rates, and
expected returns on pension investments. In developing its best estimates and assumptions, the government takes into consideration
historical experience, current facts and circumstances, and expected future developments. The government’s financial results are also
subject to volatility as a result of year-over-year changes in the discount rates used to value its pension and benefit obligations. Changes
in these discount rates result in unrealized gains and losses that are amortized to expenses.

Another significant area of measurement uncertainty relates to contingent liabilities. Contingent liabilities represent possible obligations
that may result in future payments when one or more events occur or fail to occur. Examples of contingent liabilities include loan
guarantees; insurance programs, including the Deposit Insurance Fund operated by the Canada Deposit Insurance Corporation and the
Mortgage Insurance Fund operated by Canada Mortgage and Housing Corporation; callable share capital in international financial
institutions; and claims and pending and threatened litigation. As of March 31, 2020, the government’s contingent liabilities totalled
roughly $2 trillion. However, the vast majority of this amount represents situations where the probability of a future payment is assessed
as unlikely or not determinable. The government records a provision for contingent liabilities only in cases where the probability of future
payment is considered likely. As of March 31, 2020, this provision totalled $24.9 billion.
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The COVID-19 pandemic has led to additional measurement uncertainty in the preparation of the government’s 2020 consolidated
financial statements. Historical experience related to certain estimates in the consolidated financial statements may not be relevant, or may
not be as reliable as before, in predicting future outcomes. This may lead to a greater possibility of a material variance between estimates
recognized or disclosed in the consolidated financial statements and the results ultimately realized. Balances subject to additional
measurement uncertainty due to the pandemic include tax revenues, provisions for accounts receivable, contingent liabilities, pensions
and other future benefits and loans, investments and advances, including those that may result from lending programs of enterprise Crown
corporations.

Looking to 2021, the COVID-19 pandemic and the Economic Response Plan are expected to result in significant changes in the
government’s revenues, expenses, assets and liabilities. The decline in economic activity will worsen the overall fiscal environment as tax
revenues decline and the relative size of the deficit increases in proportion to lower levels of output in the economy. Expenses are expected
to increase significantly, reflecting spending under various support programs, including the CERB, Canada Emergency Wage Subsidy,
and transfers to provinces and territories under the Safe Restart Agreement. Loans, investments and advances are also expected to increase,
reflecting loans advanced under the Canada Emergency Business Account program. The financial position and results of the government’s
enterprise Crown corporations will also be impacted, such as through loans and guarantees provided by the Business Development Bank
of Canada and Export Development Canada under the Business Credit Availability Program, and through various liquidity support
programs provided by the Bank of Canada. The magnitude of these impacts will depend on program uptake as well as the economic
recovery.

The Government of Canada’s debt program will increase significantly in 2021 in order to finance necessary temporary investments to
stabilize the Canadian economy amidst the extraordinary circumstances of the COVID-19 pandemic. Despite the significant increase in
borrowing, record low interest rates have made Canada’s debt significantly more affordable.

A significant proportion of extraordinary borrowings early in 2021 consisted of short-term instruments, mainly treasury bills, given the
ability to issue these instruments in volume quickly to raise needed funding. However, the government is planning to significantly increase
long-term bonds to lock in funding at historically low interest rates. The government has also been increasing bond issuances steadily to
help manage rollover risk, reduce pressure on the treasury bill sector, and ultimately rebuild contingency capacity in the event that
significant funding is needed again in short order. Given a historic level of issuance overall and particularly in long-term bonds, the
government will consult with market participants and experts to assess and review the market’s capacity for long-term debt. Adjustments
to the debt strategy may be made as warranted to maintain stability in Canada’s fixed-income markets in these evolving circumstances,
taking into account the requirements of other issuers, such as provinces, municipalities and corporations.

The government’s assumptions related to risks and uncertainties used in determining its financial results are reassessed at each fiscal year-
end and updated as necessary. Exposure to measurement uncertainty from the use of accounting and other estimates in recording certain
transactions is discussed in the notes to the consolidated financial statements. Further details with respect to the measurement of the
government’s tax revenues, provisions for accounts receivable, contingent liabilities, environmental liabilities, pensions and other future
benefits, and loans, investments and advances are included in the notes to the consolidated financial statements of the Government of
Canada. Note 18 of the consolidated financial statements provides information on instruments and strategies used by the government to
manage financial risks associated with its financial assets and liabilities.

The government manages risks to its fiscal projections due to changes in economic conditions by regularly surveying private sector
economists on their views on the outlook for the Canadian economy and by monitoring its financial results on an ongoing basis to assess
potential risks and guide its financial decisions. However, as noted in the July 2020 Economic and Fiscal Snapshot, there is a wider
divergence of views surrounding the economic outlook than during normal times and all projections should be considered with caution.

The government also typically prepares long-term economic and fiscal projections, which provide a broad analysis of its fiscal position,
allowing the government to respond more effectively to upcoming challenges and protect the long-term sustainability of public finances.
These projections are available on the Department of Finance Canada’s website.

Ten-year comparative financial information

The following tables provide a ten-year comparison of financial information based on the accounting policies explained in Note 1 to the
audited consolidated financial statements in Section 2 of this volume.
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Table 1.1
Government of Canada

Consolidated Statement of Operations and Accumulated Deficit—detailed

(in millions of dollars)

Public Accounts of Canada 2019-2020

Year ended March 3123

2011 20125 2013* 2014 2015 2016 2017 2018 2019 2020
Revenues
Tax revenues
Income tax revenues
Personal 114,661 120,537 125,728 130,811 135,743 144,897 143,680 153,619 163,881 167,576
Corporate 31,953 33,641 34,986 36,587 39,447 41,444 42,216 47,805 50,368 50,060
Non-resident 5,137 5,300 5,073 6,404 6,216 6,505 7,071 7,845 9,370 9,476
151,751 159,478 165,787 173,802 181,406 192,846 192,967 209,269 223,619 227,112
Other taxes and duties
Goods and Services taX.........cccooeeierevvnenienanes 28,379 28,370 28,821 30,998 31,349 32,952 34,368 36,751 38,221 37,386
Energy taxes 5,342 5,328 5,381 5,486 5,528 5,565 5,634 5,739 5,802 5,683
Customs import duties 3,520 3,862 3,979 4,239 4,581 5,372 5,478 5,416 6,881 4,853
Other excise taxes and duties .. 5,662 5,546 5,370 5,413 5,724 5,916 5,868 5,913 6,323 5,958
42,903 43,106 43,551 46,136 47,182 49,805 51,348 53,819 57,227 53,880
Total tax revenues 194,654 202,584 209,338 219,938 228,588 242,651 244,315 263,088 280,846 280,992
Employment insurance premiums ............cccoeeveveeeverennnns 17,501 18,556 20,395 21,766 22,564 23,070 22,125 21,140 22,295 22,219
Fuel charge proceeds - - - - - - - - - 2,655
Other revenues
Enterprise Crown corporations and
other government business enterprises .. 9,590 7,983 7,543 7,966 9,306 7,916 5,655 7,731 7,101 5,059
Net foreign exchange revenues 1,809 1,669 1,502 1,682 1,355 2,322 2,133 1,473 1,667 2,410
Other 15,701 15,890 15,632 18,660 18,092 16,649 16,640 17,784 20,309 20,796
Total other revenues 27,100 25,542 24,677 28,308 28,753 26,887 24,428 26,988 29,077 28,265
Total reVENUES ...........ccccovevriicniiiiniienae 239,255 246,682 254,410 270,012 279,905 292,608 290,868 311,216 332,218 334,131
Expenses
Program expenses
Transfer payments
Old age security benefits, guaranteed income
supplement and spouse's allowance.............. 35,629 38,045 40,255 41,786 44,103 45,461 48,162 50,644 53,366 56,227
Major transfer payments to other levels
of government
Canada Health Transfer..............ccccccooenue. 26,031 27,174 28,912 30,543 32,114 34,025 36,057 37,124 38,568 40,872
Canada Social Transfer.. 11,179 11,514 11,860 12,215 12,582 12,959 13,348 13,748 14,161 14,585
Fiscal arrangements... . 13,826 15,259 15,595 15,610 16,271 16,893 17,145 17,575 17,929 18,030
Other major transfers.............ccccoovvininnae. 1,751 2,847 2,003 2,107 2,142 1,973 2,102 2,072 5,267 5,688
52,787 56,794 58,370 60,475 63,109 65,850 68,652 70,519 75,925 79,175
Employment insurance.. 19,850 17,647 17,099 17,300 18,052 19,419 20,711 19,715 18,888 21,750
Children's benefits ... . 12,656 12,726 12,975 13,136 14,303 18,025 22,065 23,432 23,882 24,344
Canada emergency response benefit . - - - - - - - - - 4,739
Fuel charge proceeds returned . - - - - - - - - 664 2,636
Other transfer payments 43,155 37,720 34,862 36,698 35,126 34,874 41,580 47,138 51,753 54,405
Total transfer payments . 164,077 162,932 163,561 169,395 174,693 183,629 201,170 211,448 224,478 243,276
Other expenses, excluding net actuarial losses...... 74,325 75,034 74,314 64,277 73,971 79,939 77,519 86,488 90,077 95,191
Total program expenses,
excluding net actuarial losses............... 238,402 237,966 237,875 233,672 248,664 263,568 278,689 297,936 314,555 338,467
Public debt charge: 28,610 29,038 25,533 24,729 24,207 21,837 21,232 21,889 23,266 24,447
Total expenses, excluding
net actuarial losses 267,012 267,004 263,408 258,401 272,871 285,405 299,921 319,825 337,821 362,914
Annual surplus (deficit) before net actuarial losses.. (27,757) (20,322) (8,998) 11,611 7,034 7,203 (9,053) (8,609) (5,603) (28,783)
Net actuarial losses (7,196) (7,711) (12,295) (19,661) (7,584) (10,064) (9,904) (10,352) (8,361) (10,609)
Annual deficit (34,953) (28,033) (21,293) (8,050) (550) (2,861) (18,957) (18,961) (13,964) (39,392)
Accumulated deficit at
beginning of year—as previously reported.................. (519,097)  (551,668)  (591,040)  (609,391)  (611,881)  (612,330)  (615,986)  (631,899)  (671,254)  (685,450)
Accounting change and
restatement—Public sector pensions .............c.cccceeeee (5,006) (6,587) (8,341) (11,219) (14,119) (16,580) (18,454) (19,641) - -
International Financial Reporting
Standards (IFRS) transition adjustment..................... - (3,337) - - - - - - - -
Other comprehensive (loss) income.. 2,142 (2,292) 64 2,660 (2,360) (2,669) 1,857 (753) (232) 3,482
Accumulated deficit at end of year-... (556,914)  (591,917)  (620,610)  (626,000)  (628,910)  (634,440)  (651,540)  (671,254)  (685,450)  (721,360)

2018 restated figures, the restatements in the prior years have not been audited.

Certain comparative figures have been reclassified to conform to the current year’s presentation.
The figures up to 2018 have been restated in the fiscal year 2019 to reflect the change in revenue recognition criteria for consolidated Crown corporations. Other than the

the loans expected to be repaid from future appropriations done in the course of the fiscal year 2014.

done in the course of the fiscal year 2013.

The figures up to 2017 have been restated in the fiscal year 2018 to reflect the impact of the change in methodology for the determination of the discount rate for unfunded
pension benefits. Other than the 2017 restated figures, the restatements in the prior years have not been audited.
The 2013 accumulated deficit at beginning of year has been adjusted to include the restatement amount of $5,669 million and $1,795 million for the buy-back of bonds and

The 2012 accumulated deficit at beginning of year has been adjusted to include the restatement amount of $1,341 million for accumulated sick leave entitlements that was
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Public Accounts of Canada 2019-2020

Table 1.2

Government of Canada
Consolidated Statement of Financial Position—detailed

(in millions of dollars)

As at March 31%2

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Liabilities
Accounts payable and accrued liabilities
Amounts payable related to tax 48,648 50,952 54,877 52,600 56,198 53,697 55,077 61,876 65,200 60,186
Other accounts payable and accrued liabilities. 37,677 41,358 30,369 26,170 26,986 29,979 29,034 37,692 42,674 49,055

Provision for contingent liabilities
Environmental liabilities and asset retirement

12,900 12,804 12,262 11,135 11,757 12,562 16,511 23,030 26,447 24,928

obligations 7,745 8,362 10,600 11,143 12,296 13,282 12,599 12,291 13,192 14,646
Deferred revenue 4,788 4,164 3,570 4,147 8,161 9,684 9,066 8,220 7,500 10,522
Interest and matured debt .............cccocooviiiiiiiiinininns 6,733 6,379 5,955 5,585 5,240 4,922 4,663 4,690 4,694 4,496

Total accounts payable
and accrued liabilities.................... 118,491 124,019 117,633 110,780 120,638 124,126 126,950 147,799 159,707 163,833

Interest-bearing debt
Unmatured debt
Payable in Canadian currency

Marketable bonds ............ccoveiinvverininnine. 416,080 448,140 469,039 473,319 487,881 504,068 536,280 574,968 569,526 596,864
Treasury bills 162,980 163,221 180,689 152,990 135,692 138,100 136,700 110,700 134,300 151,867
Retail debt 10,141 8,922 7,481 6,327 5,660 5,076 4,533 2,586 1,237 497
Bonds for Canada Pension Plan................... 27 11

589,228 620,294 657,209 632,636 629,233 647,244 677,513 688,254 705,063 749,228

Payable in foreign currencies .. 7,628 10,715 10,802 16,030 20,267 22,482 17,609 16,049 16,011 15,941

Cross-currency swap revaluation. (5,091) (4,448) (3,419) 2,326 6,669 8,391 7,764 7,835 7,274 10,592
Unamortized discounts and premiums on

market debt (4,485) (4,295) 3,231 3,184 4,296 5,047 5,322 3,467 2,163 2,487
Obligation related to capital leases..................... 3,685 3,633 3,647 3,603 3,710 3,477 3,226 3,203 2,893 2,913
Obligation under public-private partnership . 190 453 917 1,179 1,005 1,570 2,199 2,393 3,511 2,590

Total unmatured debt
Pensions and other future benefits

591,155 626,352 672,387 658,958 665,180 688,211 713,633 721,201 736,915 783,751

Public sector pensions...............c.ceuerurininienane. 152,722 157,252 162,886 167,281 169,244 170,681 171,447 170,914 168,782 168,596
Other employee and veteran future benefits ....... 58,206 61,915 67,301 71,959 76,140 85,681 93,568 104,793 113,862 126,378

Total pensions and other future
benefits 210,928 219,167 230,187 239,240 245,384 256,362 265,015 275,707 282,644 294,974
Canada Pension Plan Account . 23 138 68 140 212 35 106 32 163 279
Other liabilities 6,292 6,795 5,978 5774 5,790 5,567 5,583 5,638 5,742 5,772
Total interest-bearing debt ................... 808,398 852,452 908,620 904,112 916,566 950,175 984,337 1,002,578 1,025,464 1,084,776
Total liabilities...........ccooeieccccciinn, 926,889 976,471 1,026,253 1,014,892 1,037,204 1,074,301 1,111,287 1,150,377 1,185,171 1,248,609

Financial assets
Cash and accounts receivable

Cash and cash equivalents...............cccccooeriiniininnne 14,323 17,143 27,341 31,429 34,999 38,570 36,500 34,642 37,635 37,242
Taxes receivable 78,626 86,006 92,115 92,489 98,499 105,848 110,514 123,035 127,561 121,098
Other accounts receivable.... 3,389 3,529 3,587 3,706 3,031 10,139 10,316 14,380 11,845 15,375

Total cash and accounts receivable

Foreign exchange accounts
International reserves held in the Exchange Fund

96,338 106,678 123,043 127,624 136,529 154,557 157,330 172,057 177,041 173,715

Account 54,041 62,141 63,381 77,365 91,961 101,379 106,668 105,430 107,200 112,017
International Monetary Fund—Subscriptions ........... 9,792 9,842 9,694 10,883 11,129 20,170 19,892 20,647 20,449 21,178
International Monetary Fund—Loans...............c....... 1,139 1,325 1,457 1,665 1,353 1,278 1,125 775 546 368

Less: International Monetary Fund—Notes payable

and special drawing rights allocations 16,465 16,311 15,773 17,651 19,425 29,288 28,888 29,914 28,507 28,660

Total foreign exchange accounts ... 48,507 56,997 58,759 72,262 85,018 93,539 98,797 96,938 99,688 104,903
Loans, investments and advances
Enterprise Crown corporations and other
government business enterprises ..............coe.e... 135,673 130,662 131,785 94,815 89,375 91,116 99,427 100,775 108,169 125,108
Other loans, investments and advances................... 22,876 22,258 23,134 22,820 24,306 24,841 24,579 25,596 25,743 27,394
Total loans, investments and advances. 158,549 152,920 154,919 117,635 113,681 115,957 124,006 126,371 133,912 152,502
Public sector pension assets.. . - - - 938 1,263 1,639 1,900 2,124 2,406 4,598
Total financial assets ... 303,394 316,595 336,721 318,459 336,491 365,692 382,033 397,490 413,047 435,718
Net Debt (623,495)  (659,876)  (689,532)  (696,433)  (700,713)  (708,609)  (729,254)  (752,887)  (772,124)  (812,891)
Non-financial assets
Tangible capital assets 57,668 59,047 60,241 61,942 63,347 65,838 69,676 73,835 78,942 83,682
Inventorie! 6,830 6,996 7,453 7,316 7,250 7,221 6,842 6,679 6,601 6,171
Prepaid expenses and other 2,083 1,916 1,228 1,175 1,206 1,110 1,196 1,119 1,131 1,678
Total non-financial assets 66,581 67,959 68,922 70,433 71,803 74,169 77,714 81,633 86,674 91,531
Accumulated deficit (556,914)  (591,917)  (620,610)  (626,000)  (628,910)  (634,440)  (651,540)  (671,254)  (685,450)  (721,360)

1 The figures up to 2018 have been restated in the fiscal year 2019 to reflect the change in revenue recognition criteria for consolidated Crown corporations. Other than the
2018 restated figures, the restatements in the prior years have not been audited.

2 The figures up to 2017 have been restated in the fiscal year 2018 to reflect the impact of the change in methodology for the determination of the discount rate for unfunded
pension benefits. Other than the 2017 restated figures, the restatements in the prior years have not been audited.

40 | Section 1—Financial statements discussion and analysis



Public Accounts of Canada 2019-2020

Table 1.3

Government of Canada

Consolidated Statement of Change in Net Debt—detailed
(in millions of dollars)

Year ended March 31%2
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Net debt at beginning of year—as

previously reported (582,472) (616,908) (650,135) (671,363) (682,314) (686,959) (693,751) (714,457) (752,887) (772,124)
Accounting changes and restatement

Accumulated sick leave entitlements .............ccocovvrciniiennnes - (1,341) (1,400) - - - - - - -
Unamortized premiums and discounts on the

buy-back of bonds - - (5,669) (5,387) - - - - - -
Loans expected to be repaid

from future appropriation: - - (1,795) (1,563) - - - - - -
Public sector pensions (5,006) (6,587) (8,341)  (11,219)  (14,119)  (16,580)  (18,454)  (19,641) - -
Change in revenue recognition criteria.. - - - - - 2,826 3,596 4,844 - -

Net debt at beginning of year—as restated....................coooo.... (587,478)  (624,836) (667,340) (689,532) (696,433) (700,713) (708,609) (729,254) (752,887) (772,124)

International Financial Reporting
Standards (IFRS) transition adjustment ............ccocccecvvieernnae - (3,337) - - - - - - - -

Change in net debt during the year

Annual deficit (34,953)  (28,033)  (21,293)  (8,050) (550)  (2.861) (18957)  (18,961)  (13,964)  (39,392)

Change due to tangible capital assets

Acquisition of tangible capital assets.. (8,061) (6,976) (7,175) (7,129) (7,204) (8,015) (8,547) (9,793) (11,134) (10,286)

Amortization of tangible capital assets ... 4,756 4,859 5,184 4,865 5,090 5,049 5,168 5,261 5,643 5,790
Proceeds from disposal of tangible capital assets.. 447 664 407 875 954 632 421 266 465 157
Net loss (gain) on disposal of tangible
capital assets, including adjustments .............covvvvveens 244 74 390 (312) (245) (157) (880) 107 (81) (401)
Total change due to tangible
capital assets (2,614) (1,379) (1,194) (1,701) (1,405) (2,491) (3,838) (4,159) (5,107) (4,740)
Change due to inventories (638) (166) (457) 137 66 29 379 163 78 430
Change due to prepaid expense: 46 167 688 53 (31) 96 (86) 7 12) (547)
Net increase in net debt
due to operations (38,159)  (29,411)  (22,256) (9,561) (1,920) (5,227)  (22,502)  (22,880)  (19,005)  (44,249)
Other comprehensive (loss) income 2,142 (2,292) 64 2,660 (2,360) (2,669) 1,857 (753) (232) 3,482
Net increase in net debt (36,017)  (31,703)  (22,192) (6,901) (4,280) (7,896)  (20,645)  (23,633)  (19,237)  (40,767)
Net debt at end of year (623,495) (659,876) (689,532) (696,433) (700,713) (708,609) (729,254) (752,887) (772,124) (812,891)

1 The figures up to 2018 have been restated in the fiscal year 2019 to reflect the change in revenue recognition criteria for consolidated Crown corporations. Other than the
2018 restated figures, the restatements in the prior years have not been audited.

2 The figures up to 2017 have been restated in the fiscal year 2018 to reflect the impact of the change in methodology for the determination of the discount rate for unfunded
pension benefits. Other than the 2017 restated figures, the restatements in the prior years have not been audited.
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Table 1.4

Government of Canada
Consolidated Statement of Cash Flow—detailed

(in millions of dollars)

Year ended March 3123
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Operating activities
Annual deficit (34,953)  (28,033)  (21,293) (8,050) (550) (2,861)  (18957)  (18,961)  (13,964)  (39,392)
Non-cash items
Share of annual profit in enterprise Crown
corporations and other government

business enterprises (6,992) (5,350) (4,995) (5,945) (8,365) (7,316) (4,920) (6,959) (5,920) (3,588)
Amortization of premiums and discounts on debt............. 3,297 3,824 2,919 2,792 2,261 2,374 1,936 1,999 3,044 4,649
Provision for valuation on other loans, investments

and advances 1,358 1,486 1,213 1,302 1,372 1,647 1,421 1,457 2,605 1,707
Amortization of tangible capital assets.............cc.cocveerne 4,756 4,859 5,184 4,865 5,090 5,049 5,168 5,261 5,643 5,790
Net loss (gain) on disposal of tangible capital

assets, including adjustments............cccceeececcreenn, 244 74 390 (312) (245) (157) (880) 107 (81) (401)
Cross-currency swap revaluation ............c.ccceeeeecccnenn, (858) 643 1,029 5,745 4,343 1,722 (627) 71 (561) 3,318
Pensions and other future benefit and

interest expense: 23,131 22,668 25,737 24,549 21,817 26,491 25,884 29,588 25,662 28,954

Change in taxes receivable (9,563) (7,380) (6,109) (374) (6,010) (7,349) (4,666)  (12,521) (4,526) 6,463

Change in pensions and other future benefits
Change in foreign exchange accounts.......

(14279)  (15770) (14717) (16,434) (15998) (15,889) (17,492)  (19,120)  (19,007)  (18,816)
(1,557)  (8490)  (1,762)  (13503) (12756)  (8,521)  (5.258) 1,859 (2.750)  (5,.215)

Change in accounts payable and accrued liabilities. (1,604) 5,528 (6,386) (6,853) 9,858 3,488 2,824 20,849 11,908 4,126
Change in cash collateral pledged to counterparties . - - - - - (6,557) (349) (1,841) 1,622 (2,825)
Net change in other accounts (3,613) (3,003) (2,053) (2,421) (683) (2,676) (1,327) (3,235) 1,013 (57)
Cash used by operating
activities (40,633)  (28,944)  (20,843)  (14,639) 134 (10,555)  (17,243) (1,446) 4,688 (15,287)
Capital investment activities

Acquisition of tangible capital assets ..............ccccoouriorircniniicicnis (8,061) (6,976) (7,175) (7,129) (6,804) (7,379) (7,834) (9,220)  (10,010) (9,598)
Proceeds from disposal of tangible capital assets ...............c.ccc...... 447 664 407 875 954 632 421 266 465 157

Cash used by capital investment
activities (7,614) (6,312) (6,768) (6,254) (5,850) (6,747) (7,413) (8,954) (9,545) (9,441)

Investing activities
Enterprise Crown corporations and other government
business enterprises
Equity transactions 2,818 2,684 1,445 5,165 3,514 4,975 2,195 7,993 6,302 1,992
Issuance of loans and advances (76,579) (63,389) (65,183) (70,328) (79,905) (54,542) (52,213) (42,756) (48,889) (54,334)
Repayment of loans and advances . 76,677 65,286 66,156 110,259 88,168 52,699 48,703 39,884 41,086 42,648
Issuance of other loans, investments and advances.... (5,858) (7,679) (5,533) (5,525) (8,124) (7,749) (6,104) (7,500) (7,546) (8,313)

Repayment of other loans, investments and advances 4,782 6,810 3,444 4,537 5,266 5,568 4,944 5,026 4,795 4,955
Cash provided (used) by investing
activities 1,840 3,712 329 44,108 8,919 951 (2,475) 2,647 (4,252)  (13,052)

Total cash (used) generated before
financing activities (46,407)  (31,544)  (27,282) 23,215 3,203 (16,351)  (27,131) (7,753) (9,109)  (37,780)
Financing activities
Issuance of Canadian currency borrowings
Repayment of Canadian currency borrowings.
Issuance of foreign currency borrowings
Repayment of foreign currency borrowings

553,464 567,707 579,456 512,009 468,021 452850 507,483 441307 437,135 468,722

(520,569) (536,430) (542,063) (536,364) (471,891) (435,143) (477,549) (433,801) (424,926) (430,279)
8,195 12,743 7,782 12,011 16,961 26,817 21,702 15,847 19,631 17,821
(8,810)  (9,656)  (7,695)  (6,783)  (12,724)  (24,602) (26575) (17,458)  (19,738)  (18,877)

Cash provided (used) by financing
activities 32,280 34,364 37,480 (19,127) 367 19,922 25,061 5,895 12,102 37,387

Net (decrease) increase in cash and cash equivalents...................... (14,127) 2,820 10,198 4,088 3,570 3,571 (2,070) (1,858) 2,993 (393)

Cash and cash equivalents at beginning of year ... 28,450 14,323 17,143 27,341 31,429 34,999 38,570 36,500 34,642 37,635

Cash and cash equivalents at end of year............ccccoovrrrnnvccens 14,323 17,143 27,341 31,429 34,999 38,570 36,500 34,642 37,635 37,242

1 Certain comparative figures have been reclassified to conform to the current year’s presentation.

2 The figures up to 2018 have been restated in the fiscal year 2019 to reflect the change in revenue recognition criteria for consolidated Crown corporations. Other than the
2018 restated figures, the restatements in the prior years have not been audited.

3 The figures up to 2017 have been restated in the fiscal year 2018 to reflect the impact of the change in methodology for the determination of the discount rate for unfunded
pension benefits. Other than the 2017 restated figures, the restatements in the prior years have not been audited.
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Table 1.5

Government of Canada

Consolidated Statement of Non-Budgetary Transactions and of Non-Financial Assets—detailed
(in millions of dollars)

Year ended March 31*2
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Loans, investments and advances
Enterprise Crown corporations and other government
business enterprises
Loans and advances

Canada Mortgage and Housing Corporation. 2,693 2,974 3,472 41,951 10,465 177 720 1,124 592 (6,282)
Business Development Bank of Canada.... . (978) 662 (653) (1,106) (1,356) (1,266) (1,869) (1,659) (1,765) (1,170)
Farm Credit Canada (1,627) (1,768) (1,848) (855) (662) (747) (2,246) (2,324) (1,854) (2,791)
Canadian Development Investment Corporation............... - - - - - - - - (4,790) (1,465)
Other 10 29 2 (59) (185) 7 (115) (13) 14 22
98 1,897 973 39,931 8,262 (1,843) (3,510) (2,872) (7,803)  (11,686)
Investments
Share of annual profit (6,992) (5,350) (4,995) (5,945) (8,365) (7,316) (4,920) (6,959) (5,920) (3,588)
Other comprehensive 10ss (iNCOME) ...........ccccueruriririncnns (2,142) 2,292 (64) (2,660) 2,360 2,669 (1,857) 753 232 (3,482)
Dividends 2,818 2,028 1,445 5,215 2,341 4,002 2,320 8,058 6,427 3,618
Capital - 656 - (50) 1,030 973 (125) (65) (125) (1,816)
Transition adjustment and Other ............ccoovvrrivcicens - 3,337 - - 143 - - - - 190
(6,316) 2,963 (3,614) (3,440) (2,491) 328 (4,582) 1,787 614 (5,078)
Total (6,218) 4,860 (2,641) 36,491 5771 (1,515) (8,092) (1,085) (7,189)  (16,764)
Less:
Loans expected to be repaid from future
appropriations (64) (119) (1,519) (480) 353 221 218 264 204 167
Unamortized discounts and premiums............cccccovveuernee 4) (32) - 1 (22) 5 1 1) 1 8
Total (6,150) 5,011 (1,122) 36,970 5,440 (1,741) (8,311) (1,348) (7,394)  (16,939)
Other loans, investments and advances
Portfolio investments - 12 5 - 10 5 - 5 - -
National governments, including developing
countries 69 40 18 (@] (606) 22 (49) 78 55 432
International organizations (826) (704) (885) (900) (1,039) (972) (703) (888) (989) (1,183)
Provincial and territorial governments..............cccoeevevevevnernnns 257 (849) 803 849 765 693 126 (98) (16) 60
Other loans, investments and advances..............coccovvreeernnes 456 680 (1,254) (1,049) (1,751) (1,352) 32 760 (1,242) (1,295)
Total (44) (821) (1,313) (1,107) (2,621) (1,604) (594) (143) (2,192) (1,986)
Less: allowance for valuation (326) (1,439) (436) (1,421) (1,135) (1,069) (856) 874 (2,045) (335)
Total 282 618 (877) 314 (1,486) (535) 262 (1,017) (147) (1,651)
Total loans, investments and advances................... (5,868) 5,629 (1,999) 37,284 3,954 (2,276) (8,049) (2,365) (7,541)  (18,590)
Pensions and other future benefits
Public sector pension 4,873 4,530 5,635 3,457 1,638 1,061 505 (757) (2,414) (2,378)
Other employee and veteran future benefits............cccovvevcrnnene. 3,979 3,707 5,386 4,658 4,181 9,541 7,887 11,225 9,069 12,516
Total pensions and other future
benefits 8,852 8,237 11,021 8,115 5,819 10,602 8,392 10,468 6,655 10,138
Other liabilities
Canada Pension Plan Account (152) 115 (70) 72 72 177) 71 (74) 131 115
Other liabilities (120) 503 (817) (204) 16 (223) 16 55 104 31
Total other liabilities (272) 618 (887) (132) 88 (400) 87 (19) 235 146
Non-financial assets
Tangible capital assets (2,614) (1,379) (1,194) (1,701) (1,405) (2,491) (3,838) (4,159) (5,107) (4,740)
Inventorie (638) (166) (458) 137 66 29 379 163 78 430
Prepaid expenses and other 46 167 688 53 (31) 96 (86) 77 (12) (547)
Total non-financial assets (3,206) (1,378) (964) (1,511) (1,370) (2,366) (3,545) (3,919) (5,041) (4,857)
Other transactions
Taxes receivable (9,563) (7,380) (6,109) (374) (6,010) (7,349) (4,666)  (12,521) (4,526) 6,463
Other accounts receivable (127) (140) (58) (119) 675 (7,108) 177) (4,064) 2,535 (3,530)
Provincial, Territorial and Indigenous
Tax Agreements Account 241 2,688 (7,130) (1,584) 951 2,780 (1,942) 5,034 (351) (4,710)
Amounts payable related to tax 397 2,304 3,925 (2,277) 3,598 (2,501) 1,380 6,799 3,324 (5,014)
Other liabilities (2,242) 536 (3,181) (2,992) 5,309 3,208 3,386 9,016 8,936 13,849
Total other transactions..............cccccooveciicniiienae (11,294) (1,992)  (12,553) (7,346) 4,523 (10,970) (2,019) 4,264 9,918 7,058
Total non-budgetary transactions and
non-financial assets (11,788) 11,114 (5,382) 36,410 13,014 (5,410) (5,134) 8,429 4,226 (6,105)

1 The figures up to 2018 have been restated in the fiscal year 2019 to reflect the change in revenue recognition criteria for consolidated Crown corporations. Other than the
2018 restated figures, the restatements in the prior years have not been audited.

2 The figures up to 2017 have been restated in the fiscal year 2018 to reflect the impact of the change in methodology for the determination of the discount rate for unfunded
pension benefits. Other than the 2017 restated figures, the restatements in the prior years have not been audited.
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Table 1.6
Government of Canada

Consolidated Statement of Foreign Exchange, Unmatured Debt and Cash Transactions—detailed

(in millions of dollars)

Year ended March 31

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Foreign exchange accounts
International reserves held in the Exchange Fund
Account (340) (8,100) (1,240)  (13,984)  (14,596) (9,418) (5,289) 1,238 (1,770) (4,817)
International Monetary Fund—Subscriptions.. 31 (50) 148 (1,189) (246) (9,041) 278 (755) 198 (729)
International Monetary Fund—Loans (802) (186) (132) (208) 312 75 153 350 229 178
(1,111) (8,336) (1,224)  (15381)  (14,530)  (18,384) (4,858) 833 (1,343) (5,368)
Less: International Monetary Fund
Special drawing rights allocations . 30 (48) 139 (1,118) (231) (493) 150 (409) 107 (396)
Notes payable 416 202 398 (760) (1,543) (9,370) 250 (617) 1,300 243
446 154 537 (1,878) (1,774) (9,863) 400 (1,026) 1,407 (153)
Total foreign exchange accounts............cccccccvenne. (1,557) (8,490) (1,761) (13,503) (12,756) (8,521) (5,258) 1,859 (2,750) (5,215)
Unmatured debt
Payable in Canadian currency
Marketable bonds 48,118 32,060 20,899 4,280 14,562 16,187 32,212 38,688 (5,442) 27,338
Treasury bills (12,869) 241 17,468 (27,699)  (17,298) 2,408 (1,400)  (26,000) 23,600 17,567
Retail debt (1,714) (1,219) (1,441) (1,154) (667) (584) (543) (1,947) (1,349) (740)
Bonds for Canada Pension Plan (425) (16) (11) - - - - - - -
33,110 31,066 36,915 (24,573) (3,403) 18,011 30,269 10,741 16,809 44,165
Payable in foreign currencies (615) 3,087 87 5,228 4,237 2,215 (4,873) (1,560) (38) (70)
Cross-currency swap revaluation (858) 643 1,029 5,745 4,343 1,722 (627) 71 (561) 3,318
Unamortized discounts and premiums on
market debt 607 190 7,526 (47) 1,112 751 275 (1,855) (1,304) 324
Obligation related to capital leases (405) (52) 14 (45) 107 (233) (251) (23) (310) 20
Obligation under public-private partnership 190 263 464 262 (174) 565 629 194 1,118 (921)
Total unmatured debt 32,029 35,197 46,035 (13,430) 6,222 23,031 25,422 7,568 15,714 46,836
Cash and cash equivalents at end of year
In Canadian currency 13,902 16,493 27,130 31,415 34,716 36,022 35,353 34,110 36,840 36,400
In foreign currencies 421 650 211 14 283 2,548 1,147 532 795 842
Total cash and cash equivalents...............ccccccoueae 14,323 17,143 27,341 31,429 34,999 38,570 36,500 34,642 37,635 37,242

44 | Section 1—Financial statements discussion and analysis



Public Accounts of Canada 2019-2020

Glossary of terms

The following terms are used in this section and throughout the consolidated financial statements in Section 2 of this volume. The
definitions are taken from the following primary sources:

—  TERMIUM at bth.termiumplus.gc.ca

— The CPA Canada Public Sector Accounting Handbook
— Glossary of frequently-used terms, Finance Canada

Accounts of Canada
The centralized record of the financial transactions of the Government of Canada, maintained by the Receiver General. The accounts
of Canada summarize revenues, expenses, assets and liabilities transactions.

Accrued benefit obligation
The value of future benefits attributed to services rendered by employees and former employees to the accounting date.

Accumulated deficit
The accumulated net total of all past federal deficits and surpluses since Confederation plus accumulated other comprehensive income.
The accumulated deficit is also equal to total liabilities less total assets — both financial and non-financial.

Actuarial valuation for accounting purposes
An assessment of the financial status of a benefit plan. It consists of the valuation of assets held to discharge the benefit liability and
calculation of the actuarial present value of benefits to be paid under the plan. The valuation measures the obligations and attributes
the costs of the benefits to the period; it also determines any gains or losses since the last valuation.

Allowance
Estimated potential losses on the realization of government financial claims or estimated financial obligations that would not otherwise
be recorded in the financial statements.

Appropriation
Any authority of Parliament to pay money out of the Consolidated Revenue Fund.

Canada Account
Pursuant to Section 23 of the Export Development Act, the Minister for International Trade, with the concurrence of the Minister of
Finance, may authorize Export Development Canada (EDC) to enter into certain transactions or class of transactions where the
Minister is of the opinion it is in the national interest and where EDC has advised the Minister that it will not enter into such transactions
without such authorization. Funding for such transactions is provided by the Minister of Finance out of the Consolidated Revenue
Fund and the transactions are administered by EDC on behalf of the Government of Canada. Collectively these transactions are known
as the Canada Account.

Capital lease
A lease that, from the point of view of the lessee, transfers substantially all the benefits and risks incident to ownership of property to
the lessee.

Consolidated Revenue Fund
The aggregate of all public moneys that are on deposit at the credit of the Receiver General for Canada.

Consumer Price Index (CPI)
A measure of price changes produced by Statistics Canada on a monthly basis. The CPI measures the retail prices of a “shopping
basket” of about 300 goods and services including food, housing, transportation, clothing and recreation. The index is “weighted”,
meaning that it gives greater importance to price changes for some products than others — more to housing, for example, than to
entertainment — in an effort to reflect typical spending patterns. Increases in the CPI are also referred to as increases in the cost of living.

Contingent liability
A potential debt which may become an actual financial obligation if certain events occur or fail to occur.

Contractual obligation
A written obligation to outside organizations or individuals as a result of a contract.

Deficit
The amount by which government expenses exceed revenue in any given year.

Defined benefit pension plan
A plan that specifies either the benefits to be received by employees after retirement or the method for determining those benefits.
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Enterprise Crown corporation
A corporation which is not dependent on parliamentary appropriations and whose principal activity and source of revenues are the
sale of goods or services to outside parties. An enterprise Crown corporation is ultimately accountable to Parliament, through a minister
of the Crown, for the conduct of its affairs.

Financial assets
An asset on hand at the end of the accounting period, which could provide resources to discharge existing liabilities or finance future
operations. Financial assets include cash and assets that are convertible into cash and are not intended for consumption in the normal
course of activities.

Full accrual accounting
The method of recording transactions by which revenues and expenses are reflected in the determination of results for the period in
which they are considered to have been earned and incurred, respectively, whether or not such transactions have been settled finally
by the receipt or payment of cash or its equivalent.

G7 (Group of Seven)
The G7 consists of the world’s seven largest industrial market economies: the United States, Japan, Germany, France, Great Britain,
Italy and Canada. The leaders of these countries meet annually to discuss political and economic issues of mutual concern. In addition,
G7 finance ministers meet several times a year to discuss economic policy. Their work is supported by regular, functional meetings
of officials, including the G7 Finance Depulties.

Gross domestic product (GDP)
The total value of all goods and services produced within Canada during a given year. It is a measure of the income generated by
production within Canada. Also referred to as annual economic output or, more simply, output. To avoid counting the same output
more than once, GDP includes only final goods and services — not those that are used to make another product. GDP would not include
the wheat used to make bread, but would include the bread itself. Real GDP values reflect adjustments for the impact of inflation,
while nominal GDP values do not.

National Accounts
Refers to Canada’s National Economic Accounts (NEA), a set of accounts (or economic statistical statements), compiled by Statistics
Canada, providing an aggregated portrait of economic activity during a given period. NEA are compiled using the “System of National
Accounts 2008” (SNA2008) as the organizing framework. The SNA2008 provides the internationally recommended concepts,
classifications and methods to measure wealth, production, income, saving, investment and financial transactions. The use of the
SNA2008 ensures that the Canadian National Economic Accounts are comparable with those of other countries.

Net book value of tangible capital assets
The cost of tangible capital assets less both accumulated amortization and the amount of any write-downs.

Net debt
The total liabilities of the government less its financial assets.

Non-financial assets
An asset on hand at the end of the accounting period, which could not normally be converted to cash to pay off the debt, without
disrupting government operations.

Operating lease
A lease in which the lessor retains substantially all the benefits and risks of ownership.

Other comprehensive income
Other comprehensive income holds any unrealized gains and losses resulting from the change in market value on assets that are
classified as available-for-sale, derivative instruments used in hedging activities or actuarial gains and losses on pensions and other
employee future benefits.

Public money
All money belonging to Canada received or collected by the Receiver General or any other public officer in his official capacity or
any person authorized to receive or collect such money.

Real return bonds
These Government of Canada bonds pay semi-annual interest based upon a real interest rate. Unlike standard fixed-coupon marketable
bonds, interest payments on real return bonds are adjusted for changes in the Consumer Price Index.

Retail debt
Canada Savings Bonds and Canada Premium Bonds.

Surplus
The amount by which government revenue exceeds expenses in any given year.
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Swap
An agreement that exchanges one type of return or financial instrument for another (e.g. a fixed for a floating rate of interest).

Tangible capital asset
A non-financial asset having physical substance that: (a) is held for use in the production or supply of goods and services; (b) has a
useful economic life extending beyond an accounting period; and (c) has been acquired to be used on a continuing basis.

Transfer payments
A transfer of money from a government to an individual, an organization or another government for which the government making
the transfer does not: (a) receive any goods or services directly in return as would occur in a purchase/sales transaction; (b) expect to
be repaid in the future, as would be expected in a loan; or (c) expect a financial return, as would be expected in an investment.
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Preface to the consolidated financial statements of the Government of Canada

The fundamental purpose of these consolidated financial statements is to provide information to Parliament, and thus to the public, to
facilitate an understanding and evaluation of the full nature and extent of the financial affairs and resources for which the government is
responsible. These consolidated financial statements reflect the financial position of the government at the reporting date, as well as its
results of operations, accumulated deficit, change in net debt and cash flow for the year then ended.

The two fundamental concepts underlying the government’s accounting system are found in the Constitution Acts: first, that all duties and
revenues received, other than those reserved to the provinces, “shall form One Consolidated Revenue Fund” (CRF); second, that the
balance of the CRF, after certain prior charges, “shall be appropriated by the Parliament of Canada”.

The right of Canada to raise taxes and revenues is contained in the Constitution Acts, and is given specific form in various Acts passed by
Parliament. Revenues can be raised and moneys can be spent or borrowed by the government only with the authority of Parliament. All
receipts of money by departments and agencies must be deposited into the CRF. All disbursements from the CRF for spending on
operations, for loans, investments and advances, and for the redemption of matured debt, must be authorized by Parliament, through annual
appropriation acts and other statutes.

Wholly-owned Crown corporations that are agents of Her Majesty may only borrow as authorized by Acts of Parliament. Such Acts usually
place a ceiling on the amount of borrowings that can be outstanding at any one time. Non-agent Crown corporations and other government
business enterprises can borrow without specific parliamentary authority, although such borrowings are sometimes guaranteed by the
government with the authority of Parliament.

The consolidated financial statements of the Government of Canada consist of four statements and accompanying notes.

The first is the Consolidated Statement of Operations and Accumulated Deficit, which presents the government’s revenues, expenses,
deficit or surplus, and other comprehensive loss or income for the year, and the net accumulation of the annual surpluses and deficits
since Confederation.

The second is the Consolidated Statement of Financial Position, which discloses the government’s cash balance and investments,
amounts owing to and by the government at the end of the year, and the government’s non-financial assets such as its tangible capital
assets and inventories. It also presents both the accumulated deficit of the government and its net debt which is the difference between the
government’s total liabilities and its financial assets.

The third is the Consolidated Statement of Change in Net Debt, which explains the difference between the government’s annual deficit
or surplus and the change in the net debt for the year. It reports the extent to which revenues recognized in the year were sufficient, or not
sufficient, to offset expenditures, as opposed to the expenses recognized in the annual deficit or surplus.

The fourth is the Consolidated Statement of Cash Flow, which provides information on the government’s cash provided by or used for
operating, capital investment, investing and financing activities.

Other sections in this volume together with Volume 1l and Volume 11l of the Public Accounts of Canada, provide more detailed
supplementary information in respect of matters reported in the consolidated financial statements. The Independent Auditor’s Report on the
consolidated financial statements does not extend to this supplementary information.
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Statement of responsibility

The government is responsible for preparing these consolidated financial statements in accordance with the accounting policies referred
to in Note 1 to the consolidated financial statements, which are based on Canadian public sector accounting standards, and on a basis
consistent with that of the preceding year.

Responsibility for the integrity and objectivity of these consolidated financial statements rests with the government. These consolidated
financial statements are prepared under the joint direction of the President of the Treasury Board, the Minister of Finance, and the
Receiver General for Canada in compliance with governing legislation. These consolidated financial statements are prepared on a full
accrual basis of accounting. The information included in these consolidated financial statements is based on the management’s best
estimates and judgment, with due consideration given to materiality.

To fulfill its accounting and reporting responsibilities, the government maintains systems of financial management and internal control
which give due consideration to costs, benefits and risks. These systems are designed to provide reasonable assurance that transactions are
properly authorized by Parliament, are executed in accordance with prescribed regulations, and are properly recorded so as to maintain
accountability of public money and safeguard the assets and properties of Canada under government administration. The Receiver General
for Canada maintains the accounts of Canada, a centralized summary record of the government’s financial transactions. Additional
information is obtained as required, from departments, agencies, Crown corporations, other government business enterprises, and other
entities to meet accounting and reporting requirements.

The government presents these consolidated financial statements to the Auditor General of Canada, who audits them and provides
an independent audit opinion to the House of Commons. The duties of the Auditor General of Canada in that respect are contained in Section 6
of the Auditor General Act.

Annually, the consolidated financial statements are tabled in the House of Commons as part of the Public Accounts of Canada, and are
referred to the Standing Committee on Public Accounts, which reports to Parliament on the results of its examination together with any
recommendations it may have with respect to the consolidated financial statements and accompanying independent audit opinion.

On behalf of the Government of Canada.

Original signed by Original signed by Original signed by
Peter Wallace Paul Rochon Bill Matthews
Secretary of the Treasury Deputy Minister of Finance Deputy Receiver General for Canada

Board of Canada

Original signed by
Roch Huppé
Comptroller General of Canada

October 9, 2020
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Office of the Bureau du
Auditor General  vérificateur général
of Canada du Canada

Independent Auditor’s Report

To the House of Commons

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of the Government of Canada and its controlled entities (the Group), which
comprise the consolidated statement of financial position as at 31 March 2020, and the consolidated statement of operations and
accumulated deficit, consolidated statement of change in net debt and consolidated statement of cash flow for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Group as at 31 March 2020, and the consolidated results of its operations, consolidated changes in its net debt, and its
consolidated cash flows for the year then ended in accordance with the stated accounting policies of the Government of Canada set out in
Note 1 to the consolidated financial statements, which conform with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the ethical requirements that are relevant to our audit of the consolidated financial statements
in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the information included in the Public Accounts
of Canada — 2020 — Volume I, but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information identified above
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with the stated
accounting policies of the Government of Canada set out in Note 1 to the consolidated financial statements, which are based on Canadian
public sector accounting standards, and for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless an intention
exists to liquidate the Group or to cease operations, or there is no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report—concluded

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

— Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Group to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision, and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
Opinion

As required by Section 6 of the Auditor General Act, we report that, in our opinion, the stated accounting policies of the Government of
Canada have been applied on a basis consistent with that of the preceding year.

Original signed by
Karen Hogan, CPA, CA
Auditor General of Canada

Ottawa, Canada
9 October 2020
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Government of Canada

Consolidated Statement of Operations and Accumulated Deficit
for the year ended March 31, 2020

(in millions of dollars)

2020 2019
Budget Actual Actual
(Note 3d)
Revenues (Note 4 and Note 20)
Tax revenues
Income tax revenues
Personal 170,446 167,576 163,881
Corporate .. 46,332 50,060 50,368
Non-resident 9,748 9,476 9,370
Total income tax revenues.... 226,526 227,112 223,619
Other taxes and duties 59,280 53,880 57,227
TOUAI TAX FEVEIMUES ...tttk bbbt h bbb s e b st bbbt et en b 285,806 280,992 280,846
Employment iNSUFANCE PIrEMIUMIS........c.ciuiuiiieteiietei ittt ettt e sttt eb et ek s et b ettt ese b e bt et bt nas 21,967 22,219 22,295
FFUBH CNAIGE PIrOCEEAS. ...ttt b btk b bt b bbbt b bttt n bt nan 2,335 2,655 -
Other revenues
Enterprise Crown corporations and other government business enterprises .. 7,313 5,059 7,101
1,944 2,410 1,667
19,413 20,796 20,309
Total other revenues .... 28,670 28,265 29,077
TOTAI FRVENMUES. ..ottt 338,778 334,131 332,218
Expenses (Note 5 and Note 20)
Program expenses
Transfer payments
Old age security benefits, guaranteed income supplement and spouse’s allowance..............cccccoevvrrninnns 56,204 56,227 53,366
Major transfer payments to other levels of government... 76,886 79,175 75,925
Employment insurance 19,898 21,750 18,888
Children's benefits 24,333 24,344 23,882
Canada emergency response benefit. - 4,739 -
Fuel charge proceeds returned... 2,640 2,636 664
Other transfer payments 52,798 54,405 51,753
Total tranNSTEr PAYMENTS.....c.iiitiiiiiieii ettt bbbt b ettt bt 232,759 243,276 224,478
Other expenses, excluding net actuarial losses (Note 2).... 89,774 95,191 90,077
Total program expenses, excluding net actuarial losses 322,533 338,467 314,555
PUBIC DBDE ChAIGES. ...ttt 26,212 24,447 23,266
Total expenses, excluding Net @CTUATTAL [0SSES. ........c.cuiuiiiuiiiiiiiiiiiiiieieiei e 348,745 362,914 337,821
Annual deficit before net actuarial losses (Note 2).. (9,967) (28,783) (5,603)
Net actuarial losses (Note 2 and Note 10) (6,882) (10,609) (8,361)
ANNUAEEFICIE.....oooovveeveeeeeeeeeseee e en s ee s s s ee s een s nes e (16,849) (39,392) (13,964)
Accumulated deficit at beginning Of YEAT ..o (685,450) (685,450) (671,254)
Other comprehensive income (10ss) (NOte 6 @nd NOTE 15) .......c.ceririeiiiririiniiieiieiee e - 3,482 (232)
Accumulated deficit at end Of YEAr (NOTE B) .........ceoiiiriiiririeirieeieei ettt (702,299) (721,360) (685,450)

The accompanying notes are an integral part of these consolidated statements.
Details can be found in other sections (unaudited) of this volume.
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Government of Canada

Consolidated Statement of Financial Position
as at March 31, 2020

(in millions of dollars)

Liabilities
Accounts payable and accrued liabilities
Amounts payable related to tax
Other accounts payable and accrued liabilities .
Provision for contingent liabilities (Note 7) .....
Environmental liabilities and asset retirement obligations (Note 8).
Deferred revenue .......
Interest and matured debt..
Total accounts payable and acCrued labilItIeS ............cciiiiiiiiiii e
Interest-bearing debt
UNMAtUred deDt (NOTE ) ......euiiieeiiieie etttk b bbbt b bt b sttt b et b e bttt b e b st ebebea
Pensions and other future benefits
Public sector pensions (Note 10)
Other employee and veteran future benefits (Note 10)
Total pensions and other future benefits.....
Other liabilities (Note 11)
Total INtereSt-DEArING TEDE ...ttt bbbt b et se bt

TOTAL TIADTIITIES ...ttt bbbt bbb bbb e bbb s b b e b bbbt b bt et b et b s

Financial assets
Cash and accounts receivable
Cash and cash equivalents (Note 12)..
Taxes receivable (Note 13) .............
Other accounts receivable (Note 13) ..
Total cash and aCCOUNES FECEIVADIE ...........c.iiiiiiiiiee bbbttt et

Foreign eXChange aCCOUNTS (INOE 14)......c.cuiuiuiiiiiei ittt ettt bbb st b bttt bttt enas

Loans, investments and advances
Enterprise Crown corporations and other government business enterprises (NOte 15) ..o
Other loans, investments and advances (Note 16)

Total loans, investments and advances

Public sector pension @SSets (INOLE 10) ..........oiiiiiiiiiiiitttt ettt

TOTAI FINANCIAL BSSEES ...ttt bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb

Net debt ...

Non-financial assets
Tangible capital assets (Note 17)...
Inventories (Note 17)
Prepaid expenses

TOtAl NON-TINANCIAL BSSELS. ...ttt b bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb

ACCUMUIALE AETFICIE (INOTE B) ...ttt bbbt b b bbb bbbtk b e b e bttt s b b e et enen

Contractual obligations and contractual rights (Note 19)

2020 2019
60,186 65,200
49,055 42,674
24,928 26,447
14,646 13,192
10,522 7,500

4,496 4,694
163,833 159,707
783,751 736,915
168,596 168,782
126,378 113,862
294,974 282,644

6,051 5,905

1,084,776 1,025,464

1,248,609 1,185,171
37,242 37,635

121,098 127,561
15,375 11,845
173,715 177,041
104,903 99,688
125,108 108,169
27,394 25,743
152,502 133,912
4,598 2,406
435,718 413,047
(812,891) (772,124)
83,682 78,942
6,171 6,601
1,678 1,131
91,531 86,674
(721,360) (685,450)

The accompanying notes are an integral part of these consolidated statements.
Details can be found in other sections (unaudited) of this volume.
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Government of Canada

Consolidated Statement of Change in Net Debt
for the year ended March 31, 2020

(in millions of dollars)

Net debt at DEGINNING OF YBAK .........ciiiiiiiiiii bbbttt bbb

Change in net debt during the year

ANNUAD AEFICIT ...t bbbt bbbttt b b b sttt n bttt b e e

Changes due to tangible capital assets
Acquisition of tangible capital assets
Amortization of tangible capital assets...
Proceeds from disposal of tangible capital assets ....
Net loss (gain) on disposal of tangible capital assets, including adjustments....

Total change due to tangible Capital @SSELS.........covvriiiiiiiice e

Change dUE £0 INVENTOTIES ........cuuiiiiiiiiiieieiiiei ettt bbb bbb bbb bbb bbb bbb bbbt eb b

Change dUE 0 PrePait EXPENSES. ......ueutrrueriurrtestertetetsteseeesesesstese st esebese b ese st esebes e st ese st eeebene et eae e et st eseabese e enetenes

Net increase in net debt dUe t0 OPEIALIONS ...........coviiiiiiiiiitt

Other comprehensive income (loss) (Note 6 and Note 15)....

NEE INCIEAse IN NET AEDT ..ottt

Net debt at end of year....

2020 2019
Budget Actual Actual
(Note 3d)

(772,124) (772,124) (752,887)
(16,849) (39,392) (13,964)
(8,843) (10,286) (11,134)

5,683 5,790 5,643

28 157 465
489 (401) (81)
(2,643) (4,740) (5,107)

- 430 78
- (547) (12)
(19,492) (44,249) (19,005)
- 3,482 (232)
(19,492) (40,767) (19,237)
(791,616) (812,891) (772,124)

The accompanying notes are an integral part of these consolidated statements.
Details can be found in other sections (unaudited) of this volume.
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Government of Canada

Consolidated Statement of Cash Flow
for the year ended March 31, 2020

(in millions of dollars)

2020 2019
Operating activities
Annual deficit (39,392) (13,964)
Non-cash items
Share of annual profit in enterprise Crown corporations and other government business enterprises .. (3,588) (5,920)
Amortization of premiums and discounts on debt (Note 2) 4,649 3,044
Provision for valuation on other loans, investments and advances (Note 2) .. 1,707 2,605
Amortization of tangible capital aSSets...........ccovrerrerirnnenreiene 5,790 5,643
Net gain on disposal of tangible capital assets, including adjustments ... (401) (81)
Cross-currency swap revaluation 3,318 (561)
Pension and other future benefit and interest expenses 28,954 25,662
Change in taxes receivable 6,463 (4,526)
Pension and other future benefit payments .. (18,816) (19,007)
Change in foreign exchange accounts (5,215) (2,750)
Change in accounts payable and accrued liabilities .. 4,126 11,908
Net change in cash collateral..... (2,825) 1,622
Net change in other accounts (Note 2).. (57) 1,013
Cash (used) provided by OPerating ACtIVItIES ............ciiuiiiiiiiiiicici s (15,287) 4,688
Capital investment activities
Acquisition of tangible CAPITAT ASSELS.............ciiiir e (9,598) (10,010)
Proceeds from disposal of tangible capital assets 157 465
Cash used by capital investment activities (9,441) (9,545)
Investing activities
Enterprise Crown corporations and other government business enterprises
EQUILY TrANSACTIONS. ...ttt 1,992 6,302
Issuance of loans and advances (54,334) (48,889)
Repayment of loans and advances... 42,648 41,086
Issuance of other loans, investments and advances (8,313) (7,546)
Repayment of other loans, investments and advances (Note 2)... 4,955 4,795
Cash USEd DY INVESTING ACHIVITIES ........c.eiiiitiiieteiete ettt b bbb bbbt b et b bttt bt (13,052) (4,252)
Financing activities
Issuance of Canadian CUITENCY DOITOWINGS. ........ouiuiiiieiiiietei ettt ettt b ettt ne et enea 468,722 437,135
Repayment of Canadian currency borrowings ... (430,279) (424,926)
Issuance of foreign currency borrowings 17,821 19,631
Repayment of foreign currency borrowings.... (18,877) (19,738)
Cash provided by financing activities 37,387 12,102
Net (decrease) increase in cash and Cash EQUIVAIBNTS. ..o (393) 2,993
Cash and cash equivalents at DEGINNING OF YEAT...........ciiiiiiii ettt 37,635 34,642
Cash and cash equivalents at end of year (Note 12) 37,242 37,635
Supplementary information
(0T RV E=To I (] g 01 (=T =T AU USROS 15,803 14,747

The accompanying notes are an integral part of these consolidated statements.
Details can be found in other sections (unaudited) of this volume.

Section 2—Consolidated financial statements of the Government of Canada | 57



Public Accounts of Canada 2019-2020

Notes to the consolidated financial statements of the Government of Canada

1. Summary of significant accounting policies
Reporting entity

The reporting entity of the Government of Canada includes all of the government organizations which comprise the legal entity of the
government as well as other government organizations, including Crown corporations, which are separate legal entities but are controlled by
the government. For financial reporting purposes, control is defined as the power to govern the financial and operating policies of an
organization with benefits from the organization’s activities being expected, or the risk of loss being assumed by the government. All
organizations defined as departments and as Crown corporations in the Financial Administration Act are included in the reporting entity.
The definition of control for financial reporting purposes may be met by other organizations not listed in the Financial Administration Act,
these organizations are therefore included in the government’s reporting entity if their revenues, expenses, assets or liabilities are
significant.

Some Crown corporations and not-for-profit organizations rely on the government for a portion of their financing. The consolidated Crown
corporations that receive significant funding from the government include Atomic Energy of Canada Limited, Canada Infrastructure Bank,
Canadian Air Transport Security Authority, Canadian Broadcasting Corporation, Windsor-Detroit Bridge Authority and VIA Rail Canada
Inc. The consolidated not-for-profit organizations that receive significant funding are the Canada Foundation for Innovation and the
Canada Foundation for Sustainable Development Technology. The financial activities of all of these entities are consolidated in these
financial statements on a line-by-line and uniform basis of accounting after eliminating significant inter-governmental balances and
transactions. Detailed information on the consolidated entities is included in Section 4 (unaudited) of this volume.

Enterprise Crown corporations are government business enterprises able to raise substantial portions of their revenues through commercial
business activity and are therefore considered self-sustaining. The major enterprise Crown corporations include the Bank of Canada,
Canada Mortgage and Housing Corporation, Canada Post Corporation and Export Development Canada. In addition, there are a number
of self-sustaining government business enterprises that are not Crown corporations but which are controlled by the government. These
include various Canada Port Authorities. Investments in government business enterprises are recorded under the modified equity method.
Detailed information on the enterprise Crown corporations is included in Section 9 (unaudited) of this volume.

The Canada Pension Plan (CPP), which includes the assets of CPP under the administration of the Canada Pension Plan Investment Board,
is excluded from the reporting entity because changes to CPP require the agreement of two thirds of participating provinces and it is
therefore not controlled by the government.

Basis of accounting

These consolidated financial statements are prepared using the government’s accounting policies stated below, which are based on
Canadian public sector accounting standards. The presentation and results using the stated accounting policies do not result in any
significant differences from Canadian public sector accounting standards.

Foreign currency translation

Transactions involving foreign currencies are translated into Canadian dollar equivalents using rates in effect at the time of the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated using rates at March 31. Gains and losses resulting from
foreign currency translation are reported on the Consolidated Statement of Operations and Accumulated Deficit according to the activities
to which they relate. Net gains and losses relating to the foreign exchange accounts, foreign debt, swap and foreign exchange forward
agreement revaluations are presented with investment revenues from foreign exchange accounts under net foreign exchange revenues. Net
gains and losses relating to loans, investments and advances are presented with the return on investments from these loans, investments
and advances under other revenues. Net foreign exchange gains and losses relating to transfer payments are reported in the transfer
payment expenses under other transfer payments. Net foreign exchange gains and losses relating to departmental sale or purchase of goods
or services in foreign currency are reported under other expenses.
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Measurement uncertainty

The preparation of consolidated financial statements requires the government to make estimates and assumptions that affect the reported
and disclosed amounts of assets, liabilities, revenues and expenses in the consolidated financial statements and accompanying notes at
March 31. The estimates are based on facts and circumstances, historical experience, general economic conditions and reflect
management’s best estimate of the related amount at the end of the reporting period. Estimates and underlying assumptions are reviewed
annually at March 31. Revisions to accounting estimates are recognized in the period in which estimates are revised if revisions affect
only that period or in the period of revision and future periods if revisions affect both current and future periods.

Measurement uncertainty that is material exists when it is reasonably possible that a material variance could occur in the reported or
disclosed amount in the near term. Near term is defined as a period of time not to exceed one year from March 31. The government has
determined that measurement uncertainty exists with respect to the reported amounts for public sector pensions and other employee and
veteran future benefits (Note 10); the provision for contingent liabilities (Note 7); the accrual of tax revenues and the related amounts
receivable and payable and the allowance for doubtful accounts (Note 4 and Note 13); environmental liabilities and asset retirement
obligations (Note 8); enterprise Crown corporations and other government business enterprises (Note 15); other loans, investments and
advances (Note 16); the expected useful life of tangible capital assets (Note 17); contractual rights (Note 19b); and the impact of the
COVID-19 pandemic (Note 4, Note 10, Note 13, and Note 21). It is reasonably possible that the government’s reassessments of these
estimates and assumptions could require a material change in reported amounts or disclosures in the consolidated financial statements.
Refer to the specific note disclosures for more information on measurement uncertainty.

Additional significant accounting policies

To facilitate the understanding of these consolidated financial statements, the significant accounting policies related to the following
financial statement line items are detailed in the referenced note.

— revenues (Note 4)

— expenses (Note 5)

— contingent liabilities (Note 7)

— environmental liabilities and asset retirement obligations (Note 8)

— unmatured debt (Note 9)

— public sector pensions and other employee and veteran future benefits (Note 10)
— taxes and other accounts receivable (Note 13)

— foreign exchange accounts (Note 14)

— enterprise Crown corporations and other government business enterprises (Note 15)
— other loans, investments and advances (Note 16)

— tangible capital assets and inventories (Note 17)

— contractual obligations and contractual rights (Note 19)

— segmented information (Note 20)

— subsequent events (Note 21)
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2. Comparative information

The Government of Canada has changed the presentation of the Consolidated Statement of Operations and Accumulated Deficit to
separately present the recognition of actuarial gains and losses related to public sector pensions and other employee and veteran future
benefits. These amounts were previously presented within the Other expenses line item but are now presented in a new consolidated
financial statement line item titled net actuarial losses. A new subtotal line titled Annual deficit before net actuarial losses has also been
added. The purpose of this revised presentation is to enhance financial reporting and decision-making for users of the consolidated
financial statements by isolating the impacts of re-measurements of public sector pension and other employee and veteran future benefit
obligations which are often significant and could potentially mask underlying events and trends in current government spending. The
related comparative figures have been reclassified to conform to the current year’s presentation.

In addition, the presentation of the Consolidated Statement of Cash Flow changed to segregate cash from non-cash items related to the
amortization of discounts and premiums on debt and for the provision for valuation on other loans, investments and advances. These were
included in the net change in other accounts line item under operating activities and in repayment of other loans, investments and advances
line item under investing activities in previous years.

Amounts have also been reclassified in certain notes to the consolidated financial statements.

3. Spending and borrowing authorities
(a) Spending authorities

The authority of Parliament is required before moneys can be spent by the government. Approvals are given in the form of annually
approved limits through appropriation acts or through legislation in the form of statutory spending authority for specific purposes. When
Parliament is in session but not sitting or is dissolved for the purposes of general election, section 30 of the Financial Administration Act
authorizes the Governor General, under certain conditions, to issue a special warrant authorizing the government to withdraw funds from
the Consolidated Revenue Fund. During fiscal year 2020, there were no requirements to issue special warrants to support expenditures.
The government uses the full accrual method of accounting to prepare its Budget and present its current consolidated financial statements.
However, the spending authorities voted by Parliament are on an expenditure basis, which uses only a partial accrual method of accounting.
During the year, expenditures were made under the authorities indicated in the following table:

(in millions of dollars)

2020 2019
Annual spending limits VOted DY PArlIAMENT .........coouiiiiiiiiieiee ettt ettt nb e e b 135,125 123,595
Expenditures permitted under 0ther I@gISIAtION ..o 186,083 169,463
Total budgetary eXpenditures QUENOTIZE. .............viiiiiiiii ettt 321,208 293,058
Less: amounts available for use in subsequent years and amounts that have [apSed .............cccoeiirieiiciineeee e 17,613 16,217
Total Net DUAGETANY EXPENGITUIES .......c.euiieeiiiiteteiiet ettt ettt h et bbbt e bt b eb e e bt b e b et b bt e b e bttt e b e e b eb et b bt b b 303,595 276,841
Effect of consolidation and full accrual accounting, excluding net actuarial 10SSeS™.............ccoiiiiiiiiiiic 59,319 60,980
Total expenses, eXCIUAING NEL ACTUANIAL IOSSESE ...........evrieireiriirireiseiiese ettt n s 362,914 337,821
Net actuarial 10SSeS™.........cccvvveeieevieireeiinne . 10,609 8,361
TOUAI EXPENSES ...ttt etttk h etk b et b s b bt b st E e bt e e e E R e b e b oA £ e EeE e R e E e bR £ e R bR e R e R £ b bR e bRt £t e E Rt b h et et b et n s 373,523 346,182

' Comparative figures have been reclassified to conform to the current year’s presentation (Note 2).

The use of budgetary expenditure authorities reported in the preceding table differs from the total expenses reported in the Consolidated
Statement of Operations and Accumulated Deficit. The difference is due to various factors. The transactions of consolidated specified
purpose accounts and of certain Crown corporations and other controlled entities are consolidated in the financial statements but are not
included in the budgetary expenditure authorities available for use. Transfer payments to organizations within the government reporting
entity are recorded against a budgetary expenditure authority in the year they are disbursed to the organization, but they are recorded as a
consolidated expense only when the transfer is authorized and all eligibility criteria have been met by the ultimate recipient outside of the
government reporting entity. Provisions for valuation of assets and liabilities are also not included in spending authorities.

In addition to the authorities for budgetary expenditures, non-budgetary spending of $245,913 million ($231,653 million in 2019) was
authorized for loans, investments and advances. A net amount of $60,412 million ($50,784 million in 2019) was used, an amount of
$339 million ($375 million in 2019) lapsed and an amount of $185,162 million ($180,494 million in 2019) is available for use in
subsequent years.

Details about the source and disposition of authorities (unaudited) and the details of ministerial expenditures are provided in Volume I1 of the
Public Accounts of Canada.
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(b) Over-expenditure of spending authorities

During the fiscal year, the CORCAN Revolving Fund, a special operating agency within Correctional Service Canada, overspent its
authority limit by $6,120,686. Details (unaudited) of this overexpended authority can be found in the ministerial sections of Volume Il of
the Public Accounts of Canada.

(c) Borrowing authorities
Authority to borrow is granted through Part IV of the Financial Administration Act (FAA) and the Borrowing Authority Act (BAA).

Under the FAA and the BAA, the Minister of Finance (the Minister) may borrow money on behalf of Her Majesty in Right of Canada
with the authorization of the Governor in Council (GIC). Subject to limited exceptions, borrowings undertaken by the Minister — together
with amounts borrowed by agent Crown corporations and Canada Mortgage Bonds guaranteed by the Canada Mortgage and Housing
Corporation — may not exceed the maximum amount of $1,168,000 million specified in the BAA. As at March 31, 2020, these borrowings
totalled $1,075,082 million ($1,015,813 million in 2019).

Additionally, Part IV of the FAA gives the Minister, with the approval of the GIC, the power to carry out borrowings that have been
authorized by Parliament, and empowers the GIC to authorize the Minister to borrow for the specific purposes of refinancing outstanding
debt, extinguishing or reducing liabilities, and making payments in extraordinary circumstances, such as natural disasters.

The GIC specifies a maximum amount of borrowing for the given fiscal year. In 2020, the GIC specified $330,000 million
($300,000 million in 2019) to be the maximum aggregate amount of principal that may be borrowed by the Minister during that fiscal
year. The maximum aggregate amount of principal is the sum of i) the maximum stock of treasury bills anticipated to be outstanding
during the year, ii) the total value of refinanced and anticipated new issuances of marketable bonds and retail debt and iii) an amount to
facilitate intra-year management of the debt and foreign exchange accounts. During the year, $284,549 million was borrowed
($240,708 million in 2019).

(d) Source of budget amounts

The budget amounts included in the Consolidated Statement of Operations and Accumulated Deficit and the Consolidated Statement of
Change in Net Debt are derived from the amounts that were budgeted for 2020 in the March 2019 Budget Plan (Budget 2019). To enhance
comparability with actual 2020 results, Budget 2019 amounts have been reclassified to conform to the current year's presentation in the
consolidated financial statements, with no overall impact on the budgeted 2020 annual deficit.

Since actual opening balances of the accumulated deficit and net debt were not available at the time of preparation of Budget 2019, the
corresponding amounts in the budget column have been adjusted to the actual closing balances of the previous year.
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4, Revenues

The government has four major types of revenues: tax revenues, employment insurance premiums, fuel charge proceeds and other
revenues. Tax revenues are comprised of income tax revenues from personal, corporate and non-resident taxes, and other taxes and duties.
Other revenues are mainly comprised of consolidated Crown corporations’ revenues, other program revenues from returns on investments
and proceeds from sales of goods and services, as well as other miscellaneous revenues.

Significant accounting policies

Revenues

Tax revenues are recognized in the period in which the taxable event occurs and when they are authorized by legislation or the ability to assess and collect
the tax has been provided through legislative convention. The policy is applied in the following manner for the below tax revenue streams:

— Income tax revenue is recognized when the taxpayer has earned the income subject to the tax. Income is calculated net of tax deductions and
credits allowed under the Income Tax Act, including refundable taxes resulting from current-year activity. For non-resident taxpayers
(individuals and corporations), revenues are recognized when the taxpayers receive income from which tax is withheld on active and inactive
income they earned in Canada.

— Domestic goods and services tax (GST) revenue is recognized at the time of the sale of goods or the provision of services. These revenues are
reported net of input tax credits, GST rebates, and the GST quarterly tax credits. The GST quarterly tax credit for low-income individuals and
families is recorded in the period the event giving rise to the GST quarterly credit occurred.

— Customs duties and goods and services tax revenue on imports are recognized when goods are authorized to enter Canada.
—  Excise tax revenue is recognized when a taxpayer sells goods taxable under the Excise Tax Act.
—  Excise duties revenue is recognized when the taxpayer manufactures goods taxable under the Excise Act and the Excise Act, 2001.

Tax revenues are measured from amounts assessed/reassessed and from estimates of amounts not yet assessed/reassessed based on cash received that
relates to the fiscal year ended March 31. Annual revenues also include adjustments between the estimated revenues of previous years and actual amounts, as
well as revenues from reassessments relating to prior years. Revenues do not include estimates of unreported taxes, or the impact of future reassessments
that cannot yet be reliably determined.

Taxes under objection are assessed taxes for which the taxpayer filed a notice of objection. An amount for federal taxes under objection is recognized as
a reduction of tax revenues for cases where it has been determined that the government had little or no discretion to avoid settlement. The amounts in
objection are disclosed in Note 4b) to the consolidated financial statements.

Tax expenditures that reduce taxes paid or payable are considered tax concessions and are netted against the applicable tax revenue. Refundable tax
credits, deductions, or exemptions provided by the government are considered tax concessions when they provide tax relief to taxpayers and relate to the
types of taxes that are a revenue source. Tax expenditures that provide a financial benefit through the tax system, and are not related to the relief of taxes
paid or payable, are shown as other transfer payments and are not netted against tax revenue.

Tax revenues that were not collected at year end and refunds that were not yet disbursed are reported respectively as taxes receivable (Note 13) and
amounts payable related to tax on the Consolidated Statement of Financial Position. These amounts also include other receivables and payables for
amounts collected through the tax system such as provincial and territorial taxes, as well as Employment Insurance premiums and Canada Pension Plan
contributions receivable from individuals and employers as applicable.

Tax collected on behalf of the provincial/territorial governments is not included in tax revenues. It is recorded as payable to the provincial/territorial
governments included within other accounts payable and accrued liabilities and distributed by the Department of Finance in accordance with associated
agreements.

The following policies are applied for non-tax revenue streams:

— Employment Insurance premiums are recognized as revenue in the period the insurable earnings are earned.

—  Fuel charge proceeds are recognized as revenues in the period the charge is earned which is the production and the delivery by registered
distributor of the fuel under the Greenhouse Gas Pollution Pricing Act.

—  Other revenues are recognized in the period the transactions or events giving rise to the respective revenues occurred.

—  Spectrum licence fees are recognized as revenue on a straight-line basis over the term of the licence. Deferred revenue consists of spectrum
licence fees and other amounts received in advance for the delivery of goods and rendering of services that will be recognized as revenue in a
subsequent fiscal year as it is earned.
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Measurement uncertainty

Tax revenues are subject to measurement uncertainty due to the use of estimates of amounts not yet assessed/reassessed based on cash received as well
as taxpayer objections to assessed federal tax. Key assumptions used in estimating tax revenues are tax instalments, historical information on refund
rates, payments received on filing tax returns, and amounts receivable assessed. Relevant factors such as new administered activities, legislative changes,
and economic factors may also be considered. These are also indicators of tax revenue earned to March 31 that has not yet been assessed. The estimates
are reviewed in subsequent years and compared to actual results to assess if refinements to the estimation methodology are required.

The COVID-19 pandemic has led to additional measurement uncertainty in the estimation of tax revenues given the declining economic situation that
prevailed after year end. Historical experiences related to the estimates of unassessed tax revenues may not be relevant to predict future outcomes which
may lead to a greater possibility of a material variance in the upcoming year. Assumptions in the methodologies applied to estimate the individual income
tax revenues, GST/HST revenues and allowance for doubtful accounts were refined to take in consideration the current economic climate and the
extensions provided to taxpayers to file and pay their tax returns.

(a) Fuel charge proceeds

As part of the federal carbon pollution pricing system, the fuel and excess emission charges are collected pursuant the Greenhouse Gas
Pollution Pricing Act and are applicable for jurisdictions that voluntarily adopt the federal carbon pollution pricing system and for those
that do not meet the federal benchmark requirements. The charge on fossil fuels for regulated fuel distributors applied as of April 1st, 2019,
in Ontario, New Brunswick, Manitoba and Saskatchewan, on July 1st, 2019, in Nunavut and in the Yukon, and on January 1st, 2020, in
Alberta. As of March 31, 2020, there were $2,655 million of fuel charge proceeds recorded (nil in 2019).

(b) Other taxes and duties:

(in millions of dollars)

2020 2019
GOOUS ANA SBIVICES TAX. .. veevveeeeeeteeeeeeteeeteete et eeteeeteesteeteeeeeeseeeseeteeseeeseeeseeseeaseenseesseeseeseeseeaseenseesseeseeeseeseesssenseentesssesaesneesseenseensesseees 37,386 38,221
Energy taxes 5,683 5,802
Customs import duties 4,853 6,881
Other excise taxes and duties 5,958 6,323
TOtal Other TAXES ANA AULIES. ...ttt 53,880 57,227

(c) Federal tax objections:

As of March 31, 2020, $18,273 million of federal taxes were under objection ($16,068 million for 2019).

5. Expenses
The government has three major types of expenses: transfer payments, other expenses and public debt charges.

Transfer payments are monetary payments, or transfers of goods, services, or assets to third parties. These transfers do not result in the
acquisition by the government of any goods, services, or assets.

Other expenses include personnel, professional and special services, repair and maintenance, utilities, materials and supplies, as well as
amortization of tangible capital assets. Provisions to reflect changes in the value of assets or liabilities, such as provisions for bad debts,
loans, investments and advances and inventory obsolescence, as well as utilization of inventories and prepaid expenses, and other are also
included in other expenses. Public sector pension and other employee and veteran future benefit expenses are included in personnel
expenses except for Net actuarial gains and losses which is presented separately on the Consolidated Statement of Operations and
Accumulated Deficit (Note 2).

Public debt charges include interest, servicing costs, costs of issuing new borrowings, amortization of premiums and discounts on market
debt including amounts arising on the extinguishment of debt, as well as interest on public sector pensions and other employee and veteran
future benefits.
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Significant accounting policies

Transfer payments are recorded as an expense in the year the transfer is authorized and all eligibility criteria have been met by the recipient.

Other expenses are generally recorded when goods are received or services are rendered. Public sector pension and other employee and veteran future
benefit expenses are recorded as employees render services using the projected benefit method prorated on service, except for: veteran future benefits
and workers’ compensation where benefits are accrued on an event driven basis; and accumulated sick leave entitlements where benefits are recognized
using an accrued benefit method. Past service costs or cost reductions related to amendments and curtailments are recorded when amendments and
curtailments are approved while past service costs or cost reductions related to settlements are recorded when benefits are paid.

Public debt charges are recorded when incurred.

Measurement uncertainty

Measurement uncertainties that impact expenses are described in the following consolidated financial statement notes: contingent liabilities (Note 7),
environmental liabilities and asset retirement obligations (Note 8), public sector pensions and other employee and veteran future benefits (Note 10), and
tangible capital assets and inventories (Note 17).

Expenses in the Consolidated Statement of Operations and Accumulated Deficit include:
(a) Major transfer payments to other levels of government

Major transfer payments to other levels of government include the Canada Health Transfer, the Canada Social Transfer and fiscal
arrangements pursuant to the Federal-Provincial Fiscal Arrangements Act. Other major transfers include contributions under the federal
Gas Tax Fund program and the Home Care and Mental Health Transfer.

(in millions of dollars)

2020 2019
Canada HEAIN TTANSTET ...ttt 40,872 38,568
(0P Lo o Tod - LI I =14 (=] OOt 14,585 14,161
FISCAI ITANGEIMENLS ... ..ttt bbb E bbb e bbb bbb bbb bbb bbbt 18,030 17,929
Other major transfers 5,688 5,267
Total major transfer payments to other levels 0f GOVEIMMENL ..o 79,175 75,925

Details can be found in Section 3 (unaudited) of this volume and in Section 1 (unaudited) of Volume Il of the Public Accounts of Canada.

(b) Employment insurance

Pursuant to the Employment Insurance Act, employment insurance includes income benefits and support measures paid to individuals of
$17,660 million ($16,717 million in 2019) and payments to provinces and territories related to Labour Market Development Agreements
of $2,329 million ($2,171 million in 2019). The Employment Insurance Act was amended to authorize $1,761 million of emergency
response benefit payments to individuals eligible for Employment insurance (El), as part of the Government’s Economic Response Plan.
Refer to Note 5d) for further information on the Canada Emergency Response Benefit (CERB).

(c) Fuel charge proceeds returned

As part of the federal carbon pollution pricing system, the government will return all direct proceeds from the fuel charge to the jurisdiction
of origin in the following manner:

— For jurisdictions that voluntarily adopt the federal carbon pollution pricing system, directly to the governments of those
jurisdictions beginning in 2020. As of March 31, 2020, $6 million were paid or payable;

— For other jurisdictions that do not meet the federal benchmark requirements:

i. Directly to individuals and families through Climate Action Incentive (CAI) payments which started in the 2018 taxation year.
These payments are provided for under the Income Tax Act and are delivered through the personal income tax system. In 2020,
$2,630 million ($664 million in 2019) of CAIl payments were made or were payable by the government;

ii. To particularly affected sectors including schools, hospitals, small and medium-sized enterprises, colleges and universities,
municipalities, non-profit organizations, and Indigenous communities beginning in 2020. As of March 31, 2020, $7 million
were paid or payable. These proceeds returned were included in Other transfer payments expenses on the Consolidated
Statement of Operations and Accumulated Deficit as disclosed in Note 5¢).
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(d) Canada Emergency Response Benefit

The CERB provides Canadians who meet certain eligibility criteria with $2,000 per four-week period up to a maximum of 16 weeks
starting March 15, 2020. Subsequent to March 31, 2020, it was announced that the benefit would be extended to a maximum of 28 weeks.

CERB payments to individuals eligible for El are recorded as part of El expenses on the Consolidated Statement of Operations and
Accumulated Deficit, and have been charged to the EI Operating Account. Payments to those individuals not eligible for El are recorded
under the Canada Emergency Response Benefit on the Consolidated Statement of Operations and Accumulated Deficit, and have not been
charged to the EI Operating Account. Combined, CERB expenses totaled $6,500 million in 2020.

(e) Other transfer payments

Other transfer payments totalling $54,405 million ($51,753 million in 2019) include various amounts paid or payable through federal
programs which stabilize market prices for commodities, develop new technologies, conduct research, provide international development
assistance, support health care and infrastructure of First Nations and Inuit communities, support social housing and families and promote
educational and cultural activities. Also included are expenses of other consolidated entities and other miscellaneous payments. The
various types of transfer payments are being delivered by departments according to their departmental legislative mandates. Details can
be found in Table 3.6 of Section 3 (unaudited) of this volume.

(f) Public debt charges

(in millions of dollars)

2020 2019
Public debt charges related to unmatured debt
INErest ON UNMALUIEH EDLE ..........o ettt e et et e et e et e e et eetee et e eseeeseeteesseeseeseeansesseenssensesseeseesseeaneenseensesseeses 13,394 13,017
Amortization of discounts on Canada and Treasury DillS............cciiiiiiiiiiii b 2,303 1,958
Amortization of premiums and discounts on all other debts 2,346 1,086
Net interest On Cross-CUrTeNCY SWapS..........covvevrvrrrrrrreernrnnns . (216) (133)
Servicing costs and COsts Of ISSUING NEW DOTTOWINGS........cviviuiiiiiiiietiiet ettt 10 8
Interest 0N capital 1885 ODIIGATIONS ..........c.iuiiiiiiiiiieiiiiieici ettt 165 175
Interest on obligations under public-private partnerships. . 99 80
LI L L OO T TSP PP P PP PP PTPRPRPRPRO 18,101 16,191
Interest expense related to pensions and other employee and veteran future DENEfits ............cccoeiiiiiiiiiiccc s 6,079 6,781
Other HAaDIHLIES .........coiiiiecce s . 267 294
Total public debt charges 24,447 23,266

Details can be found in Section 3 (unaudited) of this volume.
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(g) Total expenses by segment

The government has defined segments as Ministries which groups the activities of departments, agencies and consolidated Crown
corporations and other entities for which a Minister is responsible to Parliament. Additional segmented information is provided in Note 20.
The following table presents the total expenses by segment after the elimination of internal transactions:

(in millions of dollars)

2020 2019
Ministries
Agriculture and Agri-Food 2,907 2,572
Canadian Heritage®?.............. . 4,476 4,399
Crown-Indigenous Relations and Northern Affairs! 6,041 7,349
Digital Government! 1,863 1,796
Environment and Climate Change.... 2,480 2,375
Families, Children and Social Development... 96,316 84,306
Finance 101,059 95,297
Fisheries, Oceans and the Canadian Coast Guard 2,826 2,584
Global Affairs 7,224 7,085
Health...... 5,366 5,048
Immigration, Refugees and Citizenship 3,491 2,889
Indigenous Services! 13,255 12,098
Infrastructure and Communities 5,889 8,210
Innovation, Science and Economic Development! 8,504 7,467
Justice 1,912 1,825
National Defence® 2.. 27,613 26,896
National Revenue. 40,132 36,795
Natural Resources ........... 3,074 3,733
Office of the Governor General's Secretary . 24 22
Parliament 766 731
Privy Council* 913 531
Public Safety and Emergency Preparedness?.. 13,727 12,485
Public Services and Procurement! 3,611 3,067
Transport? 3,716 3,199
Treasury Board.. 3,582 6,721
Veterans Affairs........ 1,149 1,141
Women and Gender Equality.. 112 71
Provision for valuation and other items? .... 886 (2,871)
Total expenses, eXCIUAING NEL ACUANIAL IOSSES? ...........c.vueiriiiieireiseiiieise ittt ettt bttt 362,914 337,821
N ACTUAAI IOSSESZ......v.verveveisirieseitiee ettt sttt Rt 10,609 8,361
TOTAE EXPENSES ...ttt 373,523 346,182

Details providing total expenses by segment and type can be found in Section 3 (unaudited) of this volume.
! Comparative figures have been reclassified to conform to the current year’s presentation (Note 2).
2 Refer to Note 2 for further information regarding the reclassification of net actuarial losses.
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(h) Total expenses by type of resource used in operations

The following table presents the total expenses by main objects of expense:

(in millions of dollars)

Objects of expense 2020 2019
TTANSTET PAYIMIENS ...ttt 243,276 224,478
Other expenses
Personnel, excluding net actuarial losses® 55,185 49,321
Transportation and communications..... 2,989 3,046
Information 366 371
Professional and special services... 11,042 11,036
Rentals 2,706 2,717
Repair and maintenance 3,641 3,527
Utilities, materials and supplies 3,453 3,312
Other subsidies and expenses 9,876 10,929
Amortization of tangible capital assets . 5,790 5,643
Net loss on disposal of assets.. 143 175
Total other expenses, excluding net actuarial losses?.... 95,191 90,077
Total program expenses, eXcluding Net ACLUAITAI IOSSESY .............c.eviviveirrieeieeieiecies ettt 338,467 314,555
PUDTIC QBB CRAIGES ......ciciicece bbb 24,447 23,266
Total expenses, eXClUdiNg NEt ACLUATTAL IOSSESY ...........c.uuveuiiuiiuririierie ittt 362,914 337,821
INEL ACTUATTAT TOSSES™....... ..ttt e et et et et et et e e et et et et et e e et et e e e e et et et et et et et et e e et et ee e e et et et et et et eeeeee et e e eeseeeee e et e seeeenas 10,609 8,361
TOAI EXPEIISES ..ottt ittt e bbb e bbbt 373,523 346,182

Details reconciling objects of expense to objects of expenditure can be found in Section 3 (unaudited) of this volume and details on ministerial expenditures by object can be
found in Section 1 (unaudited) of VVolume I1 of the Public Accounts of Canada.

' Comparative figures have been reclassified to conform to the current year’s presentation (Note 2).
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6. Accumulated deficit

The government includes in its revenues and expenses certain accounts established for specified purposes. Legislation requires that
revenues received for purposes specified in the legislation be credited to these accounts and that related payments be charged to these
accounts. Any deficiency of revenues over payments must be met through future revenues or transfers credited to these accounts. The
following table shows the balance of these consolidated accounts and accumulated other comprehensive income included in the
accumulated deficit:

(in millions of dollars)

2020 2019

Accumulated deficit, excluding consolidated specified purpose accounts and accumulated other comprehensive income?............. (727,441) (692,171)
Consolidated specified purpose accounts

Employment Insurance Operating Account 3,905 4,916

Other insurance accounts 783 756

Other CONSOIALEN BCCOUNES ... 609 380

(722,144) (686,119)

Accumulated other comprehensive income... 784 669

Accumulated deficit (721,360) (685,450)

' Included in this amount are actuarial gains and losses on pensions and other employee future benefits of enterprise Crown corporations and other government business
enterprises which are a part of other comprehensive income but recorded directly to accumulated deficit and therefore are not a component of accumulated other
comprehensive income.

Accumulated other comprehensive income

For enterprise Crown corporations and other government business enterprises recorded under the modified equity method, certain unrealized
gains and losses on financial instruments and certain actuarial gains and losses related to pensions and other employee future benefits are
recorded in other comprehensive loss or income in accordance with International Financial Reporting Standards (IFRS). The unrealized
gains and losses on financial instruments reflect changes in the fair value of financial assets measured at fair value through other
comprehensive income, or derivative instruments used in hedging activities and are excluded from the calculation of profit or loss until
realized. Actuarial gains and losses related to pensions and other employee future benefits reflect differences between the actual and
expected returns on plan assets as well as the difference between actual and expected experience and changes in actuarial assumptions
used to determine the present value of the benefit obligations. These actuarial gains and losses are recorded directly to retained earnings
without reclassification to profit or loss in a subsequent period.

Other comprehensive loss or income is excluded from the calculation of the government’s annual deficit. It is instead recorded directly to
the government’s accumulated deficit. Upon realization of the gains and losses on financial instruments, the associated amounts are
reclassified to the profit or loss of enterprise Crown corporations and other government business enterprises and then reflected in the
government’s annual deficit. The actuarial gains and losses related to pensions and other employee future benefits are not reclassified.

The following table presents the different components of other comprehensive income as well as accumulated other comprehensive income
included in the government’s accumulated deficit:

(in millions of dollars)

2020 2019
Accumulated other comprehensive income at beginning of year.... 669 551
Other comprehensive income (loss)
Net change in unrealized gains on financial instruments measured at fair value through other
comprehensive income 136 137
Net change in fair value of derivatives designated as hedges.... (21) (129)
Actuarial gains (losses) on pensions and other employee future benefits.... 3,367 (350)
3,482 (232)
Less: Actuarial gains (losses) on pensions and other employee future benefits recorded directly to accumulated deficit ................ 3,367 (350)
Accumulated other comprehensive iNCOME at €N OF YEAT ..........ccuiiiiiriiiirieeee et 784 669
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7. Provision for contingent liabilities

Contingent liabilities arise in the normal course of operations and their ultimate disposition is unknown. Contingent liabilities are potential
liabilities which may become actual liabilities when one or more future events not wholly within the government’s control occur or fail to
occur.

Significant accounting policies

For claims, if the future event is likely to occur or fail to occur, and a reasonable estimate of the loss can be made, a provision is accrued and an expense
recorded to other expenses. If the likelihood is not determinable or is likely but an amount cannot be reasonably estimated, the contingency is disclosed
below.

For guarantees, an allowance is recorded when it is determined that a loss is likely and the amount of the allowance can be estimated. The allowance is
reviewed on an ongoing basis and changes in the allowance are recorded as other expenses in the year they become known.

Measurement uncertainty

Contingent liabilities are subject to measurement uncertainty due to the use of estimates relating to both the outcome of the future event as well as the
value of the potential loss. The estimate of the provision for claims is continuously reviewed and refined in light of several factors, including ongoing
negotiations, recent settlements and decisions made by the courts and administrative tribunals. Rulings by the judiciary that contain elements applicable
to other claims filed against Canada could also result in significant changes to the contingent liability recorded.

For guarantees, the estimate considers the nature of the guarantee, loss experience, assessments of individual companies, particular fields or markets as
well as the broader Canadian and global economies which can result in changes to the contingent liability recorded.

The following table presents the different components of the provision for contingent liabilities:

(in millions of dollars)

2020 2019
Claims
Pending and threatened litigation and other claims® 6,653 10,724
Specific Claims ..o 10,788 9,099
Comprehensive land claims® 6,726 6,347
Provision for guarantees provided by the government 761 277
Total provision recorded 24,928 26,447

1 Comparative figures have been reclassified to conform to the current year’s presentation (Note 2).
(a) Claims

The government’s estimated provision for claims is determined using relevant historical experience, facts and circumstances. In situations
where the estimate of loss is based on a range of amounts, the amount accrued within the range is management’s best estimate of the
potential loss which may be at an amount lesser than the maximum of the range. Significant exposure to a liability could exist in excess
of what has been accrued. Claims for which the outcome is not determinable and for which an amount has not been accrued are estimated
at approximately $4,648 million ($8,528 million in 2019).

Pending and threatened litigation and other claims: There are thousands of pending and threatened litigation cases as well as claims
outstanding against the government. These claims include items with pleading amounts and items where an amount is not specified. While
the total amount claimed in these actions is significant, their outcomes are not known in all cases. As a result, provisions that are recorded
are based on management’s best estimate of the potential loss.

Specific claims: Specific claims deal with the past grievances of First Nations related to Canada’s obligations under historic treaties or the
way it managed First Nations’ funds or other assets. The past grievances may be proceeding via the legal system or via the specific claims
program. The Government of Canada will pursue a settlement agreement with the First Nation when a claim demonstrates an outstanding
lawful obligation. There are currently 593 (567 in 2019) specific claims under negotiation, accepted for negotiation or under review. A
liability is estimated and recorded for claims that have progressed to a point where quantification is possible. This estimate also includes
projections based on historical rates and costs of settlement for similar claims and includes an estimate for claims which have been filed
but not yet assessed.

Comprehensive land claims: Comprehensive land claims arise in areas of the country where Aboriginal rights and title have not been
resolved by treaty or by other legal means. There are currently 84 (79 in 2019) comprehensive land claims under negotiation, accepted for
negotiation or under review. A liability is estimated and recorded for claims that have progressed to a point where quantification is possible.
This estimate also includes projections based on historical rates and costs of settlement for similar claims.
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(b) Guarantees provided by the government

Guarantees provided by the government include guarantees on the borrowings of enterprise Crown corporations and other government
business enterprises, loan guarantees, insurance programs managed by the government or agent enterprise Crown corporations, and other
explicit guarantees. At March 31, guarantees provided by the government include:

(in millions of dollars)

2020 2019

Principal Principal

amount amount
outstanding outstanding
Guarantees with an authorized limit (2020 limit: $411,823; 2019 limit: $409,125) ...ttt 254,389 256,602

Guarantees with no authorized limit (including borrowings of agent enterprise Crown corporations and other

QOVEINMENE DUSINESS ENEEIPIISES) ...ttt 309,909 294,734
TOtal ..o 564,298 551,336
LESS: PrOVISION FOF QUATANTEES. ... .veuieeteitetei ettt ettt ettt bbb bbb h e bbb s e b e bt e b e Rt ek b e e b e st et et e b e e e ben e et enen 761 277
INEt EXPOSUIE UNUET GUATANTEES ...ttt e bbbttt 563,537 551,059

Details can be found in Section 11 (unaudited) of this volume.

The authorized limit represents the aggregate total of various types of authorities of government bodies as stipulated in legislation, legal
agreements or other documents that may be in force at any one time. The principal amount outstanding represents the total amount of
guarantees provided as at the end of the fiscal year.

(c) Other

Assessed taxes under appeal: Contingent liabilities include previously assessed federal taxes where amounts are being appealed to the
Tax Court of Canada, the Federal Court of Canada, or the Supreme Court of Canada. As of March 31, 2020, an amount of
$4,373 million ($4,467 million in 2019) was being appealed to the courts. The government has recorded, in the amounts payable related
to tax or in reduction of the amounts receivable from taxpayers, as applicable, the estimated amount of appeals that are considered likely
to be lost and that can be reasonably estimated.

International organizations: The government has callable share capital whereby certain international organizations have the ability to
require payments. As at March 31, 2020, the callable share capital amounts to $36,533 million ($34,750 million in 2019). No payments
(nil in 2019) have been requested by international organizations or paid by the government in the year related to the callable share capital.

Insurance programs of agent enterprise Crown corporations: Four agent enterprise Crown corporations operate insurance programs for
the government. In the event that the corporations have insufficient funds, the government will have to provide financing. The Canada
Deposit Insurance Corporation operates the Deposit Insurance Fund which provides basic protection coverage to depositors for up to
$100,000 of eligible deposits with each member bank, trust or loan company; the Canada Mortgage and Housing Corporation operates
the Mortgage Insurance Fund which provides insurance for mortgage lending on Canadian housing by private institutions and the
Mortgage-Backed Securities Guarantee Fund which guarantees the timely payment of the principal and interest for investors of securities
based on the National Housing Act through the Mortgage-Backed Securities program and the bonds issued by the Canada Housing Trust
through the Canada Mortgage Bond program; Export Development Canada provides export and foreign investment insurance to help with
export trade; and Farm Credit Canada sells group creditor life and accident insurance to its customers through a program administered by
a major insurance provider. At March 31, 2020, total insurance in force amounts to $1,802,143 million ($1,772,785 million in 2019). The
government expects that all four corporations will cover the cost of both current claims and possible future claims.
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8. Environmental liabilities and asset retirement obligations
Environmental liabilities represent the amount required to remediate contaminated sites to current minimum environmental standards.

Asset retirement obligations represent the amount required to retire tangible capital assets at the end of their useful lives.

Significant accounting policies

An environmental liability for the remediation of contaminated sites is recognized when all of the following criteria are satisfied: an environmental
standard exists, contamination exceeds the environmental standard, the government is directly responsible or accepts responsibility, it is expected that
future economic benefits will be given up and a reasonable estimate of the amount can be made. The liability reflects management’s best estimate of
the amount required to remediate the sites to the current minimum environmental standard for its use prior to contamination. When the future cash flows
required to settle or otherwise extinguish a liability are estimable, predictable and expected to occur over extended future periods, a present value
technique is used. The discount rate used reflects the government’s cost of borrowing, associated with the estimated number of years to complete
remediation.

A liability for unexploded explosive ordnance (UXO) affected legacy sites is recognized when there is an appropriate basis for measurement and a
reasonable estimate can be made. These liabilities are present obligations arising from past transactions or events, the settlement of which is expected
to result in the future sacrifice of economic benefits.

An asset retirement obligation is recognized when all of the following criteria are satisfied: there is an agreement, contract, legislation, or a constructive
or equitable obligation for the government to incur retirement costs for a tangible capital asset; the past event or transaction giving rise to the retirement
liability has occurred; it is expected that the government will give up future economic benefits to retire the asset; and, a reasonable estimate of the
amount can be made. The costs to retire an asset are normally capitalized and amortized over the asset’s estimated remaining useful life. If the asset is
fully amortized, its retirement costs are expensed. The Asset retirement obligation is the present value of estimated future cash flows required to retire
the assets where amounts can be reasonably estimated and is expected to be settled as the related sites, facilities or assets are removed from service. The
estimated future cash flows are adjusted for inflation using the consensus forecasts and Bank of Canada historical and target inflation rates. The discount
rate is a weighted average rate of the government’s cost of borrowing for the period to settlement of the obligation calculated at the date of the initial
recognition of the obligation and on subsequent changes to expected cash flows.

The recorded liabilities are adjusted each year, as required, for present value adjustments, inflation, new obligations, and changes in management
estimates and actual costs incurred.

If the likelihood of the government’s responsibility is not determinable, a contingent liability is disclosed in the notes to the consolidated statements.

Measurement uncertainty

Environmental liabilities and asset retirement obligations are subject to measurement uncertainty due to the evolving technologies used in remediation
activities of contaminated sites or asset retirements, the use of discounted present value of future estimated costs, and the fact that not all sites have had
a complete assessment of the extent and nature of remediation or asset retirement costs. Changes to underlying assumptions, the timing of the
expenditures, the technology employed, the revisions to environmental standards or changes in regulatory requirements could result in significant
changes to the environmental liabilities recorded.

Environmental liabilities and asset retirement obligations include:

(in millions of dollars)

2020 2019
Gross remediation liability for contaminated sites.... 7,375 6,478
Less expected recoveries (25) (23)
Net remediation liability for contaminated sites.... 7,350 6,455
Other environmental liabilities 110 115
Asset retirement obligations 7,186 6,622
Total environmental liabilities and asset retirement obligations 14,646 13,192
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(a) Remediation of contaminated sites

The government’s “Federal Approach to Contaminated Sites” sets out a framework for management of contaminated sites using a risk-
based approach. Under this approach the government has inventoried the contaminated sites identified on federal lands or on lands where
the government has assumed responsibility for the clean-up, allowing them to be classified, managed and recorded in a consistent manner.
This systematic approach aids in the identification of the high risk sites in order to allocate limited resources to those sites which pose the
highest risk to human health and the environment.

The government has identified 6,860 sites (7,011 sites in 2019) where contamination may exist and assessment, remediation and
monitoring may be required. Of these, the government has identified 2,444 sites (2,433 sites in 2019), where action is required and for
which a gross liability of $7,117 million ($6,230 million in 2019) has been recorded. This liability estimate has been determined based on
site assessments performed by environmental experts. In addition, a statistical model based upon a projection of the number of sites that
will proceed to remediation and upon which current and historical costs are applied is used to estimate the liability for a group of unassessed
sites. This group includes 3,562 unassessed sites (3,673 sites in 2019), of which 1,464 sites (1,478 sites in 2019) are projected to proceed
to remediation and for which an estimated liability of $258 million ($248 million in 2019) has been recorded. These two estimates
combined, totalling $7,375 million ($6,478 million in 2019), represents management’s best estimate of the costs required to remediate
sites to the current minimum environmental standard for its use prior to contamination, based on information available on March 31.

For the remaining 854 sites (905 sites in 2019), no liability for remediation has been recognized. Some of these sites are at various stages
of testing and evaluation and if remediation is required, liabilities will be reported as soon as a reasonable estimate can be determined. For
other sites, the government does not expect to give up any future economic benefits (there is likely no significant environmental impact
or human health threats). These sites will be re-examined and a liability for remediation will be recognized if future economic benefits
will be given up.

When the liability estimate is based on a future cash requirement, the amount is adjusted for inflation using a forecast CPI rate of 2.0%
(2.2% in 2019). Inflation is included in the undiscounted amount. The Government of Canada’s cost of borrowing by reference to the
actual zero-coupon yield curve for Government of Canada bonds has been used to discount the estimated future expenditures. March 2020
discount rates range from 0.37% (1.55% in 2019) for a 1-year term to 1.37% (1.92% in 2019) for a 30 or greater year term.

(in millions of dollars)

2020 2019
Total ~ Number Estimated Total ~ Number Estimated
number  of sites total number  of sites total
of witha  Estimated undiscounted Estimated of witha  Estimated undiscounted  Estimated
sites liability  liability expenditures  recoveries sites liability  liability expenditures  recoveries
Former mineral exploration sites? ..... 127 106 4,319 6,305 25 129 109 3,325 6,168 23
Radioactive material®...........c.ccco....... 7 6 881 966 - 9 7 1,059 1,172 -
Military and former military sites®.... 443 214 410 422 - 449 210 437 539 -
Fuel related practices* . 1,738 1,140 399 406 - 1,769 1,186 387 377 -
Marine facilities/aquatic sites® .......... 2,344 1,127 589 610 - 2,453 1,118 525 548 -
Landfill/waste sites®.. 1,061 720 235 241 - 1,063 715 252 212 -
1,140 595 542 551 - 1,139 566 493 511 -
TOtal oo 6,860 3,908 7,375 9,501 25 7,011 3,911 6,478 9,527 23

1 Contamination associated with former mine activities, e.g. heavy metals, petroleum hydrocarbons, etc. Sites often have multiple sources of contamination.
2 Contamination associated with former nuclear operations, e.g. low-level radioactive waste, radioactive isotopes.

3 Contamination associated with the operations of military and former military sites where activities such as fuel handling and storage activities, waste sites, metals/PCB-based
paint used on buildings resulted in former or accidental contamination, e.g. petroleum hydrocarbons, PCBs, heavy metals. Sites often have multiple sources of contamination.

4 Contamination primarily associated with fuel storage and handling, e.g., accidental spills related to fuel storage tanks or former fuel handling practices, e.g. petroleum
hydrocarbons, polyaromatic hydrocarbons and BTEX (benzene, toluene, ethylbenzene and xylenes).

5 Contamination associated with the operations of marine assets, e.g., port facilities, harbours, navigation systems, light stations, hydrometric stations, where activities such as
fuel storage/handling, use of metal based paint on light stations resulted in former or accidental contamination, e.g. metals, petroleum hydrocarbons, polyaromatic
hydrocarbons and other organic contaminants. Sites often have multiple sources of contamination.

6 Contamination associated with former landfill/waste site or leaching from materials deposited in the landfill/waste site, e.g. metals, petroleum hydrocarbons, BTEX, other
organic contaminants, etc.

7 Contamination from other sources, e.g. use of pesticides, herbicides, fertilizers at agricultural sites; use of PCBs, firefighting training areas, firing ranges and training facilities,
the operations of assets such as airports, railways and roads where activities such as, fuel storage/handling, waste sites, and chemical storage areas resulted in former or
accidental contamination, e.g. metals, petroleum hydrocarbons, polyaromatic hydrocarbons, BTEX and other organic contaminants.

Also, during the year, 386 sites (589 sites in 2019) were closed as they were either remediated or assessed to confirm that they no longer
meet all the criteria required to record a liability for contaminated sites.
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(b) Other environmental liabilities

The government has identified approximately 484 unexploded explosive ordnance (UXO) suspected sites (532 in 2019) for which
clearance action may be necessary. Of these sites, 43 (43 in 2019) are confirmed UXO affected sites. Based on management’s best
estimates, a liability of $110 million ($115 million in 2019) has been recorded for clearance action on 9 of the confirmed UXO sites (9 in
2019). Remediation has not been completed for any sites during the year (1 in 2019). The remaining 475 suspect sites (523 in 2019) are
currently in the assessment stage and a reasonable estimate cannot yet be determined. Of these sites, the obligation for clearance action is

likely for 23 of them, indeterminable for 50 and unlikely for the 402 remaining.

(c) Asset retirement obligations

The asset retirement obligation is $7,186 million ($6,622 million in 2019) of which Atomic Energy of Canada Ltd. has recorded

$7,185 million ($6,614 million in 2019) for nuclear facility decommissioning.

The changes in the asset retirement obligations during the year are as follows:

(in millions of dollars)

2020 2019
OPENING DAIANCE ......cuetteeet ettt b bt b et b bttt b bbb bt Eeh e £ e b b et b e bt £ b bRt e b bttt b e e b e bttt b et ben s 6,622 6,482
Liabilities settled ... (391) (353)
Revision in estimate .. 701 242
AACCTELION BXPENSEL .....vvvvveeiiseistitsetseteese et sse st b st b e s s sk s s s 8 s bbb 254 251
ClOSING DAIANCE. ...ttt 7,186 6,622

' Accretion expense is the increase in the carrying amount of an asset retirement obligation due to the passage of time.

The undiscounted future expenditures, adjusted for inflation, for the planned projects comprising the liability are $16,263 million

($15,901 million at March 31, 2019).

Key assumptions used in determining the provision are as follows:

2020 2019
WeEIghted AVEIage TISCOUNE FALE .......cviveuiietetiiitet ettt ettt bt b st b bbb b b h et b e b e st ek b e b e bttt e b b et b e et enen 3.78% 3.84%
DISCOUNE PEIIOM. ...ttt etttk et btk eh b b ee b s b b s ee b s £ e b e s £ £ e b e R £ £ e b e R £ e b e R e b e b e s £ e e b eR e e b e b e st et e b en et e b et et neanenan 165 years 145 years
LoNG-term rate OF INFIALION .......c.viiieiie ettt h et b e b sttt b et e bttt b et et n e abenen 1.70% 1.70%

The government’s ongoing efforts to assess contaminated sites, UXO affected sites and asset retirement obligations

additional environmental liabilities.

may result in
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9. Unmatured debt

Unmatured debt consists of market debt, cross-currency swap revaluations, capital lease obligations and the obligation under public-
private partnerships.

Significant accounting policies

Market debt is recorded at face value and is adjusted by discounts and premiums which are amortized on a straight-line basis over the term to maturity
of the respective debt instrument.

When a marketable bond is exchanged or repurchased, and the transaction results in an extinguishment of the debt, the difference between the carrying
amount of the debt instrument and the net consideration paid is recognized as a gain or loss in the Consolidated Statement of Operations and
Accumulated Deficit, and the debt instrument is derecognized. An extinguishment occurs on the repurchase of bonds, or when there is an exchange of
bonds with an existing bond holder and the terms of the original debt and the replacement debt are substantially different. Exchanged bonds are
considered to have substantially different terms when the discounted present value of the cash flows under the new terms, including any amounts paid
on the exchange, and discounted using the average effective interest rate of the original debt, is at least 10% different from the discounted present
value of the remaining cash flows of the original debt. If an exchange of bonds with an existing bond holder does not result in an extinguishment, the
carrying amount of the debt is adjusted for any amounts paid on the exchange, and the unamortized premiums or discounts relating to the original debt
and arising on the exchange transaction are amortized over the remaining term to maturity of the replacement debt on a straight-line basis. The
government’s holdings of its own securities, if any, are deducted from market debt to report unmatured debt owed to external parties.

Cross-currency swap revaluations consist of unrealized gains or losses due to fluctuations in the foreign exchange value of the cross-currency swaps
entered into by the government.

Capital lease obligations are the present value of the remaining minimum lease payments under capital lease agreements.

Obligations under public-private partnerships (P3s) result from the government’s agreements with private sector partners to design, build, finance
and/or operate and maintain certain tangible capital assets. The obligation represents the government’s liability for the tangible capital asset component
of these long term financing arrangements. These liabilities are recognized on a percentage-of-completion basis over the period of construction of the
P3 asset and reduced by progress payments and capital payments made to the P3 partner.

Measurement uncertainty

There are no significant measurement uncertainties related to unmatured debt.

Unmatured debt includes:

(in millions of dollars)

2020 2019
Market debt
Payable in Canadian currency 749,228 705,063
Payable in foreign currencies 15,941 16,011
765,169 721,074
Unamortized discounts and premiums on market debt 2,487 2,163
Market debt including unamortized discounts and premiums... 767,656 723,237
Cross-currency swap revaluations 10,592 7,274
Obligation related to capital leases 2,913 2,893
Obligation under public-private partnerships 2,590 3,511
TOLl UNMALUIEH GEDT ...ttt 783,751 736,915

Unamortized discounts result from Treasury bills and Canada bills which are issued at a discount in lieu of interest. Discounts or premiums
also result from the government’s bond buyback program and from issuance of market debt when the face value of the instrument issued
differs from the proceeds received. The unamortized portion represents the amount of premium and discount that has not yet been recorded
to public debt charges.

At March 31, 2020, the fair value of market debt including unamortized discounts and premiums is $823,221 million ($757,260 million
in 2019). For marketable bonds denominated in Canadian dollars and foreign currencies, treasury bills issued in Canadian dollars, retail
debt, Canada bills and medium-term notes issued in US dollars and Euros, fair values are established using market quotes or the discounted
cash flow calculated using year-end market interest and exchange rates.

The government has entered into individual cross-currency swap contracts with various counterparties. Terms and conditions associated
with these outstanding contracts are established using International Swaps and Derivatives Association (ISDA) master agreements, which
are in place with each counterparty. Cross-currency swaps are used primarily to fund foreign-denominated asset levels in the foreign
exchange accounts.
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Included in Cross-currency swap revaluations is $702 million ($988 million at March 31, 2019) related to individual cross-currency swap
contracts that have a net foreign exchange asset value to the government upon revaluation and $11,294 million ($8,262 million at
March 31, 2019) relating to individual cross-currency swap contracts that have a net foreign exchange liability value, resulting in an
overall cross-currency swap net liability revaluation of $10,592 million ($7,274 million at March 31, 2019).

(a) Market debt

The following table presents the contractual maturity of debt issues and interest rates by currency and type of instrument at gross value
(in Canadian dollars) and the effective weighted average annual interest rates as at March 31, 2020:

(in millions of dollars)

Canada
Marketable bonds bills Medium-term notes
Treasury Retail
Maturing year CAD usb bills debt? usD usbD Euro Total
92,037 - 151,867 175 2,160 810 233 247,282
104,890 4,223 - 322 - 70 - 109,505
76,706 4,223 - - - - - 80,929
40,466 - - - - - - 40,466
47,065 4,222 - - - - - 51,287
235,376 — — - - — — 235,376
596,540 12,668 151,867 497 2,160 880 233 764,845
Less: Government holdings of unmatured debt and
consolidation adjustment?... (324) - — - — — — (324)
Total market debt 596,864 12,668 151,867 497 2,160 880 233 765,169
Fixed and
Nature of interest rate® Fixed* Fixed Variable Variable Variable variable Fixed
Effective weighted average annual
TNEEIESE FALES ... 2.19 2.08 1.39 0.79 1.56 121 0.15
Range of INterest rates...........coveerreerinercnineceeseees 0.50-10.50 1.63-2.63 0.30-176 050-135 0.86-1.79 0.71-2.30 0.15

Details can be found in Section 6 (unaudited) of this volume.
L Includes $275 million of Canada savings bonds having fixed dates of maturity which are redeemable on demand.
Includes $2 million of securities held by consolidated Crown corporations and other entities and $326 million of borrowings by consolidated agent Crown corporations.

Debt with terms to maturity of less than one year is considered to have a variable interest rate. For marketable bonds and foreign currency notes, some of the fixed interest
rates were converted into variable interest rates through swap agreements.

Includes real return bonds which have a variable component based on the consumer price index.

2
3

(b) Obligation related to capital leases

The total obligation related to capital leases as at March 31, 2020, is $2,913 million ($2,893 million in 2019). Interest on this obligation
of $165 million ($175 million in 2019) is reported in the Consolidated Statement of Operations and Accumulated Deficit as part of public
debt charges. At March 31, future minimum lease payments are summarized as follows:

(in millions of dollars)

Year 2020

388

358

340

336

323
2,649
Total minimum lease payments 4,394
Less: imputed interest at the average discount rate of 5.15% 1,481

ODbligation related t0 CAPILAI IRASES. ......c.vveuiuiieeteeiiietee ettt b btk s b b s et e bR b e b e st e beh e e e b e s £ £ e b eR e E e b e s £ e e b eh e b e b oAt e b e Rt b e b e Rt e e b e Rt e b e n et et en et et n e 2,913

Details can be found in Section 6 (unaudited) of this volume.

A significant number of leases have a duration from inception that falls within the range of 10 to 25 years.
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10. Public sector pensions and other employee and veteran future benefits

The accrued benefit obligations in respect of public sector pensions and other employee and veteran future benefits are presented net of
pension assets, unrecognized net actuarial gains or losses and valuation allowance, as well as contributions and benefits paid by some of
the consolidated Crown corporations and other entities after their measurement date of December 31 up to March 31, in the Consolidated
Statement of Financial Position.

Significant accounting policies

Public sector pensions and other employee and veteran future benefits are measured on an actuarial basis. The actuarial valuations estimate the current
value of benefits earned and use various actuarial assumptions in the process. When actual experience varies from estimates or when actuarial
assumptions change, actuarial gains or losses arise. Actuarial gains and losses are not recognized immediately but rather over the expected average
remaining service life (EARSL) of the employees, which varies across plans, or the average remaining life expectancy (ARLE) of the benefit recipients
under wartime veteran plans. Recognition commences in the year following the determination of the actuarial gains and losses. In addition, an
unrecognized net actuarial loss is recognized immediately upon an amendment, up to a maximum of the related decrease in the accrued benefit
obligation; similarly, an unrecognized net actuarial gain is recognized immediately, up to a maximum of the related increase in the accrued benefit
obligation. The unrecognized net actuarial loss or gain, relating to the obligation that is curtailed or settled, is recognized immediately upon a curtailment
or settlement.

Pension and other future benefit assets include investments held by the Public Sector Pension Investment Board (PSPIB) which are valued at market-
related value. Under this valuation methodology, the expected return on investments is recorded immediately while the difference between the expected
and the actual return on investments is recorded over a five-year period through actuarial gains and losses. The market-related value of investments is
adjusted, if necessary, to ensure that it does not fall outside a limit of plus or minus 10% of the market value of investments at year end; any amount
outside this limit is recorded immediately through actuarial gains and losses.

Contributions receivable from employees for past service buyback elections are discounted to approximate their fair value.

Measurement uncertainty

As the accrued benefit obligations for public sector pensions and other employee and veteran future benefits are actuarially determined, the actual
experience may differ significantly from the assumptions used in the calculation of the accrued benefit obligations. The actuarial assumptions used in
measuring the accrued benefit obligations are outlined in Section (g) below and a sensitivity analysis showing how the accrued benefit obligations
would have been affected by changes in the principal actuarial assumptions is found in Section (h) below.

The measurement of the accrued benefit obligations and the investments held by PSPIB as at March 31, 2020, as well as the return on investments for
the year, reflect the impacts resulting from the COVID-19 pandemic to the extent known at the reporting date. The COVID-19 pandemic is expected to
continue to have significant impacts on domestic and international equity markets and fixed income yields for the near term. The government continues
to monitor developments in equity and fixed income markets generally and specifically in connection with PSPIB’s portfolio. The full potential impact
of the COVID-19 pandemic on the actuarial assumptions used to measure the present value of the accrued benefit obligations and the market value of
PSPIB’s portfolio is unknown as it will depend on future developments that are uncertain. Such uncertainties include the duration and depth of the
pandemic. The government expects that the accrued benefit obligations and the market value of PSPIB’s portfolio will continue to be affected for the
near term.

(a) Overview of benefits
i. Pension benefits

The government sponsors a number of defined benefit pension plans covering substantially all the employees of the federal public service,
as well as certain Public Service corporations as defined in the Public Service Superannuation Act, territorial governments, members of
the Canadian Forces (including the Reserve Force), members of the Royal Canadian Mounted Police, federally appointed judges and
Members of Parliament, including Senators. The public service, Canadian Forces—Regular Force and Royal Canadian Mounted Police
pension plans represent the three main public sector pension plans sponsored by the government. In addition, some of the consolidated
Crown corporations and other entities maintain their own defined benefit pension plans covering substantially all of their employees. In
this note, the term “employees” is used in a general manner to apply to plan members of the different groups.

The defined benefit pension plans are designed to provide employees with a retirement income during their lifetime and, in the case of
government-sponsored plans, are indexed to inflation. The indexation for Crown corporations and other entities pension plans varies
depending on the specific plan. In the event of death, the pension plans also provide an income for a plan member’s eligible survivors and
dependants.
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Pension benefits generally accrue as follows:

For the three main public sector pension plans, pension benefits generally accrue based on a member’s average earnings during the
best five consecutive years of earnings and years of pensionable service. Plan members can accrue up to a maximum of 35 years at a
rate of 2% per year of pensionable service. Pension benefits are coordinated with the Canada and the Quebec Pension Plan benefits at
age 65.

For the Canadian Forces—Reserve Force pension plan, pension benefits accrue at a rate of 1.5% per year up to a maximum of 35 years
based on total pensionable service and pensionable earnings over the service period, and are coordinated with the Canada and the
Quebec Pension Plan benefits at age 65.

For the Members of Parliament retiring allowance plan, basic allowances accrue at a rate of 3% per year of pensionable service
multiplied by the average of the best five consecutive years of sessional indemnity and/or pensionable earnings up to a maximum of
75% of the plan member’s average sessional indemnity and/or pensionable earnings as applicable. For service after
December 31, 2015, retiring allowance benefits are coordinated with the Canada and the Quebec Pension Plan benefits at age 60.
Members of Parliament are entitled to benefits after they have contributed to the plan for at least six years.

For federally appointed judges, pension benefits do not have an explicit accrual rate. Instead, federally appointed judges may retire
with a pension equivalent to two thirds of the salary annexed to their office, once the member has completed 15 years of pensionable
service and the sum of the member’s age and years of service equals 80 or more.

For the consolidated Crown corporations and other entities pension plans, pension benefits accrue depending on the terms of the plans;
generally based on a combination of an accrual rate per year of pensionable service and pensionable earnings average as per plan
terms. Some plans are closed to new entrants.

ii. Other future benefits

In addition to pension plans, the government and the consolidated Crown corporations and other entities sponsor different types of future
benefit plans, with varying terms and conditions. The benefits are available to employees during or after employment or upon retirement.
Other future benefits include disability and associated benefits available to war veterans, current and retired members of the Canadian
Forces and the Royal Canadian Mounted Police, their survivors and dependants, health care and dental benefits available to retired
employees and their dependants, accumulated sick leave entitlements, severance benefits and workers” compensation benefits.

(b) Financing arrangements

The government has a statutory obligation to pay the pension benefits it sponsors. Pursuant to pension legislation, the transactions for
funded and unfunded pension benefits are tracked in the pension accounts within the accounts of Canada. The details (unaudited) of the
pension accounts can be found in Section 6 of this volume.

i. Funded pension benefits

Pension benefits are generally financed from employee and employer contributions, as well as investment earnings. Pension benefits
funded by the government relate to post March 2000 service that falls within the Income Tax Act limits for the three main public sector
pension plans and all service for the Canadian Forces—Reserve Force pension plan. An amount equal to contributions less benefit
payments and other charges is invested by the PSPIB. Funded pension benefits also relate to consolidated Crown corporations and other
entities where pension plans’ assets are held in external trusts that are legally separate from Crown corporations and other entities.

ii. Unfunded pension benefits

For unfunded pension benefits, separate invested funds are not maintained. These relate to all pre April 2000 service, and only to post
March 2000 service that falls above the Income Tax Act limits for the three main public sector pension plans, all service periods for the
pension plans of the federally appointed judges and Members of Parliament, and some of the consolidated Crown corporations and other
entities” pension plans. Employee and employer contributions for unfunded pension benefits sponsored by the government are part of
general government funds. Contributions amounted to $1,152 million ($3,254 million in 2019) of which $127 million ($86 million in 2019)
represents regular employer contributions, $956 million ($3,107 million in 2019) represents special employer contributions, and
$69 million ($61 million in 2019) represents employee contributions.

iii. Other future benefits

Other employee and veteran future benefits sponsored by the government and almost all of the other employee future benefits sponsored
by the consolidated Crown corporations and other entities are unfunded. The health care and dental plans for retired employees are
contributory plans, whereby contributions by retired plan members are made to obtain coverage. These contributions amounted
to $473 million ($456 million in 2019). The cost of benefits earned and benefits paid are presented net of these contributions. Additional
details can be found in Section 6 (unaudited) of this volume.
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(c) Actuarial valuations
i. For funding purposes

Pursuant to the Public Pensions Reporting Act, actuarial valuations of the pension plans sponsored by the government are performed at
least every three years to determine the state of the pension plans, as well as to assist in making informed decisions regarding the financing
of the government’s pension benefit obligations. The actuarial assumptions underlying the valuations are based on the actuary’s best
estimates.

The most recent triennial actuarial valuations were conducted as at March 31, 2016, for the Canadian Forces—Regular Force and Canadian
Forces—Reserve Force; as at March 31, 2017, for the public service pension plan; and as at March 31, 2018, for the Royal Canadian
Mounted Police pension plan. For the Members of Parliament and the federally appointed judges pension plans, the valuations as at
March 31, 2019, are currently in progress.

Federally regulated private pension plans sponsored by consolidated Crown corporations and other entities are governed by the provisions
of the Pension Benefits Standards Act, 1985 and are required to adhere to the directives of the Superintendent of Financial Institutions.
The actuarial valuations are conducted at least every three years, or more often depending on the financial situation of the plan.

ii. For accounting purposes

Actuarial valuations of the public sector pensions and other employee and veteran future benefits are performed every year to measure
and report the obligations and to attribute the costs of the benefits to the period. Actuarial valuations are conducted as at March 31, except
for some of the consolidated Crown corporations and other entities for which the actuarial valuations are conducted as at December 31.
The actuarial valuations are based on the most recent or in-progress actuarial valuation for funding purposes, as applicable, in regards to
the majority of the demographic assumptions. The other assumptions underlying the valuations are based on best estimates of the
government or of the management of the consolidated Crown corporations and other entities.

(d) Changes to benefits
Curtailments
No curtailments occurred this year.

In 2019, former employees of Atomic Energy of Canada Limited working at Canadian Nuclear Laboratories ceased active participation
in the public service pension plan. The impact of this curtailment resulted in a one-time past service cost reduction of $124 million and
the immediate recognition of a previously unrecognized net actuarial gain of $111 million for the public service pension plan. As well,
there was a one-time past service cost reduction of $28 million and the immediate recognition of a previously unrecognized net actuarial
loss of $16 million in regards to retirement benefits under the public service health care plan.

(e) Net future benefit liabilities and assets
The net future benefit liabilities and assets are comprised of different components. The details are as follows:
i. Accrued benefit obligations

The changes in the accrued benefit obligations during the year are as follows:

(in millions of dollars)

2020 2019
Pension benefits Pension benefits
Other Other
future future
Funded  Unfunded Total benefits Funded  Unfunded Total benefits
Accrued benefit obligations at beginning of year .............ccccovvcenne 149,067 204,155 353,222 178,994 138,495 198,000 336,495 147,283
Benefits earned...........cccoovvviiiiiie 7,194 493 7,687 8,334 6,872 433 7,305 6,807
Interest on average accrued benefit obligations ... 7,570 3,690 11,260 3,395 7,040 4,248 11,288 3,272
Benefits paid ..........cccovvriiiiie (4,082) (9,136) (13,218) (5,757) (3,680) (9,037) (12,717) (5,695)
Administrative expenses...... (84) (68) (152) (92) 7 (66) (143) (82)
Net transfers to other plans.......... (751) (74) (825) - (619) (64) (683) -
Curtailment costs (cost reductions).. - - - - (108) (16) (124) (28)
Actuarial 10SSes ..........cccverieireieninnn. . 7,399 17,876 25,275 47,146 1,144 10,657 11,801 27,437
Accrued benefit obligations at end of year ..., 166,313 216,936 383,249 232,020 149,067 204,155 353,222 178,994

Details can be found in Section 6 (unaudited) of this volume.
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Pension and other future benefit assets include investments held by the PSPIB and external trusts of consolidated Crown corporations and
other entities and contributions receivable from employees for past service buyback elections.

The changes in pension and other future benefit assets during the year are as follows:

(in millions of dollars)

Investments at beginning of year.
Expected return on average market-related value of investments...
Contributions

EMPIOYEES ...ttt

Public Service corporations, territorial governments and Crown
corporations and other entities...
Government
Benefits paid, transfers and others....
Actuarial gains
INVESTMENLS At BNA OF YEAT ...ttt
Contributions receivable from employees for past service

Total pension and other future benefit assets at end of year

2020 2019
Funded Other Funded Other
pension future pension future
benefits benefits benefits benefits

168,389 1 152,306 1
8,576 - 7,779 -
3,522 - 3,499 -
271 - 294 -
3,667 - 3,633 -
(4,914) - (3,982) -
1,538 - 4,860 -
181,049 1 168,389 1
632 - 632 -
181,681 1 169,021 1

Details can be found in Section 6 (unaudited) of this volume.

As at March 31, the market value of the investments is $181,190 million ($179,263 million in 2019). The actual loss on investments is
$632 million (return of $11,794 million in 2019) and the actual net rate of return on investments, calculated on a time-weighted basis

is -0.3% (7.1% in 2019) for the year.

iii. Net future benefit liabilities and assets

A reconciliation of the accrued benefit obligations to the amounts of net future benefit liabilities and assets follows:

(in millions of dollars)

2020 2019
Pension benefits Pension benefits
Other Other
future future
Funded  Unfunded Total benefits Funded  Unfunded Total benefits
Accrued benefit 0bligations ...........cccveeiiiiiiccce 166,313 216,936 383,249 232,020 149,067 204,155 353,222 178,994
Less: Pension and other future benefit assets .... 181,681 - 181,681 1 169,021 - 169,021 1
Subtotal (15,368) 216,936 201,568 232,019 (19,954) 204,155 184,201 178,993
Plus: Unrecognized net actuarial gains (less losses).... 10,780 (48,758)  (37,978)  (105,639) 17,914 (36,128)  (18,214) (65,129)
Less:
Contributions after measurement date up to March 31 ............ 8 - 8 - 10 - 10 -
Benefits paid after measurement date up to March 31 ............. - - - 2 - - - 2
SUBLOtALL ... (4,596) 168,178 163,582 126,378 (2,050) 168,027 165,977 113,862
Plus: Valuation allowance.............ccccoueriiiicniiiinicscas 416 - 416 - 399 - 399 -
Net future benefit liabilities (8SSEtS)........ceovrrerirereiirriiiisecs (4,180) 168,178 163,998 126,378 (1,651) 168,027 166,376 113,862
The net future benefit liabilities and assets are recognized and presented in the Consolidated Statement of Financial Position as follows:
Public sector pension liabilities®...............c.coveveveieererreeeiereeeene. 418 168,178 168,596 - 755 168,027 168,782 -
Other employee and veteran future benefit liabilities - - - 126,378 - - - 113,862
Less: Public sector pension assets* 4,598 - 4,598 - 2,406 - 2,406 -
Net future benefit liabilities (8SSELS).........cccovvrrrriiiiiiiiie (4,180) 168,178 163,998 126,378 (1,651) 168,027 166,376 113,862

Details can be found in Section 6 (unaudited) of this volume.
1

are in a net asset position as at March 31.

Public sector pension liabilities represent pension plans that are in a net liability position as at March 31, whereas public sector pension assets represent pension plans that
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(f) Benefit and interest expenses
The components of public sector pension and other employee and veteran future benefit expenses are as follows:

(in millions of dollars)

2020 2019
Pension benefits Pension benefits
Other Other
future future
Funded Unfunded Total benefits Funded Unfunded Total benefits
Benefit expense
Benefits earned, net of employee contributions 3,490 425 3,915 8,334 3,178 376 3,554 6,807
Curtailment costs (cost reductions) - - - - (108) (16) (124) (28)
Valuation allowance 17 - 17 - 311 - 311 -
Total benefit expense included in personnel expenses........... 3,507 425 3,932 8,334 3,381 360 3,741 6,779
Actuarial (gains) losses recognized during the year ... (1,273) 5,246 3,973 6,636 (1,056) 4,734 3,678 4,778
Actuarial (gains) losses recognized following plan
amendments, curtailments and settlements..................... - - - - (111) - (111) 16
Total actuarial (gains) 10SSES .........ccevvreiriririeiineeersieees (1,273) 5,246 3,973 6,636 (1,167) 4,734 3,567 4,794
Total benefit EXPENSE........cevvieiiiriceecse e 2,234 5,671 7,905 14,970 2,214 5,094 7,308 11,573
Interest expense
Interest on average accrued benefit obligations ..................... 7,570 3,690 11,260 3,395 7,040 4,248 11,288 3,272
Expected return on average market-related value of
TNVESTMENTS ... (8,576) — (8,576) — (7,779) - (7,779) -
Total iNterest EXPENSE .......c.cvviviriiirieieieieieieieieieieie e (1,006) 3,690 2,684 3,395 (739) 4,248 3,509 3,272

Details can be found in Section 6 (unaudited) of this volume.

Net actuarial losses of $10,609 million ($8,361 million in 2019) are presented in the Consolidated Statement of Operations and
Accumulated Deficit. The net actuarial losses are comprised of actuarial gains of $1,273 million ($1,167 million in 2019) on funded
pension benefits, actuarial losses of $5,246 million ($4,734 million in 2019) on unfunded pension benefits and actuarial losses of
$6,636 million ($4,794 million in 2019) on other future benefits.

(9) Actuarial assumptions

The assumptions used in the actuarial valuations for accounting purposes are based on the government’s or the consolidated Crown
corporations and other entities management’s best estimates of expected long-term experience and short-term forecasts, as well as the
majority of the demographic assumptions underlying the most recent or in-progress actuarial valuations for funding purposes, as
applicable. The assumptions include estimates of discount rates, future inflation, returns on investments, general wage increases,
workforce composition, retirement rates and mortality rates.

The discount rates used to measure the present value of the accrued obligations for public sector pensions and other employee and veteran
future benefits sponsored by the government are as follows:

— For funded pension benefits, the streamed expected rates of return on invested funds.

— For unfunded pension and other future benefits, the government’s cost of borrowing derived from the yields on the actual zero-
coupon yield curve for Government of Canada bonds which reflect the timing of the expected future cash flows.
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The principal actuarial assumptions used in measuring the accrued benefit obligations as at March 31 for government-sponsored benefits,
as well as the related benefit and interest expenses for the year, are as follows:

2020 2019
Accrued Benefit and Accrued Benefit and
benefit interest benefit interest
obligations expenses obligations expenses
Discount rates
Funded pension benefits* 5.6% 5.0% 5.8% 5.0%
Unfunded pension benefits?... 1.2% 1.9% 1.9% 2.2%
Other employee and veteran future benefits? ... 1.3% 1.9% 1.9% 2.2%
Expected rate of return on investments - 5.0% - 5.0%
Long-term rate of inflation 2.0% 2.0% 2.0% 2.0%
Long-term general Wage INCIBASE. ..........eueirieueireeieaiaieie ettt ettt en e 2.6% 2.6% 2.6% 2.6%
Assumed health care cost trend rates
Initial health care cost trend rate.... 4.9% 5.5% 5.5% 5.9%
Cost trend rate is expected to stabilize at. 4.5% 4.8% 4.8% 4.8%
Year that the rate is expected to stabilize 2029 2029 2029 2028

1 Inregards to funded pension benefits, the streamed discount rates used to measure the accrued benefit obligations are equivalent to the flat discount rates presented in the table;
the initial discount rates used to measure the benefit and interest expenses are presented in the table whereas the ultimate discount rates are expected to reach 5.9% by 2035
(6.0% by 2030 in 2019).

2 Inregards to unfunded pension and other future benefits, the discount rates disclosed in the table reflect weighted average discount rates derived from the computation of the
equivalent flat discount rate of each benefit plan. The equivalent flat discount rates are used to measure the costs of benefits earned, amendments, curtailments, settlements
and the interest expense.

The discount rates used to measure the significant classes of pensions and other employee future benefits sponsored by the consolidated
Crown corporations and other entities are based on a variety of methodologies. To measure the present value of their accrued benefit
obligations, these consolidated Crown corporations and other entities used expected rates of return on invested funds ranging from 5.0%
10 6.1% (5.3% to 6.3% in 2019) for the funded pension benefits, discount rates ranging from 1.8% to 3.8% (2.2% to 3.3% in 2019) for the
unfunded pension benefits and discount rates ranging from 1.3% to 3.8% (2.1% to 3.5% in 2019) for the other employee future benefits.
The long-term general wage increase ranged from 2.8% to 3.8% (2.8% to 3.8% in 2019). The long-term inflation rate has remained
consistent at 2.0% (2.0% in 2019).

The expected average remaining service life (EARSL) of the employees represent periods ranging from 5 to 23 years (4 to 23 years in
2019) according to the plan in question; more specifically, from 12 to 15 years (12 to 15 years in 2019) for the three main public sector
pension plans. The average remaining life expectancy (ARLE) of the benefit recipients under wartime veteran plans represent periods
ranging from 6 to 7 years (6 to 7 years in 2019).

(h) Sensitivity analysis

Changes in assumptions can result in significantly higher or lower estimates of the accrued benefit obligations. The table below illustrates
the possible impact of a 1% change in the principal actuarial assumptions.

(in millions of dollars)

2020 2019
Pension benefits Pension benefits
Other Other
future future
Funded Unfunded benefits Funded Unfunded benefits

Possible impact on the accrued benefit obligations due to:

Increase of 1% in discount rates .... (25,000) (28,600) (44,100) (22,400) (25,900) (32,500)

Decrease of 1% in discount rates... 32,600 35,700 62,200 29,100 32,600 45,100
Increase of 1% in rate of inflation 22,300 32,300 54,400 19,700 29,600 41,000
Decrease of 1% in rate of inflation ... (18,200) (26,800) (40,000) (16,200) (24,200) (30,000)
Increase of 1% in general wage increase . 7,700 800 300 7,000 1,000 300
Decrease of 1% in general wage increase..... (6,800) (1,100) (300) (6,200) (1,000) (300)
Increase of 1% in assumed health care cost trend rates.. - - 11,400 - - 10,100
Decrease of 1% in assumed health care cost trend rates..... - - (8,200) - - (7,300)
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11. Other liabilities

Other liabilities include:

(in millions of dollars)

2020 2019

Canada PENSION PIAN ACCOUNLS ..........oueuiiietiiiiteteiitet ettt ettt et st e et b bt b et beh e e et b e a e b eh e e b e b et b e bttt e b et e b eb et b e b e b e st 279 163
Others

GOVEINMENT ANNUILIES ACCOUNE ...ttt 115 123

Deposit and trust accounts............. 1,335 1,356

Other specified purpose accounts 4,322 4,263

5,772 5,742

TOTAL OTNET TIADIIILIES ...ttt 6,051 5,905

Details and the audited consolidated financial statements of the Canada Pension Plan can be found in Section 6 (unaudited) of this volume.

(a) Canada Pension Plan Accounts

As explained in Note 1, the financial activities of the Canada Pension Plan (CPP) are not included in these consolidated financial
statements.

The CPP is a federal/provincial social insurance program established by an Act of Parliament. It is compulsory and in operation in all
parts of Canada, except for the Province of Quebec. The objective of the program is to provide a measure of protection to workers and
their families against the loss of earnings due to retirement, disability or death. The CPP is financed from employees, employers and self-
employed workers contributions, as well as investments earnings. The CPP’s investments are held and managed by the Canada Pension
Plan Investment Board (CPPIB). As administrator of the CPP, the government’s authority to provide benefits is limited to the consolidated
net assets of the CPP. As at March 31, the fair value of the CPP’s consolidated net assets is $413,022 million ($396,480 million in 2019) for
the CPP Account and $2,615 million ($536 million in 2019) for the Additional CPP Account.

Pursuant to the Canada Pension Plan Act, the transactions of the CPP are recorded in the Canada Pension Plan Accounts (the Accounts)
within the accounts of Canada. The Accounts also record the amounts transferred to or received from the CPPIB. The $279 million
(%163 million in 2019) balance in the Accounts represents the CPP’s deposit with the Receiver General for Canada and, therefore, is
reported as a liability. The CPP’s deposit with the Receiver General for Canada is comprised of the CPP Account balance of $260 million
($152 million in 2019) and the Additional CPP Account balance of $19 million ($11 million in 2019).

(b) Others

Deposit and trust accounts are a group of liabilities representing the government’s financial obligations in its role as administrator of
certain funds that it has received or collected for specified purposes and that it will pay out accordingly. The net liability of the government
is presented after reducing applicable accounts for securities held in trust. Certain accounts earn interest which is charged to interest on
the public debt. One of the largest deposit and trust accounts is the Indian band funds account in the amount of $544 million ($580 million
in 2019). This account was established to record funds belonging to Indian bands throughout Canada pursuant to the Indian Act.

Other specified purpose accounts are liability accounts that are used to record transactions made under authorities obtained from
Parliament through either the Financial Administration Act or other specific legislation. Certain accounts earn interest which is
charged to interest on the public debt. The largest other specified purpose account is the Public Service Death Benefit Account totalling
$3,880 million ($3,800 million in 2019). This account was established under the Public Service Superannuation Act to provide life
insurance to contributing members of the public service.
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12. Cash and cash equivalents

Cash consists of public moneys on deposit and cash in transit less outstanding cheques and warrants. Cash equivalents consist mainly of
term deposits usually not exceeding 31 days.

Cash and cash equivalents are as follows:

(in millions of dollars)

2020 2019

33,892 29,190
Cash equivalents..... 3,350 8,445
Total Cash aNd CASN QUIVAIENTS .........c.iuiuiiiiiiiiitiiiiei ittt b bbb bbb bbb bbb bbb bbb bbb bbb 37,242 37,635

Details can be found in Section 7 (unaudited) of this volume.

1 Included in cash is $20,000 million ($20,000 million in 2019) which has been designated as a deposit held at the Bank of Canada with respect to prudential liquidity
management undertaken by the government.

13. Taxes and other accounts receivable

Taxes receivable include taxes, interest, penalties, and other revenues assessed or estimated but not yet collected as at March 31. They
also include other receivables for amounts collectible through the tax system such as provincial and territorial taxes, Employment
Insurance premiums and Canada Pension Plan contributions receivable from individuals and employers as applicable.

Other accounts receivable represent billed or accrued financial claims arising from amounts owed to the government at year end, and cash
collateral pledged to counterparties.

Significant accounting policies

Tax revenues and other revenues that were not collected at year end are reported as taxes receivable and other accounts receivable on the Consolidated
Statement of Financial Position.

Taxes and other accounts receivable are measured at amortized cost. An allowance for doubtful accounts is recorded where recovery is considered
uncertain.

The allowance for doubtful accounts for tax receivables is management’s best estimate of the uncollectible amounts that have been assessed, including
the related interest and penalties. The annual provision for the allowance for doubtful accounts is reported as a bad debt expense which is charged
against other expenses.

The allowance for doubtful accounts for tax receivables has two components. A general allowance is calculated based on the age and type of tax accounts
using rates based on historical collection experience. A specific allowance is calculated based on an annual review of all accounts over $10 million. The
allowance for doubtful accounts is adjusted every year through a provision for doubtful accounts and is reduced by amounts written off as uncollectible
during the year.

Measurement uncertainty

Tax receivable and the allowance for doubtful accounts are subject to measurement uncertainty due to the use of estimates of amounts not yet
assessed/reassessed based on cash received as well as taxpayer objections to assessed federal tax.

Key assumptions used in estimating tax revenues are tax instalments, historical information on refund rates, payments received on filing tax returns,
and amounts receivable assessed.

Assumptions in the methodologies applied to estimate the individual income tax revenues, GST/HST revenues and allowance for doubtful accounts
were refined to take in consideration the current economic climate and the extensions provided to taxpayers to file and pay their tax returns. Historical
experiences related to the estimates tax receivables and payables, and the allowance for doubtful accounts, may not be relevant to predict future outcomes
which may lead to a greater possibility of a material variance in the upcoming year.
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(a) Taxes receivable

The government has established an allowance for doubtful accounts of $15,658 million ($14,559 million in 2019) and has recorded a bad
debt expense of $4,265 million ($3,766 million in 2019).

The details of the taxes receivable and allowance for doubtful accounts are as follows:

(in millions of dollars)

2020 2019
Total Allowance Total Allowance
taxes for doubtful taxes for doubtful
receivable accounts Net receivable accounts Net
Income taxes receivable
Individuals.... 67,819 8,265 59,554 70,466 7,561 62,905
Employers ... 20,849 1,192 19,657 21,993 1,152 20,841
Corporations 19,597 2,834 16,763 20,297 2,976 17,321
Non-residents ... 2,135 130 2,005 2,027 97 1,930
Goods and services tax receivable... 24,148 2,951 21,197 24,595 2,492 22,103
Customs import duties receivable 647 95 552 809 80 729
Other excise taxes and duties receivable .... 1,561 191 1,370 1,933 201 1,732
TOLAL et 136,756 15,658 121,098 142,120 14,559 127,561

Details can be found in Section 7 (unaudited) of this volume.

(b) Other accounts receivable

Billed or accrued financial claims arising from amounts owed to the government total $6,927 million ($6,136 million in 2019) and are
presented net of an allowance for doubtful accounts of $1,527 million ($1,454 million in 2019). Further details can be found in Section 7
(unaudited) of this volume.

Cash collateral pledged to counterparties of $9,975 million ($7,163 million in 2019) represents collateral support under International
Swaps and Derivatives Association (ISDA) master agreements in respect of outstanding cross-currency swap arrangements. Further details
can be found in Note 18.

14. Foreign exchange accounts

Foreign exchange accounts represent financial claims and obligations of the government as a result of Canada’s foreign exchange
operations. The investments held in the Exchange Fund Account are to provide general liquidity and to promote orderly conditions in the
foreign exchange market for the Canadian dollar.

Significant accounting policies

Short-term deposits, marketable securities and special drawing rights held in the foreign exchange accounts are recorded at cost. Marketable securities
are adjusted for amortization of purchase discounts and premiums. Purchases and sales of securities are recorded at the settlement date. Transaction costs
are expensed as incurred for all classes of financial instruments.

The government assesses at the end of each reporting period whether there has been a loss in the value of the investments held in the foreign exchange
accounts. When conditions indicate a loss in value that is other than a temporary decline, the carrying value of the investment is written down to reflect
its recoverable amount. A loss in value of a portfolio investment that is other than a temporary decline occurs when the actual value of the investment to
the government becomes lower than the carrying value and the impairment is expected to remain for a prolonged period.

Investment income earned with respect to foreign exchange accounts, as well as write-downs to reflect other-than-temporary declines in the value of
securities, are included in net foreign exchange revenues.

Canada’s subscriptions to the capital of the International Monetary Fund and loans to the International Monetary Fund are recorded at cost.

Measurement uncertainty

There are no significant measurement uncertainties related to foreign exchange accounts.
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As at March 31, 2020, the fair value of the marketable securities held in the Exchange Fund Account is $98,338 million ($91,051 million
in 2019), established using market quotes or other available market information. Further details on these investments are provided in the
unaudited financial statements of the Exchange Fund Account in Section 8 of this volume.

Subscriptions and loans to the International Monetary Fund (IMF) and special drawing rights allocations are denominated in special
drawing rights (SDR). The SDR serves as the unit of account for the IMF and its value is based on a basket of key international currencies
(US dollar, Euro, Japanese yen, British pound sterling and Chinese renminbi). Canada participates in two lending arrangements with the
IMF along with a group of other member countries. Collectively, maximum direct lending under these arrangements is limited to no more
than the equivalent of SDR 12,074 million ($23,195 million) at March 31, 2020.

The following table presents the balances of the foreign exchange accounts:

(in millions of dollars)

2020 2019
International reserves held in the Exchange Fund Account
Cash and cash equivalents
US AOHTAT ...tk h £tk b bbbt b e b heE b e b€k b b e R e bbb bRttt b ettt 6,014 4,904
488 250
British pound sterling 168 450
Japanese yen 14 6
Short-term deposits—US dollar - 268
6,684 5,878
Marketable securities!
US AOHTAK <.tttk h et bbb e b et bbb h oAb e b h b e bR £ bbb Rttt b et nea 62,636 59,234
17,538 17,646
British pound sterling 8,045 9,775
Japanese yen 5,266 3,678
93,485 90,333
SPECHAL ArAWING FIGNTS ...ttt bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb 11,848 10,989
Total international reserves held in the EXChange FUNG ACCOUNE..........c.iiiiiiiiiiiiiiiiiiieieieiei e 112,017 107,200
International Monetary Fund
Subscriptions.... 21,178 20,449
Loans 368 546
JLILC ] LSOO OUPRSEUPROPRRRRURROO 133,563 128,195
Less: International Monetary Fund
Special drawing rights allocations .... 11,504 11,108
Notes payable 17,156 17,399
TOTAL .. bbb 28,660 28,507
Total fOreign EXCHANGE ACCOUNTS ........vivtititiiieteietet ettt eb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb 104,903 99,688

Details can be found in Section 8 (unaudited) of this volume.
1 Interest earned on marketable securities was $1,458 million ($1,492 million in 2019).
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15. Enterprise Crown corporations and other government business enterprises

The net assets and liabilities of enterprise Crown corporations and other government business enterprises are recognized as an investment
by the government. In addition, the government has loans and advances receivable from these entities.

Significant accounting policies

Investments in enterprise Crown corporations and other government business enterprises are recorded under the modified equity method whereby the
cost of the government’s equity is reduced by dividends received and adjusted to include the annual profits and losses of these corporations, after
elimination of unrealized inter-organizational gains and losses. All of these corporations follow International Financial Reporting Standards (IFRS).
Under the modified equity method, the corporations’ accounts are not adjusted to the government’s basis of accounting and other comprehensive income
or loss is recorded directly to the government’s accumulated deficit and net debt.

Some enterprise Crown corporations provide loans to borrowers outside the reporting entity of the government. Some of these loans will be repaid
through future appropriations of the government under various subsidy programs which provide funds directly related to the repayment of the loan. For
these loans receivable, the amount expected to be repaid from future appropriations is recorded to reduce the carrying value of the loan to an amount
that approximates the amount to be recovered from sources outside the reporting entity of the government.

Measurement uncertainty

Each enterprise Crown corporation and other government business enterprise has measurement uncertainties which are inherent to their organization
such as those relating to pension and employee future benefits and other liabilities. Measurement uncertainty exists with regards to the estimate of the
amount of loans that are expected to be repaid through future appropriation which is based upon the amount qualified borrowers are expected to receive
under various government subsidy programs and the percentage of the subsidy expected to be applied to the outstanding loan balance.

(a) Enterprise Crown corporations and other government business enterprises

The following table presents the government’s recorded loans, investments and advances in significant enterprise Crown corporations and
other government business enterprises:

(in millions of dollars)

2020 2019
Investments
Canada Mortgage and Housing Corporation 15,430 14,952
Export Development Canada..... 8,722 9,449
Farm Credit Canada. 7,252 6,429
Business Development Bank of Canada .. 8,892 7,714
Canada Port Authorities ..........c..cc.c...... 3,864 3,499
Canada Deposit Insurance Corporation 3,480 2,985
Canada Development Investment Corporation 354 320
2,205 (972)
540 1,285
Total investments ... 50,739 45,661
Loans and advances
Farm Credit Canada 32,653 29,862
Business Development Bank of Canada .. 23,405 22,235
Canada Mortgage and Housing Corporation.... 14,377 8,095
Canada Development Investment Corporation ... 6,255 4,790
432 454
Total [08NS ANA AAVANCES ..ot 77,122 65,436
Less:
Loans expected to be repaid from future @PProPriations ............ccooviurueiiieiiiiieiei et 2,718 2,885
Unamortized diSCOUNES AN PIEMIUMS .........c.vuiuirieieieieitis ittt 35 43
2,753 2,928
Total loans, investments and advances to enterprise Crown corporations and other government business enterprises...........c.c....... 125,108 108,169

Details can be found in Section 9 (unaudited) of this volume.
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The following table presents the summary financial position and results of enterprise Crown corporations and other government business
enterprises:

(in millions of dollars)

2020 2019
Government, Government,
Crown Crown
corporations corporations
Third and other Third and other
Parties entities Total Parties entities Total
Assets
FINANCIAl @SSELS......eveuieeiiiiee e 518,555 123,086 641,641 415,876 116,038 531,914
Non-financial assets .... 19,861 19,861 17,537 17,537
Total assets... 538,416 123,086 661,502 433,413 116,038 549,451
Liabilities.... 500,589 109,241 609,830 412,800 90,492 503,292
Equity of Canada as reported 51,672 46,159
Elimination adjustments (933) (498)
Equity 0f CaNada ..o 50,739 45,661
Revenues .... 27,218 4,865 32,083 26,997 4,542 31,539
Expenses 25,999 2,434 28,433 23,551 2,298 25,849
Profit as reported.... 3,650 5,690
Adjustments and others (62) 230
Profit 3,588 5,920

Other changes in equity
Equity adjustments and Other.............cccooriririinininiiiiieeee (190) -

Other comprehensive income (loss) 3,482 (232)
Dividends!. . (3,618) (6,427)
Capital...... 1,816 125
5,078 (614)
Equity of Canada at beginning of year ............cccoceeviniiiincinicce 45,661 46,275
Equity of Canada at end of Year..........c.coeevreinncinnccrcessee 50,739 45,661
Contingent liabilities 3,939 3,877
Contractual obligations 47,788

Details can be found in Section 9 (unaudited) of this volume.

1 Amounts reported as dividends include $1,515 million ($3,680 million in 2019) from Canada Mortgage and Housing Corporation, nil ($1,010 million in 2019) from Export
Development Canada, $1,323 million ($1,169 million in 2019) from the Bank of Canada and $395 million ($364 million in 2019) from Farm Credit Canada.

2 Amounts reported as capital include a purchase of common shares of $1,406 million ($125 million in 2019) from Business Development Bank of Canada and $500 million
(nil in 2019) from Farm Credit Canada.

(b) Non-public property

Non-public property (NPP), as defined under the National Defence Act, consists of money and property contributed to or by Canadian
Forces members and is administered for their benefit and welfare by the Canadian Forces Morale and Welfare Services (CFMWS). The
CFMWS is responsible for delivering selected morale and welfare programs, services and activities through three operational divisions,
Canadian Forces Exchange System (CANEX), Personnel Support Programs and Service Income Security Insurance Plan (SISIP) Financial
Services. Under the National Defence Act, NPP is explicitly excluded from the Financial Administration Act. The government provides
some services related to NPP activities such as accommodation and security for which no amount is charged. The cost of providing these
services is included in the consolidated financial statements of the Government of Canada. In 2020, CFMWS administered estimated
revenues and expenses of $377 million ($410 million in 2019) and $410 million ($405 million in 2019) respectively and had net equity
of $764 million at March 31, 2020 ($784 million at March 31, 2019). These amounts are excluded from the consolidated financial
statements of the Government of Canada.
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16. Other loans, investments and advances

Other loans, investments and advances are financial claims to debt instruments held by others that are owing to the government and
ownership interests acquired through the use of parliamentary appropriations, excluding investment in enterprise Crown corporations and
other government business enterprises.

Significant accounting policies

Other loans, investments and advances are initially recorded at cost and are discounted to reflect their concessionary terms or their net recoverable value.
Concessionary terms include cases where loans are made on a long-term, low interest or interest-free basis.

When necessary, an allowance for valuation is recorded to reduce the carrying value of other loans, investments and advances to amounts that
approximate their net recoverable value. The allowance for valuation for other loans, investments and advances, reflects the possibility of losses
associated with potential default. The determination of the valuation allowance considers the credit risk of borrowers, collateral provided as well as
previous repayment history. When they are determined to be uncollectible, other loans, investments and advances are written off. Subsequent recoveries
are recorded as revenue when received.

Measurement uncertainty

Other loans, investments and advances are subject to measurement uncertainty due to the use of estimates relating to the allowance for valuation that
reflects the possibility of losses associated with potential defaults, as well as for determining whether investments are concessionary in nature and the
valuation of the concession.

The estimate of the provision for other loans, investments and advances is regularly reviewed and refined in light of several factors, including: historical
loan loss rates, residual values, expert judgment, management assumptions, and model-based approaches that consider current economic conditions.
Similarly, any changes to the terms of Canada’s investments (such as changes to the discount rate, the expected return on investment, and how much of
the initial capital is expected to be returned) would result in a review of the estimates used to determine any associated concessions.

The following table presents a summary of the balances of other loans, investments and advances by category:

(in millions of dollars)

2020 2019
National governments, including developing countries and international organizations
National governments including developing countries 450 882
International organizations 24,924 23,741
TOTAL ..o 25,374 24,623

Other loans, investments and advances
Loans for the development OF EXPOIT TrAGE .........oveuiiiieiiiieit ettt b et eebenea 1,028 446

Provincial and territorial governments 347 407
Unconditionally repayable contributions . 4,235 3,732
Other loans, investments and advances. 26,149 25,939
31,759 30,524
57,133 55,147
29,739 29,404
27,394 25,743

Details can be found in Section 9 (unaudited) of this volume.
Interest earned on other loans, investments and advances was $821 million ($1,010 million in 2019).
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The following table presents a summary of the balances of other loans, investments and advances by currency:

(in millions of dollars)

2020 2019
Loans, investments Foreign Loans, investments Loans, investments

and advances in exchange and advances in and advances in

base currency rate CAD CAD
[0 13 o =g T (o] | F- T OO UORT 52,056 52,056 51,235
US dollar................. 3,100 1.4076 4,364 3,628
Special drawing rights. 357 1.9211 686 267
Various other currencies . . 27 17
TOMAL . 57,133 55,147

Loans to national governments consist mainly of loans for financial assistance totalling nil ($400 million in 2019), international
development assistance to developing countries totalling $71 million ($85 million in 2019), and development of export trade totalling
$379 million ($397 million in 2019) which are administered by Export Development Canada. Certain loans are non-interest bearing and
others bear interest at rates varying from 0.1% to 10.3%. These loans are repayable over 1 to 28 years, with final instalments due in 2045.

Loans, investments and advances to international organizations include subscriptions to the share capital of international banks totalling
$15,602 million ($15,098 million in 2019) as well as loans and advances to associations and other international organizations totalling
$9,323 million ($8,644 million in 2019). These subscriptions are composed of both paid-in and callable capital. The majority of these
investments are treated as concessionary as they do not provide a return on investment, but are repayable on termination of the organization
or withdrawal from it. Most loans and advances to international organizations are made to banks and associations that use these funds to
make loans to developing countries at significantly concessionary terms.

Loans for the development of export trade are either non-interest bearing or bear interest at rates varying from 1.0% to 9.0% and are
administered by Export Development Canada. Collateral of $199 million ($189 million in 2019) is held on these loans and they are
repayable over 1 to 4 years with final instalments due in 2022.

Loans to provinces and territories include loans made under relief acts and other legislation. Loans totalling $343 million ($403 million
in 2019) are non-interest bearing and will be repaid by reducing transfer payments over 1 to 8 years.

Unconditionally repayable contributions are in substance loans aimed at stimulating economic development or for assistance. They bear
various interest rates, some of which have concessional terms, and are repayable at various due dates with final instalments due within
4 to 25 years of initial disbursement.

Other loans, investments and advances include loans under the Canada Student Loans Program, and other investments in bonds, market
funds and fixed income securities. Loans under the Canada Student Loans Program of $22,081 million ($21,164 million in 2019) are
provided interest-free to full-time students and afterward bear interest at either a variable prime rate plus 2.5% or a fixed prime rate
plus 5.0%. Following Budget 2019 announcement, interest rates were changed so that as of November 1, 2019, the loans bear interest at
either a variable rate (prime rate) or a fixed rate (prime rate plus 2.0%). The repayment period is generally 10 years. To support borrowers
during the COVID-19 pandemic the Government of Canada suspended repayments of Canada Student Loans and Canada Apprentice
Loans for the period of March 30, 2020, to September 30, 2020. During this time, no interest will accrue on these loans. Other investments
were $2,423 million ($2,289 million in 2019).
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17. Tangible capital assets and inventories

Tangible capital assets consist of acquired, built, developed or improved tangible assets whose useful lives extend beyond the fiscal year and
which are intended to be used on an ongoing basis for producing goods or delivering services, including military activities. Tangible capital
assets include land; buildings; works and infrastructure; machinery and equipment including computer hardware and software; vehicles
including ships, aircraft and others; leasehold improvements; and assets under construction. Tangible capital assets also include assets under
capital lease. Renewal options for assets under capital leases are typically for periods of 3 to 5 years and are exercisable at the discretion
of the lessee. Detailed information on tangible capital assets is provided in Section 10 (unaudited) of this volume.

Inventories are comprised of spare parts and supplies held for future program delivery and are not primarily intended for resale.

Significant accounting policies

The costs of acquiring land, buildings, equipment and other capital property are capitalized as tangible capital assets and, except for land, are amortized
to expense over the estimated useful lives of the assets. For certain tangible capital assets where the costs were not readily available, such as older
buildings, estimated current costs have been extrapolated retrospectively in a systematic and rational manner to approximate original costs. When
significant parts of a tangible capital asset have different useful lives, they may be accounted for as separate items (major components) of capital assets
with amortization being recognized over the useful life of each major component. Estimated useful lives of assets are included in the table below.

Assets acquired under capital leases are recorded at the present value of the minimum lease payments using the appropriate discount rate, which is
generally the lower of the interest rate implicit in the lease and government’s rate of incremental borrowing at the inception of the lease. These assets
are amortized over the lease term or the estimated useful life of the asset in accordance with the asset type when terms allow ownership to pass to the
government. The corresponding lease obligations are recorded under unmatured debt on the Consolidated Statement of Financial Position.

When conditions indicate that a tangible capital asset no longer contributes to the government’s ability to provide goods and services, or that the value
of future economic benefits associated with the tangible capital asset is less than its net book value, the cost of the tangible capital asset is reduced to
reflect the decline in the asset’s value.

Tangible capital assets do not include immovable assets located on reserves as defined in the Indian Act; works of art, museum collections and Crown land
to which no acquisition cost is attributable; and intangible assets. Acquisitions of works of art and museum collections consisting mainly of paintings,
sculptures, drawings, prints, photographs, monuments, films and videos are expensed in the fiscal year in which they are acquired.

Inventories are valued at cost. Inventories that no longer have service potential are valued at the lower of cost or net realizable value. Items for which
the costs are not readily available are valued using management’s best estimate of original cost, based on available information.

Measurement uncertainty

Tangible capital assets are subject to measurement uncertainty due to the estimation of the expected useful lives of the assets. In determining the expected
useful lives, factors taken into account include experience, industry trends, changing technologies and expectations for the in-service period of these
assets.

The appropriateness of useful lives of assets and amortization methods is assessed periodically, with the effect of any changes in estimate accounted for
on a prospective basis. Changes to useful life estimates would affect future amortization expenses and future carrying values of tangible capital assets.

Judgment is used in determining the appropriate level of componentization when a tangible capital asset comprises individual components for which
different amortization rates are appropriate.

Inventory is subject to measurement uncertainty due to the estimation of allowances for pricing errors and the value of dormant inventory.
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Except for land, the cost of tangible capital assets used in government operations is generally amortized on a straight-line basis over the
estimated useful life of the asset as follows:

Buildings
Works and infrastructure!
Machinery and equipment
Vehicles......ccouviinnnns

Leasehold improvements .
Assets under construction .
Assets under capital leases....

10 to 125 years
10 to 80 years
2 to 30 years

2 to 40 years
lesser of useful life of improvement or lease term
once in service, in accordance with asset type

in accordance with asset type or over the lease term

! Except for the Confederation Bridge, which is amortized over 100 years.

The following table presents a summary of the transactions and balances for the main categories of tangible capital assets:

(in millions of dollars)

Cost Accumulated amortization
Amorti- Net book  Net book
Opening  Acqui- Dispo-  Adjust-  Closing Opening zation Dispo-  Adjust- Closing value value
balance sitions sals ments®  balance balance expense sals ments balance 20202 2019
2,100 20 (5) 6 2,121 - - - - - 2,121 2,100
Buildings 35,165 61 (127) 1,349 36,448 17,723 977 (100) 28 18,628 17,820 17,442
Works and
infrastructure........... 18,872 308 (220) 3,507 22,467 9,906 577 (179) 7 10,311 12,156 8,966
Machinery and
equipment............... 38,514 1,003 (700) 970 39,787 26,769 1,976 (660) (295) 27,790 11,997 11,745
Vehicles........oooceennne 42,890 249 (788) 1,589 43,940 28,065 1,855 (763) (509) 28,648 15,292 14,825
Leasehold
improvements......... 3,477 36 (39) 478 3,952 2,339 184 (26) 4 2,501 1,451 1,138
Assets under
construction... 20,188 8,299 3 (99) (8,257) 20,131 - - - - - 20,131 20,188
Assets under
capital leases ......... 4,668 310 ®  (160) 77 4,895 2,130 221 (160) (10) 2,181 2,714 2,538
Total ..o, 165,874 10,286 (2,138) (281) 173,741 86,932 5,790 (1,888) (775) 90,059 83,682 78,942

1 Adjustments include assets under construction of $8,008 million ($6,472 million in 2019) that were transferred to other categories upon completion of the assets.

2 The government has $43 million ($83 million in 2019) in net book value of capital assets with an original acquisition cost of $1,199 million ($1,743 million in 2019) that
have been declared surplus. Upon physical disposal, the government’s investment in the tangible capital asset will be removed.

3 Acquisitions of $275 million ($1,115 million in 2019) in assets under construction through public-private partnership arrangements, including $89 million ($85 million
in 2019) in interest, and $310 million ($8 million in 2019) in assets under capital leases do not involve the use of cash and are therefore excluded from the Consolidated

Statement of Cash Flow.
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18. Financial instruments

The government uses various financial instruments to manage financial risks associated with its financial assets and liabilities. The
government does not hold or use derivative instruments for trading or speculative purposes.

(a) Derivative financial instruments
i. Swap agreements

Government debt is issued at both fixed and variable interest rates and is denominated in Canadian dollars, US dollars and Euros. The
government has entered into cross-currency swap agreements to facilitate management of its debt structure. Using cross-currency swap
agreements, Canadian dollar and other foreign currency debt has been converted into US dollars or other foreign currencies with either fixed
interest rates or variable interest rates. As a normal practice, the government’sswap positions are held to maturity.

The interest paid or payable and the interest received or receivable on all swap transactions are recorded as part of public debt charges.
Unrealized gains or losses due to fluctuations in the foreign exchange value of the swaps are presented in the cross-currency swap
revaluation account and are recognized as part of net foreign exchange revenues in the Consolidated Statement of Operations and
Accumulated Deficit.

The government enters into two-way Credit Support Annex agreements for cross-currency swaps with certain counterparties pursuant to
International Swaps and Derivatives Association (ISDA) master agreements. Under the terms of those agreements, the government may
be required to pledge and/or receive eligible collateral relating to obligations to the counterparties. In the normal course of business, these
pledged collateral amounts (which may include cash and/or securities) will be returned to the pledgor when there are no longer any
outstanding obligations. At March 31, 2020, cash collateral pledged of $9,975 million ($7,163 million in 2019) is recorded in other
accounts receivable, and cash collateral received of $152 million ($165 million in 2019) is recorded in other liabilities. In addition, the
government holds collateral in securities from counterparties with a nominal amount of $2,384 million and fair value of $2,776 million
(nominal amount of $2,207 million and fair value of $2,602 million in 2019), which has not been recognized in the statement of financial
position as the government does not obtain economic ownership unless the pledgor defaults.

Cross-currency swaps with contractual principal amounts outstanding at March 31, stated in Canadian dollars, are as follows:

(in millions of dollars)

Maturing year 2020

12,450
7,601
7,563

10,296

8,589

2026 QNG SUDSEOUENL ...ttt ettt sttt ettt et es et eb et ee et es e b es e s e eeebeae b eh e s £ oo ek es e b ehes £ o e e b e R e b e b e R £ o e e b eh e b eh e s £ e eEeh e E e b e s £ e e e b eh e b e b e Rt e e e b eh e b e b e s e et eb e R et e b eh et et e sttt enenan 42,448

TOTA . £ £ £ £ L £ L £ L 88,947

ii. Foreign exchange forward agreements

The government’s lending arrangements with the International Monetary Fund (IMF), included in the foreign exchange accounts, are
denominated in special drawing rights (SDR). However, the government typically funds these loans with US dollars. Consequently, since
the value of the SDR is based upon a basket of key international currencies (US dollar, Euro, Japanese yen, British pound sterling and
Chinese renminbi), a currency mismatch results, whereby fluctuations in the value of the loan asset are not equally offset by fluctuations
in the value of the related funding liability. Therefore, the government enters into forward agreements to hedge this foreign exchange risk.

Unrealized gains or losses due to fluctuations in the foreign exchange value of these agreements are recorded in accounts payable and
accrued liabilities and are recognized as part of the net foreign exchange revenues in the Consolidated Statement of Operations and
Accumulated Deficit.

The notional principal amount of a foreign exchange forward agreement refers to the principal amount used to calculate contractual cash
flows. This amount does not represent an asset or liability, and is not included in the Consolidated Statement of Financial Position. Foreign
exchange forward agreements outstanding at March 31, with notional principal amounts in Canadian dollars of $3,074 million
(%$2,065 million at March 31, 2019), mature during the next fiscal year.

iii. Credit risk related to swap and foreign exchange forward agreements

The government manages its exposure to credit risk by dealing principally with financial institutions having acceptable credit ratings,
based on external credit ratings and internal credit analysis, in accordance with the Statement of Investment Policy for the Government
of Canada.

Credit risk is also managed through collateral provisions in swap and foreign exchange forward agreements. Collateral pledged by
counterparties to the government may be liquidated in the event of default to mitigate credit losses.
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The government does not have a significant concentration of credit risk with any individual institution and does not anticipate any
counterparty credit loss with respect to its swap and foreign exchange forward agreements.

The following table presents the contractual or notional principal amounts of the swap and foreign exchange forward agreements organized
by credit ratings based on published Standard & Poor’s credit ratings and stand-alone credit profiles at year end:

(in millions of dollars)

Credit ratings 2020 2019
29,462 28,050
40,881 37,966
21,678 19,193
92,021 85,209

(b) Managing foreign currency and interest rate risks and sensitivity analysis to foreign currency exposures

Foreign currency and interest rate risks are managed using a strategy of matching the duration and the currency of the foreign exchange
accounts assets and the related foreign currency borrowings of the government. At March 31, 2020, assets within the foreign exchange
accounts and their related foreign currency borrowings substantially offset each other on a market value basis. Accordingly, the impact of
price changes affecting these assets and the liabilities funding these assets naturally offset each other, resulting in no significant impact to the
government’s net debt.

Assets related to the IMF are only partially matched by related foreign currency borrowings as they are denominated in SDRs, however,
foreign exchange risks relating to loans to the IMF have been managed through entering into various foreign exchange forward agreements.

The majority of the government foreign currency assets and related liabilities are held in four currency portfolios: the US dollar, the Euro,
the British pound sterling and the Japanese yen. At March 31, 2020, a 1% appreciation in the Canadian dollar as compared to the US
dollar, the Euro, the British pound sterling and the Japanese yen would result in a foreign exchange gain of $2 million due to the exposure
of the US dollar portfolio, a foreign exchange gain of $3 million due to the exposure of the Euro portfolio, a foreign exchange gain of
$1 million due to the exposure of the Japanese yen portfolio and a foreign exchange loss of $2 million due to the exposure of the British
pound sterling portfolio.

The net foreign exchange gain included in net foreign exchange revenues, other revenues and other expenses on the Consolidated
Statement of Operations and Accumulated Deficit amounts to $135 million (net foreign exchange gain of $31 million in 2019).

(c) Fair value information

The carrying values of other accounts payable and accrued liabilities, interest and matured debt, cash and cash equivalents, other accounts
receivable and other loans, investments and advances are assumed to approximate their fair values due to their short-term to maturity or
allowances recorded to reduce their carrying values to amounts that approximate their estimated realizable values.

The following table presents the fair value of derivative financial instruments with contractual or notional principal amounts outstanding
at March 31:

(in millions of dollars)

2020 2019
Principal Fair Principal Fair
amount value amount value
CTOSS-CUMTENCY SWAPS «...eestetetststetetst ettt 88,947 (10,877) 83,144 (7,033)
Foreign exchange forward agreements 3,074 (21) 2,065 11
TOTAL oo 92,021 (10,898) 85,209 (7,022)

Fair values of the swap and foreign exchange forward agreements are the estimated amount that the government would receive or pay,
based on market factors, if the agreements were terminated on March 31. They are established by discounting the expected cash flows of
the swap and foreign exchange forward agreements, calculated from the contractual or notional principal amounts, using year-end market
interest and exchange rates. A positive (negative) fair value indicates that the government would receive (make) a payment if the
agreements were terminated on March 31.
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19. Contractual obligations and contractual rights
(a) Contractual obligations

The nature of government activities results in large multi-year contracts and agreements, including international treaties, protocols and
agreements of various size and importance. Detailed information on contractual obligations is provided in Section 11 (unaudited) of this
volume.

Significant accounting policies

Contractual obligations are financial obligations of the government to others that will become liabilities when the terms of those contracts or agreements
for the acquisition of goods and services or the provision of transfer payments are met. Major outstanding contractual obligations are disclosed when
terms allow for a reasonable estimate. Contractual obligations do not include the government's obligations related to ongoing programs such as health,
welfare, education and major transfers to provinces and persons. In these cases, the government does not have a contractual obligation to others and
maintains complete discretion as to whether to modify the delivery of these programs.

Measurement uncertainty

While there are no significant measurement uncertainties related to contractual obligations, some measurement uncertainty is inherent in all estimates.
Contractual obligations for transfer payment agreements and international organizations are subject to some measurement uncertainty due to the terms
and conditions of certain agreements resulting in contractual obligations. Certain obligations are dependent upon a future activity of the other party to
the agreement, requiring the use of estimates in the disclosure of future expenses. These estimates also include factors such as experience or general
economic conditions.

Major contractual obligations that will generate expenditures in future years and that can be reasonably estimated are summarized as
follows:

(in millions of dollars)

Transfer
payment Capital assets Operating International
Minimum payments to be made in: agreements and purchases leases organizations® Total
34,270 15,215 468 1,590 51,543
23,691 10,279 438 691 35,099
18,470 5,497 394 493 24,854
12,662 3,998 328 177 17,165
9,428 2,979 301 123 12,831
19,374 15,284 2,070 1,199 37,927
Total .... 117,895 53,252 3,999 4,273 179,419

1 Includes transfer payments, undisbursed loans and advances to international organizations as well as loans for the development of export trade (administered by Export
Development Canada), if any, which Canada has agreed to disburse in the future. Future paid-in share capital commitments made by Canada for future purchases of non-
budgetary share capital in international organizations are also included.

(b) Contractual rights

The activities of government sometimes involve the negotiation of contracts or agreements with outside parties that result in the
government having rights to both assets and revenues in the future. They principally involve sales of goods and services, leases of property,
and royalties and revenue/profit-sharing arrangements while all other contractual rights are combined for reporting purposes. The
government has agreements that provide contractual rights to future revenue based on a percentage of revenue or profits of the other party
to the agreement or based on receiving an amount for each unit of goods sold. The terms of these contracts or agreements may not allow
for a reasonable estimate of future revenues.

Significant accounting policies

Major contractual rights to economic resources arising from contracts and agreements that will result in both an asset and revenue in the future are
disclosed when terms allow for a reasonable estimate.

Measurement uncertainty

Contractual rights are subject to measurement uncertainty due to the terms and conditions of certain agreements resulting in contractual rights. Certain
rights are dependent on the sales or other future activity of the other party to the agreement, requiring the use of estimates in the disclosure of future
revenue. Estimates may be based on factors such as experience or general economic conditions.
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Where the terms of contracts and agreements allow for a reasonable estimate, the major contractual rights are summarized in the table
presented below. Detailed information on contractual rights is provided in Section 11 (unaudited) of this volume.

(in millions of dollars)

Contractual rights

Royalties and subject to
Sales of goods Leases of revenue/profit-sharing non-disclosure
Revenue to be received in: and services property arrangements Other clauses Total
2,415 129 5 433 2 2,984
2,459 496 4 56 2 3,017
2,513 511 3 51 2 3,080
2,578 527 2 43 2 3,152
2,647 533 2 41 2 3,225
20,538 643 16 399 164 21,760
33,150 2,839 32 1,023 174 37,218

In addition, the government is entitled to future interest revenues on investments, loans and advances. Additional information is disclosed in Note 14 and Note 16.

20. Segmented information

The government segmented information is based on the ministry structure, which groups the activities of departments, agencies and
consolidated Crown corporations and other entities for which a Minister is responsible, and the enterprise Crown corporations and other
government business enterprises as described in Note 1 and Note 15.

Significant accounting policies

The presentation by segment is prepared in accordance with the accounting policies adopted for preparing and presenting the consolidated financial
statements of the government. Inter-segment transfers are measured at the exchange amount.

Measurement uncertainty

There are no significant measurement uncertainties related to segmented information.
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In the table below, the five main ministries are reported separately, and the Other ministries column includes amounts for all other
ministries as well as the provision for valuation and other items. The following tables present the segmented information by Ministry and
enterprise Crown corporations and other government business enterprises before the elimination of internal transactions that are eliminated in the
adjustments column before arriving at the total for the year ended March 31:

(in millions of dollars)

2020
Enterprise
Crown
corporations
Families, Public and other
Children Safety and government
and Social National ~ National Emergency Other business Adjust-
Development  Finance Defence Revenue  Preparedness — ministries enterprises ments? Total
Revenues
Tax revenues
Income tax revenues ..........c.ccecveennne - - - 227,112 - - - - 227,112
Other taxes and duties...................... - - - 21,400 32,480 - - - 53,880
Total tax revenues............cocecvveuniees - - - 248512 32,480 - - - 280,992
Employment insurance premiums......... 22,636 - - - - - - 417) 22,219
Fuel charge proceeds..........cccoeevreeee. - - - 2,655 - - - - 2,655
Other revenues
Enterprise Crown corporations and
other government business
ENLEIPIISES ....veveveieieieerice e - - - - - - 5,059 - 5,059
Net foreign exchange revenues - 2,410 - - - - - - 2,410
3,131 1,895 461 6,442 2,649 21,258 - (15,040) 20,796
3,131 4,305 461 6,442 2,649 21,258 5,059 (15,040) 28,265
Total reVenUES ........occcvviviniincsiicins 25,767 4,305 461 257,609 35,129 21,258 5,059 (15,457) 334,131

Expenses
Program expenses
Transfer payments

Old age security benefits,
guaranteed income
supplement and spouse's
allowance.........ccceeeveeveereeennnne 56,227 - - - - - - - 56,227

Major transfer payments to other

levels of government.... — 75,905 - - - 3,270 - - 79,175
Employment insurance 21,750 - - - - - - - 21,750
Children's benefits... 9 - - 24,335 - - - - 24,344
Canada emergency response

benefit........ccooovieniiiiie, 4,739 - - - - - - - 4,739
Fuel charge proceeds returned..... - - - 2,636 - - - - 2,636
Other transfer payments .............. 9,664 386 224 4,686 883 39,055 - (493) 54,405
Total transfer payments.............. 92,389 76,291 224 31,657 883 42,325 - (493) 243,276

Other expenses, excluding
net actuarial 10Sses..................... 5,582 1,348 27,556 8,954 13,128 53,582 - (14,959) 95,191
Total program expenses, excluding
net actuarial losses 97,971 77,639 27,780 40,611 14,011 95,907 - (15,452) 338,467
Public debt charges...........ccccoveeinnnene. - 24,188 69 - 1 194 - (5) 24,447
Total expenses, excluding
net actuarial losses 97,971 101,827 27,849 40,611 14,012 96,101 - (15,457) 362,914
Net actuarial losses . - - 6,699 - 933 2,977 - - 10,609
Total expenses 97,971 101,827 34,548 40,611 14,945 99,078 - (15,457) 373,523

Details providing total expenses by segment and type can be found in Section 3 (unaudited) of this volume.
! Represents consolidation adjustments to eliminate internal transactions.
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(in millions of dollars)

2019
Enterprise
Crown
corporations
Families, Public and other
Children Safety and government
and Social National ~ National Emergency Other business Adjust-
Development Finance Defence Revenue  Preparedness — ministries enterprises mentst Total
Revenues
Tax revenues
Income tax revenues - - - 223,619 - - - - 223,619
Other taxes and duties... - - - 21,879 35,348 - - - 57,227
Total tax revenues.........ccccceeevreenene. - - — 245,498 35,348 - - — 280,846
Employment insurance premiums......... 22,698 - - - - - - (403) 22,295
Fuel charge proceeds ............ccccvvvvrenne. - - - - - - - - -
Other revenues
Enterprise Crown corporations and
other government business
ENEEIPIISES ... - - - - - - 7,101 - 7,101
Net foreign exchange revenues . - 1,667 - - - - - - 1,667
Other. ... 3,091 1,284 422 6,695 2,649 20,382 — (14,214) 20,309
Total other revenues ............cccceeeeeee 3,091 2,951 422 6,695 2,649 20,382 7,101 (14,214) 29,077
Total revenues 25,789 2,951 422 252,193 37,997 20,382 7,101 (14,617) 332,218

Expenses
Program expenses
Transfer payments

Old age security benefits,
guaranteed income
supplement and spouse's
allowance..........c.ccovviicinines 53,366 - - - - - - - 53,366

Major transfer payments to other

levels of government.... - 70,734 - - - 5,191 - - 75,925
Employment insurance 18,888 - - - - - - - 18,888
Children's benefits 17 - - 23,865 - - - - 23,882
Canada emergency response

benefit.......ocoovviiiiiiiiis - - - - - - - - -
Fuel charge proceeds returned..... - - - 664 - - - - 664
Other transfer payments .............. 8,899 1,012 209 3,737 1,132 37,182 — (418) 51,753
Total transfer payments.............. 81,170 71,746 209 28,266 1,132 42,373 - (418) 224,478

Other expenses, excluding
net actuarial losses?... 4,956 1,095 26,822 8,963 11,604 50,828 - (14,191) 90,077
Total program expenses, excluding
net actuarial 10SSes ..................... 86,126 72,841 27,031 37,229 12,736 93,201 - (14,609) 314,555
Public debt charges ...........cccocovvvininne. - 23,020 74 - 1 179 - (8) 23,266
Total expenses, excluding
net actuarial 10Sses? ...........cccooevrine 86,126 95,861 27,105 37,229 12,737 93,380 - (14,617) 337,821
Net actuarial 10SSes?...............c.... - - 5,099 - 643 2,619 - - 8,361
Total expenses 86,126 95,861 32,204 37,229 13,380 95,999 - (14,617) 346,182

Details providing total expenses by segment and type can be found in Section 3 (unaudited) of this volume.
1 Represents consolidation adjustments to eliminate internal transactions.
2 Comparative figures have been reclassified to conform to the current year’s presentation (Note 2).
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21. Subsequent events

COVID-19 pandemic

In March 2020, the World Health Organization classified the outbreak of COVID-19 disease as a global pandemic. In response, the
government enacted emergency measures to combat the spread of the virus and announced the COVID-19 Economic Response Plan to
help stabilize the economy during the pandemic.

Measurement uncertainty

The COVID-19 pandemic led to additional measurement uncertainty in the preparation of the government’s consolidated financial statements given the
declining economic situation that prevailed at and after year end.

Historical experience related to certain estimates in the consolidated financial statements may not be relevant, or may not be as reliable as before, in
predicting future outcomes. This may lead to a greater possibility of a material variance between estimates recognized or disclosed in the consolidated
financial statements and the results ultimately realized. Accounting estimates subject to additional measurement uncertainty due to the pandemic include
the provisions for accounts receivable, contingent liabilities, public sector pensions and other employee and veteran future benefits and loans,
investments and advances, including those that may result from lending programs of enterprise Crown corporations. Assumptions used to estimate the
individual income tax revenues, GST/HST revenues, and allowance for doubtful accounts have been adjusted to take into consideration the current
economic climate and the extensions provided to taxpayers to file and pay their tax returns.

The pandemic is expected to continue to have a significant impact on domestic and international economies and markets for the near term. The
government continues to monitor developments generally and specifically in connection with estimates required in the consolidated financial statements.
The full potential impact of the COVID-19 pandemic is unknown as it will depend on future developments that are uncertain. Such uncertainties include
the duration and depth of the pandemic. The government expects that the estimates and assumptions used in the preparation of the consolidated financial
statements will continue to be affected for the near term.

The emergency measures introduced by the government are intended to protect the health and safety of Canadians and provide direct
support to Canadian workers and businesses. The impact of the measures for which accounting recognition criteria were met prior to
March 31, 2020, are recognized in the government’s 2020 consolidated financial statements. Since most of the measures were implemented
subsequent to year-end, the government’s 2021 consolidated financial statements will be more significantly impacted.

Funding was provided to protect the health and safety of Canadians to prevent, control and stop the spread of COVID-19 as well as respond
to the critical health needs of Canadians. The support to individuals has been provided through various programs to replace lost income,
such as the Canada Emergency Response Benefit, and to provide one-time payments to groups of individuals determined to be most in
need of direct financial support like the additional GST credit.

Support to businesses has primarily been focused on providing bridge financing for businesses of all sizes and helping them deal with
their fixed costs during this crisis, including the Canada Emergency Wage Subsidy and the Canada Emergency Business Account. This
also includes loan and guarantee programs which have resulted in increasing the government’s market debt and can result in additional
credit risk to the government if businesses continue to experience reduced ability to repay their debts.

The government is also providing other credit and liquidity supports and capital relief, under the Economic Response Plan, to support
financial sector liquidity and market functioning to facilitate and continue lending to individuals and businesses.

Legislation was enacted to provide the government additional borrowing authority to fund the crisis without the amounts counting towards
the maximum amounts set out in the Borrowing Authority Act. This authority expired September 30, 2020, and the Minister of Finance is
required to provide a report to Parliament detailing money that has been borrowed within 30 sitting days. Between April 1 and July 31,
2020, the government had increased its unmatured debt by $323 billion to meet the government’s projected financial requirements under
the Economic Response Plan up to that date.

Federal revenues are projected to be lower in 2021 as compared to 2020, largely due to the economic impacts of the
COVID-19 crisis on both employment levels and business activity.

Major government announcements including the Speech from the Throne in September 2020, and legislation introduced in Parliament
authorizing new spending measures from April 1, 2020 onward will have a significant impact on the 2021 consolidated financial
statements. As this pandemic is ongoing and the government response is continuing to evolve, the government is unable to reliably estimate
at this time the full impact on the unmatured debt or financial results of future years. The effects of the pandemic will continue into the
foreseeable future, and the government continues to assess and monitor the effects on its financial condition, and provide regular updates
on its financial results through regular reporting processes and periodic economic and fiscal updates.
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Revenues, expenses and accumulated deficit

Table 3.1
Revenues, expenses and accumulated deficit
(in millions of dollars)

2020 2019

Revenues
TaX TEVENUES, TADIE 3.2 ...t s 280,992 280,846
Employment insurance premiums 22,219 22,295
Fuel charge proceeds 2,655 -
Other revenues, Table 3.4... 28,265 29,077
TOTAI FEVENUES .....viiiiiiii bbb bbb bbb 334,131 332,218

Expenses
Transfer payments... 243,276 224,478
Other expenses, excluding net actuarial losses® .. 95,191 90,077
Total program expenses, excluding net actuarial losses 338,467 314,555
Public debt charges, Table 3.8..........cccoviviviiiiniiiiii 24,447 23,266
Total expenses, excluding net actuarial 10ses, TAbIE 3.6%............c.cciveieieriieieieiese e 362,914 337,821
Annual deficit before net actuarial lossest.. (28,783) (5,603)
Net actuarial losses* (10,609) (8,361)
PN QLA LU= Lo 1) o | OO OO OO SO PRSP ROPPRTPRURRPROON (39,392) (13,964)
Accumulated deficit at DEGINNING OF YEAT ........ciiiiiiiic bbbttt (685,450) (671,254)
Other COMPreNENSIVE INCOME (I0SS) .......eueuiieteuirietetetetes sttt ettt b et e bbbt b et e e b et b bt b e b et et e b st st e b et et ne e b es 3,482 (232)
Accumulated defiCit At N OF YEAT .........ouiuiiiiiiic bbbt bbbttt bbb s et s et b e b s (721,360) (685,450)

1 Comparative figures have been reclassified to conform to the current year’s presentation.
Revenues

Revenues consist of all tax and other amounts which enter into the calculation of the annual surplus or deficit of the government.
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Tax revenues

Table 3.2
Tax revenues

(in millions of dollars)

2020 2019
Tax revenues
Income tax revenues
PEISONAL ...t 167,576 163,881
Corporate 50,060 50,368
Non-resident.. 9,476 9,370
TOtAl INCOME TAX TEVENUES ... ettt ettt eteete et ete et eeteeeteeateeseeeeeeseeaseenteesteeseeeeeesesassensseseeesseeeesesassensesssesseeeearesaseenes 227,112 223,619
Other taxes and duties
G00ds and SEIVICES taX, TADIE 3.3 ..ottt 37,386 38,221
Energy taxes
Excise tax—Gasoline 4,453 4,483
Excise tax—Auviation gasoline and diesel fuel.... 1,230 1,319
Total energy taxes 5,683 5,802
Customs import duties 4,853 6,881
Other excise taxes and duties
Excise duties 4,950 5,228
Air travellers security charge..... 798 872
Other miscellaneous excise taxes and duties 210 223
Total other excise taxes and duties 5,958 6,323
Total other taxes and duties 53,880 57,227
TOUAL TAX TEVENUBSY........vevvisiattsete ittt s8££t 8 bRt bbbt 280,992 280,846

1 Additional details are provided in Table 4a in Section 1 of Volume 11 of the Public Accounts of Canada.

Personal income tax

Personal income tax is levied on personal income under the provisions of the Income Tax Act.
Corporate income tax

Corporate income tax is levied on corporate income under the provisions of the Income Tax Act.
Non-resident income tax

Non-resident income tax is levied on income earned in Canada by non-residents under the provisions of the Income Tax Act. This tax is
derived from tax withheld from dividends, interest, rents, royalties, alimony, and income from estates and trusts paid to non-residents.

Non-resident income tax revenues also include withholding taxes on income earned in Canada by non-resident life insurance companies
and income from trusts.
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Other taxes and duties

Other taxes and duties are collected under the Excise Act, the Excise Act, 2001, the Excise Tax Act, Customs Tariff (Act) and other acts.
They include the goods and services tax, energy taxes, customs import duties, as well as other excise taxes and duties.

Goods and services tax

The goods and services tax (GST) became effective January 1, 1991. It is applied at a rate of 5% on most goods and services consumed
in Canada, with only a limited set of exclusions that consists of certain medical devices, prescription drugs, basic groceries, residential
rents as well as most health and dental care services.

Table 3.3
Goods and services tax

(in millions of dollars)

2020 2019
[ L OSSO OSTO TSSO P PSPPSR PP 45,038 45,392
Less: remission order for the GST paid and accrued by ministries on or for goods and services purchased
TTOM OULSIAE PAITIES ...tttk bbb bbb e bt b e bbb bbbt et b e b e b bbbt 2,628 2,494
Gr0SS GST frOM OULSIAR PAITIES .......ceieieieieieci ettt 42,410 42,898
L@SS: QUANETTY TAX CTEAIES ...ttt b bbb bbb bbb bbb bbb 5,024 4,677
INEt GST frOM OULSIAR PAITIES. ......e.eiteiieeteieiet ettt bbb b st b s b b st b et b s £ ek h b e b etk b bt et eananas 37,386 38,221
Energy taxes

Energy taxes primarily include the excise tax on gasoline, aviation gas and diesel fuel.
Customs import duties

Revenues from customs import duties consist mainly of ad valorem taxes on the importation of goods levied under the Customs Tariff
(Act).

Other excise taxes and duties

Excise taxes and duties are levied on alcoholic beverages and tobacco products. In addition, excise taxes are imposed on other items such
as passenger vehicle air conditioners. The Air Travellers Security Charge is collected by air carriers at the time of payment for the air
travel by the purchaser of an air transportation service.

Employment insurance premiums

Premiums from employees and employers are levied under the provisions of the Employment Insurance Act and are classified as part of
revenues. Additional details on employment insurance premiums are provided in Section 4 of this volume.
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Other revenues

Table 3.4
Other revenues

(in millions of dollars)

Other revenues
Enterprise Crown corporations and other government business enterprises
Share of annual profit ...
Interest and other

Total enterprise Crown corporations and other government business ENtErPriSeS..........cceureerrieieieieieiereierereeiereeenns

Other programs

RetUrn on iNVESIMENLS, TADIE 3.5 ..ottt et e et e et et e e e e e teenteeaeeeteseeeseeeseenseensesseesreaneeas

Sales of goods and services
Rights and privileges..
Lease and use of public property
Services of a regulatory nature
Services of a non-regulatory nature
Sales of goods and information products.
Other fees and charges ...
Total sales of goods and services

Miscellaneous
Interest and penalties..

Total miscellaneous....

TOTAl OtNEE PIOGIAMS ... .ttt b bbb bbb bbb bbb bbb bbb bbbt

Net foreign exchange revenues
Exchange Fund Account
International Monetary Fund ...

Total net foreign exchange revenues..

TOUAL OtNET TEVENUESY ... vttt

2020 2019
3,588 5,920
1,471 1,181
5,059 7,101
1,808 1,806
2,078 2,322

772 778
1,995 1,780
4,619 4,014
1,173 1,218

805 806

11,442 10,918
5,823 6,171
1,723 1,414
7,546 7,585
20,796 20,309
2,283 1,480
93 164

34 23
2,410 1,667
28,265 29,077

1 Additional details are provided in Table 4a in Section 1 of Volume 11 of the Public Accounts of Canada.

Enterprise Crown corporations and other government business enterprises

Revenues include interest earned on loans to enterprise Crown corporations and other government business enterprises as well as the

government’s share of the accumulated profits or losses of enterprise Crown corporations and other government business enterprises.

Other programs

Other program revenues include sales of goods and services, return on investments, and miscellaneous revenues. Details are reported by

individual ministries in Volume Il of the Public Accounts of Canada.

Net foreign exchange revenues

Net foreign exchange revenues include the revenues from investments held in the Exchange Fund Account and the International Monetary
Fund, as well as the net gains or losses resulting from the translation of these investments to Canadian dollars as at March 31. Net foreign

exchange revenues also include the net gains or losses resulting from foreign debt and currency swap revaluations.
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Return on investments

Table 3.5
Return on investments®

(in millions of dollars)

2020 2019

Cash and accounts receivable
INEEIESt 0N DANK TEPOSILS ...ttt b et b b btk s b btk b btk et b et en et eneareeas 772 738

Loans, investments and advances
National governments including deVelopiNg COUNLIIES .........c.couiueiiruiuiririeiiieeieiei ettt 35 24

International organizations 4 3

Other loans, investments and advances.... 878 964

Total [0ans, iNVESTMENTS @NT AUVANCES .........cuiviiiiiiiiiiitiieieieiei et eieb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb bbb b ebes 917 991
OENEE BCCOUNS ...ttt 5 1
Total MINISterial FEtUIM ON INVESTMENTS .......c.eiveeeieeee et eee et eteee et e te et eeteeeteeaeeseeeseeseeseesteeseeeseeseeseesseeesesssesssenseensesseereeaneeas 1,694 1,730
Net gain on exchange 86 25
Accrual of other revenues 30 52
Total return on investments 1,810 1,807
Elimination of return on investments internal to the government . 2) (1)
Total external return on investments 1,808 1,806

1 Additional details are provided in Table 4a in Section 1 of Volume 11 and in Section 10 of Volume 111 of the Public Accounts of Canada.
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EXxpenses

Expenses consist of all charges which enter the calculation of the annual deficit or surplus of the government.
Accounting for expenses

The government reports all expenses on an accrual basis.

Expenses for government operations are recorded when goods are received or services are rendered. Transfer payments are recorded as
expenses in the year the transfer is authorized and all eligibility criteria have been met by the recipient. Public debt charges are recorded
when incurred. They include interest, servicing costs, costs of issuing new borrowings, amortization of premiums and discounts on market
debt, as well as interest on public sector pensions and other employee and veteran future benefits.

Table 3.6
External expenses by segment and by type

(in millions of dollars)

Major transfer payments* Other transfer payments?
2020 2019 2020 2019
Ministries
Agriculture and Agri-Food .... - - 1,774 1,397
Canadian Heritage® - - 1,317 1,187
Crown-Indigenous Relations and Northern Affairs® .. - - 4,532 5,096
Digital Government®..............cc.oo...... - - - -
Environment and Climate Change.... - - 532 429
Families, Children and Social Development 82,725 72,272 9,664 8,899
Finance 75,905 70,734 386 1,012
Fisheries, Oceans and the Canadian Coast Guard ... - - 272 182
Global Affairs - - 4,769 4,679
Health 1,100 849 1,826 1,930
Immigration, Refugees and Citizenship... - - 1,825 1,434
Indigenous Services® - - 11,136 10,178
Infrastructure and Communities 2,170 4,341 3,214 3,330
Innovation, Science and Economic Development®.. - - 5,495 4,742
Justice - - 431 400
National Defence? ... - - 224 209
National Revenue 24,335 23,865 7,322 4,401
Natural Resources ....... - - 793 1,717
Office of the Governor General's Secretary . - - -
Parliament - - 1 1
Privy Council® - - 81 3
Public Safety and Emergency Preparedness® - - 883 1,132
Public Services and Procurement® ... - - - -
Transport®............ - - 607 212
Treasury Board.... - - 1 1
Veterans Affairs - - 56 21
Women and Gender Equality. - - 66 29
Provision for valuation and other items? .... - - (166) (204)
Total expenses, excluding net actuarial 10SSES® ...........ccciveireireninieiiseie e 186,235 172,061 57,041 52,417
NET ACLUATTAI TOSSES® .....vovoviiiietetse et - - - -
TOtAl BXPENSES® ..ottt sttt 186,235 172,061 57,041 52,417

Includes transfer payments of $56,227 million ($53,366 million in 2019) for old age security benefits, the guaranteed income supplement and the spouse’s allowance;
$79,175 million ($75,925 million in 2019) to other levels of government; $21,750 million ($18,888 million in 2019) for employment insurance, $24,344 million
($23,882 million in 2019) for children’s benefits and $4,739 million (nil in 2019) for the Canada Emergency Response Benefit. Additional information is provided in Table 3.7
of this section.

Includes transfer payments of $2,636 million ($664 million in 2019) for fuel charge proceeds returned.

Comparative figures have been reclassified to conform to the current year’s presentation.

Additional information is provided in Table 2a in Section 1 of VVolume II of the Public Accounts of Canada.

Additional information is provided in Table 3.8 of this section.

s woN
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Expenses include provisions to reflect changes in the value of assets or liabilities, including provisions for bad debts, for loans, investments
and advances, as well as for inventory obsolescence. Expenses also include amortization of tangible capital assets, utilization of
inventories, as well as prepaid expenses and other.

Organizations within the government’s reporting entity transact with each other on a day-to-day basis and thus contribute to the revenues
and expenses recorded in the accounts. In preparing the consolidated financial statements, these “internal transactions” are eliminated so
as to report on the basis of transactions with outside parties only.

Table 3.6 presents a comparative summary of external expenses by type. The table also discloses the external expenses by segment.

Total transfer payments Other expenses Public debt charges® Total expenses
2020 2019 2020 2019 2020 2019 2020 2019

1,774 1,397 1,133 1,175 . - 2,907 2,572

1,317 1,187 3,156 3,209 3 3 4,476 4,399

4,532 5,096 1,509 2,253 . - 6,041 7,349

- - 1,848 1,792 15 4 1,863 1,796

532 429 1,947 1,946 1 - 2,480 2,375

92,389 81,171 3,927 3,135 - - 96,316 84,306

76,291 71,746 585 539 24,183 23,012 101,059 95,297

272 182 2,554 2,402 - - 2,826 2,584

4,769 4,679 2,455 2,406 . - 7,224 7,085

2,926 2,779 2,440 2,269 - - 5,366 5,048

1,825 1,434 1,666 1,455 . - 3,491 2,889

11,136 10,178 2,119 1,920 - - 13,255 12,098

5,384 7,671 496 539 9 - 5,889 8,210

5,495 4,742 3,009 2,725 - - 8,504 7,467

431 400 1,481 1,425 . - 1,912 1,825

224 209 27,320 26,613 69 74 27,613 26,896

31,657 28,266 8,475 8,529 . - 40,132 36,795

793 1,717 2,280 2,015 1 1 3,074 3,733

- - 24 22 . - 24 22

1 1 765 730 - - 766 731

81 3 832 528 . - 913 531

883 1,132 12,843 11,352 1 1 13,727 12,485

- - 3,488 2,938 123 129 3,611 3,067

607 212 3,067 2,945 42 42 3,716 3,199

1 1 3,581 6,720 . - 3,582 6,721

56 21 1,093 1,120 - - 1,149 1,141

66 29 46 42 . - 112 71
(166) (204) 1,052 (2,667) - - 886 (2,871)

243,276 224,478 95,191 90,077 24,447 23,266 362,914 337,821

- - 10,609 8,361 - - 10,609 8,361

243,276 224,478 105,800 98,438 24,447 23,266 373,523 346,182
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Expenses by segment

The government’s segmented information is based on the ministerial portfolio structure. It groups the activities of departments, agencies
and consolidated Crown corporations and other entities for which a minister is responsible, as described in Note 1 to the consolidated
financial statements in Section 2 of this volume.

Government’s cost of operations

Government’s cost of operations consists of three major types: transfer payments, other expenses, and public debt charges.
Transfer payments

The major transfer payments include payments to persons and payments to provinces and territories.

Payments to persons include payments for income support or income supplement. Assistance is based on age, family status, income, and
employment criteria.

Payments to provinces and territories are made under the following major programs:

— The fiscal arrangements allow for unconditional fiscal transfer payments to lower income provinces including subsidies under the
Constitution Acts; and

— The Canada Health Transfer and the Canada Social Transfer allow for the provision of the federal share in support of social
programs administered by the provinces.

The other transfer payments include various subsidies paid through federal programs to stabilize market prices for commaodities, to develop
new technologies, to conduct research, to establish new jobs through support for training and to promote educational and cultural activities.
Expenses of other consolidated entities and other miscellaneous payments are also included.

Other expenses

Other expenses include personnel, professional and special services, repair and maintenance, utilities, materials and supplies, as well as
amortization of tangible capital assets. Provisions to reflect changes in the value of assets or liabilities, such as provisions for bad debts,
loans, investments and advances and inventory obsolescence, as well as utilization of inventories, prepaid expenses, and other are also
included in other expenses. Public sector pensions and other employee and veteran future benefits are included in personnel expenses.

Public debt charges

Public debt charges include interest, servicing costs, costs of issuing new borrowings, amortization of premiums and discounts on market
debt including amounts arising on the extinguishment of debt, as well as interest on public sector pensions and other employee and veteran
future benefits.
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Table 3.7
Major transfer payments by province and territory

(in millions of dollars)

Canada
Old Age Employ-  Emergency Fiscal Quebec Canada Canada Other
Fiscal Security ment Response arrange- Abate- Health Social major Children's
year benefits* Insurance Benefit ments ment? Transfer ~ Transfer  transfers®  benefits Total
Newfoundland and
Labrador................. 2020 1,139 1,266 - 10 - 568 203 80 - 3,266
2019 1,086 1,169 - 10 - 535 202 45 - 3,047
Prince Edward Island ... 2020 277 373 - 420 - 171 61 38 - 1,340
2019 263 270 - 419 - 158 58 20 - 1,188
Nova Scotia ................. 2020 1,807 1,018 - 1,930 - 1,056 377 143 - 6,331
2019 1,723 917 - 1,954 - 1,000 367 158 - 6,119
New Brunswick ........... 2020 1,561 1,064 - 2,025 - 845 301 115 - 5,911
2019 1,485 977 - 1,876 - 814 299 65 - 5,516
Quebec.......ccovviicinns 2020 15,448 4,281 - 13,130 (5,811) 9,225 3,292 1,248 - 40813
2019 14,775 3,703 - 11,738 (5,046) 8,679 3,185 696 - 37,730
Ontario........ccoeeevvveiniaes 2020 21,213 6,989 - 9 - 15,832 5,650 2,062 - 51,755
2019 20,158 5,953 - 972 - 14,851 5,450 1,148 - 48,532
Manitoba...........ccooceuee 2020 1,886 770 - 2,258 - 1,490 532 185 - 7,121
2019 1,797 682 - 2,040 - 1,413 518 103 - 6,553
Saskatchewan... 2020 1,615 719 - 23 - 1,278 456 159 - 4,250
2019 1,537 647 - 2 - 1,203 442 89 - 3,920
Alberta........ccoocovninee. 2020 4,857 2,668 - 259 - 4,748 1,694 601 - 14,827
2019 4,544 2,336 - 2 - 4,461 1,638 328 - 13,309
British Columbia.......... 2020 7,970 2,498 - 3 - 5,523 1,971 708 - 18,673
2019 7,545 2,133 - 3 - 5,325 1,955 393 - 17,354
Total provinces............. 2020 57,773 21,646 - 20,067 (5,811) 40,736 14,537 5,339 — 154,287
2019 54,913 18,787 - 19,016 (5,046) 38,439 14,114 3,045 — 143,268
Northwest Territories... 2020 35 37 - 1,309 - 49 17 34 - 1,481
2019 33 26 - 1,256 - 47 17 18 - 1,397
NUnavut.......coccevvvinene 2020 11 28 - 1,642 - 42 15 34 - 1,772
2019 11 33 - 1,579 - 39 14 16 - 1,692
Yukon Territory............ 2020 34 32 - 997 - 45 16 34 - 1,158
2019 32 34 - 950 - 43 16 17 - 1,092
International 2020 304 7 - - - - - - - 311
2019 299 8 - - - - - - - 307
Total expenses for
provinces and
territories .......cceu... 2020 58,157 21,750 - 24,015 (5,811) 40,872 14,585 5,441 - 159,009
2019 55,288 18,888 - 22,801 (5,046) 38,568 14,161 3,096 - 147,756
Accrual and other
adjustments ............ 2020 (1,930) - 4,739 (174) - - - 247 - 2,882
2019 (1,922) - - 174 - - - 2,171 - 423
Subtotal......c.ccecerienee. 2020 56,227 21,750 4,739 23,841 (5,811) 40,872 14,585 5,688 - 161,891
2019 53,366 18,888 - 22,975 (5,046) 38,568 14,161 5,267 - 148179
Transfers made
through the
tax system .............. 2020 - - - - - - - - 24,344 24,344
2019 - - - - - - - - 23,882 23,882
Total major
transfer payments ... 2020 56,227 21,750 4,739 23,841 (5,811) 40,872 14,585 5,688 24,344 186,235
2019 53,366 18,888 - 22,975 (5,046) 38,568 14,161 5,267 23,882 172,061

Includes the guaranteed income supplement and the spouse’s allowance.
The Quebec Abatement is comprised of federal tax abated under the Alternative Payments for Standing Programs and the Youth Allowance Program of that province.
8 Includes the contributions under the federal Gas Tax Fund program of $2,170 million ($4,341 million in 2019).
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Public debt charges

Public debt charges include the interest on unmatured debt and on pensions, other future benefits and other liabilities, the amortization of
premiums and discounts on unmatured debt, and the servicing costs and the costs of issuing new borrowings.

Table 3.8 discloses the reconciling items between the total public debt charges, as reported in the ministerial section of the Department of
Finance in Section 9 of Volume 11 of the Public Accounts of Canada, and the total expenses of the public debt indicated in Table 3.6 of
this volume. The reconciling items include the interest expenses on capital leases as well as accrual and other adjustments.

Table 3.8
Public debt charges®
(in millions of dollars)
2020 2019
Unmatured debt
Interest on:
Marketable bonds 13,348 12,952
Retail debt 10 16
MEAIUM-TEIM MOTES. ...ttt bbb bbb bbb bbb 36 49
13,394 13,017
Amortization of discounts on Canada and Treasury bills
THEASUNY DHTIS ...ttt bbbt b b £ bbb e bt £ b bt b e b £ eb b a e b e b e et e bt E e bt bbb bt e b 2,247 1,899
CANAAA DTS ... s 56 59
2,303 1,958
Amortization of premiums and discounts on all other debts
Marketable bonds 972 340
Foreign bonds 4 5
Real return bonds (122) (124)
Consumer price index adjustments on real return bonds ... 1,492 865
2,346 1,086
NEL INTEIESt ON CTOSS-CUITENCY SWAPS ... v.vuveveteeettestsese sttt sttt bbb bbb bbb bbb bbb £ bbb bbbttt (216) (133)
Servicing costs and costs of issuing new borrowings.... 10 8
Interest on capital lease obligations 165 175
Interest on obligations under public-private partnershlps 99 80
Total public debt charges related to unmatured debt 18,101 16,191
Pensions and other future benefits
Interest on:
Public sector pensions—Superannuation accounts 5,680 6,005
Allowance for pension adjustments (2,791) (2,319)
Consolidated Crown corporations and Other ENtItIES PENSIONS..........c.viveueiririeuiririe ettt b e e st (205) a77)
2,684 3,509
Other employee and veteran future benefits
Public Service Health Care Plan and Pensioners' Dental Service Plan.. 746 800
Severance and other benefits...... 35 42
Accumulated sick leave entitlements 32 37
Worker's compensation 31 37
Veterans' disability and other future beneflts 2,157 2,021
Royal Canadian Mounted Police disability and other future benefits.... 385 326
Consolidated Crown corporations and OtEr ENTILIES. ...........c.ieuiiiiiiiiiiiiiieici e 9 9
3,395 3,272
Total public debt charges related to pensions and Other fUtUre BENETIS...........ocoiiiiiiiii 6,079 6,781
Other liabilities
Canada Pension Plan 5 5
Government Annuities Account ... 6 7
Deposit and trust accounts 13 18
Other specified purpose accounts .. 149 153
Other liabilities 94 111
Total public debt charges related to other liabilities . 267 294
Consolidated specified purpose accounts
Interest .. 5 8
Total publlc debt charges related to consolidated specified purpose accounts... 5 8
Total public debt charges before conSOldatioN AUJUSTMENTS.............ciiiiiiiiiiii et 24,452 23,274
Less: consolidation adjustments... 5 8
Total public debt charges! ? 24,447 23,266
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Public debt charges'—concluded

(i

n millions of dollars)

Public Accounts of Canada 2019-2020

Comprised of:

Total public debt charges

Total public debt charges under statutory authorities before accrual and other adjustments

and consolidation adjustments
Accrual and other adjustments...
Consolidation adjustments

2020 2019

................................................................... 23,789 22,243
663 1,031

®) ®)

24,447 23,266

1
2

A summary is provided in Table 2a in Section 1 of Volume 11 of the Public Accounts of Canada.
Additional details are provided in Section 7 of Volume 111 of the Public Accounts of Canada.

Expenses by object

Table 3.9 reconciles the total net expenditures by object initially recorded by departments under the partial accrual method of accounting
to the total expenses which is based on the full accrual method of accounting. Reconciliation items represent the effect of consolidation
and full accrual accounting.

Table 3.9
Total expenses by object?

(i

n millions of dollars)

Transfer payments

Other expenses
Personnel, excluding net actuarial losses .
Transportation and communications.
Information ...
Professional and special services
Rentals
Repair and maintenance
Utilities, materials and supplies
Acquisition of land, buildings and works ....
Acquisition of machinery and equipment
Other subsidies and expenses ....
Amortization of tangible capital assets .
Net loss on disposal of assets

Total other expenses, excluding net actuarial losses?
Public debt charges
Total gross expenses
Revenues netted against expenditures
Total expenses, excluding net actuarial losses? .
Net actuarial losses?

Total expenses

Total net Total

expenditures Reconciliation expenses
.......... 194,129 49,147 243,276
46,349 8,836 55,185
3,034 (45) 2,989
423 (57) 366
13,334 (2,292) 11,042
3,528 (822) 2,706
3,746 (105) 3,641
3,432 21 3,453
3,546 (3,546) -
5,879 (5,879) -
13,646 (3,770) 9,876
- 5,790 5,790
- 143 143
.......... 96,917 (1,726) 95,191
.......... 23,991 456 24,447
.......... 315,037 47,877 362,914
(11,442) 11,442 -
303,595 59,319 362,914
- - 10,609
303,595 59,319 373,523

2

Additional details are provided in Table 3a in Section 1 of VVolume |1 of the Public Accounts of Canada.

Comparative figures have been reclassified to conform to the current year’s presentation.
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Expenditures under statutory authorities

Spending authorities provided by statutory authorities are for specified purposes and for such amounts and such time periods as the acts
prescribe. These spending authorities do not generally lapse at the end of the year during which they were granted. Expenditures under
such authorities account for approximately half of the total program expenses each year.

Table 3.10
Expenditures under statutory authorities

(in millions of dollars)

2020 2019

Old Age Security payments (Old Age SECUTITY ACE) ......c.viiiiiiiiiiiiet ettt 42,706 40,424
Canada Health Transfer (Part VV.1—Federal-Provincial Fiscal Arrangements Act).... 40,872 38,567
Public debt charges 23,789 22,244
Fiscal Equalization (Part I—Federal-Provincial Fiscal Arrangements Act)... 19,837 18,958
Canada Social Transfer (Part VV.1—Federal-Provincial Fiscal Arrangements Act).. 14,585 14,161
Guaranteed Income Supplement payments (Old Age Security Act) 13,007 12,404
Payments for the Canada Emergency Response Benefit pursuant to

the Public Health Events of National Concern Payments Act..... RSSO U U UU TP TP 4,756 -
GaS TaX FUNG ...t . 4,400 2,200
Territorial Financing (Part I.1—Federal-Provincial Fiscal Arrangements Act) 3,948 3,785
Climate action incentive payments 2,630 664
Canada Student Grants to qualifying full and part-time students pursuant to the Canada Student FlnanCIaI Assistance Act ........... 1,583 1,538
Canada Education Savings Grant payments to Registered Education Savings Plan (RESP) trustees on behalf

of RESP beneficiaries to encourage Canadians to save for post-secondary education for their children ............cccocooviviinnnn 970 911
Contribution to the Federation of Canadian Municipalities for the

Green Municipal Fund (Budget Implementation Act, 2019) 950 -
Payments related to the direct financing arrangement under the Canada Student Financial Assistance Act... 935 965
Payments to Canada INFraStrUCTUIE BANK ............c.iuiiiiiiiiiiiiii bbb 759 553
Contribution payments for the AgrilNSUrANCE PrOGIAM .........c.oiiurteirieieieieie ettt ettt e et b bt s bbbt ee et e s s 667 665
Judges' salaries, allowances and annuities, annuities to spouses and children of judges and lump sum payments -

to spouses of judges who die while in office... 615 583
Allowance payments (Old Age Security Act) . 556 562
Salary of the Chief Electoral Officer (Canada Elections Act) 517 143
Payments to International Development Association 442 442

Youth Allowances Recovery (Federal-Provincial Fiscal ReVISion ACt, 1964) ...ttt (1,044) (914)

Alternative Payments for Standing Programs (Part \VI—Federal-Provincial Fiscal Arrangements Act) (4,767) (4,132)
Total? 172,713 154,723
Superannuation, supplementary retirement benefits, death benefits and other pensions!
Public Service
Government's contribution to the Public Service Pension Plan and the Retirement Compensation
Arrangements Account... 2,467 5,522
Government's contribution to the Canada and the Quebec pension plans?.. 871 787
Government's contribution to the Employment Insurance Operating Account 320 308
Government's contribution to the Death Benefit ACCOUNT ..........cccooiiiiiiiiiiiiii s 16 15
TOTAL bbb 3,674 6,632
Canadian Forces
Government's contribution to the Canadian Forces Pension Plan and the Retirement Compensation
Arrangements Account 1,029 1,007
Government's contribution to the Canada and the Quebec pension plans... 215 199
Government's contribution as employer to the Employment Insurance Operating Account 76 76
Statutory payments under the Supplementary Retirement Benefits Act... 1 1
Government's contribution to the Death Benefit Account 2 2
L0 LSOO OSSPSR T TP UPRTPOPPRON 1,323 1,285
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Table 3.10
Expenditures under statutory authorities—concluded

(in millions of dollars)

2020 2019
Royal Canadian Mounted Police
Government's contribution to the Royal Canadian Mounted Police Pension Plan and the Retirement
Compensation Arrangements Account 1,223 269
Government's contribution to the Canada and the Quebec pension plans... 59 61
Government's contribution as employer to the Employment Insurance Operating Account .. 21 20
Statutory payments under the Supplementary Retirement Benefits Act 4 5
TOTAL bbb 1,307 355
Shared Services Canada
Government's contribution to the Canada and the QUEbEC PENSION PIANS ..ottt 4 3
Government's contribution to the Royal Canadian Mounted Police Pension Plan and the Retirement
Compensation ArrangemEnts ACCOUNL ..........c.ouiuiuriiiiiiiiitiies et 1 1
0] L OO OO USSP UPTPPPPON 5 4
All other statutory expenditures? 4,841 4,058
Total ministerial expenditures under statutory authorities®... 183,863 167,057

Details related to other pension accounts, such as the Members of Parliament Retiring Allowances Account, are not included.
Comparative figures have been reclassified to conform to the current year’s presentation.

3 Additional information on the ministerial expenditures under statutory authorities are provided in Table 7 in Section 1 of Volume II of the Public Accounts of Canada.
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Consolidated Crown corporations and other entities

This section provides all related information on consolidated Crown corporations and other entities. Consolidated entities rely on
government funding as their principal source of revenue and are controlled by the government.

Consolidation involves the combination of the accounts of these corporations and other entities on a line-by-line and uniform basis of
accounting and the elimination of inter-organizational balances and transactions. Consequently, the corporations and other entities’
accounts must be adjusted to the government’s basis of accounting. All corporations and other entities follow either Canadian Public
Sector Accounting Standards or International Financial Reporting Standards. The financial information reported by all of the consolidated
Crown corporations and other entities in the following summary tables has been prepared and reported based upon Canadian Public Sector
Accounting Standards.

Consolidated Crown corporations are also categorized as being either agents or non-agents of the Crown. Agency status may be expressly
stated in the incorporating legislation or conferred under the provisions of the Government Corporations Operation Act.

Summary financial statements of consolidated Crown corporations and other entities

These tables present financial information on consolidated parent Crown corporations and other entities, as well as financial information
on wholly-owned subsidiaries that are considered “deemed parent Crown corporations” and thus consolidated directly in the consolidated
financial statements of the government and excluded from the consolidated financial statements of their parent Crown corporations. The
annual Inventory of Federal Organizations and Interests includes a complete list of federal organizations and interests.

For those corporations and other entities having year ends other than March 31, the data are based on unaudited interim financial statements
which have been prepared on a basis consistent with the most recent audited financial statements.

Table 4.1 and Table 4.2 present summarized financial information of the consolidated Crown corporations and other entities. Balances
reported under government, Crown corporations and other entities represent those between related parties. Of note, borrowings from third
parties represent long-term debts payable of the corporations and other entities. Revenues are broken down to identify revenues arising
from normal operations and financial assistance from the government in respect of the current year’s operations. Equity adjustments
include prior period adjustments and other miscellaneous items recorded by the corporations and other entities. Remeasurement gains and
losses comprise certain unrealized gains and losses on financial instruments excluded from the annual surplus (deficit). Upon realization,
these gains and losses are included in the annual surplus (deficit). Equity transactions with the government include dividends declared or
transfers of profits to the government, as well as capital transactions with the government. The line “Conversion to the government
accounting basis for consolidation purposes” represents the adjustments required to bring the corporations and other entities” accounting
policies in line with those of the government.
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Table 4.1
Financial position of consolidated Crown corporations and other entities
Assets, liabilities and equity as at March 31, 2020

(in thousands of dollars)

Assets
Financial
Government,
Third Crown corporations Total
Consolidated Crown corporations and other entities parties and other entities Non-financial assets
Crown corporations*
Atomic Energy of Canada Limited 258,141 114,984 867,022 1,240,147
Canada Council for the Arts ... 415,268 903 31,660 447,831
Canada Infrastructure Bank .... 1,184,891 8,522 1,528 1,194,941
Canadian Air Transport Security Authority .... 120,356 138,005 520,746 779,107
Canadian Broadcasting Corporation 1,892,294 87,436 1,405,979 3,385,709
Canadian Commercial Corporation .. 91,392 1,203 2,741 95,336
Canadian Dairy Commission 8,509 - 122,245 130,754
Canadian Museum for Human Rights... 15,459 95 278,820 294,374
Canadian Museum of History............... 90,675 6,739 217,919 315,333
Canadian Museum of Immigration at Pier 21 . 13,673 277 11,731 25,681
Canadian Museum of Nature................. 19,872 196 171,739 191,807
Canadian Race Relations Foundation ... 23,611 2,482 52 26,145
Canadian Tourism Commission 39,695 37 3,879 43,611
Defence Construction (1951) Limited .. 29,928 23,679 11,640 65,247
International Development Research Centre... 83,348 2,390 14,860 100,598
Marine Atlantic INC. ........ccocoovviiviininiiins 163,577 8,966 434,431 606,974
National Arts Centre Corporation.. 20,665 618 229,107 250,390
National Capital Commission. 180,435 2,788 696,093 879,316
National Gallery of Canada .... 19,946 467 80,807 101,220
National Museum of Science and Technology 20,210 963 265,868 287,041
Standards Council of Canada 9,586 880 2,928 13,394
Telefilm Canada 6,429 56,977 5,855 69,261
The Federal Bridge Corporation Limited. 28,108 57 384,104 412,269
The Jacques Cartier and Champlain Bridges Inc.... 34,527 820 607,515 642,862
VIA Rail Canada INC. .......ccoovveeniiiiiinncee 487,697 54,832 1,185,958 1,728,487
Windsor-Detroit Bridge Authority.... 202,237 17,300 1,688,652 1,908,189
Total—Crown corporations 5,460,529 531,616 9,243,879 15,236,024
Conversion to the government accounting basis for consolidation purposes....... (7,575) - (100,236) (107,811)
Net Crown corporations on the government accounting basis ..............c.cccovvvvnne 5,452,954 531,616 9,143,643 15,128,213
Other entities?
Canada Foundation for Innovation 251,770 318 3,437 255,525
Canada Foundation for Sustainable Development Technology ... 16,970 - 829 17,799
First Nations Market Housing Fund 327,193 39,710 282 367,185
St. Lawrence Seaway Management Corporation 203,390 25,084 14,999 243,473
Capital Fund Trust..... 2,470 18,712 - 21,182
Employee Termination Benefits Trust Fund .................. 758 3 - 761
TOtal—Other ENLILIES .......ceivieeiierieee e 802,551 83,827 19,547 905,925
Conversion to the government accounting basis for consolidation purposes ....... 2,284 - - 2,284
Net other entities on the government accounting basis .............cccocuvevriiiinnnns 804,835 83,827 19,547 908,209
TOAL Lo 6,257,789 615,443 9,163,190 16,036,422

1 All Crown corporations listed at the margin in this table are parent Crown corporations.
2 These entities, which are not Crown corporations or agents of the Crown, are considered other consolidated entities.
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Liabilities
Third parties
Government, Accumulated Equity Total
Crown corporations Total profits Contributed Capital of liabilities
Borrowings Other and other entities liabilities (losses) surplus stock Canada and equity
- 8,279,530 286 8,279,816 (7,504,381) 449,712 15,000 (7,039,669) 1,240,147
- 123,249 1,146 124,395 323,436 - - 323,436 447,831
- 9,521 222,423 231,944 962,997 - - 962,997 1,194,941
- 193,792 1,203 194,995 584,112 - - 584,112 779,107
265,430 803,356 13,813 1,082,599 2,303,110 - - 2,303,110 3,385,709
- 54,495 16,753 71,248 14,088 10,000 - 24,088 95,336
3,789 55,307 71,658 130,754 - - - - 130,754
- 150,524 133,859 284,383 9,991 - - 9,991 294,374
- 28,764 217,383 246,147 69,186 - - 69,186 315,333
- 9,647 11,473 21,120 4,561 - - 4,561 25,681
- 38,064 159,186 197,250 (5,443) - - (5,443) 191,807
- 215 - 215 25,930 - - 25,930 26,145
- 16,398 62 16,460 27,151 - - 27,151 43,611
- 57,828 703 58,531 6,716 - - 6,716 65,247
- 65,450 17,241 82,691 17,907 - - 17,907 100,598
- 109,890 583 110,473 496,501 - - 496,501 606,974
- 26,899 228,790 255,689 (5,299) - - (5,299) 250,390
- 148,473 8,826 157,299 722,017 - - 722,017 879,316
- 6,846 91,033 97,879 3,341 - - 3,341 101,220
- 9,167 265,911 275,078 11,963 - - 11,963 287,041
- 6,657 10 6,667 6,727 - - 6,727 13,394
- 51,467 139 51,606 17,655 - - 17,655 69,261
56,440 16,518 104,235 177,193 235,076 - - 235,076 412,269
- 68,374 - 68,374 574,488 - - 574,488 642,862
- 257,764 1,123,480 1,381,244 337,943 - 9,300 347,243 1,728,487
- 775,679 - 775,679 1,132,510 - - 1,132,510 1,908,189
325,659 11,363,874 2,690,196 14,379,729 372,283 459,712 24,300 856,295 15,236,024
- (10,585) (2,405,898) (2,416,483) 2,792,684 (459,712) (24,300) 2,308,672 (107,811)
325,659 11,353,289 284,298 11,963,246 3,164,967 - - 3,164,967 15,128,213
- 2,201 253,324 255,525 - - - - 255,525
- 5,461 12,338 17,799 - - - - 17,799
- 62,742 304,443 367,185 - - - - 367,185
- 103,696 9,482 113,178 130,295 - - 130,295 243,473
- 2 21,180 21,182 - - - - 21,182
- 3 758 761 - - - - 761
- 174,105 601,525 775,630 130,295 - - 130,295 905,925
- (88) (579,973) (580,061) 582,345 - - 582,345 2,284
- 174,017 21,552 195,569 712,640 - - 712,640 908,209
325,659 11,527,306 305,850 12,158,815 3,877,607 - - 3,877,607 16,036,422
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Table 4.2

Revenues, expenses and other changes in equity of consolidated Crown corporations

and other entities for the year ended March 31, 2020

(in thousands of dollars)

Revenues

Government, Crown corporations
and other entities

Third Financial
Consolidated Crown corporations and other entities parties assistance Other Total
Crown corporations
Atomic Energy of Canada Limited ...........cccoeireiieenneiiinieeereeeesee e 162,044 868,140 5,722 1,035,906
Canada Council for the Arts ... 27,032 327,771 6,342 361,145
Canada Infrastructure Bank .... 19,795 537,541 - 557,336
Canadian Air Transport Security Authority . 9,206 846,862 - 856,068
Canadian Broadcasting Corporation..... 498,966 1,210,798 6,055 1,715,819
Canadian Commercial Corporation 23,380 4,500 2,319 30,199
Canadian Dairy Commission 328,568 3,967 274 332,809
Canadian Museum for Human Rights... 11,196 30,281 10 41,487
Canadian Museum of History 18,815 80,350 979 100,144
Canadian Museum of Immigration at Pier 21 .... 3,335 9,991 114 13,440
Canadian Museum of Nature 12,345 33,453 35 45,833
Canadian Race Relations Foundation (3,738) - 170 (3,568)
Canadian Tourism Commission..... 25,121 103,693 98 128,912
Defence Construction (1951) Limited .. 1,034 - 119,166 120,200
International Development Research Centre... 36,875 142,907 15,953 195,735
Marine Atlantic Inc. ..........c.cooe.e. 105,625 133,315 - 238,940
National Arts Centre Corporation.. 41,888 51,137 2,374 95,399
National Capital Commission.... 50,093 137,659 5,614 193,366
National Gallery of Canada 16,459 48,847 171 65,477
National Museum of Science and Technology ... 12,090 40,275 1,327 53,692
Standards Council of Canada.. 9,756 18,579 1,034 29,369
Telefilm Canada 22,226 109,379 471 132,076
The Federal Bridge Corporation Limited. 43,106 3,535 - 46,641
The Jacques Cartier and Champlain Bridges Inc.... 1,417 155,659 315 157,391
VIA Rail Canada Inc. .........cccccoeuuee. 373,638 405,707 2,514 781,859
Windsor-Detroit Bridge Authority.... 14,428 576,993 7 591,428
TOtal—CrowWn COMPOTALIONS. ........ccviuiiieereeeteierisee ettt 1,864,700 5,881,339 171,064 7,917,103
Conversion to the government accounting basis for consolidation purposes .. 19,324 266,477 - 285,801
Total on the government accounting basis 1,884,024 6,147,816 171,064 8,202,904
Consolidation AdjUSTMENTS ..........cviiiiiiiii s 636 (6,147,816) (171,064) (6,318,244)
Net amount—Crown COMPOTAtIONS .........c.curvriueuririeciriireieisicieieeeeisr e seeeeees 1,884,660 - - 1,884,660
Other entities
Canada Foundation for Innovation 6,494 366,896 125 373,515
Canada Foundation for Sustainable Development Technology ... 1,095 133,200 - 134,295
First Nations Market Housing Fund 9,543 - 972 10,515
St. Lawrence Seaway Management Corporation 77,969 1,714 60,867 140,550
Capital Fund Trust..... 84 55,000 7,792 62,876
Employee Termination Benefits Trust Fund .... 22 - - 22
Total—Other entities 95,207 556,810 69,756 721,773
Conversion to the government accounting basis for consolidation purposes .. 28,277 (4,964) - 23,313
Total on the government accouNting Dasis ..........cccovueeriiciinicenieeeec e 123,484 551,846 69,756 745,086
Consolidation adjustments 1,097 (551,846) (69,756) (620,505)
Net amount—Other entities .. 124,581 - - 124,581
2,009,241 - - 2,009,241

The accompanying notes to Table 4.1 are an integral part of this table.
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Expenses Equity transactions
Government, with the
Crown Net Equity Equity Remeasurement Government Equity
Third corporations income beginning adjustments gains end

parties and other entities Total (loss) of year and other (losses) Dividends Capital of year
1,352,944 2,260 1,355,204 (319,298) (6,721,285) - 914 - - (7,039,669)
340,848 1,219 342,067 19,078 335,121 - (30,763) - - 323,436
84,739 - 84,739 472,597 490,400 - - - - 962,997
805,184 19,708 824,892 31,176 552,936 - - - - 584,112
1,419,116 1,624 1,420,740 295,079 2,008,031 - - - - 2,303,110
22,316 5,144 27,460 2,739 21,349 - - - - 24,088
346,998 2,406 349,404 (16,595) - 16,595 - - - -
39,017 2,078 41,095 392 9,599 - - - - 9,991
95,565 3,952 99,517 627 68,559 - - - - 69,186
9,978 2,538 12,516 924 4,230 - (593) - - 4,561
46,258 2,865 49,123 (3,290) (2,153) - - - - (5,443)
1,044 - 1,044 (4,612) 30,074 - 468 - - 25,930
128,529 1,130 129,659 (747) 27,708 - 190 - - 27,151
122,381 842 123,223 (3,023) 9,454 - 285 - - 6,716
189,181 2,792 191,973 3,762 14,145 - - - - 17,907
236,670 - 236,670 2,270 505,571 - (11,340) - - 496,501
94,114 1,234 95,348 51 (5,350) - - - - (5,299)
132,537 7,865 140,402 52,964 669,053 - - - - 722,017
57,580 7,339 64,919 558 2,783 - - - - 3,341
48,592 6,580 55,172 (1,480) 13,443 - - - - 11,963
29,078 125 29,203 166 6,561 - - - - 6,727
126,236 1,996 128,232 3,844 13,811 - - - - 17,655
48,625 - 48,625 (1,984) 236,046 720 294 - - 235,076
148,799 - 148,799 8,592 565,896 - - - - 574,488
742,351 8,430 750,781 31,078 316,165 - - - - 347,243
131,430 - 131,430 459,998 671,385 1 1,126 - - 1,132,510
6,800,110 82,127 6,882,237 1,034,866 (156,468) 17,316 (39,419) - - 856,295
(3,225) 5,920 2,695 283,106 2,003,463 (17,316) 39,419 - - 2,308,672
6,796,885 88,047 6,884,932 1,317,972 1,846,995 - - - - 3,164,967
2,139 (88,047) (85,908) (6,232,336) - 6,232,336 - - - -
6,799,024 - 6,799,024 (4,914,364) 1,846,995 6,232,336 - - - 3,164,967
373,477 38 373,515 - - - - - - -
134,295 - 134,295 - - - - - - -
9,543 972 10,515 - - - - - - -
124,970 218 125,188 15,362 114,933 - - - - 130,295
2 62,874 62,876 - - - - - - -
2 20 22 - - - - - - -
642,289 64,122 706,411 15,362 114,933 - - - - 130,295
2,007 (2,007) - 23,313 559,032 - - - - 582,345
644,296 62,115 706,411 38,675 673,965 - - - - 712,640
998 (62,115) (61,117) (559,388) - 559,388 - - - -
645,294 - 645,294 (520,713) 673,965 559,388 - - - 712,640
7,444,318 - 7,444,318 (5,435,077) 2,520,960 6,791,724 - - - 3,877,607
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Borrowings by consolidated agent Crown corporations

Table 4.3
Borrowings by consolidated agent Crown corporations

(in thousands of dollars)

Borrowings Repayments
and other and other
April 1, 2019 credits charges March 31, 2020
Canadian Broadcasting COrpOration............cocoeueirieeiririeisinieresesieesiee e 291,846 18,095 44,511 265,430
Canadian Dairy COMMISSION ........cviiiiiiiiiiit s 5,638 68,117 69,966 3,789
The Federal Bridge Corporation Limited . 62,546 1,662 7,768 56,440
TOHAL ettt 360,030 87,874 122,245 325,659

This information is published to satisfy section 49 of the Financial Administration Act (FAA) which requires that an annual statement be
included in the Public Accounts of Canada. The borrowings are from lenders other than the government. In accordance with section 54 of
the FAA, the payment of all money borrowed by agent Crown corporations and interest thereon is a charge on and payable out of the

Consolidated Revenue Fund.

Contingent liabilities of consolidated Crown corporations and other entities

Contingent liabilities of consolidated Crown corporations are included in the Government of Canada’s financial statements as follows,

refer to section 2 for further details.

Table 4.4

Contingent liabilities of consolidated Crown corporations and other entities

(in thousands of dollars)

Pending and threatened litigation and other ClaimS—ProViSion ACCIUBT. .............ciiitiuiriiieiieetei ettt

Pending and threatened litigation and other claims—Disclosure only ....

2020

35,752
19,258
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Financial assistance under budgetary appropriations to consolidated Crown corporations

Table 4.5 presents charges to appropriations or authorities approved by Parliament. It should be read in conjunction with Table 4.2.
Differences in figures reported in Table 4.2 and those reported in Table 4.5 result from the use of different accounting policies and from
items in transit.

Table 4.5
Financial assistance under budgetary appropriations to consolidated Crown corporations
for the year ended March 31, 2020

(in thousands of dollars)

Agent Crown corporations

Atomic Energy of Canada Limited....
Canadian Air Transport Security Authority .
Canadian Broadcasting Corporation
Canadian Commercial Corporation
Canadian Dairy Commission............
Canadian Museum for Human Rights
Canadian Museum of History................
Canadian Museum of Immigration at Pier 21
Canadian Museum of Nature
Canadian Tourism Commission.
National Capital Commission
National Gallery of Canada........

National Museum of Science and Technology....
Telefilm Canada
The Jacques Cartier and Champlain Bridges Inc

Total—Agent Crown COMPOTatioNS ...........cueuerrieeirerieirieie s
Non-agent Crown corporations

Canada Council for the Arts ..
Canada Infrastructure Bank ...
International Development Research Centre....
Marine Atlantic InC. .......ccccoeveninene
National Arts Centre Corporation
Standards Council of Canada
VIA Rail Canada Inc. ............
Windsor-Detroit Bridge Authority....

Total—Non-agent Crown COrPOTatIONS ..........c.eeevrveerieieirineieeieieieieieieeeeeieeeeeeeeeeees

Financial assistance

Program Operating Capital under
expenditures expenditures expenditures budgetary
vote vote vote appropriations*
868,140 - - 868,140
847,862 - - 847,862
- 1,098,114 112,684 1,210,798
4,500 - - 4,500
3,967 - - 3,967
26,955 - - 26,955
75,729 - - 75,729
7,905 - - 7,905
29,197 - - 29,197
100,666 - - 100,666
- 75,027 62,453 137,480
- 39,171 8,000 47,171
30,937 - - 30,937
109,379 - - 109,379
155,647 - - 155,647
2,260,884 1,212,312 183,137 3,656,333
327,771 - - 327,771
759,154 - - 759,154
142,907 - - 142,907
130,904 - - 130,904
35,270 - - 35,270
18,579 - - 18,579
506,348 - - 506,348
570,550 - - 570,550
2,491,483 - - 2,491,483
4,752,367 1,212,312 183,137 6,147,816

1

Excludes grants and contributions paid to consolidated Crown corporations where they qualify as members of a general class of recipients.
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Consolidated specified purpose accounts

Consolidated specified purpose accounts are particular categories of revenues and expenses whereby legislation requires that revenues
received for purposes specified in the legislation be credited to these accounts and that related payments be charged to the accounts. They
are principally used where the activities are similar in nature to departmental activities and the transactions do not represent future
liabilities to third parties but in essence constitute government revenues and expenses.

Enabling legislation requires that the transactions in each of these accounts be accounted for separately. Table 4.6 presents a summary of
the balances and transactions of these accounts, in the manner required by legislation.

The financial statements of the Employment Insurance Operating Account, together with the Independent auditor’s Report, are presented
at the end of this section.

Table 4.6
Consolidated specified purpose accounts
(in dollars)
Revenues and other credits Expenses and other debits
External Internal External Internal
April 1, 2019 transactions transactions transactions transactions March 31, 2020
Insurance accounts
Agriculture and Agri-Food
Department of Agriculture and Agri-Food
Crop Reinsurance Fund 577,373,441 25,211 - - - 577,398,652
Less: Interest-bearing loans .... 277,514,751 - - - - 277,514,751
299,858,690 25,211 - - - 299,883,901
Agricultural Commodities Stabilization
ACCOUNES......oviiiiiiicece e 646,510 - - - - 646,510
300,505,200 25211 - - - 300,530,411
Families, Children and Social Development
Department of Employment and Social
Development
Employment Insurance Operating Account,
Table 4.7 .o 4,915,647,005 22,296,261,055 417,396,296 22,001,812,689  1,722,964,278  3,904,527,389
Finance
Department of Finance
Investors' Indemnity Account............c.ccevevnne. 45,303 - - - - 45,303
Health
Department of Health
Health Insurance Supplementary Account....... 28,386 - - - - 28,386
Natural Resources
Department of Natural Resources
Nuclear Liability Account 4,439,445 143,510 - - - 4,582,955
Transport
Department of Transport
Fund for railway accidents involving
designated goods 39,568,125 26,827,271 680,436 350,872 115,765 66,609,195
Ship-Source Oil Pollution Fund 411,464,720 827,329 5,713,403 3,699,981 2,312,153 411,993,318
451,032,845 27,654,600 6,393,839 4,050,853 2,427,918 478,602,513

Total insurance accounts 5,671,698,184 22,324,084,376 423,790,135 22,005,863,542  1,725,392,196  4,688,316,957
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Consolidated specified purpose accounts—concluded

(in dollars)

Public Accounts of Canada 2019-2020

Other consolidated specified purpose accounts
Canadian Heritage
The National Battlefields Commission
Trust FUNd......coccvviiiciicece
Crown-Indigenous Relations and Northern Affairs
Department of Crown-Indigenous Relations
and Northern Affairs
Environmental Studies Research Fund?...........
Environment and Climate Change
Department of the Environment
Court Award Deposits
Other than Environmental Damages Fund .
Environmental Damages Fund ............c.c.ccce...
Parks Canada Agency
New Parks and Historic Sites Account.............

Finance
Department of Finance
Canadian Commercial Bank and
Northland Bank Holdback Account...........
Fisheries, Oceans and the Canadian Coast Guard
Department of Fisheries and Oceans
Supplementary Fines Account
Species at Risk Act
Supplementary Fish Fines Account ..

Natural Resources
Department of Natural Resources
Environmental Studies Research Fund ............
Public Services and Procurement
Department of Public Works
and Government Services
Seized Property Proceeds Account..................
Transport
Department of Transport
Fines for the Transportation of
Dangerous Goods

Total other consolidated specified purpose accounts........

Endowment principal
Environment and Climate Change
Parks Canada Agency
Mackenzie King Trust ACCOUNt...............cccoene
Health
Canadian Institutes of Health Research
Endowments for Health Research ...................
Innovation, Science and Economic development
National Research Council of Canada
H.L. Holmes FuNd.........ccccoovrivinininniiiiiiinn
W.G. Schneider Fund..

Science
Social Sciences and Humanities
Research Council
Queen's Fellowship Fund ...

Total endowment prinCipal ...........coovviririiirinniiniiiiiins

Revenues and other credits

Expenses and other debits

External Internal External Internal

April 1, 2019 transactions transactions transactions transactions March 31, 2020
1,174,729 119,990 14,208 495 - 1,308,432
286,103 - 154,948 11,964 274,139 154,948
509,193 - - - - 509,193
29,235,271 204,286,886 1,217,726 3,272,598 484,000 230,983,285
57,605,441 241,748 26,323,000 4,942,837 75,562 79,151,790
87,349,905 204,528,634 27,540,726 8,215,435 559,562 310,644,268
246,223,464 - - - - 246,223,464
35,000 - - - - 35,000
2,300,760 29,600 - 56,764 - 2,273,596
2,335,760 29,600 - 56,764 - 2,308,596
5,734,238 1,729,273 - 964,067 624,507 5,874,937
26,745,283 25,319,904 - 20,160,640 - 31,904,547
4,113,754 40,000 - - - 4,153,754
373,963,236 231,767,401 27,709,882 29,409,365 1,458,208 602,572,946
225,000 - - - - 225,000
75,000 - - - - 75,000
5,313,432 153,078 - - - 5,466,510
30,000 - - - - 30,000
5,343,432 153,078 - - - 5,496,510
250,000 - - - - 250,000
5,893,432 153,078 - - - 6,046,510
6,051,554,852  22,556,004,855 451,500,017 22,035,272,907  1,726,850,404  5,296,936,413

1

This account has been transferred from the Department of Indian Affairs and Northern Development.
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Insurance accounts

Crop Reinsurance Fund

This Fund, continued in the accounts of Canada pursuant to subsection 13(1) of the Farm Income Protection Act, provides insurance to
participating provinces for deficits they might incur in their agriculture insurance funds. The Crop Reinsurance Fund currently operates
under the authority of the Farm Income Protection Act.

The revenues of the Fund come from a percentage of total premiums collected by provinces for the purpose of insurance of agricultural
production. Both the amount of revenue collected and expenditures from the Crop Reinsurance Fund paid to provinces are subject to the
terms of reinsurance agreements. When there are insufficient revenues in the Crop Reinsurance Fund to make payments, the Minister of
Finance may authorize an advance of additional funds to cover these obligations. These advances are recovered from future revenues.
Currently, the interest rate earned on surpluses in the Crop Reinsurance Fund and the interest rate charged to advances to the Fund have
been set by the Department of Finance at zero percent.

Agricultural Commodities Stabilization Accounts

The purpose of these accounts was to reduce income loss to producers from market risks through stabilizing prices. Premiums were shared
equally by the Government of Canada, the governments of participating provinces and participating producers.

These accounts are continued in the accounts of Canada pursuant to subsection 16(2) of the Farm Income Protection Act. Current activities
are limited to collection of accounts receivable. The Agricultural Stabilization Act, under which the commodity accounts formerly
operated, has been repealed and replaced by the Farm Income Protection Act effective April 1, 1991.

Employment Insurance Operating Account

The Canada Employment Insurance Commission (the Commission), a departmental corporation named in Schedule Il to the Financial
Administration Act, administers the Employment Insurance Act (the Act). The Commission is co-managed by Commissioners
representative of the government, workers and employers. The objective of the Act is to provide employment insurance benefits,
employment programs and services to eligible workers. The financial transactions relating to this objective are reported through the
Employment Insurance Operating Account (the Account).

The Account was established in the accounts of Canada by the Act. All amounts received under the Act are deposited in the Consolidated
Revenue Fund and credited to the Account. The benefits and the costs of administration of the Act are paid out of the Consolidated
Revenue Fund and charged to the Account.

Employee premium rate for each $100 of insurable earnings was $1.62 from January 1, 2019, to December 31, 2019, for employees
without a Provincial Parental Insurance Plan and $1.25 for the others. From January 1, 2020, to March 31, 2020, the rate was $1.58 for
employees without a Provincial Parental Insurance Plan and $1.20 for the others. Employer premium rate is calculated at the rate of
1.4 times the amount of the employee’s premiums. The annual maximum insurable earnings for the 2020 calendar year is $54,200
($53,100 in 2019).

Table 4.7
Transactions in the Employment Insurance Operating Account

(in millions of dollars)

2020 2019
Revenues
Premiums

EMPIOYETS aNd EMPIOYEESY ........co.ovviieiiieieeieee ettt et bbb bbbt ens 22,637 22,699
Penalties and INTErESt FEVENUE............ciiiiiiiiiicii bbb 77 83
22,714 22,782

Expenses
BENMETIES ...ttt E b b £ b h bR £ Eeh bR £ b h b h Rt e bRt b h ettt ben s 17,661 16,717
Transfers 10 the PrOVINCES—PAIT I1.........c.iiiiiiiiiiiiiieieieiei bbb bbb bbb bbb bbb bbb 2,329 2,171
Employment Insurance Emergency ReSPONSE BENETIL..........cciiiiiiiiiiiiiiiiiicec e 1,761 -
AGMINISTTALION COSTS.....uuiviiiiiiii bbb bbb bbb bbb 1,718 1,641
Administration COSt tranSferred t0 PrOVINCES .........ccuiueiiiriiiiiit ettt ettt eb bbb e s 191 189
BaO GEDES.....coiiiiic e 65 99
23,725 20,817
INBE CNANGE ...tttk btk h b b ek h b e b h £ £k e Rt £ e b e H e b e R £ E e bR E e bR R bR £ e E Rt b bt b ettt (1,011) 1,965
Balance at DEGINNING OF YRAT ........cviuiiiiitiiiie et bbb bbb b bt e b st bbbt b btk s et en b 4,916 2,951
BalanCe @t €N0 OF YBAT ...ttt bbbt b s bbb bR bbb bR b bt b Rt b bt b bttt 3,905 4,916

1 The difference between premium revenue presented here and the amount presented in the Government of Canada consolidated financial statements is due to the elimination
on consolidation of premiums incurred by the Government of Canada, for an amount of $417 million ($403 million in 2019).
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Investors’ Indemnity Account

Section 57 of the Financial Administration Act provides for this account, and for the crediting thereto of the sum of $25,000, such further
amounts as are appropriated by Parliament for the purposes of this section, and any recoveries of the losses referred to in section 58 of the
Act. This sum was increased to $50,000 by Treasury Board Submission No. 817667 dated December 12, 1991.

Section 58 of the Act states that the Minister may, in accordance with and subject to regulations, pay out of the account, any losses
sustained by subscribers for securities who have paid all or part of the purchase price for those securities but have not received the security
or repayment of the amount so paid, and losses sustained by any person in the redemption of securities.

Health Insurance Supplementary Account

This account was established pursuant to Vote L16b, Appropriation Act No. 2, 1973, to record payments in respect of persons who, through
no fault of their own, have lost or been unable to obtain coverage for the insured health services under the Canada Health Act, and in
accordance with the Federal Provincial Agreement on Eligibility and Portability. Contributions are made by all provinces to the account
in proportion to population and are matched by the Federal government.

Nuclear Liability Account—Department of Natural Resources

This account is a continuation of the Nuclear Liability Reinsurance Account under the previous Nuclear Liability Act. It is established
pursuant to sub-section 32(1) of the Nuclear Liability and Compensation Act, to record indemnity fees paid by operators and to provide
for payment of any claims arising under the indemnity agreements entered into between the government and nuclear installation operators.

Fund for railway accidents involving designated goods

This account was established pursuant to the Safe and Accountable Rail Act to establish a compensation fund to cover the losses, damages,
costs and expenses resulting from a railway accident involving crude oil or other designated goods that exceed the minimum liability
insurance coverage. This account is financed by a levy on shipments of crude oil by rail.

Ship-Source Qil Pollution Fund

This account was established pursuant to subsection 2001, c.6 of the Marine Liability Act (previously the Canada Shipping Act), to record
levy tonnage payments for oil carried by ships in Canadian waters. Maritime pollution claims, the fee of the Fund Administrator, and
related oil pollution control expenses, are to be financed out of the Fund.

Other consolidated specified purpose accounts

Trust Fund—The National Battlefields Commission

This account was established at the creation of The National Battlefields Commission for the purpose of acquiring various properties for
the development of the park. The funds are received by way of private contributions, from municipal corporations, provincial governments
and others, and deposited for the purposes of the Commission, as prescribed for in its incorporation Act.

Environmental Studies Research Fund—Department of Crown-Indigenous Relations and Northern Affairs

This account was established pursuant to subsection 76(1) of the Canada Petroleum Resources Act. The purpose of the Fund is to finance
environmental and social studies pertaining to the manner in which, and the terms and conditions under which, exploration, development
and production activities on frontier lands, authorized under this Act or any other act of Parliament, should be conducted.

Court Award Deposits—Other than Environmental Damages Fund

This account was established for the management of court orders/awards or other financial compensation to the Department of the
Environment that are not under the legal authority of the Environmental Damages Fund.

Environmental Damages Fund

This account was established for the management of court orders/awards or other financial compensation to the Department of the
Environment for damages to the environment.

New Parks and Historic Sites Account

This specified purpose account was established pursuant to the Parks Canada Agency Act primarily to provide the Agency with the ability
to set aside capital funds for new protected areas. Funds are deposited into this account in order to protect the capital funding required and
honor the Agency’s commitment for the establishment, enlargement or designation of national parks, national historic sites, national
marine conservation areas or other protected heritage areas.
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Canadian Commercial Bank and Northland Bank Holdback Account

This account was established to record the amount held from the recovery of monies received from the winding up of Canadian
Commercial Bank and Northland Bank.

Supplementary Fines Account—Species at Risk Act

The account was established to record the deposit of funds received from persons declared guilty of offences under the Species at Risk
Act, under paragraph 105(h) of the Act.

Supplementary Fish Fines Account

The account was established to record the deposit of funds received from persons declared guilty of offences under the Fisheries Act,
under paragraph 79(2)(f) of the Act.

Environmental Studies Research Fund—Department of Natural Resources

This account was established pursuant to subsection 76(1) of the Canada Petroleum Resources Act. The purpose of the Fund is to finance
environmental and social studies pertaining to the manner in which, and the terms and conditions under which, exploration, development
and production activities on frontier lands, authorized under this Act or any other act of Parliament, should be conducted.

Seized Property Proceeds Account

This account was established, pursuant to section 13 of the Seized Property Management Act, to record the net proceeds received from
the disposition of seized and forfeited properties to Her Majesty or fines imposed and also funds received from the government of foreign
states pursuant to agreements for the purpose of the Act. The Act also provides that the following be charged to the Account: operating
expenses incurred in carrying out the purpose of the Act, amounts paid as a result of claims and repayments of advances from the Minister
of Finance, interest on drawdown from Seized Property Working Capital Account and distribution of the proceeds to the relevant
jurisdictions and the Consolidated Revenue Fund.

Fines for the Transportation of Dangerous Goods

This account was established, pursuant to the Transportation of Dangerous Goods Act, 1992 and related regulations, to record fines levied
by courts.

Endowment principal

Mackenzie King Trust Account

The late The Right Hon W L Mackenzie King bequeathed Laurier House, Ottawa, and the sum of $225,000, to the Government of Canada.
This amount was credited to the account and earns interest, in accordance with the terms of section 3 of the Laurier House Act. The interest
is to be used to assist in the maintenance of the Laurier House, which is to be preserved as a place of historic interest, and also to provide
accommaodation for study and research.

Endowments for health research

This account was established pursuant to section 29 of the Canadian Institutes of Health Research Act to record various endowments
received from donors for the purpose of health research. The interest received is used for the payment of research grants.

H.L. Holmes Fund

This account was established, pursuant to paragraph 5(1)(f) of the National Research Council Act, to record the residue of the estate of
H.L. Holmes. Up to two thirds of the yearly net income from the fund shall be used to finance the H.L. Holmes Award on an annual basis.
These awards will provide the opportunity to post-doctoral students to study at world famous graduate schools or research institutes under
outstanding research persons.

W.G. Schneider Fund

This account was established pursuant to paragraph 5(1)(f) of the National Research Council Act, to record the residue of the estate of
W.G. Schneider. The yearly net income from the fund shall be used to finance the Schneider Medal. This award recognizes employees
who have made outstanding contributions to the National Research Council of Canada.

Queen’s Fellowship Fund

This fund is an endowment of $250,000 that was established by Vote 45a, Appropriation Act No. 5, 1973-74. The interest earned is used
for the payment of fellowships to graduate students in certain fields of Canadian studies.
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Supplementary statement

Employment Insurance Operating Account
Management’s responsibility for financial statements

The financial statements of the Employment Insurance Operating Account (the Account) are prepared in accordance with Canadian public
sector accounting standards by the management of Employment and Social Development Canada (ESDC). The Canada Employment
Insurance Commission, through the officers and employees of ESDC, is responsible for the delivery of the Employment Insurance program
and the day-to-day administration of the Account. The Chairperson, as the Accounting Officer, and the Chief Financial Officer of ESDC
are responsible for the preparation of these financial statements and the integrity and objectivity of the information contained within,
including the amounts which must, of necessity, be based on best estimates and judgement. The significant accounting policies are
identified in Note 2 to the financial statements.

To fulfill their accounting and reporting responsibilities, the management of ESDC has developed and maintains books of account,
financial and management controls, information systems and management practices. These systems are designed to provide reasonable
assurance that financial information is reliable, that assets are safeguarded and that transactions are properly authorized and recorded in
accordance with the Employment Insurance Act and regulations, the Canada Emergency Response Benefit Act as well as the Financial
Administration Act and regulations.

The Auditor General of Canada, the external auditor of the Account, conducts an independent audit of the financial statements in
accordance with Canadian generally accepted auditing standards and provides a report to the Minister of Employment, Workforce
Development and Disability Inclusion.

The financial statements of the Account are an integral part of the Public Accounts of Canada, which are tabled in the House of Commons
and are referred to the Standing Committee on Public Accounts for examination purposes.

Graham Flack

Deputy Minister

Employment and Social Development Canada

and Chairperson of the Canada Employment Insurance Commission

Mark Perlman, CPA, CMA
Chief Financial Officer
Employment and Social Development Canada

Gatineau, Canada
October 2, 2020
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Employment Insurance Operating Account—continued

Independent Auditor’s Report

To the Minister of Employment, Workforce Development and Disability Inclusion
Opinion

We have audited the financial statements of the Employment Insurance Operating Account (the Account), which comprise the statement
of financial position as at 31 March 2020, and the statement of operations and accumulated surplus, statement of change in net financial
assets and statement of cash flow for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Account as at
31 March 2020, and the results of its operations, changes in its net financial assets, and its cash flows for the year then ended in accordance
with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Account in accordance with the ethical requirements that are relevant to our audit of the financial statements in Canada, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian public sector
accounting standards, and for such internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Account’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Account or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Account’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.
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Employment Insurance Operating Account—continued

Independent Auditor’s Report—concluded

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Account’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Account’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Account to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Original signed by

Nathalie Chartrand, CPA, CA
Principal

for the Auditor General of Canada

Ottawa, Canada
2 October 2020
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Employment Insurance Operating Account—continued

Statement of financial position
as at March 31

(in thousands of dollars)

Financial assets
Balance of the account with Receiver General for Canada
Premiums receivable (NOte 7) .......coovvvririrrinriiiiiiiiis
Benefit overpayments and penalties receivable (Note 3) ...
Benefit repayments receivable from higher inCOME CIAIMANTS .............coiiiiiiiii e

Liabilities
BENETIS PAYADIE ...
Other acCoUNtS PAYADIE (NOTE 4).......oiviuiuiiieteiiitet ettt bbbt h et bbb st bbbt b b stk b b b ettt n bt e

Net financial assets and @CCUMUIALED SUFPIUS ..........covviiiiiiiieiei bt

2020 2019
4,212,337 2,698,319
1,341,830 2,120,052

546,475 494,891

376,519 432,284
6,477,161 5,745,546
2,509,903 784,384

62,731 45,515
2,572,634 829,899
3,904,527 4,915,647

Contractual obligations (Note 10)
Contingent liabilities (Note 12)
The accompanying notes and schedules are an integral part of these financial statements.

Approved by:

Graham Flack

Deputy Minister

Employment and Social Development Canada

and Chairperson of the Canada Employment Insurance Commission

Mark Perlman, CPA, CMA
Chief Financial Officer
Employment and Social Development Canada
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Employment Insurance Operating Account—continued

Statement of operations and accumulated surplus
for the year ended March 31

(in thousands of dollars)

Budget 2020 Actual 2020 Actual 2019
(Note 6)
Revenues
Premiums (Note 7) 22,647,100 22,636,570 22,698,401
Penalties (Note 3) 63,900 54,719 62,021
Interest (Note 3) 21,900 22,368 21,222
22,732,900 22,713,657 22,781,644
Expenses
Benefits and support measures (Schedule 1)
INCOME DENETILS (NOE 8) .....oviiiieiieiete et 18,647,000 17,749,940 16,866,292
Transfers to provinces and territories related to Labour
Market Development Agreements (LMDA) 2,245,500 2,329,238 2,170,960
Employment Insurance Emergency Response Benefit . - 1,761,404 -
Support measures 153,880 146,934 136,960
Benefit repayments from higher income claimants .............cccooiriiiininiis (290,000) (237,048) (286,247)
20,756,380 21,750,468 18,887,965
Administration costs (Note 9).... 1,691,000 1,909,035 1,830,404
Bad debts 70,000 65,274 98,986
22,517,380 23,724,777 20,817,355
Net surplus (deficit) fOr the YEAr ... 215,520 (1,011,120) 1,964,289
Accumulated surplus—beginning Of YEAI ...........ccccoiiiiiiiiiiieei e 4,915,647 4,915,647 2,951,358
Accumulated SUFPIUS—eNd OF YEAT .......c.ciuiiiiiiiiiiiiiiieiiei e 5,131,167 3,904,527 4,915,647
The accompanying notes and schedules are an integral part of these financial statements.
Statement of change in net financial assets
for the year ended March 31
(in thousands of dollars)
Budget 2020 Actual 2020 Actual 2019
(Note 6)
Net surplus (deficit) for the year 215,520 (1,011,120) 1,964,289
Net financial assets—beginning of year. 4,915,647 4,915,647 2,951,358
Net financial assets—end of year ..... 5,131,167 3,904,527 4,915,647

The accompanying notes and schedules are an integral part of these financial statements.
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Employment Insurance Operating Account—continued

Statement of cash flow
for the year ended March 31

(in thousands of dollars)

Operating activities
Cash receipts
Premiums
Recoveries of benefit overpayments, penalties and interest.
Benefit repayments received from higher income claimants

Cash payments
Income benefits
Transfers to provinces and territories related to LMDA ..
Support measures..........
Administration costs

Net change in balance of the account with Receiver General for Canada
Balance of the account with Receiver General for Canada

Beginning of year...
End of year ....

2020 2019
23,414,793 22,435,846
350,372 344,300
292,813 291,870
24,057,978 23,072,016
(18,107,347) (17,213,520)
(2,388,688) (2,188,798)
(148,514) (138,199)
(1,899,411) (1,872,181)
(22,543,960) (21,412,698)
1,514,018 1,659,318
2,698,319 1,039,001
4,212,337 2,698,319

The accompanying notes and schedules are an integral part of these financial statements.
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Employment Insurance Operating Account—continued

Notes to the financial statements for the year ended March 31, 2020

1. Authority, objective and responsibilities

The Canada Employment Insurance Commission (the Commission), a departmental corporation named in Schedule Il to the Financial
Administration Act, administers the Employment Insurance Act (the Act). The Commission is co-managed by Commissioners
representative of the government, workers and employers. The objective of the Act is to provide employment insurance (EI) benefits,
employment programs and services to eligible workers. The financial transactions relating to this objective are reported through the
Employment Insurance Operating Account (the Account).

The Account was established in the accounts of Canada by the Act. All amounts received under the Act are deposited in the Consolidated
Revenue Fund and credited to the Account. The benefits and the costs of administration of the Act are paid out of the Consolidated
Revenue Fund and charged to the Account. In these financial statements, the Consolidated Revenue Fund is represented by the Balance
of the account with Receiver General for Canada.

The Commission, through the officers and employees of the Department of Employment and Social Development Canada (ESDC), is
responsible for the delivery of the Employment Insurance program and the day-to-day administration of the Account. The Commission
sets the EI premium rate, the annual maximum insurable earnings and the employer’s premium reduction in respect of wage-loss plans,
subject to the legislated parameters in the Act.

Starting with the 2017 EI premium rate, the Commission assumed responsibility for setting the EI premium rate for each year no higher
than needed to cover the projected costs of the EI program over a seven-year period and eliminate any cumulative surplus/deficit in the
Account.

The Minister of National Revenue is responsible for collecting premiums from employers and employees and for administering and
enforcing the provisions of the Act relating to benefit repayments receivable from higher income claimants.

The Act authorizes the Commission, with the approval of the Minister responsible for ESDC, to enter into Labour Market Development
Agreements (LMDA) with each province and territory. Under these agreements, the Government of Canada provides contributions to
provincial and territorial governments to be used to pay for all or a portion of the costs of their benefits and measures provided they are
similar to the employment benefits and support measures established under Part Il of the Act. The contributions can also be used to pay
for any administration costs incurred in providing these similar benefits and measures.

The Act also requires the Commission to make regulations to provide a system to reduce employers’ and employees’ premiums when
payments under a provincial law would have the effect of reducing or eliminating the special benefits payable under the Act.

On March 25, 2020, Bill C-13, an Act respecting certain measures in response to coronavirus disease 2019 (COVID-19 Emergency
Response Act), received Royal Assent. Part 2 enacted the Canada Emergency Response Benefit Act to authorize the making of income
support payments to workers who suffer a loss of income for reasons related to the COVID-19. Part 18 of the COVID-19 Emergency
Response Act also amended the Act to provide the Minister of Employment, Workforce Development and Disability Inclusion with the
authority to make interim orders for the purpose of mitigating the economic effects of COVID-19. The EIl emergency response benefit
(ERB) was created using this new authority and the EI ERB was added in the new Part VII1.4 of the Act. EI ERB are paid pursuant to
Part 111 of the Act.

2. Significant accounting policies

The Account is a component of the Government of Canada reporting entity. In this context, its operations are consolidated with those of
the government and are presented in the financial statements of the Government of Canada.

(a) Basis of accounting
These financial statements are prepared in accordance with Canadian public sector accounting standards (PSAS).
(b) Premiums

Premiums are recognized as revenue in the period in which they are earned, when workers, through their employment, generate these
premiums and the related employer’s contribution. Premiums earned in the period are measured from amounts assessed by the Canada
Revenue Agency (CRA) and from estimates of amounts not yet assessed. Premium revenue also includes adjustments between actual and
estimated premiums of previous years.
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Employment Insurance Operating Account—continued
Notes to the financial statements for the year ended March 31, 2020—continued
(c) Benefits and support measures

Benefits and support measures include income benefits (or benefits under Part | of the Act) and employment benefits and support measures
(benefits under Part 11 of the Act). Those benefit expenses are recorded when the recipients become entitled to the benefits. An estimate
of the benefits earned by the recipients related to the current fiscal year but not yet paid are recorded as benefits payable. This estimate is
based on actual payments made subsequent to year-end.

Income benefits provide temporary income support to claimants while they look for work. Income benefits include self-employed fishers,
work-sharing agreements for temporary work shortages. They also include special benefits such as maternity, parental, sickness, family
caregiver and compassionate care benefits. Income benefit expenses represent the amounts paid and payable to claimants for the period
relating to the fiscal year, for the weeks the claimants were entitled to the payments. Overpayments established during the year are deducted
from these expenses.

The rates for income benefits are set on a calendar year basis. The maximum rate is $573 per week for the period from January to
December 2020, and $562 per week for January to December 2019 ($547 per week for 2018). Benefits are paid at the lesser of 55% of
average insurable earnings and the maximum rate. For claimants who qualify as a low-income family with children, the rate may be
increased up to the lesser of 80% of average insurable earnings and the maximum rate.

The Canada Emergency Response Benefit (CERB) provides financial support to employed and self-employed Canadians who are directly
affected by COVID-19. CERB is jointly delivered by ESDC and CRA. ESDC delivered the Employment Insurance Emergency Response
Benefit to provide a flat rate income support payments of $500 per week to workers who suffer a loss of income for reasons related to
COVID-19 for EI claims received on or after March 15, 2020, in place of the regular El benefits. Employment Insurance Emergency
Benefit payments may be increased by an amount for family supplement for claimants who qualify as a low-income family with children.
The Employment Insurance Emergency Response Benefit expenses, which are paid out of the Account, represent an estimate of the
benefits earned by claimants relating to the fiscal year but not paid as of March 31 2020. CRA delivered CERB on behalf of ESDC to
provide income support to claimants who are self-employed or part-time employees for less than 8 months. The benefits administered by
CRA are paid out of the CRF and are not charged to the Account.

Transfer payments to the provinces and territories under the LMDA are made pursuant to section 63 of the Act. Similar to the employment
benefits and support measures, these transfers” payments are recorded as expenses in the year in which the provinces/territories met the
eligibility criteria and the transfers are authorized. Overpayments to provinces and territories are recovered and recorded as a reduction of
expenses.

Support measures provide financial assistance, through government transfers, to eligible persons to help them re-integrate into the labour
market and to third parties to help them provide employment assistance services to unemployed workers and employed persons if they are
facing a loss of their employment. These expenses include the direct costs of financial and employment assistance programs and related
measures provided to eligible persons and third parties. Government transfers are recognized in the year in which the recipient has met
the eligibility criteria or fulfilled the terms of a contractual transfer agreement and the transfer is authorized.

Claimants with income levels higher than those stated in the Act have to repay a portion of Income benefits they receive. Benefit
repayments received and the estimated benefit repayments receivable are assessed by the CRA based on tax returns assessed and an
estimate of tax returns not yet assessed. These benefit repayments are disclosed in the Statement of operations and accumulated surplus
and Schedule | as benefit repayments from higher income claimants. Employment Insurance Emergency Benefit is not subject to these
repayments.

(d) Administration costs

Administration costs are charged to the Account in accordance with various memoranda of understanding. The Account does not have
employees and ESDC administers the Act. In addition to ESDC, other federal government departments also provide services to the
Account. Under all the various memoranda of understanding, the Account is charged at cost and transactions are measured at the exchange
value.

Also, the administration costs paid to provinces and territories to administer the LMDA are included in the administration costs for the
year according to the provisions of those agreements and are also measured at the exchange value.

(e) Balance of the account with Receiver General for Canada

The Account operates within the Consolidated Revenue Fund (CRF), which is administered by the Receiver General for Canada. All cash
received by and credited to the Account is deposited to the CRF, and all cash disbursements made by and charged to the Account are paid
from the CRF. The balance of the account with Receiver General for Canada is the difference between all cash receipts and all cash
disbursements, including transactions with departments of the government.
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Employment Insurance Operating Account—continued
Notes to the financial statements for the year ended March 31, 2020—continued
(f) Related party transactions

Inter-entity transactions

Inter-entity transactions are transactions between commonly controlled entities. The Account is a component of the Government of Canada
reporting entity and is therefore related to all federal departments, agencies and Crown corporations. Inter-entity transactions are recorded
on a gross basis and are measured at the carrying amount, except for the following:

i. Inter-entity transactions are measured at the exchange value when undertaken on similar terms and conditions to those adopted if the
entities were dealing at arm’s length, or where cost provided are recovered.

ii. Goods or services received without charge between commonly controlled entities are not recorded.

Other related party transactions

Related parties include individuals who are members of key management personnel (KMP) or close family members of those individuals,
and entities controlled by, or under shared control of, a member of KMP or a close family member of that individual. KMP are individuals
having the authority and responsibility for planning, directing and controlling the activities of the Account. Related party transactions,
other than inter-entity transactions, are recorded at the exchange value.

(9) Measurement uncertainty

The preparation of financial statements in accordance with Canadian public sector accounting standards requires that management makes
estimates and assumptions that affect the reported amounts of assets and liabilities as at the date of the financial statements and revenues
and expenses during the reporting period. At the time of preparation of these statements, management believes the estimates and
assumptions to be reasonable. The most significant estimates are related to premium revenues and receivable, administration costs,
Employment Insurance Emergency Response Benefit and benefits payable, benefit repayments, allowance for doubtful accounts,
estimated overpayments and underpayments of benefits disclosed in Note 8, contingent liabilities and the amounts presented in Schedule
I1. Actual results could differ significantly from those estimates.

3. Benefit overpayments and penalties receivable

(in thousands of dollars)

2020 2019
Benefit OVErpayMENS FECEIVADIE ........c..ouiuiiiiii ettt b bbbttt b et h ettt b et b bt anene 751,143 706,263
PENAIIES TECRIVADIE. ... .. et 194,290 188,724

945,433 894,987
Less: allowance fOr dOUDLTUI ACCOUNLS ..........c..ooviiieeeece ettt ettt e et e e e ete e e e eaeeeaeenteeseeeaeeseeeneeseenseeseesseseeeneenseeneennes 398,958 400,096

546,475 494,891

Overpayments on claims processed during the current and preceding years are detected through a verification process. These overpayments
are accounted for by reducing the benefit expenses during the year in which they are established.

Penalties may be imposed on a claimant or an employer that provided false or misleading information. The Act sets the maximum amounts
that may be imposed in these cases.

An allowance for doubtful accounts is recorded for benefit overpayments and penalties receivable. The allowance is estimated by aging
the balance of the accounts receivable outstanding and applying varying percentages based on past recovery experience to the aging
categories.
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Notes to the financial statements for the year ended March 31, 2020—continued

Interest is charged on outstanding El debts caused through misrepresentation. This includes overpayments and penalties. As per
section 56.1(3) of the Employment Insurance Regulations, the rate of interest charged to El claimants, employers or third parties on
outstanding debts is equal to 3% above the average bank rate.

(in thousands of dollars)

2020 2019
Benefit overpayments receivable—beginning of year 706,263 629,092
Benefit overpayments established........................ 390,144 394,395
Interest accrued .. 18,973 18,039
Reimbursement (305,886) (302,860)
Uncollectible benefit overpayments receivable written off.... (58,351) (32,403)
Benefit overpayments receivable—eNnd Of YEAI ...........coiiiiiiiiii s 751,143 706,263
Penalties receivable—beginning of year 188,724 168,289
Penalties imposed 54,719 62,021
Interest accrued 8,648 7,735
Reimbursement (44,486) (41,440)
Uncollectible penalties written off (13,315) (7,881)
Penalties receivable—end of year 194,290 188,724

During 2020, the Account charged a total $27.6 million ($25.8 million in 2019) of interest. The interest revenue presented in the Statement
of operations and accumulated surplus ($22.4 million in 2020 and $21.2 million in 2019) is net of interest charged on accounts receivable
deemed unrecoverable ($5.2 million in 2020 and $4.6 million in 2019). The allowance for doubtful accounts was increased by this amount.

4. Other accounts payable

(in thousands of dollars)

2020 2019
Related parties

Administration costs payable to federal government departments 17,501 12,612
Amounts payable to ESDC related to LMDA 5,753 1,018
Tax deductions on benefits due to CRA 35,398 27,805
OhEr GEAUCTIONS ... bbb bbb bbb bbb 167 1,322
58,819 42,757

External parties
Assignments of benefits due to social services organizations 1,267 1,133
Tax deductions on benefits due to Quebec 2,645 1,625
3,912 2,758
62,731 45,515

5. Financial assets and liabilities

The fair values of the premiums receivable, benefit repayments receivable from higher income claimants, benefits payable and other
accounts payable are considered by management to be comparable to their carrying values because of their short term maturity. These
financial assets and liabilities should either be received or paid in the next fiscal year.

Benefit overpayments and penalties are usually recovered over a period longer than one year. As interest is only applicable to
overpayments caused through misrepresentation and on penalties, and as the allowance for doubtful accounts reduces the carrying value,
the benefit overpayments and penalties receivable is assumed to approximate its fair value.

Other than the impact of the COVID-19 pandemic on benefits payables, all financial assets and liabilities arose in the normal course of
business.
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Notes to the financial statements for the year ended March 31, 2020—continued

6. Comparison of results against budget

The budget amounts included in the Statement of operations and accumulated surplus and Schedule I—Benefits and support measures are
part of the amounts reported in Employment and Social Development Canada’s future oriented consolidated financial statements, which
are included in the 2019-20 Departmental Plan.

7. Premiums receivable and revenues

Premiums for the fiscal year are collected and measured by the Canada Revenue Agency (CRA) based on amounts assessed and reassessed
at the time of preparation of its financial statements and an estimate of premiums earned in the period but not yet assessed or reassessed.
The Account holds a significant balance of premiums receivable and benefits repayments receivable from higher income claimants which
are due from CRA. CRA collects premiums from employers, employees and from higher income claimants on behalf of the Account. The
premiums receivable are cashed on a monthly basis based on the forecasted premium revenue and are adjusted when actual amounts are
known. The benefit repayments receivable are cashed on a monthly basis based on the actual amounts received by CRA from the higher
income claimants during the previous month.

Premium revenue of $22,637 million ($22,698 million in 2019) includes an estimate of premiums earned in the fiscal year but not
yet assessed or reassessed at the time of preparation of the financial statements. Fiscal year 2020 includes $7,217 million in
forecasted premium revenue for the 3-month period from January to March 2020 ($7,750 million in 2019), or approximately 33.21%
(34.40% in 2019) of the total forecast premium revenue of $21,732 million for calendar year 2020 ($22,529 million for 2019), net of
reductions and refunds. This estimate is based on the forecasted total insurable earnings of $637,847 million in calendar year 2020
($642,776 million in 2019). The total insurable earnings forecasts are mainly dependent upon the projected growth in both employment
(-4.73% in 2020 and 0.85% in 2019) and average wages (2.64% in 2020 and 3.05% in 2019).

A variation in these assumptions would have an impact on the total insurable earnings forecasted and consequently, forecasted premium
revenue. The sensitivity analysis below was determined based on changes to the respective assumptions while holding all other
assumptions constant:

Forecasted premium
revenue

Variable Variation January — March 2020
EMPIOYMENE GIOWEN ...ttt bbbttt +/- 0.1% +/- $7 million
AAVETAGE WAGES. ... vvtttsetereteseseteseseseseheseseseses s e ebebebeseeehehebeb b eheh b eb e b b eheheheb e b ebeb b e b b eb e b b e bbb bbb bbb bbbt +/-0.1% +/- $3 million

Actual premium revenue for calendar years 2019 and 2020 will only be known once the CRA has processed all employer declarations of
premiums for these years. An adjustment for the difference between actual and estimated premiums will be recorded in the fiscal year in
which the actual assessment or reassessment results are known. The difference between estimated and actual premium revenue for calendar
year 2018, as known and recorded at the time of the preparation of these financial statements is an increase in revenue of $336.8 million
($103.8 million decrease for calendar year 2017 in 2019 financial statements).

For the 2020 calendar year, premium rate for each $100 of insurable earnings was set under section 66 of the Act at 1.58 (1.62 in 2019
and 1.66 in 2018) for the employees who were residents of provinces without a provincial plan. For employees who were residents of
provinces with a provincial plan, the premium rate was set at 1.20 for 2020 (1.25 in 2019 and 1.30 in 2018). The employers must pay
1.4 times the amount of the employee’s premiums. The annual maximum insurable earnings for 2020 is $54,200 ($53,100 in 2019 and
$51,700 in 2018).

Employment Insurance premiums include the employer’s share of premiums paid by the federal government of $417.4 million
($403.5 million in 2019).
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Notes to the financial statements for the year ended March 31, 2020—continued

8. Estimated overpayments and underpayments of income benefits

The verification of claims is conducted both prior to and after claimants have begun to receive benefits, using a combination of up-front

and automated control measures and post-payment verification activities.

In order to measure the accuracy of income benefit payments, ESDC has a program in place which establishes an annual payment accuracy

rate and estimates, through statistical extrapolation, the most likely value of incorrect benefit payouts.

For benefits paid during the twelve months ended March 31, 2020, these undetected overpayments and underpayments are estimated to
be $862.6 million and $193.2 million respectively ($605.8 million and $135.3 million in 2019). The annual payment accuracy rate (which
is comprised of three error sources: claimant, employer and administrative) and estimated value of errors are used by ESDC to assess the

quality of decisions and the need, if any, to improve its systems and practices of processing claims.

The overpayments established during the year, as indicated in Note 3, are not directly linked to the above noted estimated overpayments

and underpayments of benefits for the same period.

9. Administration costs

(in thousands of dollars)

Related parties
Employment and Social Development Canada
Personnel related costs
Non-personnel related costs
Canada Revenue Agency
Collection of PremiumS @NG FUINGS .......o.vuiiiiiiii e
Treasury Board Secretariat
Health Insurance Plan and PUbIiC SErVIiCe INSUFANCE............ccouiiiiiiiiiiiiiii s
Administrative Tribunals Support Service of Canada
Social Security Tribunal
Courts Administration Services

Deduct: Recovery of costs from the Canada Pension Plan for maintaining the social insurance number registry............c.c.cocovvene.

External parties
Administration costs incurred by provinces and territories under the LMDA

2020 2019
973,371 950,279
432,750 379,276
212,653 212,755
88,983 83,323
14,069 18,209
1,138 1,007
1,722,964 1,644,849
4,609 4,140
1,718,355 1,640,709
190,680 189,695
1,909,035 1,830,404
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10. Contractual obligations

The nature of the Account activities can result in some large multi-year agreements whereby the Account will be obligated to make future
payments. Significant contractual obligations that can be reasonably estimated are summarized as follows:

(in thousands of dollars)

2025 and
2021 2022 2023 2024 thereafter Total

Related parties

AdMINISLration COSES.........ccoviiiiiiiiiii e 1,763,473 - - - - 1,763,473
External parties

Transfers to provinces and territories, including administration

costs, related t0 LMDA...........cocevviiieniiiiiinccnas 2,491,757 - - - - 2,491,757

Other transfer payments . 141,285 125,173 121,540 120,730 598,064 1,106,792

TOA e 4,396,515 125,173 121,540 120,730 598,064 5,362,022

Administration costs are charged to the Account in accordance with various memoranda of understanding (MOU) with related parties.
The MOUs require written notification for cancellation and one of the more significant MOUs require one year advanced notification.
Therefore, the administration costs disclosed are an estimation of the costs that will be charged to the Account in the next fiscal year.
Administration costs are expected to continue to be charged to the Account in the upcoming fiscal years, but cannot be reasonably
estimated at this time.

LMDA with eight of the provinces and one territory require a two year notice for cancellation of the agreements, other provinces and
territories require a one year notice. The obligations for 2022 cannot be reasonably estimated.

11. Related party transactions

The Account enters into transactions with federal government departments and entities in the normal course of business. Details of these
transactions are provided in Note 4, Note 7, Note 9 and Note 10.

There have not been any significant transactions with key management personnel and their close family members occurring at a value
different from that at which the transaction would have taken place had the parties not been related

The Account receives audit services without charge from the Office of the Auditor General of Canada. The value of these audit services
are not material for the purpose of the Account’s financial statements and have not been recorded.

12. Contingent liabilities

In the normal course of the operations, numerous appeals against or by the Commission are presently outstanding. The outcome of these
appeals is not presently determinable. Any claims resulting from the resolution of these appeals will be accounted for as an expense in the
period in which the outcome of the claim will be determinable. However, in the opinion of management, the result of these appeals should
not have a significant impact on the operations of the Account as the total contingent liability amount is estimated at $23.4 million as at
March 31, 2020 ($33.4 million as at March 31, 2019).

13. Subsequent event

In March 2020, the World Health Organization classified the outbreak of COVID-19 disease as a global pandemic. In response, the
government enacted emergency measures to combat the spread of the virus and announced the COVID-19 Economic Response Plan to
help stabilize the economy during the pandemic.

The emergency measures introduced by the government are intended to protect the health and safety of Canadians and provide direct
support to Canadian workers and businesses. The impact of the measures for which accounting recognition criteria were met prior to
March 31, 2020, are recognized in these financial statements.

The most significant of these measures is the Canada Emergency Response Benefit (CERB), of which El eligible expenditures were paid
out of the Account as Employment Insurance Emergency Response Benefit. This taxable benefit is an amount of $500 per week for up to
16 weeks for El eligible Canadians. Subsequent to March 31, 2020, it was announced that the benefit would be extended to a maximum
of 28 weeks.

Section 4—Consolidated accounts | 141



Public Accounts of Canada 2019-2020

Employment Insurance Operating Account—continued
Notes to the financial statements for the year ended March 31, 2020—concluded

As a result of the economic impact of the COVID-19, on September 14, 2020, the Government of Canada used its authority under the Act
to temporary limit the change in the premium rate to zero for 2021 and 2022 in order to freeze the EI premium rate at the 2020 level. The
Government of Canada also confirmed that it will be crediting the Account for the costs related to the CERB.

Major government announcements including the Speech from the Throne in September 2020 and legislation introduced in Parliament
authorizing new spending measures from April 1, 2020 onward will have an impact on the financial statements. As this pandemic is
ongoing and the government response is continuing to evolve, the government is unable to determine the impact on the financial results
of future years. The effects of the pandemic will continue into the foreseeable future, and the government continues to assess and monitor
the effects on its financial condition, and provide regular updates on its financial results through regular reporting processes and periodic
economic and fiscal updates.

Schedule 1—Benefits and support measures
for the year ended March 31

(in thousands of dollars)

Budget 2020 Actual 2020 Actual 2019
(Note 6)
Part I—Income benefits

Income support
Regular 11,837,000 11,131,343 10,639,258
Fishing ...... . 347,000 341,976 332,784
Work-sharing ... 10,000 16,747 5,775
12,194,000 11,490,066 10,977,817

Special benefits
Parental 3,202,000 2,952,142 2,750,600
Sickness 1,839,000 1,904,756 1,781,315
Maternity ... 1,257,000 1,229,011 1,191,599
Family caregiver 82,000 92,451 80,982
Compassionate care. 62,000 49,641 52,805
Adoption ...... - 20,507 21,273
Self-employment 11,000 11,366 9,901
6,453,000 6,259,874 5,888,475
Total INCOME DENEFILS ... 18,647,000 17,749,940 16,866,292
Less: benefit repayments from higher income claimants..............cocovviviiniiiie 290,000 237,048 286,247
LISV OSSOSO 18,357,000 17,512,892 16,580,045

Part 1l—Employment benefits and support measures
Employment benefits

Transfer payments to provinces and territories related to LMDA ..........cccoeeiiniinneienseens 2,245,500 2,329,238 2,170,960
Support measures

Labour market partnerships ... 151,764 144,225 133,295

Research and innovation 2,116 2,709 3,665

153,880 146,934 136,960

Total part 11 2,399,380 2,476,172 2,307,920
Part VI11—Employment Insurance Emergency Response Benefit

Employment Insurance Emergency Response Benefit... - 1,761,404 -

Total benefits and support measures 20,756,380 21,750,468 18,887,965
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Schedule 11—Statement of operations and accumulated surplus
for the period of January 1st to December 31st

(in thousands of dollars)

2019 2018

Revenues
PIEIMIUMS ...ttt bbbt b b h £ 4 b b e b€ £ 4o h e bR €6 e b e h e e e b e Rt e b e b oAb e b e bt £t e b et b eh et ke b et et e bt et enenabene 23,168,609 22,692,297
Penalties..... 55,031 62,547
Interest 22,460 19,971
23,246,100 22,774,815

Expenses
Income benefits 17,207,672 17,200,768
Transfers to provinces and territories related to LMDA. 2,290,078 2,140,484
Support measures.... 174,121 127,000
Benefits repayments from higher income claimants .. (288,980) (298,854)
19,382,891 19,169,398
Administration costs.... 1,889,641 1,842,056
Bad debts 73,702 91,555
21,346,234 21,103,009
INEt SUIPIUS FOI T8 PEIIOU. ...t bbbttt 1,899,866 1,671,806
Accumulated surplus—beginning OF PEFTOU .........c.euiiiiiiiee ettt bbbttt 3,274,007 1,602,201
Accumulated SUFrPIUS—NA OF PEIIOM .......c.eviiiiiiiiteiiee etttk h e b et b etk et b ettt et eb et ee et ens 5,173,873 3,274,007

The estimates provided in this Schedule for calendar year 2019 which is prepared in accordance with Canadian public sector accounting
standards are used by the Commission to establish the Employment Insurance premium rate for the following calendar year. The
mechanism for setting the Employment Insurance premium rate is designed to ensure that revenues and expenditures break even over a
seven year period.
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Public Accounts of Canada 2019-2020

Accounts payable and accrued liabilities

This section contains information on accounts reported on the Consolidated Statement of Financial Position under Accounts payable and
accrued liabilities. The establishment and operation of these accounts are authorized by Parliament in annual appropriation acts and other
legislation. In many cases, these accounts represent accounts payable, accruals and allowances set up at year-end under the authority

granted to the President of the Treasury Board under the Financial Administration Act.

Most tables in this section present the continuity of accounts, by showing the opening and closing balances. A narrative description is

provided for accounts reported in some tables. Such descriptions follow the same presentation order as their respective tables.

Table 5.1
Accounts payable and accrued liabilities
(in dollars)
2020 2019
Other accounts payable and accrued liabilities, Table 5.2 ... 49,055,139,904 42,673,872,539
Deferred revenues, Table 5.5 ......ccooovecviieeeeceeeeeeeeeee 10,521,738,148 7,500,380,171
Amounts payable related to tax, Table 5.6 .... 60,186,063,749 65,200,486,882
Provision for contingent liabilities 24,928,489,281 26,447,057,841
Environmental liabilities and asset retirement obligations, Table 5.7 ... 14,645,749,293 13,192,330,277
Interest and matured debt, Table 5.9 ......c..oveeeieeiieieeeeeeeee e, 4,495,597,460 4,693,715,213
TOHAL .t 163,832,777,835  159,707,842,923
Other accounts payable and accrued liabilities
Table 5.2
Other accounts payable and accrued liabilities
(in dollars)
2020 2019
Accounts payable 37,168,676,111 28,026,025,457
Add: consolidation adjustment® .... 1,461,472,460 1,460,940,143
38,630,148,571 29,486,965,600
Accrued salaries and benefits 7,306,980,972 5,215,246,318
Notes payable to international organizations, Table 5.3 ...... 150,375,319 195,955,069
Provincial, Territorial and Indigenous Tax Agreements Account, Table 5.4 2,358,189,879 7,067,872,435
Miscellaneous paylist deductions 112,259,829 180,564,779
Other.... 497,185,334 527,268,338
Total .... 49,055,139,904 42,673,872,539

1 Additional information on the consolidated Crown corporations and other entities is provided in Section 4 of this volume.

Accounts payable

This account records amounts owing at year end pursuant to contractual arrangements, or for work performed, goods received, or services
rendered, accrued amounts to be paid from appropriations and statutory authorities, and accrued financial obligations of consolidated

Crown corporations and other entities.

Accrued salaries and benefits

This account records salaries and wages owing at year end, amounts owing for earned and unpaid annual vacation leave and compensation

time, and other accrued amounts relating to unpaid or retroactive salaries.
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Notes payable to international organizations

Share capital subscriptions, loans and advances are made to international organizations using cash, notes payable, or both, that are later
presented for encashment according to terms of agreements. These demand notes are non-interest bearing and are non-negotiable. The
subscriptions, loans and advances are recorded as assets and details are reported in Table 9.12 in Section 9 of this volume.

Table 5.3
Notes payable to international organizations
(in dollars)
Receipts and Payments and
other credits other charges
Note Note
April 1, 2019 issuances Revaluation* encashment Revaluation*  March 31, 2020
Department of Finance
Asian Infrastructure Investment Bank .............c.ccovevveenenne.. 159,622,452 - 7,401,741 54,922,929 - 112,101,264
International Bank for Reconstruction and
Development (World Bank)...........coccoeereiinneicnncinnns 32,045,914 - 1,712,377 - - 33,758,291
Multilateral Investment Guarantee Agency . . 4,286,703 — 229,061 — — 4,515,764
TOAl i 195,955,069 - 9,343,179 54,922,929 - 150,375,319

1 Notes denominated in foreign currencies are translated into Canadian dollars at the year-end closing rates of exchange.

Provincial, Territorial and Indigenous Tax Agreements Account

This account records taxes administered by the Government of Canada on behalf of provinces, territories, and Indigenous governments,
in accordance with agreements entered into by the Minister of Finance pursuant to the Federal-Provincial Fiscal Arrangements Act and,
in the case of First Nations Goods and Services Tax, pursuant to the First Nations Goods and Services Tax Act.

The Government of Canada, as represented by the Minister of Finance, has entered into agreements with all provinces and territories
(except Quebec) to collect and administer personal income tax, and with all provinces and territories (except Quebec and Alberta) to
collect and administer corporate tax, and to pay amounts assessed in respect thereof in accordance with the agreements.

Agreements have also been entered into with certain Indigenous governments, to collect First Nations Personal Income Tax as well as
First Nations Sales Tax levied on motive fuels, tobacco, and alcohol and First Nations Goods and Services Tax levied on the same range
of goods and services as the federal goods and services tax, and to make payments to the respective governments in accordance with the
agreements.

This account also records transactions relating to agreements that the Government of Canada has entered into with the provinces of New
Brunswick, Newfoundland and Labrador, Nova Scotia, Ontario and Prince Edward Island regarding the Harmonized Sales Tax, and
payments made to those provinces in accordance with the Comprehensive Integrated Tax Coordination Agreements between the
Government of Canada and the provinces. Effective April 1, 2013, the Province of British Columbia returned to the provincial sales tax
regime.

In addition, the account records transactions related to the Coordinated Cannabis Taxation Agreements reached with all provinces and
territories (except Manitoba). Provinces and territories receive revenues from the cannabis excise duty imposed under the Excise Act, 2001.
The Government of Canada pays provinces monthly based on the duties assessed, in accordance with the agreements.

The Public Accounts of Canada reports information on an April to March fiscal year basis, while tax information is generally calculated
on a calendar year basis. Transactions related to several tax years can occur during a given fiscal year. For example, during a given fiscal
year, payments are made, based on estimates, in respect of two calendar years (April to December and January to March). During this
period, it is also necessary to make payments or adjustments related to tax revenues, rebates and credits for previous calendar years.
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Table 5.4
Provincial, Territorial and Indigenous Tax Agreements Account
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31. 2020
Total personal income tax administered by the Government of Canada 5,445,281,057 75,415,472,091 80,860,753,148
Less: payments to provinces, territories and Indigenous governments
Newfoundland and Labrador ...........cccceeiriiiiieenineeisee s 1,607,477,737 1,607,477,737
Prince Edward Island.... 391,528,272 391,528,272
Nova Scotia 2,821,067,553 2,821,067,553
New Brunswick 1,887,956,848 1,887,956,848
Ontario......... 42,569,020,359 42,569,020,359
Manitoba ..... 3,731,522,641 3,731,522,641
Saskatchewan . 2,598,560,955 2,598,560,955

11,363,411,783 11,363,411,783
10,946,999,867 10,946,999,867

77,110,781 77,110,781

Northwest Territories.... 74,927,725 74,927,725

Nunavut . 31,322,745 31,322,745

INdiGENOUS GOVEINMENES ......vvvviiiieieieieieieieieie bbb 29,455,960 29,455,960

78,130,363,226 78,130,363,226

Total personal income tax on hand 5,445,281,057 75,415,472,091 78,130,363,226 2,730,389,922

Total corporate income tax administered by the Government of Canada.... 4,488,321,694 20,328,765,206 24,817,086,900
Less: payments to provinces and territories

Newfoundland and Labrador ..o 183,073,737 183,073,737

Prince Edward Island.... 101,559,557 101,559,557

Nova Scotia 542,250,246 542,250,246

New Brunswick . 331,802,505 331,802,505

Ontario..... . 14,431,574,776 14,431,574,776

Quebec.. . 80,254,300 80,254,300

Manitoba ... . 554,435,038 554,435,038

Saskatchewan 658,177,084 658,177,084

Alberta 128,133,732 128,133,732

4,039,227,598 4,039,227,598

18,280,311 18,280,311

Northwest Territories.... . 34,451,277 34,451,277

NUNBVUL .. s 23,665,960 23,665,960

21,126,886,121 21,126,886,121

Total corporate income tax on hand............ccccoveiiniiennncncce 4,488,321,694 20,328,765,206 21,126,886,121 3,690,200,779

Total harmonized sales tax administered by the Government of Canada.......... (2,933,124,476) 31,403,440,860 28,470,316,384
Less: payments to provinces and territories

Newfoundland and Labrador ... 1,081,000,322 1,081,000,322

Prince Edward Island.... 307,405,759 307,405,759

Nova Scotia .... 1,960,186,630 1,960,186,630

New Brunswick .. 1,514,341,377 1,514,341,377

Ontario . 27,781,908,129 27,781,908,129

British ColUMDBIA ..o (79,479) (79,479)

32,644,762,738 32,644,762,738

Total harmonized sales tax 0N hand ............cccooviviiiiiiniiiiie (2,933,124,476) 31,403,440,860 32,644,762,738 (4,174,446,354)
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Provincial, Territorial and Indigenous Tax Agreements Account—concluded

(in dollars)

Total cannabis tax administered by the Government of Canada.......................
Less: payments to provinces and territories
Newfoundland and Labrador ...
Prince Edward Island....
Nova Scotia ....
New Brunswick ..
Ontario
Quebec
Saskatchewan
Alberta

Northwest Territories.
Nunavut...

Total cannabis tax 0N hand ...
Total First Nations sales tax administered by the Government of Canada..

Less: payments to Indigenous gOVEIrNMENLS..........c.eevrveerineeeeinieereriseneniens
Total First Nations sales tax on hand..............ccccoooiiiiiiiiiis

Total First Nations goods and services sales tax
administered by the Government of Canada ..........
Less: payments to Indigenous governments .

Total First Nations goods and services sales tax on hand..............ccccooovine

Receipts and Payments and
April 1, 2019 other credits other charges March 31. 2020
67,394,160 210,805,029 278,199,189
3,146,446 3,146,446
1,921,660 1,921,660
7,552,085 7,552,085
5,656,978 5,656,978
42,835,895 42,835,895
20,827,212 20,827,212
6,448,362 6,448,362
69,180,789 69,180,789
7,965,996 7,965,996
320,439 320,439
230,592 230,592
67,203 67,203
166,153,657 166,153,657
67,394,160 210,805,029 166,153,657 112,045,532
- 8,530,737 - 8,530,737
- - 8,530,737 8,530,737
- 8,530,737 8,530,737 -
- 22,527,964 - 22,527,964
- - 22,527,964 22,527,964
- 22,527,964 22,527,964 -
7,067,872,435 127,389,541,887 132,099,224,443 2,358,189,879

Miscellaneous paylist deductions

Deductions from the salaries and wages of certain employees are credited to this account pending transmittal to related outside

organizations.

Other

Miscellaneous accounts payable and accrued liabilities such as provincial sales tax collected on sales are recorded in this account.
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Deferred revenues

This account records revenues received before the end of the current fiscal year for which the goods or services are to be delivered or
rendered in a subsequent fiscal year. It includes licence fees received for which access to the radio spectrum is being provided in subsequent
years. The major deferred revenues of $50 million or more are reported individually. It also presents separately revenues received which
have been recorded in a specified purpose account.

Table 5.5
Deferred revenues
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020

Deferred revenues
Immigration, Refugees and Citizenship
Department of Citizenship and Immigration
Service fees for immigration and Citizenship............ccccoevvviiiiicinnns 540,233,783 1,157,910,588 1,104,351,172 593,793,199
Innovation, Science and Economic Development
Department of Industry

Canadian Intellectual Property Office Revolving Fund ............cccccoeeneee 68,615,121 173,797,849 154,939,879 87,473,091
SPECLTUM lICENCE TEES ......viiiiiiicieieieiei e 6,469,363,012 3,513,381,655 678,512,153 9,304,232,514
6,537,978,133 3,687,179,504 833,452,032 9,391,705,605

Other deferred revenues .. 368,830,715 961,833,411 857,840,135 472,823,991

7,447,042,631 5,806,923,503 2,795,643,339 10,458,322,795

Other deferred revenues—Specified purpose accounts
Donation and bequest accounts
Agriculture and Agri-Food
Department of Agriculture and Agri-Food
Shared-cost agreements—RESEArch ..........ccocoeirrieiniciiseesseea 12,652,672 7,383,445 6,781,732 13,254,385
Canadian Heritage
Library and Archives of Canada

Special Operating ACCOUNT ...........oviviiririiriireies s 1,062,274 705,064 749,383 1,017,955

National Film Board
Gift 10 the CrOWN.......cvoiiiiii 50,212 57,000 91,342 15,870
1,112,486 762,064 840,725 1,033,825

Environment and Climate Change
Department of the Environment

Endangered species—Donations.... 9,934 1,028 - 10,962
Miscellaneous projects deposits 26,434,086 19,582,047 10,715,361 35,300,772
26,444,020 19,583,075 10,715,361 35,311,734

Families, Children and Social Development
Canadian Centre for Occupational Health and Safety
DONALIONS ...ttt 113,152 300 - 113,452
Fisheries, Oceans and the Canadian Coast Guard
Department of Fisheries and Oceans

ReStricted dONATIONS. ........c.cviiiiiiiiiiiiiieieieieiei e 1,247 - - 1,247
Health
Canadian Institutes of Health Research
Donations for research.. 2,817,346 664,136 1,690,106 1,791,376
Innovation, Science and Economic Development
Department of Industry
Deposits from non-government organizations 3,846,422 2,732,397 2,207,043 4,371,776
Prime Minister's Awards 50,680 100,000 50,000 100,680
3,897,102 2,832,397 2,257,043 4,472,456
Canadian Space Agency
RADARSAT-2 2,198 - - 2,198
RADARSAT-2—Data satellite... 1 1,421,499 1,322,077 99,423
2,199 1,421,499 1,322,077 101,621
Social Sciences and Humanities Research Council
TrUSE FUNG ..o 208,668 1,569 10,000 200,237
4,107,969 4,255,465 3,589,120 4,774,314
National Defence
Department of National Defence
Corporate sponsorships and donations ...............ccevvrerreressnsnnns 22,919 109,213 90,186 41,946
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Table 5.5
Deferred revenues—concluded
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Office of the Governor General's Secretary
Cost-sharing agreements and other collaborative agreements... 144,752 - 1,080 143,672
Donations—Rideau Hall 19,821 - - 19,821
164,573 - 1,080 163,493
Public Safety and Emergency Preparedness
Royal Canadian Mounted Police
Civil Remedies Grant Program ... 429 - - 429
Mounted Police Foundation........ 290,622 194,324 16,385 468,561
Royal Canadian Mounted Police Pipe Band (NCR). 7,163 - - 7,163
Sponsorship Agreement—Contributions 168,653 - - 168,653
466,867 194,324 16,385 644,806
Transport
Department of Transport
Shared-cost agreements—Transportation research and development. 725,544 1,060,438 - 1,785,982
Veterans Affairs
Department of VVeterans Affairs
Restricted donations
Visitor Education Centre, Vimy Memorial 4,603,004 - 203,776 4,399,228
Wounded Warrior Fund 700 - - 700
4,603,704 - 203,776 4,399,928
Total—Donation and bequest accounts 53,232,499 34,012,460 23,928,471 63,316,488
Endowment interest accounts
Environment and Climate Change
Parks Canada Agency
Laurier House—Interest (Mackenzie King Trust Account)................ - 3,308 3,308 -
Health
Canadian Institutes of Health Research
Endowments for health research .............ccccocovviiiiniiiicccie 4,036 1,185 - 5,221
Innovation, Science and Economic Development
Social Sciences and Humanities Research Council
Queen's Fellowship Fund 101,005 2,639 10,000 93,644
Total—Endowment interest accounts 105,041 7,132 13,308 98,865
Total—Other deferred revenues—Specified purpose accounts ...........ccccovveerireeeene. 53,337,540 34,019,592 23,941,779 63,415,353
Total—Deferred FEVENUES ...........cceiiiiieeieeee s 7,500,380,171 5,840,943,095 2,819,585,118 10,521,738,148

Service fees for immigration and citizenship

This account was established to record fees, rights and privileges derived from the Citizenship Act and regulations and the Immigration
and Refugee Protection Act and regulations. Recognition of earned revenue related to fees, rights and privileges is deferred until the
application is finalized.

Canadian Intellectual Property Office Revolving Fund

This account was established to record funds reserved from sources such as patents, trademarks examination and registration fees which
are recognized as revenue in subsequent years.

Spectrum licence fees

This account was established to record: (a) funds received from spectrum auctions, which are recognized as revenues over the period of
the licences; and (b) funds received from spectrum licence fees that are received in the latter part of the fiscal year, but which are applicable
to the following fiscal year.

Shared-cost agreements—Research

This account was established to record amounts deposited by external parties for shared-cost projects, and any related future provincial
program payments to be made on a province’s behalf by the Department of Agriculture and Agri-Food as part of a related project. Funds
are disbursed on behalf of depositors as specific projects are undertaken.
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Special Operating Account

This account was established, pursuant to section 18 of the Library and Archives of Canada Act, to record funds received by way of gifts
for the purposes of Library and Archives Canada. Amounts required for the purposes of the Act may be paid out of this account, or out of
funds appropriated by Parliament for such purposes.

Gift to the Crown
This account was established to record donations for the production of cinematographic works.
Endangered species—Donations

This account was established to record donations, gifts or bequests received from individuals and organizations to finance various studies
related to endangered species.

Miscellaneous projects deposits

This account was established to record contributions received from organizations and individuals, for the advancement of research work
and clean-up efforts.

Donations—Canadian Centre for Occupational Health and Safety

This account was established, pursuant to subsection 6(3) of the Canadian Centre for Occupational Health and Safety Act, to record funds,
securities or other property received by way of gift, bequest or otherwise, and to disburse such donations at the discretion of the Centre.

Restricted donations—Department of Fisheries and Oceans

This account was established to record directed donations to be used for research, development, management and promotion of fisheries
and oceans related issues.

Donations for research

This account was established, pursuant to section 29 of the Canadian Institutes of Health Research Act, to record donations and
contributions received from organizations and individuals for health research.

Deposits from non-government organizations
This account was established to record amounts deposited by customers to be used for payments of services provided by the department.
Prime Minister’s Awards

This account was established to record amounts deposited by external parties to be used in support of the Prime Minister’s Awards for
teaching excellence.

RADARSAT-2

This account was established to record funds received for the configuration and layout of relocated MacDonald, Dettwiler and Associates
personnel.

RADARSAT-2—Data satellite

This account was established to record funds received from MacDonald, Dettwiler and Associates for the reception, archiving, cataloguing
and satellite acquisition services.

Trust Fund—Social Sciences and Humanities Research Council

This account was established to record funds available for social sciences and humanities research activities. The account is also used to
record receipts of private donations for the purpose of special projects.

Corporate sponsorships and donations

This account was established by the Department of National Defence to administer funds received from various private companies, not
for profit corporations, associations, other levels of government, or individuals for the purpose of holding events, conducting operations
and constructing capital assets consistent with the department’s mandate but not funded from its appropriations.

Cost sharing collaborate agreements and other collaborate agreements

This account was established to record amounts deposited by external parties for shared-cost projects.
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Donations—Rideau Hall

This account was established to record gifts, donations or bequests to Rideau Hall from private organizations and individuals to fund
specific initiatives.

Civil Remedies Grant Program

This account was established to record grants received under the authority of the British Columbia Civil Forfeiture Act. These grants are
used for the procurement of specialized police equipment and training.

Mounted Police Foundation

The account is used to record funds received from the Mounted Police Foundation for the sale of surplus Royal Canadian Mounted Police
horses. Proceeds from the sale are used to cover expenses related to the enhancement of the Royal Canadian Mounted Police Musical
Ride's Breeding Program.

Royal Canadian Mounted Police Pipe Band (National Capital Region)
This account was established to administer sponsorship funds to support the Royal Canadian Mounted Police Pipe Band.
Sponsorship agreement—Contributions

This account was established to record funds contributed to the Royal Canadian Mounted Police pursuant to sponsorship agreements for
use in community policing programs.

Shared-cost agreements—Transportation research and development

This account was established to record, on a temporary basis; (a) funds received from cost-sharing agreements intended to strengthen and
improve the safety, security and efficiency of the Canadian transportation system; and (b) funds received from private sector and provincial
governments to directly support the departmental strategic objectives.

Restricted donations—Visitor Education Centre, Vimy Memorial

This account was established to record directed donations for the purpose of providing assistance to the construction of a visitor education
centre at the Canadian National Vimy Memorial.

Restricted donations—Wounded Warrior Fund

This account was established to record directed donations for the purpose of providing assistance to support the pilot project designed to
assist disenfranchised Veterans in crisis.

Laurier House—Interest (Mackenzie King Trust Account)

The late The Right Hon W.L. Mackenzie King bequeathed Laurier House, Ottawa, and the sum of $225,000, to the Government of Canada.
This amount was credited to the account and earns interest, in accordance with the terms of section 3 of the Laurier House Act. The interest
is to be used to assist in the maintenance of the Laurier House, which is to be preserved as a place of historic interest, and also to provide
accommodation for study and research.

Endowments for health research

This account was established, pursuant to section 29 of the Canadian Institutes of Health Research Act, to record various endowments
received from donors for the purpose of health research. The interest received is used for the payment of research grants.

Queen’s Fellowship Fund

This fund is an endowment of $250,000 that was established by Vote 45a, Appropriation Act No. 5, 1973-74. The interest earned is used
for the payment of fellowships to graduate students in certain fields of Canadian studies.
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Amounts payable related to tax

Amounts payable related to tax are based on assessments as well as estimates of refunds owing for assessments not completed by year end.

Table 5.6
Amounts payable related to tax

(in dollars)

2020 2019

34,144,018,147 36,803,289,851
12,867,493,157 14,923,539,650

Personal and non-resident income tax
Corporate income tax.............c.......

G00ds and Services taX..........cocovvvvrvriens 12,982,736,362 13,395,173,889
191,816,083 78,483,492
LI LSS 60,186,063,749 65,200,486,882

Personal and non-resident income tax

This account records tax refunds payable to individual taxpayers as well as amounts payable to employers and other withholders of
personal income tax. This account also includes any interest owing on the balances.

Corporate income tax

This account records tax refunds payable and any interest owing to corporate taxpayers.

Goods and services tax

This account records refunds, rebates and any interest owing related to the goods and services tax.

Customs and excise

This account records refunds of customs import duties, excise taxes and duties, energy taxes and any interest owing on the balances.
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Environmental liabilities and asset retirement obligations

Environmental liabilities are based on the government’s best estimate of the amount required to remediate the site to current minimum
environmental standards. Asset retirement obligations are the government’s estimated costs related to obligations associated with the
retirement of tangible capital assets. These costs are normally capitalized and amortized over the asset’s estimated useful life. The liability
reflects the present value of estimated future cash flows required to retire the asset.

Table 5.7
Environmental liabilities and asset retirement obligations

(in dollars)

2020 2019

Remediation liabilities for contaminated sites
Agriculture and Agri-Food
Department of Agriculture and Agri-FOOU ..ottt 9,284,096 5,978,858
Canadian Heritage

Canadian Broadcasting Corporation... 273,000 352,000
National Capital Commission 63,901,000 65,354,000
64,174,000 65,706,000
Crown-Indigenous Relations and Northern Affairs
Department of Indian Affairs and Northern Development - 3,772,146,710
Department of Crown-Indigenous Relations and Northern Affairs.. 4,361,394,318 -
4,361,394,318 3,772,146,710
Environment and Climate Change
Department of the Environment.. 206,021,558 213,611,159
Parks Canada Agency 96,177,742 76,892,665
302,199,300 290,503,824
Fisheries, Oceans and the Canadian Coast Guard
Department Of FISNErIES AN0 OCEANS ..........c.tiiruiuiriiteiiieetet sttt ettt b sttt s b b ettt s et s et es e b b et nas 268,022,078 226,345,681
Global Affairs
Department of Foreign Affairs, Trade and DeVEIOPMENL ..........ccouiiriiiiiiieiet e 16,253 15,934
Indigenous Services
Department Of INAIZENOUS SEIVICES ......c..iueuiiriiiiiitesiieetet sttt e bbb b st b b b e bttt s et et e sttt b b b 379,387,007 38,534
Infrastructure and Communities
The Jacques Cartier and Champlain Bridges Inc 34,396,000 26,592,000
Windsor-Detroit Bridge Authority 9,088,000 19,523,000
43,484,000 46,115,000
Innovation, Science and Economic Development
National Research CoUNCIl OF CANAUA............c.eouiieiieeece ettt ettt e e ete e etaeete e e e eteenseesseeaeeereens 2,358,615 3,458,402
National Defence
Department 0f NatioNal DEFENCE..........c.eiiuiiiieiee bbbt b et b ettt et n b 541,307,536 526,425,304
Natural Resources
Department of Natural Resources 1,866,717 1,800,845
Atomic Energy of Canada Limited .... 877,196,000 1,054,978,000
879,062,717 1,056,778,845

Public Safety and Emergency Preparedness
CaNAda BOIAET SEIVICES AGEINCY .....cuvveieriirteuiitetest ettt ettt es et es et ee st ea b bt e ekt a e b eb e £ e e ek st b e b e st et e b ea et eb et et et et e bt eeebenes 1,770,812 1,317,794

Correctional Service of Canada 2,649,382 3,211,004
Royal Canadian Mounted Police 11,260,019 11,088,614
15,680,213 15,617,412

Public Services and Procurement
Department of Public Works and Government Services.... 253,480,574 239,334,375

Transport

Department of Transport... R TP PP PR 250,208,263 228,297,858
VIA Rail Canada Inc. 5,090,000 1,312,000
255,298,263 229,609,858
Gross remediation liability for CONtAMINALEA SIEES ........c.iveuiiriitiiiie et 7,375,148,970 6,478,074,737
Less expected recoveries—Department of Crown-Indigenous Relations and Northern Affairs.... 25,655,597 23,161,964
Net remediation liability of contaminated sites 7,349,493,373 6,454,912,773

Other environmental liabilities
National Defence
Department of National Defence (unexploded explosive ordnance affected Sites) ..........cccoorurerneiinneenneieeeesseee 110,313,796 115,201,168

Asset retirement obligations
Natural Resources

Atomic Energy of Canada Limited (nuclear facility decommiSSioning) ..........cccovieeriririeninicieninieeneeeee e 7,184,910,000 6,613,955,000
Others 1,032,124 8,261,336
Total asset retirement obligations .. 7,185,942,124 6,622,216,336

Total environmental liabilities and asset retirement OBIIGAtIONS ..........cc.cveiiiriiiiii e 14,645,749,293 13,192,330,277
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Changes in liability for remediation of contaminated sites

Table 5.8
Changes in liability for remediation of contaminated sites
(in dollars)
2020 2019
Opening balance 6,478,074,737 5,710,488,358
Less: Expenditures reducing opening liabilities 585,673,239 583,549,885

Add:

Changes in estimated remediation costs 1,428,328,494 1,127,718,946

New liability for sites not previously recorded... 54,418,978 223,417,318
Closing balance (gross) 7,375,148,970 6,478,074,737
Expected recoveries 25,655,597 23,161,964

7,349,493,373 6,454,912,773

Closing balance (net)

In addition to expenditures reducing liabilities previously recorded, the government spent another $14,889,737 ($36,910,534 in 2019)
remediation costs on its contaminated sites when these costs became known in the year.

Interest and matured debt

Table 5.9

Interest and matured debt

(in dollars)

2020 2019

Interest due 356,331,884 420,313,885
Interest accrued... 3,667,732,195 3,728,409,761
Matured debt 471,533,381 544,991,567
TOMAL 1.ttt bk R b bRt R oAb bRt bR bR R £ bR bR e R £ b e bbb R e bbbt e Rttt bt n et ren 4,495,597,460 4,693,715,213

Interest due

Interest due is the interest on the bonded debt, which is due and payable but has not been redeemed by bond holders.

Interest accrued

Interest accrued is the interest accumulated as at March 31 on the bonded debt and certain other liabilities, that is not payable until a future
date.

Matured debt

This account records financial obligations represented by certificates of indebtedness issued by the government that have become due but
that have not been presented for redemption. Unclaimed matured bonds are transferred to other revenues if they remain unredeemed
15 years after the date of call or maturity, whichever is earlier.
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Interest-bearing debt

This section contains information on the interest-bearing debt of the government. Interest-bearing debt includes the unmatured debt and
pensions, other future benefits and other liabilities.

Some tables in this section present the continuity of accounts, by showing the opening and closing balances, as well as receipts and other
credits, and payments and other charges.

The financial statements of the Canada Pension Plan, the Government Annuities Account and the Royal Canadian Mounted Police
(Dependants) Pension Fund, together with the Independent Auditor’s Reports thereon, are presented at the end of this section.

Table 6.1
Interest-bearing debt
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020

Unmatured debt*
Payable in Canadian currency
Marketable bonds, Table 6.2.... 569,526,487,750 128,181,149,500 100,843,536,000 596,864,101,250
Treasury bills, Table 6.3 .. . 134,300,000,000 343,567,000,000 326,000,000,000 151,867,000,000
Retail debt, Table 6.4 .........ooooiiiiiiieee s 1,236,815,539 - 739,595,657 497,219,882
705,063,303,289 471,748,149,500 427,583,131,657 749,228,321,132

Payable in foreign currencies

Marketable bonds, Table 6.2.... 11,015,102,887 4,655,773,813 3,002,476,700 12,668,400,000
Canada bills, Table 6.5......... . 2,699,274,991 14,098,823,514 14,638,424,863 2,159,673,642
Medium-term notes, Table 6.6 ...........covviririririiiiiii 2,295,945,000 52,620,000 1,235,985,000 1,112,580,000
16,010,322,878 18,807,217,327 18,876,886,563 15,940,653,642
Total—Market debt 721,073,626,167 490,555,366,827 446,460,018,220 765,168,974,774
Unamortized discounts and premiums on market debt, Table 6.7 2,162,797,706 2,859,974,900 2,535,854,539 2,486,918,067
Total—Market debt including unamortized discounts and premiums........ 723,236,423,873 493,415,341,727 448,995,872,759 767,655,892,841
Cross-currency swap revaluation... 7,273,489,098 3,318,728,524 - 10,592,217,622
Obligation related to capital leases, Table 6.12 2,893,316,412 283,423,986 263,841,006 2,912,899,392
Obligation under public-private partnerships 3,511,226,400 275,440,466 1,196,636,962 2,590,029,904
Total—Unmatured debt ..o 736,914,455,783 497,292,934,703 450,456,350,727 783,751,039,759
Pensions, other future benefits and other liabilities
Public sector pensions, Table 6.15 168,782,547,750 21,684,322,220 21,870,278,963 168,596,591,007
Other employee and veteran future benefits, Table 6.28..... 113,861,798,000 18,366,627,000 5,850,804,000 126,377,621,000
Other liabilities
Canada Pension Plan Accounts, Table 6.29 163,236,867 89,387,170,387 89,271,780,995 278,626,259
Government Annuities Account...... 122,942,522 8,887,455 17,068,736 114,761,241
Deposit and trust accounts, Table 6.30... 1,355,356,410 749,998,345 770,729,292 1,334,625,463
Other specified purpose accounts, Table 6.33... 4,263,076,667 1,903,943,875 1,844,423,278 4,322,597,264
5,904,612,466 92,050,000,062 91,904,002,301 6,050,610,227
Total—Pensions, other future benefits and other liabilities ............cc.cceeueene... 288,548,958,216 132,100,949,282 119,625,085,264 301,024,822,234
TOLAL bbbt 1,025,463,413,999 629,393,883,985 570,081,435,991 1,084,775,861,993

1 This table includes unmatured debt issued by the government of Canada, Borrowings of agent enterprise Crown corporations which are unconditional obligations of the

government, but not included in unmatured debt, can be found in Table 6.11.
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Unmatured debt

Unmatured debt represents financial obligations resulting from certificates of indebtedness issued by the Government of Canada that have
not yet become due, cross-currency swap revaluation and unamortized discounts and premiums on market debt, obligations related to
capital leases and obligations under public-private partnerships.

The government’s holdings of its own securities have been deducted from unmatured debt, to report the amount of the government’s
liabilities to outside parties.

Marketable bonds

Marketable bonds are interest-bearing certificates of indebtedness issued by the Government of Canada, and have the following
characteristics:

— bought and sold on the open market;

— payable in Canadian or foreign currency;

— subject to redemption before maturity;

— fixed dates of maturity;

— interest payable either in coupon or registered form;
— face value guaranteed at maturity.

Registered marketable bonds are transferable by endorsement and delivery by one holder to another. Bearer marketable bonds need not
be endorsed.
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The year-end balances of marketable bonds payable in foreign currencies were translated into Canadian dollars using the closing rates of

exchange at March 31, 2020.

Table 6.2
Marketable bonds

(in dollars)

Payable in Canadian currency
Matured 2019-2020
Maturing

2020-2021 ..ot
2021-2022
2022-2023
2023-2024
2024-2025
2025-2026
2026-2027 ...
2027-2028...
2028-2029...
2029-2030
2030-2031
2031-2032
2033-2034
2036-2037 ...
2037-2038...
2041-2042...
2044-2045...
2045-2046...
2047-2048
2048-2049
2050-2051
2051-2052
2064-2065

Less:
Government holdings of unmatured debt
Consolidation adjustment?

Total marketable bonds payable in Canadian currency
Payable in foreign currencies
Matured 2019-2020 ........cooiiiiiiiiiitt e
Maturing
2021-2022..........
2022-2023...
2024-2025

Less: Government's holdings and securities
held for the retirement of unmatured debt® ............cccoovviveieieriseinnns

Receipts and

Payments and

April 1, 2019 other credits® other charges! March 31, 2020
77,742,633,000 - 77,742,633,000 -
110,637,361,000 - 18,600,072,000 92,037,289,000
67,307,950,250 39,198,927,000 1,616,828,000 104,890,049,250
43,506,022,000 33,200,000,000 - 76,706,022,000
40,558,552,000 - 92,320,000 40,466,232,000
13,800,000,000 33,500,000,000 234,619,000 47,065,381,000
15,403,156,000 - 169,298,000 15,233,858,000
21,485,880,000 190,890,000 28,000,000 21,648,770,000
19,035,975,000 - 300,134,000 18,735,841,000
13,500,000,000 - - 13,500,000,000
19,883,378,000 3,300,000,000 208,000,000 22,975,378,000
- 10,200,000,000 - 10,200,000,000

8,479,136,000 202,652,000 - 8,681,788,000
12,273,905,000 - 215,000,000 12,058,905,000
7,588,210,500 181,408,500 - 7,769,619,000
12,500,774,000 - 770,000,000 11,730,774,000
22,351,657,000 188,116,000 645,487,000 21,894,286,000
8,898,505,000 212,751,000 . 9,111,256,000
16,400,000,000 - 100,000,000 16,300,000,000
8,343,489,000 199,430,000 - 8,542,919,000
14,900,000,000 - - 14,900,000,000
4,522,804,000 2,002,572,000 . 6,525,376,000
5,300,000,000 5,516,529,000 - 10,816,529,000
4,750,000,000 - = 4,750,000,000
569,169,387,750 128,093,275,500 100,722,391,000 596,540,272,250
(357,100,000) (87,874,000) (121,145,000) (323,829,000)
(357,100,000) (87,874,000) (121,145,000) (323,829,000)
569,526,487,750  128,181,149,500  100,843,536,000  596,864,101,250
3,002,476,700 - 3,002,476,700 -
4,008,600,000 214,200,000 - 4,222,800,000
4,008,600,000 214,200,000 - 4,222,800,000

— 4,222,800,000 — 4,222,800,000
11,019,676,700 4,651,200,000 3,002,476,700 12,668,400,000
4,573,813 4,573,813 — —
11,015,102,887 4,655,773,813 3,002,476,700 12,668,400,000
580,541,590,637 132,836,923,313 103,846,012,700 609,532,501,250

1 These columns include the translation of marketable bonds payable in foreign currencies to Canadian dollars using the closing rates of exchange at March 31.

2 Includes $1,830,000 of securities held by consolidated Crown corporations and other entities and $325,659,000 of borrowings by consolidated agent Crown corporations.

Additional information on consolidated Crown corporations and other entities is provided in Section 4 of this volume.

3 These securities were taken up by the Government of Canada on February 5, 2001, upon the dissolution of Petro-Canada Limited. These are presented as a deduction from

the foreign currency unmatured debt since they are held specifically for the repayment of the corresponding liabilities taken up upon the dissolution of the Corporation.
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Treasury bills

Treasury bills are short-term certificates of indebtedness issued by the Government of Canada to pay sums of money on given dates, and
have the following characteristics:

— issued at a discount in lieu of interest payments;

— issued in Canadian currency only;

— issued every 2 weeks;

— common terms: 3 months, 6 months and 12 months;
— transferable;

— bought and sold on the open market.

The balance at March 31, 2020 consists of $43,700 million in three-month bills; $27,500 million in six-month bills; $60,400 million in
364-day bills; and $20,267 million in odd-issue bills.

Table 6.3
Treasury bills
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
41,900,000,000 155,200,000,000 153,400,000,000 43,700,000,000
Six-month bills.. 27,300,000,000 60,400,000,000 60,200,000,000 27,500,000,000
Other bills..... 65,100,000,000 127,967,000,000 112,400,000,000 80,667,000,000
134,300,000,000 343,567,000,000 326,000,000,000 151,867,000,000
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Retail debt

Retail debt includes Canada savings bonds and Canada premium bonds which are interest-bearing certificates of indebtedness issued by
the Government of Canada, and have the following characteristics:

— issued to Canadian residents;

— issued in Canadian currency only;

— registered in the name of the holder;

— fixed dates of maturity;

— not marketable;

— not subject to call before maturity;

— term to maturity of three years or more;

— Canada savings bonds are redeemable on demand by the holder, with accrued interest calculated to the end of the previous month
(no interest is paid if redeemed during the first 3 months following the date of issue); and

— Canada premium bonds are redeemable in full or partially on any anniversary of the issue date and during the 30 days thereafter
by the holder, with accrued interest if applicable.

Table 6.4
Retail debt
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Canada savings bonds (CSB)
Matured 2019-2020 ........ccoveiviiiiniiiiiiie s 449,418,366 - 449,418,366 -
Maturing
2020-2021 116,638,650 - 21,705,947 94,932,703
2021-2022 183,416,948 - 2,950,711 180,466,237
749,473,964 - 474,075,024 275,398,940
Canada premium bonds (CPB)
Matured 2019-2020 ........ccoveiviiiiniiiiiiie s 248,504,068 - 248,504,068 -
Maturing
2020-2021 90,272,906 - 10,531,142 79,741,764
2021-2022 .. 148,564,601 - 6,485,423 142,079,178
487,341,575 - 265,520,633 221,820,942
Total .... 1,236,815,539 - 739,595,657 497,219,882
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Canada bills

Canada bills are short-term certificates of indebtedness issued by the Government of Canada in the United States money market under the
government’s foreign currency borrowing program. Canada bills provide Canada with an additional source of short-term US funds and

have the following characteristics:
— issued at a discount in lieu of interest payments;
— term to maturity of not more than 270 days;
— transferable;
— bought and sold on the open market.

The year-end balance of Canada bills payable in US dollars was translated into Canadian dollars using the closing rate of exchange at
March 31, 2020.

Table 6.5

Canada bills

(in dollars)

Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020

Canada bills before revaluation.............ccccoovniinininniis 2,574,167,765 13,959,163,944 14,638,424,863 1,894,906,846
Exchange valuation adjustment... 125,107,226 139,659,570 - 264,766,796
TOHAL e 2,699,274,991 14,098,823,514 14,638,424,863 2,159,673,642

Medium-term notes

Medium-term notes are issued by the Government of Canada in the foreign markets under the government’s foreign currency borrowing
program, and thus provide Canada with an additional source of medium-term foreign funds.

The year-end balances of medium-term notes payable in US dollars and Euros were translated into Canadian dollars using the closing rate
of exchange of the appropriate currency at March 31, 2020.

Table 6.6
Medium-term notes
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Payable in foreign currencies
Matured 2019-2020 ........ccoveiriiiiniiiisiie e 1,235,985,000 - 1,235,985,000 -
Maturing
2020-2021 ..ot 993,150,000 49,050,000 - 1,042,200,000
2021-2022 66,810,000 3,570,000 - 70,380,000
2,295,945,000 52,620,000 1,235,985,000 1,112,580,000
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Unamortized discounts and premiums on market debt

The unamortized discounts and premiums on market debt have the following characteristics:

— unamortized discounts on Canada bills: records the portion of the discounts on outstanding Canada bills which has not yet been
charged to expenses. Discounts are amortized over the life of the bills;

— unamortized discounts on treasury bills: records the portion of the discounts on outstanding treasury bills which has not yet been
charged to expenses. Discounts are amortized over the life of the bills; and

— unamortized discounts and premiums on marketable bonds: records the portion of the discounts and premiums on outstanding
marketable bonds which has not yet been charged to expenses. Discounts and premiums are amortized over the life of the bonds.

Table 6.7

Unamortized discounts and premiums on market debt

(in dollars)

Unamortized discounts on Canada bills
Unamortized discounts on treasury bills

Unamortized discounts and premiums on marketable bonds

Receipts and

Payments and

April 1, 2019 other credits other charges March 31, 2020
(8,337,187) 55,689,593 51,423,649 (4,071,243)
(744,568,783) 2,247,229,968 2,084,810,867 (582,149,682)

2,915,703,676 557,055,339 399,620,023 3,073,138,992

2,162,797,706 2,859,974,900 2,535,854,539 2,486,918,067

Cross-currency swap revaluation

This represents the unrealized gains or losses due to fluctuations in the foreign exchange value of the cross-currency swaps.

Interest rates

Table 6.8 sets out market debt as at March 31, for each of the years 2016 to 2020 inclusively, with the average rate of interest thereon. For
purposes of comparison, market debt is classified as marketable bonds, treasury bills, retail debt, Canada bills and medium-term notes.

Table 6.8

Market debt as at March 31, from 2016 to 2020, with the average rate of interest thereon

(in millions of dollars)

Total
Marketable Treasury Retail Canada Medium-term market
bonds bills debt bills notes debt
Average Average Average Average Average Average
Amount interest Amount interest Amount interest Amount interest Amount interest Amount interest

outstanding  rate %

outstanding

rate %

outstanding

rate %

outstanding

rate %  outstanding rate %

outstanding rate %

2020... 609,532 2.19
2019... 580,542 2.28
2018... 585,870 2.18
2017... 547,761 2.25
2016... 519,373 2.47

151,867
134,300
110,700
136,700
138,100

1.39
1.79
1.16
0.54
0.50

497
1,237
2,585
4,533
5,076

0.79
0.71
0.63
0.66
0.67

2,160
2,699
2,591
3,621
4,748

1.56
2.44
1.61
0.77
0.43

1,113
2,296
2,557
2,607
2,429

0.99
2.23
1.70
1.06
0.67

765,169 2.03
721,074 2.18
704,303 2.01
695,122 1.89
669,726 2.03

The interest rate in effect at March 31 is used where various rates of interest are applicable.
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Table 6.9
Treasury bills average yields at tender

(in percentage)

Year ended March 31 High Low Last issue

Three-month bills

2020 .... 1.69 0.38 0.38
2019. 1.73 1.12 1.65
2018. 1.21 0.52 1.09
2017. 0.55 0.46 0.51
2016 .... 0.67 0.37 0.46
Six-month bills
1.75 0.38 0.38
1.93 1.33 1.68
1.37 0.56 1.28
0.58 0.51 0.55
2016 .... 0.69 0.37 0.51
364-day bills
2020 .... 1.76 0.38 0.38
2019.... 2.17 1.64 1.70
2018.... 1.63 0.62 1.60
2017 .... 0.65 0.50 0.64
2016 .. ettt ere e 0.72 0.38 0.54
Other bills
2020 .... 177 0.30 0.30
2019. 1.76 1.10 1.71
2018. 1.20 0.48 1.20
2017. 0.58 0.46 0.53
2016 .... 0.67 0.45 0.53
Maturity of government debt
Table 6.10
Maturity of government debt
(in millions of dollars)
Total
Marketable Treasury Retail Canada Medium-term market
bonds bills debt bills notes debt
Average Average Average Average Average Average
interest interest interest interest interest interest

Amount  rate%  Amount rate%  Amount rate%  Amount rate%  Amount rate%  Amount rate %

2021... 92,037 1.59 151,867 1.39 175 0.86 2,160 1.56 1,043 0.94 247,282 1.47
2022... 109,113 1.65 - - 322 0.76 - - 70 1.68 109,505 1.65
2023... 80,929 1.66 - - - - - - - - 80,929 1.66
2024... 40,466 2.25 - - - - - - - - 40,466 2.25
51,287 1.69 - - - - - - - - 51,287 1.69
2026-2030 92,094 2.88 - - - - - - - - 92,094 2.88
2031-2035 30,941 3.78 - - - - - - - - 30941 3.78
2036-2040 19,500 4.20 - - - - - - - - 19,500 4.20
2041-2045..... 31,006 2.75 - - - - - - - - 31,006 2.75
2046-2050.... 39,743 2.74 - - - - - - - - 39,743 2.74
2051-2055..... 17,342 1.44 - - - - - - - - 17,342 1.44
2060-2065........cccevvererriieiiniene 4,750 2.75 - - - - - - - - 4,750 2.75
609,208 2.19 151,867 1.39 497 0.79 2,160 1.56 1,113 0.99 764,845 2.03
Less: Government's holdings
and consolidation
adjustment .........ccccverreienns (324) - - - - (324)
TOtal o 609,532 2.19 151,867 1.39 497 0.79 2,160 1.56 1,113 0.99 765,169 2.03

This table includes unmatured debt issued by the Government of Canada. Borrowings of agent enterprise Crown corporations which are unconditional obligations of the
government, but not included in unmatured debt, can be found in Table 6.11.
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Statement of all borrowing transactions on behalf of Her Majesty

Included in the following table are borrowings by the government for general purposes and borrowings by agent enterprise Crown
corporations. Borrowings by non-agent enterprise Crown corporations and other government business enterprises are not included because
such borrowings are not on behalf of Her Majesty.

Table 6.11
Statement of all borrowing transactions on behalf of Her Majesty

(in millions of dollars)

Issues/

April 1, 2019 Borrowings Retirements March 31, 2020
Market debt of the Government of Canada® 721,074 490,555 446,460 765,169
Cross-currency swap revaluation ..............c.ccooe... 7,274 3,318 - 10,592
Unamortized discounts and premiums on market debt?. 2,163 2,860 2,536 2,487
Obligation related to capital leases®...................... 2,893 284 264 2,913
Obligation under public-private partnerships 3,511 276 1,197 2,590
736,915 497,293 450,457 783,751

Borrowings of enterprise Crown corporations designated
as agents Of HEr MaJEStY ........ccuruiiiiriiiiiriiiiieieieieiei e 294,734 111,694 96,519 309,909
TOAL 1o 1,031,649 608,987 546,976 1,093,660

1 Details can be found in this section.

Obligation related to capital leases

A capital lease is a lease that transfers substantially all the benefits and risks inherent in ownership of the asset to the lessee. The net
obligation related to capital leases represents the present values of the remaining minimum lease payments under the capital lease
arrangements.

Table 6.12
Obligation related to capital leases
(in dollars)
April 1, 2019 Net changes March 31, 2020
Land . 1,416,251 (1,301,979) 114,272
Buildings . 2,176,440,660 135,720,895 2,312,161,555
Works and infrastructure.. 439,988,871 (25,142,669) 414,846,202
Machinery and equipment . 234,706,218 (52,425,641) 182,280,577
Vehicles.......ccoevinnnnne . 40,764,412 (37,267,626) 3,496,786
TOLAL e 2,893,316,412 19,582,980 2,912,899,392
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Table 6.13

Details of obligation related to capital leases

(in thousands of dollars)

Public Accounts of Canada 2019-2020

Canadian Heritage
Canadian Broadcasting Corporation

7067 Chebucto Rd, Halifax...........cccocovieniiniicnnnen,

Maison de Radio-Canada..

Canadian Museum of Nature
Natural Heritage Building, Gatineau.............c.ccocevevne.
Canadian Race Relations Foundation
Capital leases less than $10,000,000...........cccccervrvrvreenn
National Film Board
Capital leases less than $10,000,000...........ccccevvrvrerennn
Digital Government
Shared Services Canada
IBM—Mainframes ..........cccovrrieeniieineneeseeesesieeeas
Supercomputer—Meteorological Service of Canada......

Environment and Climate Change
Department of the Environment
Carleton University, Ottawa—
National Wildlife Research Centre................ccco.....
Parks Canada Agency
Capital leases less than $10,000,000
National Defence
Department of National Defence
Edmonton Armoury—North.....
Edmonton Armoury—South....
Longue Pointe Supply Depot
Milit-Air Capital Lease (NFTC) .
Montfort Hospital—Health Services..............cccccoevriinn.

Natural Resources
Department of Natural Resources
183 Longwood Drive, Hamilton ............ccccoovviviriiinnn.
Public Safety and Emergency Preparedness
Royal Canadian Mounted Police
RCMP Detachment, Cornwall
Other capital leases less than $10,000,000...

Public Services and Procurement
Department of Public Works and Government Services
111 Lombard Avenue, Winnipeg ...
1501 Bleury Street, Montreal
1550 d'Estimauville Avenue, Quebec
181 Queen Street, Ottawa

2 Victoria Avenue, Miramichi
200 Promenade du Portage, Gatineau ....

22 Eddy Street, Gatineau
2575 Sainte-Anne Boulevard, Quebec
269 Laurier Avenue, Ottawa....

30 Victoria Street, Gatineau
351 Saint-Joseph Boulevard, Gatineau (Lease 1 of 3)....
351 Saint-Joseph Boulevard, Gatineau (Lease 2 of 3)....
351 Saint-Joseph Boulevard, Gatineau (Lease 3 of 3)....
395 Terminal Avenue, Ottawa
455 de la Carriére Boulevard, Gatineau ....

90 Elgin Street, Ottawa
Canada Place Building, Edmonton..

Total Less: Net
estimated imputed obligations
Lease Discount remaining interest using under capital

Inception termin rate minimum the discount lease
date years %* lease payments rate arrangements
June 2015 7 411 5,424 229 5,195
Feb 2020 30 2.95 279,887 92,551 187,336
285,311 92,780 192,531
Sept 1996 35 9.88 40,250 16,307 23,943
1 - 1
2,684 93 2,591
Jan 2018 4 1.89 45,900 715 45,185
July 2017 8 1.44 138,671 4,521 134,150
184,571 5,236 179,335
May 2002 25 5.63 9,100 1,747 7,353
1,898 255 1,643
Dec 2000 20 5.62 943 19 924
May 2001 20 6.07 2,220 74 2,146
Nov 1994 35 7.74 32,618 9,642 22,976
Oct 2003 17 5.87 3,599 103 3,496
Oct 2003 17 5.26 23,001 505 22,496
62,381 10,343 52,038
Nov 2010 25 1.65 68,274 8,123 60,151
Aug 2009 25 5.54 16,522 5,159 11,363
1,151 274 877
17,673 5,433 12,240
Nov 2014 20 2.69 16,868 2,928 13,940
Oct 2019 20 4.50 63,667 21,338 42,329
Nov 2011 20 8.24 50,545 18,049 32,496
March 2004 20 10.65 15,034 2,784 12,250
Jan 2018 20 3.46 54,194 13,749 40,445
Nov 2019 10 4.36 14,563 2,676 11,887
May 2013 25 7.89 216,840 101,923 114,917
April 2015 20 10.32 33,020 16,255 16,765
Sept 2005 15 4.18 2,434 25 2,409
June 2013 25 7.89 217,815 102,681 115,134
July 2011 25 5.28 58,828 19,460 39,368
Dec 2011 25 7.33 15,244 6,410 8,834
Aug 2014 12 2.45 6,323 472 5,851
Jan 2013 15 2.67 34,523 3,372 31,151
Nov 2012 25 6.86 163,280 69,364 93,916
Nov 2014 25 7.23 382,597 178,277 204,320
Oct 2007 25 4.44 251,018 60,998 190,020
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Table 6.13
Details of obligation related to capital leases—concluded

(in thousands of dollars)

Total Less: Net
estimated imputed obligations
Lease Discount remaining interest using under capital
Inception termin rate minimum the discount lease
date years %* lease payments rate arrangements
Fontaine Building, Gatineau Jan 2008 15 5.82 9,111 711 8,400
Guy Favreau Complex, Montreal.... Jan 2004 30 3.17 34,588 6,580 28,008
Harry Hays Building, Calgary Oct 2007 25 4.44 248,570 60,412 188,158
Joseph Shepard Building, Toronto .. Oct 2007 25 4.44 171,880 41,776 130,104
Judicial Complex, Toronto April 2006 20 11.40 38,958 11,038 27,920
Library Square (Block 56), Vancouver .. May 1995 25 9.68 555 4 551
Maritime Centre, Halifax .. Jan 2010 15 6.26 7,846 1,075 6,771
Mercury Centre, Ottawa.... Jan 2007 25 450 76,389 17,159 59,230
Montcalm Place, Tower II, Gatineau April 2012 15 2.64 12,614 1,108 11,506
Queen Square, Dartmouth.... Sept 2011 10 3.18 1,890 44 1,846
RCMP Building, Montreal... Oct 2007 25 4.44 43,302 10,547 32,755
Revenue Canada Building, Montreal Oct 2007 25 4.44 87,915 21,373 66,542
Skyline Complex, Ottawa Oct 2007 25 4.44 194,645 47,353 147,292
Thomas D'Arcy McGee Building, Ottawa.... Oct 2007 25 4.44 151,552 36,819 114,733
Trusco Building, Ottawa............cccceueee. Sept 2006 20 4.28 44,573 5,657 38,916
Other capital leases less than $10,000,000 151,100 25,316 125,784
2,872,281 907,733 1,964,548
Defence Construction (1951) Limited
Capital leases less than $10,000,000...........c.ccceevrererirnnnns 67 1 66
Transport
Department of Transport
Confederation Bridge, Borden-Carleton...............c.c........ May 1997 35 6.16 846,025 431,179 414,846
Other ministries
Capital leases less than $10,000,000 3,847 2,234 1,613
4,394,363 1,481,464 2,912,899

1 For lessors and lessees, the financing rate of a lease agreement is subject to change over the term of lease.
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Minimum lease payments related to capital leases

Table 6.14
Minimum lease payments related to capital leases

(in thousands of dollars)

Payments due by March 31

2026 and
2021 2022 2023 2024 2025 subsequent Total
Canadian Heritage
Canadian Broadcasting Corporation
Remaining payments 10,090 10,072 13,408 9,382 9,381 232,978 285,311
Imputed interest 5,490 5,358 5,162 5,015 4,886 66,869 92,780
4,600 4,714 8,246 4,367 4,495 166,109 192,531
Canadian Museum of Nature
Remaining payments 3,500 3,500 3,500 3,500 3,500 22,750 40,250
Imputed interest 2,325 2,203 2,068 1,919 1,755 6,037 16,307
1,175 1,297 1,432 1,581 1,745 16,713 23,943
Canadian Race Relations
Foundation
Remaining payments 1 - - - - - 1
Imputed interest - - - - -
1 - - - - - 1
National Film Board
Remaining payments 655 633 587 586 223 - 2,684
Imputed interest 36 27 18 10 2 - 93
619 606 569 576 221 - 2,591
Digital Government
Shared Services Canada
Remaining payments 62,390 47,091 28,090 26,857 20,143 - 184,571
Imputed interest 2,329 1,418 874 495 120 - 5,236
60,061 45,673 27,216 26,362 20,023 - 179,335
Environment and Climate Change
Department of the Environment
Remaining payments 1,300 1,300 1,300 1,300 1,300 2,600 9,100
Imputed interest 414 364 312 256 197 204 1,747
886 936 988 1,044 1,103 2,396 7,353
Parks Canada Agency
Remaining payments 403 403 403 402 287 - 1,898
Imputed interest 94 74 52 29 6 - 255
309 329 351 373 281 - 1,643
National Defence
Department of National Defence
Remaining payments 13,980 7,366 7,290 7,287 7,289 19,169 62,381
Imputed interest 2,071 1,712 1,538 1,352 1,153 2,517 10,343
11,909 5,654 5,752 5,935 6,136 16,652 52,038
Natural Resources
Department of Natural Resources
Remaining payments................. 4,372 4,372 4,372 4,372 4,372 46,414 68,274
Imputed interest...........cccoveenae 967 910 852 794 735 3,865 8,123
3,405 3,462 3,520 3,578 3,637 42,549 60,151
Public Safety and Emergency
Preparedness
Royal Canadian Mounted Police
Remaining payments 1,490 1,206 1,206 1,206 1,207 11,358 17,673
Imputed interest 651 617 583 548 511 2,523 5,433
839 589 623 658 696 8,835 12,240
Public Services and Procurement
Department of Public Works and
Government Services
Remaining payments 226,070 216,654 213,519 214,024 207,671 1,794,343 2,872,281
Imputed interest 104,976 98,755 92,451 85,758 78,925 446,868 907,733
121,094 117,899 121,068 128,266 128,746 1,347,475 1,964,548
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Table 6.14

Minimum lease payments related to capital leases—concluded

(in thousands of dollars)

Defence Construction (1951)
Limited

Remaining payments

Imputed interest

Transport
Department of Transport
Remaining payments
Imputed interest

Other ministries
Remaining payments
Imputed interest

Summary
Remaining payments...........c.cccceue.
Imputed interest

Net obligation....

Payments due by March 31

2026 and

2021 2022 2023 2024 2025 subsequent Total
47 19 1 - - - 67
1 - - - - - 1
46 19 1 - - - 66
63,871 64,836 65,815 66,809 67,819 516,875 846,025
37,583 37,351 37,080 36,766 36,408 245,991 431,179
26,288 27,485 28,735 30,043 31,411 270,884 414,846
336 375 301 253 250 2,332 3,847
141 139 146 150 150 1,508 2,234
195 236 155 103 100 824 1,613
231,427 208,899 198,656 202,886 198,594 1,872,437 2,912,899
388,505 357,827 339,792 335,978 323,442 2,648,819 4,394,363
157,078 148,928 141,136 133,092 124,848 776,382 1,481,464
231,427 208,899 198,656 202,886 198,594 1,872,437 2,912,899
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Pensions and other future benefits

The obligations arising from public sector pensions and other employee and veteran future benefits, sponsored by the government or some
of the consolidated Crown corporations and other entities, are measured on an actuarial basis and are presented net of pension assets,
unrecognized net actuarial gain or loss and valuation allowance, as well as contributions and benefits paid by some of the consolidated
Crown corporations and other entities after their measurement date of December 31 up to March 31.

Public sector pensions

The government sponsors a number of defined benefit pension plans covering substantially all its employees, principally members of the
federal public service, the Canadian Forces (including the Reserve Force) and the Royal Canadian Mounted Police, as well as employees
of certain Public Service corporations and territorial governments. The government also sponsors several other pension plans; the two
most significant ones being for Members of Parliament and federally appointed judges. The government has a statutory obligation to pay
the pension benefits it sponsors.

The liabilities for public sector pension plans sponsored by the government are initially recorded through pension accounts, which are
generally established pursuant to legislation. The pension accounts track transactions such as contributions, interest credits, benefit
payments, transfers and administrative expenses. Any adjustments required under the government’s accounting policies are then recorded
through allowance for pension adjustment accounts. The allowance accounts reflect the differential between accrual and cash accounting
recognized through the years. They also reflect the accumulated difference in interest calculations and consolidation adjustments related
to refundable tax amounts remitted to or refunded from the Canada Revenue Agency.

The government’s pension plans are generally financed from employer and employee contributions or from government and
member contributions. The contributions are either part of general funds or transferred to the Public Sector Pension Investment
Board (PSPIB) for investment. Since April 1, 2000, amounts equal to contributions less benefit payments and other charges related to the
public service, Canadian Forces—Regular Force and Royal Canadian Mounted Police pension plans, and since 2007 for the Canadian
Forces—Reserve Force pension plan, that fall within the Income Tax Act limits are transferred to the PSPIB. The goal of the PSPIB is to
maximize returns on investments without undue risk of loss, while having regard to the funding, policies and requirements and financial
obligations of each of the pension plans. The PSPIB, a Canadian Crown corporation established under the Public Sector Pension
Investment Board Act, reports the results of the investments it holds in its annual report tabled in Parliament. Contributions for all the
other pension plans sponsored by the government are part of general funds.

More information on the above-mentioned pension plans can be found in the respective annual report on the administration of the plans
tabled in Parliament.

In addition, some of the consolidated Crown corporations and other entities maintain their own defined benefit pension plans covering
substantially all of their employees. The majority of the defined benefit pension plans are contributory plans. Employer and employee
contributions are made in accordance with the provisions of the plans. Pension plans’ funds are held in external trusts that are legally
separate from Crown corporations and other entities.

i.  Pension plans

Public Service Pension Plan, Canadian Forces Pension Plan including the Reserve Force Pension Plan and Royal Canadian Mounted
Police Pension Plan

The pension plans for the public service, Canadian Forces—Regular Force and the Royal Canadian Mounted Police provide for the
payment of a lifetime pension and a temporary bridge benefit payable normally until age 65, the age at which members generally
become eligible for the Canada Pension Plan (CPP) or Quebec Pension Plan (QPP). The annual lifetime pension is based on the average
salary of five consecutive years of highest-paid service and the years of pensionable service. For the Canadian Forces—Reserve Force
pension plan, the annual lifetime pension is based on a percentage of indexed pensionable earnings with a temporary bridge benefit
payable normally until age 65, the age at which members generally become eligible for the CPP or QPP. Pension benefits are indexed
annually on January 1 to take into account the cost of living.
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Pension benefits accrue at a rate of 2% per year of pensionable service up to a maximum of 35 years, the exception being those offered
under the Canadian Forces—Reserve Force pension plan. These benefits accrue at a rate of 1.5% up to a maximum of 35 years. Pension
benefits are coordinated with those of the CPP or the QPP. Pension benefits for the public service pension plan members will accrue under
either Group 1 for employees who were plan members prior to January 1, 2013, or Group 2 for employees joining the public service
pension plan on or after that date. The normal retirement age for Group 1 members is 60. For Group 2 members, the normal retirement
age is 65 and other age-related thresholds were increased by 5 years.

Public service Group 1, Canadian Forces—Regular Force and Royal Canadian Mounted Police members contribute at different rates than
public service Group 2 members. The member contribution rates are as follows:

Public service Group 1, Canadian Forces—Regular Force and Royal Canadian Mounted Police pension plan members contributed:

— for the first nine months of fiscal year (FY) 2020: 9.6% (9.8% in 2019) of salary up to the Yearly Maximum Pensionable Earnings
(YMPE) for the CPP or QPP and 11.8% (12.1% in 2019) of salary above the YMPE; and

— for the last three months of FY 2020: 9.5% (9.6% in 2019) of salary up to the YMPE and 11.7% (11.8% in 2019) of salary above
the YMPE.

Public service Group 2 pension plan members contributed:

— for the first nine months of FY 2020: 8.7% (8.8% in 2019) of salary up to the YMPE for the CPP or QPP and 10.2% (10.5% in
2019) of salary above the YMPE; and

— for the last three months of FY 2020: 8.7% (8.7% in 2019) of salary up to the YMPE and 10.2% (10.2% in 2019) of salary above
the YMPE.

Contribution rates for Group 2 members were lower than for Group 1 members due to the lower cost of the benefits associated with a
higher normal age of retirement for Group 2 members of 65 compared to 60 for Group 1 members.

Members of the Canadian Forces—Reserve Force contribute 5.2% on pensionable earnings up to 66 2/3 times the defined benefit limit as
determined under the Income Tax Regulations.

Employer contributions are made monthly to provide for the cost (net of employee contributions) of the benefits that have accrued in
respect of that month at a rate determined by the President of the Treasury Board. For 2020, the employer contribution rates were about
1.0, 1.5 and 1.2 (1.0, 1.5 and 1.2 respectively in 2019) times the current year’s employee contribution for the plans under the Public
Service Superannuation Act, the Canadian Forces Superannuation Act (Regular Force pension plan) and the Royal Canadian Mounted
Police Superannuation Act, respectively. For 2020, the employer contribution rate was about 2.1 (2.2 in 2019) times the current year’s
employee contribution for the Reserve Force pension plan.

The superannuation accounts, which record the transactions that pertain to pre-April 1, 2000 service, are credited with interest at rates that
are based on the Government of Canada long-term bond rate. The average interest rate credited to the superannuation accounts was
approximately 3.7% (4.0% in 2019).

The pension fund accounts, which record the transactions that pertain to service since April 1, 2000, are flow-through accounts used to
transfer funds to the PSPIB. The balance in the pension fund accounts at year-end represents the amounts awaiting transfer to the PSPIB.

The retirement compensation arrangements (RCA) accounts record transactions for those pension benefits above the pension limits set
under the Income Tax Act. The RCA accounts No. 1 and No. 2 are registered with the Canada Revenue Agency (CRA) and a transfer is
made annually between these RCA accounts and the CRA, either to remit a 50% refundable tax in respect of the net contributions and
interest credits or to receive a refund based on the net benefit payments.
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Members of Parliament retiring allowances

Members of Parliament are eligible at a certain age to receive a basic allowance upon termination of membership and after having
contributed to the plan for at least six years. Retirement age is set at 55 for pensionable service accrued before January 1, 2016 and at 65
for pensionable service accrued on or after January 1, 2016, with the option of reduced benefits for early retirement at age 55. The basic
allowance accrues at a rate of 3% per year of pensionable service for both Members of the House of Commons and for Senators. For
service accrued before January 1, 2016, the accrual rate is multiplied by the average of the best five consecutive years of sessional
indemnity up to a maximum of 75% of the plan member’s average sessional indemnity. For service accrued after December 31, 2015, the
accrual rate is multiplied by the average of the best five consecutive years of pensionable earnings up to a maximum of 75% of the plan
member’s average pensionable earnings. Basic allowances are indexed annually on January 1 to the cost of living once recipients reach
age 60. Pensionable service accrued on or after January 1, 2016, under the Members of Parliament pension plan, is coordinated with the
CPP or QPP at age 60.

The contribution rates have increased over time to bring the plan members’ share to 50% as at January 1, 2018. For the 2020 fiscal year,
plan members contributed at a rate of 19.5% (19.4% in 2019) of their salary for the first nine months and a rate of approximately 19.7%
(19.5% in 2019) for the last three months.

The government contributions are made monthly to provide for the cost (net of plan member contributions) of the benefits that have
accrued in respect of that month at a rate determined by the President of the Treasury Board. The government contributions, expressed as
a multiple of plan member contributions, are on average as follows:

2020 2019
Members of Parliament
RELIFING AIIOWANCES ACCOUNT .....evietetiieieiteet ettt et b bbb s et b b e b e bttt h e e b e bt eb bt abeb e e b b nneene 1.0 1.0
Compensation ArTaNGEMENES ACCOUNL .......c.uiuetitiuetereiereiereresesesesetesetebeseeeseseeesebebebeseseseb b b ebebebebebebebebebebeb et b ebeb et b ebeberenas 1.0 1.0

Contributions are credited to the appropriate pension account, either the Members of Parliament Retiring Allowances Account or the
Members of Parliament Retirement Compensation Arrangements Account. The pension accounts are also credited with interest at a rate
determined by the Chief Actuary of Canada. The average interest rate credited to the pension accounts in 2020 was approximately 3.3%
(2.9% in 2019).

Pension plan for federally appointed judges

This plan provides fully indexed annuities to judges and to all eligible survivors providing they meet minimum age and service
requirements. The full benefit amount is generally payable when the member has completed 15 years of pensionable service and the sum
of the member’s age and years of service equals 80.

Judges appointed to the bench before February 17, 1975, make required contributions of 1.5% of salary. All other judges contribute 7%
of salary.

Legislation does not require a specific pension account to be maintained to record the transactions pertaining to this plan. Therefore, except
for the portion recorded in the Supplementary Retirement Benefit Account, the liability pertaining to this plan is recorded through an
allowance account. During the year, benefits paid are recorded as expenditures against the statutory payment authority. The expense is
adjusted at year-end through an allowance account, to bring the current year expense from cash to an accrual accounting basis, similar to
that of the other pension plans. During the year, the benefit payments charged to the expenditure authority amounted to $179 million
(%170 million in 2019). At March 31, 2020, the portion of the pension liability recorded through an allowance account for the judges’
pension plan amounted to $3,505 million ($3,105 million in 2019).

Consolidated Crown corporations and other entities pension plans

Pension benefits provided under consolidated Crown corporations and other entities defined benefit pension plans accrue depending on
the terms of the plans. Generally, they are based on a combination of an accrual rate per years of pensionable service and some type of
pensionable earnings average. Some of the consolidated Crown corporations and other entities’ defined benefit pension plans are closed
to new participants.
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ii.  Actuarial valuations

As required under the Public Pensions Reporting Act, actuarial valuations of the pension plans sponsored by the government are performed
at least every three years for funding purposes. The actuarial valuations are performed by the Office of the Chief Actuary, submitted to
the President of the Treasury Board, and tabled in Parliament.

The most recent date of the actuarial valuation for funding purposes of each pension plan sponsored by the government is as follows:
Canadian Forces—Regular Force—March 31, 2016;
Canadian Forces—Reserve Force—March 31, 2016;
Members of Parliament—March 31, 2016;
Federally appointed judges—March 31, 2016;
Public Service—March 31, 2017; and,
Royal Canadian Mounted Police—March 31, 2018.

The actuarial valuations for the public service, Canadian Forces, Royal Canadian Mounted Police and Members of Parliament pension
plans include the valuation of the Retirement Compensation Arrangements (RCA) component related to each plan.

Where applicable, the funding valuations provide the government with recommendations for setting both employer and employee
contribution rates, as well as any actuarial adjustment to amortize deficiencies or excesses. These actuarial adjustments are made in equal
instalments over a period not exceeding 15 years commencing in the year in which the actuarial report is laid before Parliament.

To address actuarial deficiencies, no adjustment was made ($3,107 million credited in 2019) to the Public Service Superannuation
Account, $145 million ($145 million in 2019) were credited to the Canadian Forces Pension Fund Account, $5.3 million ($5.3 million
in 2019) were credited to the Reserve Force Pension Fund Account, no adjustment was made ($9 million credited in 2019) to the Royal
Canadian Mounted Police Pension Fund Account and $956 million (nil in 2019) were credited to the Royal Canadian Mounted Police
Superannuation Account. The actuarial adjustments recorded in pension fund accounts are transferred to the PSPIB for investment. To
address deficiencies, the consolidated Crown corporations and other entities made special funding payments of $1 million ($8 million
in 2019).

Table 6.15 presents a summary of the balances and transactions for public sector pension plan liabilities. In particular, receipts and other
credits for the government’s pension accounts consist of contributions from plan members, the Government of Canada, participating
Public Service corporations and territorial governments, as well as transfers from other pension funds, actuarial adjustments to amortize
deficiencies, refunds of refundable tax and interest. Payments and other charges for the government’s pension accounts consist of annuity
payments, minimum benefits, cash termination allowances (lump sum payments to employees suffering a disability), returns of
contributions, pension division payments, transfer value payments, transfers to other funds, remittances of refundable tax, payments of
administrative expenses, actuarial adjustments to amortize excesses, and transfers to PSPIB. Adjustments to the government’s allowance
accounts result from the differential with annual actuarial valuations performed for accounting purposes. These include differences
between benefits earned and contributions and interest calculations, as well as from other adjustments required under the government’s
accounting policies such as recognition of actuarial gains and losses and consolidation adjustments related to refundable tax amounts.

Pension benefits funded by the government relate to post-March 2000 service that falls within the Income Tax Act limits for the three
main public sector pension plans and all service for the Canadian Force—Reserve Force pension plan, as funds are invested through the
PSPIB. Funded pension benefits also relate to consolidated Crown corporations and other entities where pension plans’ funds are held in
external trusts that are legally separate from Crown corporations and other entities. For unfunded pension plans, separate invested funds
are not maintained. These relate to all pre-April 2000 service and only to post-March 2000 service that falls above the Income Tax Act
limits for the three main public sector pension plans, all service periods for the pension plans of the federally appointed judges and
Members of Parliament, and some of the consolidated Crown corporations and other entities pension plans.

174 | Section 6—Interest-bearing debt



Public Accounts of Canada 2019-2020

Table 6.15
Public sector pensions

(in millions of dollars)

Receipts and Payments and
April 1, 2019 other credits other charges  March 31, 2020

Funded pension benefits

Public Service Pension Fund Account, Table 6.18 ..........ccccoceviiiiiiniiiiiicscccs 17 5,302 5,295 24
Allowance for pension adjustments .. (236) 1,786 3,579 (2,029)
Subtotal (219) 7,088 8,874 (2,005)
Canadian Forces Pension Fund Account, Table 6.20.... 111 1,534 1,519 126
Allowance for pension adjustments 581 4 293 292
Subtotal 692 1,538 1,812 418
Reserve Force Pension Fund Account, Table 6.21 (124) 79 92 (137)
Allowance for pension adjustments .. 81 32 40 73
Subtotal (43) 111 132 (64)
Royal Canadian Mounted Police Pension Fund Account, Table 6.23 ... 1 500 512 (11)
Allowance for pension adjustments 62 57 131 12)
Subtotal 63 557 643 (23)
Total pension fund accounts ... 5 7,415 7,418 2
Total allowance for pension adjustments 488 1,879 4,043 (1,676)
Net pension benefit liabilities related to government-sponsored funded plans..... 493 9,294 11,461 (1,674)
Pension benefit assets related to funded plans sponsored by consolidated
Crown corporations and Other ENEILIES............covrieiririeiirc e (2,144) 92 454 (2,506)
Net pension benefit liabilities related to funded plans ............cccovviiiiiiiii (1,651) 9,386 11,915 (4,180)
Unfunded pension benefits
Public Service Superannuation Account, Table 6.17 ..........cccoviviriiiiiiininiiiii e 93,700 3,418 5,602 91,516
Allowance for pension adjustments .. 3,419 2,807 1,314 4,912
Subtotal 97,119 6,225 6,916 96,428
Canadian Forces Superannuation Account, Table 6.1 45,607 1,687 2,552 44,742
Allowance for pension adjustments 3,015 1,649 623 4,041
Subtotal 48,622 3,336 3,175 48,783
Royal Canadian Mounted Police Superannuation Account, Table 6.22 .... 12,917 1,428 724 13,621
Allowance for pension adjustments .. 686 438 1,116 8
Subtotal 13,603 1,866 1,840 13,629
Members of Parliament Retiring Allowances Account, Table 6.24.... 560 35 34 561
Allowance for pension adjustments 102 36 4 134
SUBLOTAL ... 662 71 38 695
Members of Parliament Retirement Compensation Arrangements Account, Table 6.25........... 203 20 22 201
Allowance for pension adjustments .. 323 29 - 352
Subtotal 526 49 22 553
Retirement Compensation Arrangements Accounts, Table 6.26 .... 2,402 247 211 2,438
Allowance for pension adjustments 1,641 175 31 1,785
Subtotal 4,043 422 242 4,223
Supplementary Retirement Benefits Account (Judges), Table 6.27 ... 247 11 - 258
Allowance for pension adjustments .. 3,105 400 - 3,505
Subtotal 3,352 411 - 3,763
Supplementary Retirement Benefits Account (Others), Table 6.27.... 1 - — 1
Total superannuation accounts 155,637 6,846 9,145 153,338
Total allowance for PensSion a0JUSTMENLS ..........c.euruiiiiiiiiiiiiiieieieiei e 12,291 5,534 3,088 14,737
Pension benefit liabilities related to government-sponsored unfunded plans..............c.ccooveine 167,928 12,380 12,233 168,075
Pension benefit liabilities related to unfunded plans sponsored by consolidated
Crown corporations and other entities.... 99 10 6 103
Pension benefit liabilities related to unfunded plans.................. 168,027 12,390 12,239 168,178
Net pension benefit IaDIIIIES. ..........ocoviiiii s 166,376 21,776 24,154 163,998
The net pension benefit liabilities were recognized and presented in the Consolidated Statement of Financial Position as follows:
Public sector PeNSion HabIltIES ............c.coirieiiiiieiecee e 168,782 21,684 21,870 168,596
Public sector pension assets?.... (2,406) 92 2,284 (4,598)
Net pension benefit liabilities... 166,376 21,776 24,154 163,998

1 The portion corresponding to "other credits" includes the reclassification of public sector pension assets at year-end related to government-sponsored funded plans.
2 The portion corresponding to "other charges” includes the reclassification of public sector pension assets at year-end related to government-sponsored funded plans.
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Table 6.16 presents a summary of transactions in public sector pensions that resulted in charges to expenses. Interest is calculated based
on the accrued pension obligations under the various plans. The net interest expense represents interest of $5,680 million ($6,005 million
credited in 2019) credited to the superannuation accounts in accordance with the pension legislation, a provision of $5,129 million
(%4,841 million in 2019) and interest of $451 million ($442 million in 2019) on the consolidated Crown corporations and other entities’
obligations, shown net of $8,576 million ($7,779 million in 2019) in expected return on pension investments.

Table 6.16
Summary of transactions in public sector pensions that resulted in charges to expenses

(in millions of dollars)

2020 2019
Govern-
ment
contri- Net Actu- Costs Valua- Actuarial
butions bene- arial recorded in tion losses Net Net
and Adjust- fits adjust- previous allow- (gains) Pension interest Pension interest
other? ment earned ments? years® ance recognized  expense  expense expense  expense
Funded pension benefits
Public Service Pension
Fund Account ............ 2,397 (126) 2,271 - - - (983) 1,288 (684) 966 (495)
Canadian Forces Pension
Fund Account ............ 799 4 803 145 (145) - (69) 734 (71) 744 (29)
Reserve Force Pension
Fund Account ............ 51 (14) 37 5 ) - 1 38 2 24 (€}

Royal Canadian

Mounted Police

Pension Fund

ACCOUNt ..., 270 34 304 - - - (64) 240 (44) 225 (33)
Consolidated Crown

corporations and

other entities .............. 86 (11) 75 1 (1) 17 (158) (66) (209) 255 (181)

Total funded

pension benefits

3,603 (113) 3,490 151 (151) 17 (1,273) 2234 (1,006) 2,214 (739)
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Table 6.16
Summary of transactions in public sector pensions that resulted in charges to expenses—concluded

(in millions of dollars)

2020 2019
Govern-
ment
contri- Net Actu- Costs Valua- Actuarial
butions bene- arial recorded in tion losses Net Net
and Adjust- fits adjust- previous allow- (gains) Pension interest Pension interest
other? ment earned ments? years® ance recognized  expense  expense expense  expense

Unfunded pension benefits

Public Service

Superannuation

ACCOUNt* .....vvoiea, 3 o ) - - - 2,807 2,803 2,104 2,535 2,449
Canadian Forces

Superannuation

Account?
Defence Services

Pension

Continuation Act........ 1 - 1 - - - - 1 - 2 -
Royal Canadian

Mounted Police

Superannuation

Account ...
Royal Canadian

Mounted Police

Continuation Act........ 6 - 6 - - - - 6 - 7 -
Members of Parliament

Retiring Allowances

Account .........coceeeene 9 15 24 - - - 21 45 14 41 15
Members of Parliament

Retirement

Compensation

Arrangements

ACCOUNt ..o 7 11 18 - - - 13 31 11 27 12
Retirement

Compensation

Arrangement

ACCOUNES....ovviiane 93 24 117 - - - 100 217 88 179 96
Supplementary

Retirement

Benefits Account .......
Judges ACt......covvrriiiinne 179 95 274 - - - 214 488 94 446 102
Other (diplomatic

services, lieutenant

governors, etc.) .......... 3 - 3 - - - - 3 - 2 -
Consolidated Crown

corporations and

2 @ (2 - - - 1,649 1,647 1,063 1,473 1,217

- @ ) 956 (956) - 438 437 312 389 353

other entities - 2 2 — - — 4 6 4 5 4
Subtotal 307 135 442 956 (956) - 5,246 5,688 3,690 5,110 4,248
Contributions from

the Judges' plan recorded

to revenues .... 17) - 17) - - - - 17) - (16) -
Total unfunded

pension benefits 290 135 425 956 (956) - 5,246 5,671 3,690 5,094 4,248
Total reported in the

Consolidated Statement

of Operations and

Accumulated Deficit........ 3,893 22 3,915 1,107 (1,107) 17 3,973 7,905 2,684 7,308 3,509

1 «Other” includes consolidated Crown corporations and other entities’ contributions to their pension plans, as well as statutory payments made to beneficiaries under the
Defence Services Pension Continuation Act, the Royal Canadian Mounted Police Continuation Act, the Judges Act, ant other acts regarding diplomatic services, lieutenant
governors, etc.

2 Represents actuarial adjustments to amortize deficiencies and excesses.

3 Represents the reversal of costs already recorded in the allowance for pension adjustments of previous years.

4 Includes payments under the Supplementary Retirement Benefits Act and various acts.
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Public Service Superannuation Account

This account, established by the Public Service Superannuation Act, is used to record all transactions (contributions, benefit payments,
transfers and interest credits) in respect of service accrued by public service members up to March 31, 2000.

Table 6.17
Public Service Superannuation Account

(in dollars)

2020 2019
Opening balance .... 93,700,183,799 92,536,360,415
Receipts and other credits
Employee contributions
Government employees ... 826,359 970,947
Retired employees 3,311,300 4,560,109
Public Service COrporation EMPIOYEES .........c.coucuiriiieiiiriitiirieie ettt ettt 46,425 102,235
Employer contributions
GOVEITIMIENT ...ttt b et b e e bt E b et e b e e b bt et e ekt e bbbt e e et e eb et n e e e 3,461,289 4,597,075
Public Service corporations 22,384 30,348
Actuarial adjustment.................. - 3,107,000,000
Transfers from other pension funds .. 70,680 811,542
Interest ...... 3,410,432,517 3,592,782,645
Other?.... - 655
Total receipts AN OB CTEAILS .........eiieeiieetct bbbttt bbb 3,418,170,954 6,710,855,556
SUDEOTAL ...ttt kbbb R bR £k R b bR E R R bRt b oAb bt b et n s 97,118,354,753 99,247,215,971
Payments and other charges
Benefit payments
Annuities 5,512,288,490 5,455,468,734
Minimum benefits..... 13,821,878 14,876,476
Pension division payments .... 14,494,277 16,527,961
Pension transfer value payments.... 11,887,896 10,226,553
Return of contributions
Government employees 37,214 158,122
Public Service corporation employees 1,813 -
Transfers to other pension funds.... 2,749,315 3,567,649
Administrative expenses 46,890,327 46,206,677
Total pPaymMeNts ANA OtNET ChAIGES. ........cuiuiiiiiiiiiiiieiei et 5,602,171,210 5,547,032,172
ClOSING DAIANCE. ... 91,516,183,543 93,700,183,799

1 Includes the return of contributions from Public Service corporation employees.
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Public Service Pension Fund Account

This account is used to record the transactions in respect of service accrued on or after April 1, 2000, under the Public Service
Superannuation Act. An amount equal to contributions less benefit payments and other charges is transferred to the PSPIB for investment.
The closing balance in this account represents the net cash position prior to the transfer to the PSPIB.

Table 6.18
Public Service Pension Fund Account
(in dollars)
2020 2019
Opening balance 16,598,579 314,775,347
Receipts and other credits
Employee contributions
Government employees .... 2,409,721,286 2,376,806,578
Retired employees ..... 52,795,966 51,260,689
Public Service corporation employees ... 192,703,710 199,311,621
Employer contributions
Government 2,397,195,812 2,375,589,814
Public Service corporations 182,668,152 194,603,113
Transfers from other pension funds .. 67,132,149 56,599,226
Total receipts and other credits.. 5,302,217,075 5,254,171,041
Payments and other charges
Benefit payments
Annuities 2,528,738,856 2,255,301,448
Minimum benefits 17,749,633 18,908,212
Pension division payments 39,380,048 41,588,334
Pension transfer value payments.... 387,976,907 287,919,644
Return of contributions
GOVEINMENE BMPIOYEES ...ttt ettt etttk e b st b bbb stk h e b et eb st beb e st eb e bbb e e ebenea 14,346,409 11,147,567
Public Service corporation employees ... 4,059,208 4,576,716
Transfers to other pension funds.... 48,103,462 42,850,913
Administrative expenses..... 56,895,258 51,730,323
Total payments and other charges.. 3,097,249,781 2,714,023,157
Receipts and other credits less payments and 0ther Charges ..........coeeoieiiiiinneee s 2,204,967,294 2,540,147,884
TTANSTEIS 10 PSPIB......c.ctiuiiiteit etttk e ket b bbb bbbt b e bt £ bbb bt ek b et e b e bttt e bbb e st e ebenean 2,197,350,958 2,838,324,652
ClOSING DAIANCE ...ttt bbb s bbbkt b b e e bbbt b bt b e b bbb et n s 24,214,915 16,598,579
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Canadian Forces Superannuation Account

This account, established by the Canadian Forces Superannuation Act, is used to record all transactions (contributions, benefit payments,
transfers and interest credits) in respect of service accrued by Canadian Armed Forces members up to March 31, 2000.

Table 6.19
Canadian Forces Superannuation Account
(in dollars)
2020 2019
Opening balance .... 45,607,472,272 46,356,962,588
Receipts and other credits
CONtribULIONS FrOM PEISONMEN ...ttt bbb 2,103,211 2,295,691
Contributions by the Government.. 2,103,211 2,295,691
Interest 1,681,327,281 1,786,411,646
1,096,951 270,124
Total receipts and other credits 1,686,630,654 1,791,273,152
SUBTOTALL ... 47,294,102,926 48,148,235,740
Payments and other charges
Benefit payments
Pensions and retiring @lIOWANCES .............coviiiiiiiiit s 2,512,115,493 2,500,576,410
Minimum benefits 569,521 357,871
Pension division payments .... 22,696,098 22,572,164
Pension transfer value payments.... 1,334,167 1,660,893
Administrative expenses 15,669,530 15,596,130
Total payments and other charges 2,552,384,809 2,540,763,468
Closing balance 44,741,718,117 45,607,472,272

1 Includes returned annuity payments upon joining a government pension plan.
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Canadian Forces Pension Fund Account

This account is used to record the transactions in respect of service accrued on or after April 1, 2000, in accordance with Part | of the
Canadian Forces Superannuation Act. An amount equal to contributions less benefit payments and other charges is transferred to the
PSPIB for investment. The closing balance in this account represents the net cash position prior to the transfer to the PSPIB.

Table 6.20
Canadian Forces Pension Fund Account
(in dollars)
2020 2019
OPENING DAIANCE ...ttt bbb s bbb s b b et e b st b bbb et e bt ek ne et n s 110,785,906 164,762,178
Receipts and other credits
Contributions from personnel 532,100,764 541,458,641
799,430,985 795,607,851
145,000,000 145,000,000
56,547,957 68,887,607
1,286,683 173,747
1,534,366,389 1,551,127,846
Payments and other charges
Benefit payments
Pensions and retiring allowances 774,383,487 684,683,610
Minimum benefits............ 1,836,369 1,038,703
Pension division payments .... 46,518,428 36,256,577
Pension transfer value payments.... 214,753,994 186,434,101
Return of contributions.............. 1,968,670 2,027,083
Transfers to other pension funds 1,906,688 1,799,316
Administrative expenses............ . 15,563,339 13,998,044
Total payments and other charges..... . 1,056,930,975 926,237,434
Receipts and other credits less payments and other charges ... 477,435,414 624,890,412
TrANSTEIS 10 PSPIB.......oiiiiiiii bbb 462,171,995 678,866,684
CIOSING DBIANCE ...ttt 126,049,325 110,785,906

1 Includes unclaimed cheques.
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Reserve Force Pension Fund Account

This account is used to record the transactions in respect of service accrued on or after March 1, 2007, in accordance with Part | 1 of the
Canadian Forces Superannuation Act. When the closing balance of this account is in a positive net cash position, an amount equal to
contributions less benefit payments and other charges is usually transferred to the PSPIB for investment.

Table 6.21
Reserve Force Pension Fund Account

(in dollars)

2020 2019
OPENING DAIANCE ...ttt (123,565,062) (83,308,325)
Receipts and other credits
Contributions from personnel.... 22,442,708 20,983,502
Contributions by the Government.. 50,910,434 40,748,802
Actuarial adjustment 5,300,000 5,300,000
Total receipts AN OtNET CrEAITS ........viiiiiiiieiet ettt 78,653,142 67,032,304
Payments and other charges
Benefit payments
Pensions and retiring alIOWANCES .............ooviiiiiiiii s 9,963,024 9,151,423
Minimum benefits 52,760 195,791
Pension transfer value payments 17,080,698 21,562,942
Return of contributions 69,735 95,017
Transfers to other pension funds.... 56,547,957 68,887,607
Administrative expenses 8,036,625 7,396,261
Total paymeNts ANA OtNET CAIGES. ........cuiuiiiiiiiiiiiieiei ittt 91,750,799 107,289,041
CIOSING DBIANCE ...ttt (136,662,719) (123,565,062)
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Royal Canadian Mounted Police Superannuation Account

This account, established by the Royal Canadian Mounted Police Superannuation Act, is used to record all transactions (contributions,
benefit payments, transfers and interest credits) in respect of service accrued by Royal Canadian Mounted Police members up to
March 31, 2000.

Table 6.22
Royal Canadian Mounted Police Superannuation Account

(in dollars)

2020 2019

OPENING DAIANCE ...ttt bbb s bbb s b b et e b st b bbb et e bt ek ne et n s 12,916,633,815 13,116,767,456
Receipts and other credits

Contributions from personnel (current services and arrears). 357,693 493,645

Contributions by the Government..... 314,550 348,738

Actuarial adjustment 956,000,000 -

Interest 470,927,017 508,103,714

Total receipts and other credits 1,427,599,260 508,946,097
SUBEOTAL ...ttt 14,344,233,075 13,625,713,553

Payments and other charges
Benefit payments
ANNUILIES AN QHIOWANCES. .....c.veevieceieceeeee ettt ettt ettt et e et e ete e ete et e eteeteeseeeaeeseeeseeeseastesseestesseesseenseensesssesseeseeas 711,720,812 698,978,733

Cash termination allowance and gratuities. 313,410 358,101
Pension division payments 6,226,186 4,589,142
Pension transfer value payments.... 17,513 302,988
Return of contributions 309,323 17,621
Administrative expenses 4,941,627 4,833,153
Total payments and OTNET CAIGES..........c.t ittt etttk bbbttt 723,528,871 709,079,738

ClOSING DAIANCE ...ttt bbb s bbbkt b b e e bbbt b bt b e b bbb et n s 13,620,704,204 12,916,633,815
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Royal Canadian Mounted Police Pension Fund Account

This account is used to record the transactions in respect of service accrued on or after April 1, 2000, under the Royal Canadian Mounted
Police Superannuation Act. An amount equal to contributions less benefit payments and other charges is transferred to the PSPIB for
investment. The closing balance in this account represents the net cash position prior to the transfer to the PSPIB.

Table 6.23
Royal Canadian Mounted Police Pension Fund Account
(in dollars)
2020 2019
OPENING DAIANCE ...ttt bbb s bbb s b b et e b st b bbb et e bt ek ne et n s 1,480,904 2,690,544
Receipts and other credits
Contributions from personnel (current services and arrears). 220,776,751 222,850,535
Contributions by the Government..... . 269,968,417 262,313,115
Actuarial adjustment - 9,000,000
Transfers from other pension funds 9,523,174 4,896,742
Total receipts and other credits 500,268,342 499,060,392
Payments and other charges
Benefit payments
Annuities and allowances 244,497,074 216,577,954
Minimum benefits 1,021,098 515,246
Pension division payments .... 12,149,424 11,629,861
Pension transfer VAlUE PAYMENTS..........cuiiiiiiiiiiitit ettt 39,402,060 35,127,212
Return of contributions
Personnel . 317,106 220,697
Interest........ . 172,261 58,057
Transfers to other pension funds.... 371,907 445,793
Administrative expenses 3,973,449 3,653,508
Total payments and other charges 301,904,379 268,228,328
Receipts and other credits less payments and 0ther Charges .............coviiriiiiis 198,363,963 230,832,064
TrANSTEIS 10 PSPIB.......oiiiiiiii bbb 211,394,953 232,041,704
CIOSING DBIANCE ...ttt (11,550,086) 1,480,904
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Members of Parliament Retiring Allowances Account

This account was established by the Members of Parliament Retiring Allowances Act to provide pension benefits to eligible Members of
Parliament who contributed to the plan. “Member” means a member of the Senate or the House of Commons. Benefits are also available
to eligible survivors or eligible dependent children of Members who served on or after a certain date and contributed under the Act.

Table 6.24
Members of Parliament Retiring Allowances Account
(in dollars)
2020 2019
OPENING DAIANCE ...ttt bbb s bbb s b b et e b st b bbb et e bt ek ne et n s 559,955,950 557,559,308
Receipts and other credits
Members’ contributions
Current services 8,434,314 8,004,846
Avrrears of principal, interest and mortality insurance... 20,002 20,865
Government contributions (current services)... 8,434,314 8,004,846
Interest 17,789,464 15,497,108
Total receipts and other credits 34,678,094 31,527,665
Subtotal... 594,634,044 589,086,973
Payments and other charges
Benefit payments
Annual allowances 29,451,936 29,047,966
Pension division payments .... 244,279 33,927
Return of contributions
Withdrawals... 3,881,217 47,499
Interest 102,445 1,631
Total payments and OTNET CAIGES..........c.t ittt etttk bbbttt 33,679,877 29,131,023
ClOSING DAIANCE ...ttt bbb s bbbkt b b e e bbbt b bt b e b bbb et n s 560,954,167 559,955,950
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Members of Parliament Retirement Compensation Arrangements Account

This account was established by the Members of Parliament Retiring Allowances Act to provide for benefits in respect of pension credits
accrued by Members of Parliament which are not payable out of the Members of Parliament Retiring Allowances Account. Benefits are
also available to eligible survivors or eligible dependent children of Members.

Table 6.25
Members of Parliament Retirement Compensation Arrangements Account

(in dollars)

2020 2019
OPENING DAIANCE ...ttt bbb s bbb s b b et e b st b bbb et e bt ek ne et n s 202,643,898 142,829,500
Receipts and other credits
Members’ contributions
Current services 6,976,832 7,037,944
Avrrears of principal, interest and mortality insurance... 45,517 40,472
Government contributions (current services)... 6,976,832 7,037,944
Refundable tax .... - 58,588,621
Interest ...... 6,773,423 3,959,231
Total receipts and other credits 20,772,604 76,664,212
SUDEOTAL ...ttt kbbb R bR £k R b bR E R R bRt b oAb bt b et n s 223,416,502 219,493,712
Payments and other charges
Benefit payments
ANNUAT QHIOWANCES ......c.eeeveeeeeie ettt ettt et e et e s te et e et e eteeteeaeeeteeateeseesaeeseeeseeseessesssestesseesasenseensesseesseareens 17,981,308 16,829,886
PeNSIiON diVISION PAYMENTS ......c.cuiuiuiriiiiiiisiiiiie ettt 287,936 19,418
Return of contributions
WVIERGTAWALS. ...ttt 3,191,829 -
Interest 117,053 -
Refundable tax .... 814,100 510
Total payments and OtNET CAIGES..........c.tiruiiiirieiei ettt bbbkttt bbb 22,392,226 16,849,814
ClOSING DAIANCE ...ttt bbb s bbbkt b b e e bbbt b bt b e b bbb et n s 201,024,276 202,643,898
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Retirement Compensation Arrangements Accounts

The Retirement Compensation Arrangements (RCA) Accounts were established by the Special Retirement Arrangements Act to provide
supplementary pension benefits to certain federal employees.

The RCA Regulations, No. 1 (RCA No. 1) provides for pension benefits in excess of those permitted under the Income Tax Act for the
pensions paid under the Public Service Superannuation Act, the Canadian Forces Superannuation Act and the Royal Canadian Mounted
Police Superannuation Act. The RCA No. 1 was created effective December 15, 1994.

The RCA Regulations, No. 2 (RCA No. 2) provides for pension benefits to public service employees who were declared surplus as a result
of a three-year early retirement incentive program that ended on March 31, 1998. It pays the difference between an unreduced pension
and the reduced pension for early retirement payable from the Public Service Superannuation Account. The RCA No. 2 was created
effective April 1, 1995, and is funded entirely by the government.

Table 6.26
Retirement Compensation Arrangements Accounts
(in dollars)
RCA No. 1 RCA No. 2
Royal Canadian
Public Service Canadian Forces Mounted Police Public Service Total
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
Opening balance ................. 1,265,638,829 1,241,175,803 442,574,225 430,166,136 35,187,370 34,456,839 659,130,079 688,734,759  2,402,530,503  2,394,533,537
Receipts and other credits
Employee contributions
Government
employees........ 17,690,955 10,658,710 4,985,512 3,398,549 211,851 331,161 - - 22,888,318 14,388,420
Retired employees.. 344,102 549,149 - - 2,057 764 - - 346,159 549,913
Public Service
corporation
employees........ 2,600,842 2,363,356 - - - - - - 2,600,842 2,363,356
Employer contributions
Government ........... 66,025,001 33,859,345 25,647,473 18,123,360 707,550 1,069,921 - - 92,380,024 53,052,626
Public Service
corporations..... 8,689,443 7,602,054 - - - - - - 8,689,443 7,602,054
Transfers from other
pension funds.. 216,870 55,091 - - - - - - 216,870 55,091
Refundable tax... - - - - - - 30,456,797 28,921,208 30,456,797 28,921,208
Interest 47,240,725 48,511,115 16,856,237 16,999,413 1,304,107 1,357,796 23,374,139 26,271,701 88,775,208 93,140,025
142,807,938 103,598,820 47,489,222 38,521,322 2,225,565 2,759,642 53,830,936 55,192,909 246,353,661 200,072,693

1,408,446,767 1,344,774,623 490,063,447 468,687,458 37,412,935 37,216,481 712,961,015 743,927,668  2,648,884,164 2,594,606,230

Payments and other

charges
Benefit payments

Annuities................ 56,408,899 49,076,877 10,094,799 9,514,294 1,559,459 1,366,090 85,021,755 84,797,589 153,084,912 144,754,850

Minimum benefits .. 855 165,060 - - - - - - 855 165,060
Pension division

payments................ 383,971 891,847 1,182,524 626,341 24,290 - - - 1,590,785 1,518,188
Pension transfer

value payments....... 2,267,492 865,081 1,624,293 2,504,578 2,649 709 - - 3,894,434 3,370,368
Return of contributions

Government

employees........ 35,279 3,271 - - - - - - 35,279 3,271

Public Service
corporation

employees........ 40,795 18,322 - - - - - - 40,795 18,322

Transfers to other
pension funds......... 816,795 238,368 - - - - - - 816,795 238,368
Refundable tax... 33,702,003 27,876,968 16,724,673 13,468,020 448,659 662,312 — - 50,875,335 42,007,300
93,656,089 79,135,794 29,626,289 26,113,233 2,035,057 2,029,111 85,021,755 84,797,589 210,339,190 192,075,727

Closing balance.... 1,314,790,678  1,265,638,829 460,437,158 442,574,225 35,377,878 35,187,370 627,939,260 659,130,079  2,438,544,974  2,402,530,503
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Supplementary Retirement Benefits Account

This account was established by the Supplementary Retirement Benefits Act to provide for pension benefit increases resulting from changes
in the Consumer Price Index. The account continues to provide for increased pension benefits resulting from indexation for pensions of
federally appointed judges, and recipients of pensions under various continuation acts and other related acts.

Table 6.27
Supplementary Retirement Benefits Account
(in dollars)
Judges Otherst Total
2020 2019 2020 2019 2020 2019
Opening balance ...........c.cccocoeviiiin 246,666,011 234,358,307 967,693 897,280 247,633,704 235,255,587
Receipts and other credits
Employee contributions
Government..........ccoeeveeiniens 3,995,595 3,806,631 30,979 36,317 4,026,574 3,842,948
Employer contributions
Government..........ccoeeveeiniens 3,995,595 3,806,631 28,823 36,317 4,024,418 3,842,948
INEreSt ..o 3,451,490 4,694,442 14,156 19,086 3,465,646 4,713,528
Total receipts and other credits... 11,442,680 12,307,704 73,958 91,720 11,516,638 12,399,424
Subtotal......cooveiiiieee 258,108,691 246,666,011 1,041,651 989,000 259,150,342 247,655,011
Payments and other charges
ANNUILIES ..o - - 28,941 21,307 28,941 21,307
Closing balance...........c.cccoveiennnnns 258,108,691 246,666,011 1,012,710 967,693 259,121,401 247,633,704

1 Includes lieutenant governors and other Governor in Council appointees.

Allowance for pension adjustments

This account records the accounting adjustments resulting from annual actuarial valuations of public sector pension plans sponsored by
the government.

Actuarial losses of $4,127 million ($3,697 million in 2019), due to plan experience and changes in actuarial assumptions, were recognized
in this account and increased pension expenses for the year.

An amount of $1,106 million ($3,266 million in 2019) was recorded in this account to offset the amortization of deficiencies charged to
the pension fund accounts and superannuation accounts during the year but already accounted for in previous years’ expenses or in
actuarial gains and losses.

An amount of $31 million was credited ($243 million debited in 2019) from this account and increased (decreased in 2019) pension costs
to adjust for the difference between the government contributions and the net cost of benefits earned.

No amount was recorded ($124 million debited in 2019) in this account and pension costs were not adjusted (decreased in 2019) for a past
service cost reduction related to a curtailment.

An amount of $5,129 million ($4,841 million credited in 2019) was credited to this account to adjust for the difference between interest
based on the accrued pension obligations and interest credited to the superannuation accounts. Also, an amount of $7,920 million
($7,160 million debited in 2019) was debited from this account to record the expected return on the pension investments.

As well, a consolidation adjustment of $21 million was credited ($46 million debited in 2019) from this account and debited (credited in
2019) against personal tax revenues to eliminate the effect of internal transactions resulting from tax amounts debited (credited in 2019)
from the RCA accounts that were previously recorded as tax revenues.

The unrecognized net actuarial loss of $38,230 million ($19,178 million in 2019) will be recognized in this account and will affect expenses
in future years.
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Due to annual actuarial valuations for accounting purposes, the accrued pension obligations of $374,797 million ($345,207 million in
2019) minus the pension assets of $170,166 million ($157,608 million in 2019) were $51,291 million ($31,957 million in 2019) higher
than the balance of the pension fund accounts of $2 million ($5 million in 2019) and the superannuation accounts of $153,338 million

($155,637 million in 2019). The excess or shortfall is made up of the following:

(in millions of dollars)

Public Service Pension Plan

Public Service Superannuation Account..
Public Service Pension Fund .....
Retirement Compensation Arrangements ....
Total allowance for Public Service Pension Plan....

Canadian Forces Pension Plan
Canadian FOrces SUPEranNUALION ACCOUNL..........cutureretiuetrieeeteietereteteeeteseteseseeeeeseseseeeseeeses e ebeb bbb ebebebebebebeb b ebebeb b et et eb et et bbb ebes
Canadian Forces Pension Fund
Reserve Force Pension Fund .........
Retirement Compensation Arrangements ....
Total allowance for Canadian Forces Pension Plan ...

Royal Canadian Mounted Police Pension Plan

Royal Canadian Mounted Police Superannuation Account...
Royal Canadian Mounted Police Pension Fund
Retirement Compensation Arrangements

Total allowance for Canadian Mounted Police Pension Plan

Members of Parliament Pension Plan

Members of Parliament RELINNG AIIOWANCES ..........c.iiiuiuiiriiiiietei ettt b bbbttt eb et ne et s enas
Retirement Compensation Arrangements
Total allowance for Members of Parliament Pension Plan....

(Shortfall) excess

2020 2019
(31,636) (23,459)
11,769 14,109
(2,472) (1,908)
(22,339) (11,258)
(17,381) (12,809)

789 1,616
(658) (439)
(287) (189)

(17,537) (11,821)
(4,888) (4,328)
(88) 899
(81) (43)
(5,057) (3.472)
(286) (190)
(469) (379)
(755) (569)
(5,603) (4,837)
(51,291) (31,957)
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Other employee and veteran future benefits

The government and the consolidated Crown corporations and other entities sponsor different types of future benefit plans with varying
terms and conditions. The benefits are available to employees and former employees (including military or Royal Canadian Mounted
Police members) during or after employment, or upon retirement. Some are considered retirement benefits, whereby benefits are expected
to be provided after retirement to employees and their beneficiaries or dependants. Others are considered post-employment benefits,
whereby benefits are expected to be paid after employment but before retirement. Benefits for veterans are paid to war veterans, as well
as to Canadian Forces retired veterans and Canadian Forces still-serving members. Benefits for members of the Royal Canadian Mounted
Police are paid to both current and former members. These are primarily post-employment benefits, but some benefits are also paid during
employment to still-serving members. They include disability and associated benefits paid to veterans or Royal Canadian Mounted Police
members, or to their beneficiaries and dependants.

The other major future benefits include health care and dental benefits available to retired employees and retired military and Royal
Canadian Mounted Police members, accumulated sick leave entitlements and post-employment benefits such as workers” compensation
benefits and severance benefits that accumulate.

Table 6.28
Other employee and veteran future benefits

(in millions of dollars)

Receipts and Payments and
April 1, 2019 other credits other charges ~ March 31, 2020

Veterans’ disability and other future BEnefits............ccoveiiiiiiiii e 65,410 12,328 4,276 73,462
Royal Canadian Mounted Police disability and other future benefits .... 9,510 2,397 342 11,565
Public Service Health Care Plan 28,932 2,533 429 31,036
Pensioners’ Dental Services Plan.... 4,385 453 108 4,730
Severance and other benefits 1,826 136 208 1,754
Accumulated sick leave entitlements 1,834 383 293 1,924
Workers’ compensation 1,627 108 169 1,566
Consolidated Crown corporations and Other eNItIES ... 338 29 26 341
TOTAL -ttt bbb £ b h £ bbbttt 113,862 18,367 5,851 126,378

All the government and most of the consolidated Crown corporations and other entities” sponsored plans are unfunded. The health care
and the dental plans are contributory plans. Retired plan members contribute to the plans to obtain coverage. Therefore the liabilities and
costs are shown net of members’ contributions. The accrued benefit obligations amount related to these plans is determined actuarially for
accounting purposes. As at March 31, the recorded liabilities included the following components:

(in millions of dollars)

2020 2019
Accrued Other Unrecognized  Benefits paid after Future Future
benefit future benefit net actuarial measurement date benefit benefit
obligations assets (loss) gain up to March 31 liabilities liabilities
Veterans’ disability and other future benefits............cccoveiiinicnnnns 150,845 - (77,383) - 73,462 65,410
Royal Canadian Mounted Police disability and other future benefits . 31,948 - (20,383) - 11,565 9,510
Public Service Health Care Plan ..........c.ocoeveeeeieceeeeeeeeeee e 36,817 - (5,781) - 31,036 28,932
Pensioners’ Dental Services Plan.... 6,074 - (1,344) - 4,730 4,385
Severance and other benefits 2,101 - (347) - 1,754 1,826
Accumulated sick leave entitlements 2,060 - (136) - 1,924 1,834
Workers’ compensation 1,865 - (299) - 1,566 1,627
Consolidated Crown corporations and other entities ... 310 1) 34 ) 341 338
Total .... 232,020 @ (105,639) (2) 126,378 113,862
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The cost of these benefits can accrue either during the service life of employees or upon occurrence of an event generating the liability
under the terms of the plans. An interest component is charged to expense based on the average accrued benefit obligation.

During the year, expenses relating to these benefits were as follows:

(in millions of dollars)

2020 2019
Actuarial
losses Net
Benefits (gains) benefit Interest
earned recognized expense cost Total Total
Veterans’ disability and
other future benefits 4,988 5,183 10,171 2,157 12,328 9,658
Royal Canadian Mounted
Police disability and other
future benefits 1,080 932 2,012 385 2,397 1,824
Public Service Health Care Plan 1,556 333 1,889 644 2,533 2,170
Pensioners’ Dental Services Plan.... 218 133 351 102 453 440
Severance and other benefits.... 65 36 101 35 136 131
Accumulated sick
leave entitlements 351 ) 349 32 381 365
Workers’ compensation .... 58 19 7 31 108 232
Consolidated Crown corporations -
and other entities ...........ccoeovrreeecinnins 18 2 20 9 29 25
TOtAl . 8,334 6,636 14,970 3,395 18,365 14,845
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Other liabilities

Other liabilities include general liabilities established under section 64 of the Financial Administration Act as well as specified purpose
accounts opened under section 21 of the Financial Administration Act or of other legislation. Specified purpose accounts are an accounting
classification used to record transactions and expenditures in respect of money payable out of the Consolidated Revenue Fund under
statutory authorities, pursuant to legislation, trusts, treaties, undertakings or contracts. Legislation relating to some of these accounts
permits investments to be made and, in certain cases, the balances of the accounts earn interest.

Canada Pension Plan

The Canada Pension Plan (CPP) is a federal/provincial social insurance program established by an Act of Parliament in 1965. The CPP
began operations in 1966. It is compulsory and in operation in all parts of Canada, except for the Province of Quebec. The objective of
the program is to provide a measure of protection to workers and their families against the loss of earnings due to retirement, disability or
death. The CPP is financed from employees, employers and self-employed workers contributions, as well as investment earnings. The
CPP’s investments are held and managed by the Canada Pension Plan Investment Board (CPPIB).

The CPP is administered by the Government of Canada and the provinces. As such, CPP’s financial activities are not part of the
Government of Canada’s reporting entity because changes to the CPP require the agreement of at least two thirds of the provinces,
representing at least two thirds of the population of all the provinces and it is therefore not controlled by the government.

The Minister of Employment, Workforce Development and Disability Inclusion is responsible for the administration of the CPP under the
Canada Pension Plan Act; the Minister of National Revenue is responsible for collecting contributions. The Minister of Finance and his
provincial counterparts are responsible for setting CPP contribution rates, pension and benefit levels and funding policy. The CPPIB is
responsible for managing the amounts that are being transferred under Sections 108.1 and 108.3 of the Canada Pension Plan Act. It acts
in the best interests of the beneficiaries and contributors under the Act.

Legislation to implement the CPP Enhancement came into force on March 3, 2017, amending the Canada Pension Plan, and took effect
on January 1, 2019. The CPP Enhancement will increase the amount of pensions and post-retirement benefits that will be paid on CPP
contributions made after 2018, with a corresponding increase to the contribution rate. Effectively, the CPP Enhancement will serve as a
“top-up” of the benefits calculated under the existing CPP. Unlike the existing CPP, the CPP Enhancement will be fully funded per the
legislative requirement.

The existing CPP Account and the Additional CPP Account for the CPP Enhancement, collectively referred to as the CPP Accounts, were
established in the accounts of Canada pursuant to the Canada Pension Plan Act. The transactions of each component of the CPP are
recorded in the Account to which they relate. CPP’s revenues and expenses such as contributions, interests, investment income or loss
from CPPIB, pension benefits and operating expenses, are reported as increases and decreases to this liability. The CPP Accounts also
record the amounts transferred to or received from the CPPIB. The CPPIB operates at arm’s length from the government and invests in a
diversified portfolio of securities.

As administrator of the CPP, the Government’s authority to provide benefits is limited to the assets available for benefit payments of the
CPP. At March 31, 2020, the fair value of the CPP’s assets available for benefit payments is $413,022 million ($396,480 million in 2019)
for the CPP Account and $2,615 million ($536 million in 2019) for the Additional CPP Account.

The detailed revenues, expenses, assets and liabilities of the CPP financial activities are reported separately in the CPP consolidated
financial statements. The CPP’s deposit with the Receiver General for Canada of $279 million ($163 million in 2019) corresponds to the
balance in the CPP Accounts and is reported as the government’s liability to the CPP at March 31, 2020. The CPP’s deposit with the
Receiver General for Canada is comprised of the CPP Account balance of $260 million ($152 million in 2019) and the Additional CPP
Account balance of $19 million ($11 million in 2019).
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Table 6.29 presents a reconciliation between the assets available for benefit payments shown in the CPP’s consolidated financial
statements and the CPP Accounts, as well as a summary of the balances and transactions in the CPP Accounts which result in the deposit
with the Receiver General for Canada.

Table 6.29
Canada Pension Plan Accounts
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Canada Pension Plan balance per audited consolidated financial statements
Assets available for benefit payments...........ccoooviiiieiincenccee e 396,479,715,001 67,261,572,866 50,719,228,711 413,022,059,156
Less:
Receivables, net of liabilities 4,770,535,627 5,512,650,311 4,770,535,627 5,512,650,311

Accumulated net income from Canada Pension Plan
Investment Board’s OPerations .............coceeerieeiresieinineisesiee e 247,622,000,000 13,334,000,000 1,250,000,000 259,706,000,000

144,087,179,374 48,414,922,555 44,698,693,084  147,803,408,845

Less: transfers to Canada Pension Plan Investment Board .............cccccovvviiiininnns 143,934,938,924 39,009,753,836 42,618,517,962 147,543,703,050
Total Canada Pension PIAN...........ccciiiiiiiiiiiiiiieicieieieeiee e 152,240,450 87,424,676,391 87,317,211,046 259,705,795

Additional Canada Pension Plan balance

per audited consolidated financial statements

Assets available for benefit payments...........ccoooveeiiciiieenccee e 536,321,871 2,237,478,793 158,417,575 2,615,383,089
Less:
Receivables, net of abilities ..........cccooveveiiiiiicceecc e 102,167,701 257,984,797 102,167,701 257,984,797
Accumulated net income from Canada Pension Plan
Investment Board’s OPerations .............coceeeereeirenieinineinesiee e 2,000,000 17,000,000 4,000,000 15,000,000
432,154,170 1,962,493,996 52,249,874 2,342,398,292
Less: transfers to Canada Pension Plan Investment Board ............cccocovvviiiininnns 421,157,753 - 1,902,320,075 2,323,477,828
Total Additional Canada Pension PIan ... 10,996,417 1,962,493,996 1,954,569,949 18,920,464
Deposit with the Receiver General for Canada.............cccocovvvvrriiiiisiiiiiens 163,236,867 89,387,170,387 89,271,780,995 278,626,259

Receipts and other credits include:

@)
(b)
(©
(d)
(©)

contributions from employees, employers and those who are self-employed;

income from the average daily operating balance deposited with the Receiver General for Canada;
funds received from the CPPIB;

gains on investments held by the CPPIB;

payments received on overpayments established.

Payments and other charges include:

@)

(b)

(©
(d)
(©)
®

pensions and benefits paid under the CPP as retirement pensions and post-retirement benefit, survivors’ pensions and benefits paid
to spouse or common-law partner and orphans, or as lump sum death benefits, disability pensions and benefits to eligible contributors
and their children, and post-retirement disability benefits;

pensions and benefits paid and recovered from the CPP, in accordance with an agreement with a province providing a comprehensive
pension plan;

payments that are required to be charged to the CPP, in accordance with reciprocal agreements with other countries;
costs of administration of the CPP;
funds transferred to the CPPIB;

losses on investments held by the CPPIB.

For additional information, the consolidated financial statements of the CPP are included with the supplementary statements at the end of
this section. Additional information on the funding of CPP may also be obtained from the 30th Actuarial Report on the Canada Pension
Plan prepared by the Chief Actuary of the Office of the Superintendent of Financial Institutions.
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Government Annuities Account

The purpose of the Government Annuities Act was to assist individuals and groups of Canadians to prepare financially for their retirement
by purchasing government annuities. In 1975, the Government Annuities Improvement Act discontinued future sales of government annuity
contracts. Annuities are deferred until their maturity date, at which time payments to annuitants begin.

The pension obligations are initially recorded through the Government Annuities Account, which was established by the Government
Annuities Act. The account is valued on an actuarial basis each year, using prescribed mortality and interest rates, with the deficit or surplus
charged or credited to the Consolidated Revenue Fund. Any adjustments required under the government’s accounting policies are then
recorded through an allowance adjustment account. The allowance account reflects the adjustment to the obligations due to the differential
between prescribed rates and best estimates of experience-adjusted mortality tables and discount rates. The discount rates used to measure
the present value are based on the government’s cost of borrowing derived from the yields on the actual zero-coupon yield curve for
Government of Canada bonds which reflect the timing of the expected future cash flows.

Receipts and other credits recorded in the account consist of premiums received, funds reclaimed from the Consolidated Revenue Fund
for previously untraceable annuitants, prescribed interest of 7% calculated on the accrued benefits and any credit needed to cover the
actuarial deficit. Payments and other charges recorded in the account represent payment of matured annuities, the commuted value of
death benefits, premium refunds and withdrawals, and actuarial surpluses and unclaimed annuities, related to untraceable annuitants,
transferred to non-tax revenues and allowance for adjustments to the pension obligations.

At the end of the year, an actuarial surplus of $1,227,852 was transferred to the government’s revenues to reduce the balance of the account
to $85.4 million and the allowance account was adjusted at $29.4 million to increase the pension obligations to $114.8 million as at
March 31, 2020.

As of March 31, 2020, the annuitants held 21,949 active contracts, representing a decrease of 2,724 annuities compared to the previous
year, as a direct result of annuitant deaths and Consolidated Revenue Fund transfers.
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Deposit and trust accounts

Deposit and trust accounts are a group of liabilities representing the government’s financial obligations in its role as administrator of
certain funds that it has received or collected for specified purposes and that it will pay out accordingly. To the extent that the funds
received are represented by negotiable securities, these are deducted from the corresponding accounts to show the net liability. Certain
accounts earn interest which is charged to interest on the public debt.

Table 6.30
Deposit and trust accounts
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Deposit accounts
Agriculture and Agri-Food
Department of Agriculture and Agri-Food
Contractor security deposits—Certified cheques............c.cccoveeennnee - 26,293 - 26,293
Canadian Dairy Commission
Canadian Dairy Commission ACCOUN...........ccveirerieenineeirenieenienas - 30,239,625 30,239,625 -
- 30,265,918 30,239,625 26,293
Crown-Indigenous Relations and Northern Affairs
Department of Crown-Indigenous Relations and Northern Affairs
Field British Columbia and Yukon Operations of the
Northern Canada Power Commission®... 992,587 - - 992,587
Guarantee deposits* 9,186,653 1,921,393 315,277 10,792,769
10,179,240 1,921,393 315,277 11,785,356
Environment and Climate Change
Parks Canada Agency
Contractor security deposits—Cash...........ccoerrerirreiinnciiireens 1,458,879 411,734 1,015,376 855,237
Families, Children and Social Development
Department of Employment and Social Development
Canada Labour Code—Other .... 53,404 847,096 877,064 23,436
Canada Labour Code—Wage recovery request
for review or appeal..........ccocoveiiniiiinc e 4,349,033 285,069 694,664 3,939,438
4,402,437 1,132,165 1,571,728 3,962,874

Finance
Department of Finance
Canada Development Investment Corporation
Holdback—Privatization..............c.ccceviiininiiniccas 12,091,105 180,346 - 12,271,451
Canada Hibernia Holding Corporation

Abandonment Reserve Fund 100,407,174 1,497,636 - 101,904,810
Swap collateral guarantee deposits... 164,561,609 411,138,503 423,745,325 151,954,787
277,059,888 412,816,485 423,745,325 266,131,048
Fisheries, Oceans and the Canadian Coast Guard
Department of Fisheries and Oceans
Contractor security deposits—Cash 370,027 576,174 753,726 192,475
Guarantee deposits—Fish habitat preservation... 360,106 10,000 - 370,106
730,133 586,174 753,726 562,581
Health
Canadian Food Inspection Agency
Contractor security deposits—Cash..........ccccourriiiineiinicieienns 73,672 - - 73,672
Indigenous Services
Department of Indigenous Services
Guarantee deposits 2,181,568 1,215,500 1,076,688 2,320,380
Innovation, Science and Economic Development
Department of Industry
Deposits from SPeCctrum auUCLIONS. ... 8,909,000 - 8,909,000 -
Justice
Courts Administration Service
SECUNILY FOF COSES ...ttt 65,272 51,279 37,421 79,130
Registrar of the Supreme Court of Canada
Security for costs 392,181 334 - 392,515
457,453 51,613 37,421 471,645
National Defence
Department of National Defence
Contractor security deposits—Cash...........cccurriirniiiineceieens 3,302,791 4,279,214 4,743,895 2,838,110
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Table 6.30
Deposit and trust accounts—continued

(in dollars)

National Revenue
Canada Revenue Agency
GUATANEEE AEPOSIES .....vveeeniieriirteiee et
Less: securities held iN trust...........ccooorninnins

Natural Resources
Department of Natural Resources
Contractor security deposits—Cash..
Guarantee deposits—Oil and gas
Canadian Energy Regulator
GUAraNtee EPOSILS?..........cvecvrevreeiseicieseieies e

Privy Council
Office of the Chief Electoral Officer
Candidates’ and committees’ deposits—Election
and referendum
Contractor security deposits—Cash

Public Safety and Emergency Preparedness
Canada Border Services Agency
General SECUrity dePOSIES........c.iireeueirieiieieese s
Guarantee deposits
Immigration Guarantee Fund
Temporary deposits received from importers ............cccocovvviinnnne

Royal Canadian Mounted Police
Contractor security deposits—Cash...........cccerrerirreiinicriiseess

Public Services and Procurement
Department of Public Works and Government Services
Contractor security deposits—Cash..
Deposits on disposals
Seized Property—Cash..........cccuoreirieirneee s

Transport
Department of Transport
Contractor security deposits—BoNnds ..........cccocvevirreiiniciiisees
Less: securities held in trust..........c.ccovveviiiniincee,

Contractor security deposits—Cash...........cccourriininieineeeeens

TOtal—DEPOSItS ACCOUNLS ......vcviieieaiieieieiei et
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Receipts and

Payments and

April 1, 2019 other credits other charges March 31, 2020
260,926,599 67,809,588 31,758,329 296,977,858
35,000 - - 35,000
260,891,599 67,809,588 31,758,329 296,942,858
16,965 - 4,100 12,865
15,438,052 1,076,260 3,003,192 13,511,120
151,306 344,467 - 495,773
15,606,323 1,420,727 3,007,292 14,019,758
102,000 - - 102,000

- 2,500,000 - 2,500,000

102,000 2,500,000 - 2,602,000
7,793,697 181,791 - 7,975,488
10,719,344 640,149 244,120 11,115,373
23,179,502 7,914,849 6,449,764 24,644,587
1,042,156 252,780 269,683 1,025,253
42,734,699 8,989,569 6,963,567 44,760,701
285,278 257,906 436,843 106,341
43,019,977 9,247,475 7,400,410 44,867,042
6,751,270 1,963,682 5,318,176 3,396,776
998,310 5,197,457 22,711 6,173,056
44,005,128 30,987,405 33,589,388 41,403,145
51,754,708 38,148,544 38,930,275 50,972,977
52,500 - - 52,500
52,500 - - 52,500
126,408 9,072 17,195 118,285
126,408 9,072 17,195 118,285
680,256,076 571,815,602 553,521,562 698,550,116
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Table 6.30
Deposit and trust accounts—concluded
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Trust accounts
Families, Children and Social Development
Department of Employment and Social Development
Indian Residential Schools Settlement Agreement
Common eXPErience PAYMENTS ........c.cerrerererrrrrriereieieieeeeerererenns 18,436,785 233,952 3,303,470 15,367,267
Indigenous Services
Department of Indigenous Services
Indian band funds
Capital accounts, Table 6.31 400,301,654 42,592,100 60,826,554 382,067,200
Revenue accounts, Table 6.32 179,299,566 85,053,956 102,448,694 161,904,828
579,601,220 127,646,056 163,275,248 543,972,028
Indian estate accounts 29,109,170 8,495,211 6,520,404 31,083,977
Indian savings accounts 25,537,469 1,425,985 3,837,180 23,126,274
634,247,859 137,567,252 173,632,832 598,182,279
Innovation, Science and Economic Development
Department of Industry
Restitutions under the Competition ACt ..........ccccoverirnirennciiineens 4,353 181 - 4,534
National Defence
Department of National Defence
EStateS—ArmMEd SEIVICES. ......cviveueiririeirieieieieieesie e 980,064 1,591,941 1,316,210 1,255,795
Public Safety and Emergency Preparedness
Canadian Security Intelligence Service
SChOIASEIC AWAITS ......ccveeeveeriecee ettt 26,590 397 500 26,487
Correctional Service of Canada
INMates TrUSt FUND ..o 17,732,441 38,433,142 38,665,384 17,500,199
Royal Canadian Mounted Police
Benefit Trust Fund 2,394,668 274,250 198,763 2,470,155
20,153,699 38,707,789 38,864,647 19,996,841
Veterans Affairs
Department of Veterans Affairs
Administered accounts 238,309 55,425 37,734 256,000
Veterans Administration and Welfare Trust Fund 1,039,265 26,203 52,838 1,012,630
1,277,574 81,628 90,572 1,268,630
Total—Trust accounts . 675,100,334 178,182,743 217,207,731 636,075,346
Total—Deposit and trust accounts 1,355,356,410 749,998,345 770,729,293 1,334,625,462

This account has been transferred from the Department of Indian Affairs and Northern Development.
2 This account has been transferred from the National Energy Board.

Contractor security deposits—Certified cheques—Department of Agriculture and Agri-Food

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Canadian Dairy Commission Account

The Canadian Dairy Commission is a Crown corporation listed in Part | of Schedule 111 of the Financial Administration Act. This account
was established for banking purposes using the Consolidated Revenue Fund pursuant to section 15 of the Canadian Dairy Commission Act.

Field British Columbia and Yukon Operations of the Northern Canada Power Commission

This account was established to record amounts deposited by the Northern Canada Power Commission to reimburse liabilities pertaining
to Field, British Columbia and Yukon Operations of the Northern Canada Power Commission.

Guarantee deposits—Department of Crown-Indigenous Relations and Northern Affairs

This account was established to record cash and securities deposited as guarantees for performance as required by permits, leases,
authorizations and water licences, pursuant to section 8 of the Arctic Waters Pollution Prevention Act, the Nunavut Waters and Nunavut
Surface Rights Tribunal Act as well as various regulations under the Territorial Lands Act and the Mackenzie Valley Resource
Management Act. Interest is not allowed on cash deposits.
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Contractor security deposits—Cash and cheques—Department of the Environment
This account was established for the management of deposits of money belonging to third parties.
Contractor security deposits—Cash—Parks Canada Agency

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Canada Labour Code—Other

This account was established to record amounts received under the provisions of section 251 of the Canada Labour Code Part IlI.
The receipts are payment of wages or other amounts prescribed under the Code that a Labour inspector determined to be owed following
a complaint or an inspection. Employers can pay the amount owed to the Minister of Labour instead of paying them directly to the
employee. These amounts are then paid out to the employees.

Canada Labour Code—Wage recovery request for review or appeal

This account was established to record amounts following the issuance of a payment order under section 251.1 of the Canada Labour
Code Part I1l. This account contains amounts that were remitted by an employer or a director who request a review or an appeal of a
payment order issued by a Labour Program inspector regarding wages or amounts that are owed to employees. This account also includes,
in the case of an employer, the administrative fees specified in the payment order. One of the conditions to allow for a review or an appeal
is that the employer or director must pay the amounts indicated in the payment order, and in the case of an employer, the administrative
fees specified, or the amount indicated in the Minister’s review decision, to the Minister of Labour for deposit. This amount is held until
the revision or the appeal is completed after which it will be remitted to the employee, the employer, the director or both where applicable,
less any administrative fees as they are a debt due to Her Majesty in right of Canada. However, if the review or appeal is overturned in
favour of the employer, the administrative fees are refunded to the employer. The deposits in this account, with the exception of the
administrative fees, are interest-bearing at the rate set by the Minister of Finance for contractors’ deposits.

Holdback—Privatization—Canada Development Investment Corporation

This account was established pursuant to subsection 129(1) of the Financial Administration Act. This special purpose money is to be used
to meet costs incurred on the sale of Crown corporations and demand for payment by purchasers pursuant to the acquisition agreement
and costs incurred by the Canada Development Investment Corporation in connection with their sale.

Abandonment Reserve Fund—Canada Hibernia Holding Corporation

This account was established to record funds which will be used to defray the future abandonment costs that will occur at the closure of
the Hibernia field.

Swap collateral guarantee deposits

This account was established to record cash received as credit support under a collateral agreement with financial institutions.
An amount of $107.4 million US is held in this account at year-end.

Contractor security deposits—Cash—Department of Fisheries and Oceans

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Guarantee deposits—Fish habitat preservation

This account was established to record cash and securities deposited as guarantees for preservation of fish habitat as required by permits,
leases or authorizations, pursuant to Section 35 of the Fisheries Act. Interest is not allowed on cash deposits.

Contractor security deposits—Cash—Canadian Food Inspection Agency

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Guarantee deposits—Department of Indigenous Services

This account was established to record cash and securities deposited as guarantees for performance as required by permits, leases,
authorizations and water licences, pursuant to Indian Act and its regulation: Indian Mining Regulations, Indian Timber Regulations, Indian
Timber Harvesting Regulations and Indian Reserve Waste Disposal Regulations.

Interest is not allowed on cash deposits. Contracts entered into under the Indian Act that involves Indian moneys are exempt from the
Government Contracts Regulations, Section 3(1)(c).
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Deposits from spectrum auctions
This account was established to record amounts deposited by external parties to be eligible to participate in an auction of spectrum licences.
Security for costs—Courts Administration Service

This account was established to maintain accounts on behalf of litigants before the Tax Court of Canada. These accounts record the funds
paid into the Tax Court of Canada, pursuant to an order of the Court, rules of the Court or statutes, to be held pending payment of such
funds, in accordance with an order/judgment of the Court.

Security for costs—Registrar of the Supreme Court of Canada

This account was established to record security to the value of $500 deposited by an appellant with the Registrar of the Supreme Court of
Canada in accordance with paragraph 60(1)(b) of the Supreme Court Act. As per section 87 of the Rules of the Supreme Court of Canada,
interest is paid on money deposited as security.

Contractor security deposits—Cash—Department of National Defence

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Guarantee deposits—Canada Revenue Agency

This account was established to record cash securities required to guarantee payment of goods and services tax/harmonized sales tax
(GST/HST) as it relates to non-resident registrants and, certain licensees as it relates to excise taxes, which are both payable pursuant to
the Excise Tax Act.

Securities held in trust by the Canada Revenue Agency are made up of cash deposited to the Consolidated Revenue Fund.
Contractor security deposits—Cash—Department of Natural Resources

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Guarantee deposits—Oil and gas—Department of Natural Resources

This account was established to record securities in the form of cash, which are required to be issued to, and held by the Government of
Canada pursuant to an Exploration Licence in accordance with section 24 of the Canada Petroleum Resources Act. These securities are a
performance guarantee that the agreed exploration will be performed in the manner and time frame specified. Interest is not paid on these
deposits.

Guarantee deposits—Canadian Energy Regulator

Under Bill 46 of the Pipeline Safety Act, the Canadian Energy Regulator requested to set up a specified purpose account to maintain funds
or security that it considered necessary for pipeline abandonment costs and expenses.

Candidates’ and committees’ deposits—Election and referendum

This account was established to record candidates’ election and committees’ referendum deposits received in respect of an election or a
referendum that took place prior to October 25, 2017.

Pursuant to the Canada Elections Act or the Referendum Act, amounts received were either refunded to candidates or committees, or were
transferred to non-tax revenues. This provision has since been repealed from the Canada Elections Act.

Contractor security deposits—Cash—Office of the Chief Electoral Officer

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

General security deposits

This account was established to record general security deposits from transportation companies in accordance with section 148 of the
Immigration and Refugee Protection Act.

Guarantee deposits—Canada Border Services Agency

This account was established to record cash required to guarantee payment of customs duties on imported goods pursuant to the Customs Act.
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Immigration Guarantee Fund

This account was established to record amounts collected and held pending a final disposition, either by refund to the original depositor,
or forfeiture to the Crown pursuant to sections 14, 26, 44, 56, 58 and 148 of the Immigration and Refugee Protection Act.

Temporary deposits received from importers

This account was established to record temporary security deposits received from importers to ensure compliance with various (Customs)
regulations regarding temporary entry of goods.

Contractor security deposits—Cash—Royal Canadian Mounted Police

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Contractor security deposits—Cash—Department of Public Works and Government Services

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Deposits on disposals

This account was established to report transactions associated to deposits on disposals for the Department of Public Works and
Government Services (PWGSC), security deposits and revenues of leased space belonging to PWGSC.

Seized property—Cash

This account was established pursuant to the Seized Property Management Act, to record seized cash. These funds will be deposited to
the Consolidated Revenue Fund and credited to the account until returned to the owner or forfeited.

Contractor security deposits—Bonds—Department of Transport

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Contractor security deposits—Cash—Department of Transport

This account was established to record contractor security deposits that are required for the satisfactory performance of work in accordance
with Government Contracts Regulations.

Indian Residential Schools Settlement Agreement—Common experience payments

This account was established pursuant to section 21 of the Financial Administration Act, to record amounts received and paid under
article 5 of the Indian Residential Schools Settlement Agreement. It was established on September 19, 2007, and provides for the payment
of Common Experience Payments (CEP) to eligible former students of recognized Indian Residential Schools and personal credits for
educational programs and services to CEP recipients or to certain family members. The account is credited with interest pursuant to
section 21(2) of the Financial Administration Act. The Designated Amount Fund is co-administered by the Trustee, the Government of
Canada, represented jointly by the Minister of Employment, Workforce Development and Disability Inclusion and the Minister of Crown-
Indigenous Relations and Northern Affairs.
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Indian band funds

This account was established to record funds belonging to Indian bands throughout Canada pursuant to sections 61 to 69 of the Indian Act.

Table 6.31
Indian band funds—Capital accounts
(in dollars)
2020 2019
OPENING DAIANCE .....ceee ettt b bbbt b b bt £ b bbbttt b et bbb bbbt en b 400,301,654 414,383,748
Receipts and other credits
Claim settlements ... - 498,500
Gas royalties 18,317,828 23,737,635
Oil royalties. 19,331,135 18,287,897
Sundries 4,943,137 3,825,018
42,592,100 46,349,050
442,893,754 460,732,798
Payments and other charges
Per capita cash distribution 4,388,051 3,673,139
Transfer pursuant to section 64 of the Indian Act 51,238,926 56,758,005
Sundries 5,199,577 -
60,826,554 60,431,144
Closing balance 382,067,200 400,301,654
Table 6.32
Indian band funds—Revenue accounts
(in dollars)
2020 2019
OPENING DAIANCE ...ttt bbbt h bbb b b h £tk h b bt b st e bt et b e r s 179,299,566 176,982,079
Receipts and other credits
GOVEITIMENT INMEEIESE ...ttt ettt bbb b e b st e b stk h e b e bttt h et e b bttt e bt n e 9,268,911 13,906,031
Land and other claim settlements 5,299,461 50,000
Sundries 70,485,584 68,353,552
85,053,956 82,309,583
264,353,522 259,291,662
Payments and other charges
Transfer pursuant to section 69 of the Indian Act 89,722,587 71,032,208
Sundries 12,726,107 8,959,888
102,448,694 79,992,096
ClOSING DAIANCE ...ttt 161,904,828 179,299,566

Indian estate accounts

These accounts were established to record funds received and disbursed for estates of deceased Indians and, dependent adult Indians
pursuant to sections 42 to 51 of the Indian Act and for absent or missing heirs pursuant to the Indian Estates Regulations.

Indian savings accounts

These accounts were established to record funds received and disbursed for individual Indians pursuant to sections 52 to 52.5 of the
Indian Act.

Restitutions under the Competition Act

This account was established to facilitate judgements rendered under section 52 of the Competition Act, and account for funds received in
trust for restitution and for subsequent payment.

Estates—Armed services

This account was established to record payments made to settle the service estates of officers and non-commissioned members who die
during their service in the Canadian Armed Forces in accordance with section 42 of the National Defence Act. Under the administration
of the Judge Advocate General, in her capacity as Director of Estates, the net assets of a deceased member’s service estates are distributed
to the legal representative of the member’s estate.
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Scholastic awards

This account was established to record donations of $26,000 to be used for the presentation of scholarship awards to children of
employees of the Canadian Security Intelligence Service to encourage university studies.

Inmate Trust Fund

Pursuant to section 111 of the Corrections and Conditional Release Regulations, this account is credited with all moneys brought into the
institution by an inmate on admission or readmission, and all moneys that are received on the inmate’s behalf while in custody, including,
monetary gifts from a third party, payments for program participation, pay earned while on work release or conditional release in the
community, moneys received from a third party for work performed in an institution or a Correctional Service of Canada approved inmate
operated business enterprise, sale of hobby craft or custom work, a payment, allowance or income paid by either a private or government
source. Deductions may be made from this account for issues such as debts to the Crown, the Inmate Welfare Fund, canteen expenditures,
telephone calls, payments to assist in the rehabilitation of the inmate, and any other payments for which the inmate is liable.

Benefit Trust Fund

This account was established by section 23 of the Royal Canadian Mounted Police Act, to record funds received by personnel of the Royal
Canadian Mounted Police (RCMP), in connection with the performance of duties, over and above their pay and allowances, including
forfeitures of pay. The money paid to the Benefit Trust Fund is used for the benefit of RCMP members, former members and their
dependants; use of the funds is governed by the Royal Canadian Mounted Police Regulations, 2014.

Administered accounts

Pursuant to section 41 of the Pension Act, section 15 of the War Veterans Allowance Act, section 55 of the Veterans Treatment Regulations
and section 8 of the Guardianship of Veterans Property Regulations, these accounts are under the jurisdiction of the Department of
Veterans Affairs. Funds held in these accounts include: (a) pensions, war veterans allowances and treatment allowances placed under the
administration of the Department of Veterans Affairs; and (b) benefits from other sources such as Old Age Security, Guaranteed Income
Supplement or Canada Pension Plan, placed under administration with the consent of the client. These persons have demonstrated their
inability to manage their own affairs.

Payments are made out of the accounts to provide food, shelter, clothing, comforts and other necessities.
Veterans Administration and Welfare Trust Fund

This account was established to record donations, legacies, gifts, bequests, etc., received, to be disbursed for the benefit of veterans or
their dependants under certain conditions, and for the benefit of patients in institutions, in accordance with section 9 of the Guardianship
of Veterans’ Property Regulations.
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Other specified purpose accounts

There are a number of other specified purpose accounts operated by the government, such as insurance, death benefit and pension accounts.
Certain accounts earn interest which is charged to interest on the public debt.

Table 6.33
Other specified purpose accounts
(in dollars)
Receipts and Payments and
April 1, 2019 other credits other charges March 31, 2020
Insurance and death benefit accounts
Families, Children and Social Development
Department of Employment and Social Development
Civil Service Insurance FUNd ...........ccooooviicniiininis 1,319,933 56 217,918 1,102,071
National Defence
Department of National Defence
Regular Force Death Benefit Account, Table 6.34 179,510,719 28,097,867 35,385,687 172,222,899
Treasury Board
Treasury Board Secretariat
Public Service Death Benefit Account, Table 6.35..............ccccccuue. 3,799,864,724 272,539,992 192,235,800 3,880,168,916
Veterans Affairs
Department of Veterans Affairs
Returned Soldiers’ Insurance Fund... 4,459 1,780 511 5,728
Veterans’ Insurance Fund 965,986 2,572 114,497 854,061
970,445 4,352 115,008 859,789
Total—Insurance and death benefit aCCOUNES .........cccvevevvieiriieiiieeecin 3,981,665,821 300,642,267 227,954,413 4,054,353,675
Pension accounts
Global Affairs
Department of Foreign Affairs, Trade and Development
Contributory Pension Account—Locally engaged staff.................... 80,566 - - 80,566
Public Safety and Emergency Preparedness
Royal Canadian Mounted Police
Royal Canadian Mounted Police (Dependants) Pension Fund ... 12,862,731 444,736 2,402,341 10,905,126
Total—Pension accounts 12,943,297 444,736 2,402,341 10,985,692
Other accounts
Agriculture and Agri-Food
Department of Agriculture and Agri-Food
Agrilnvest Program 8,272,922 228,959,240 233,257,707 3,974,455
AgriStability Program . 50,643,517 26,901,725 25,158,678 52,386,564
Collaborative Institution - 734,200 78,000 656,200
Federal/provincial collaborative agreement—Dam transfer.... 488,665 1,086,278 1,574,943 -
Foreign missions to advance Canadian agriculture - 131,456 131,456 -
In-Market Partnership Fund - 3,100 3,100 -
59,405,104 257,815,999 260,203,884 57,017,219
Canadian Heritage
Department of Canadian Heritage
Miscellaneous projects deposits 277,062 629,021 382,526 523,557
Shared-cost/joint project agreements... 22,193 901,069 169,315 753,947
Library and Archives of Canada
Special Operating ACCOUNT........c.cviuiuiiiiiiiiricieieieieieieieie e 146,739 22,000 168,739 -
Telefilm Canada
AdVANCE ACCOUNE......oiiiiiiii i 56,587,467 30,517,116 30,130,372 56,974,211
57,033,461 32,069,206 30,850,952 58,251,715
Environment and Climate Change
Parks Canada Agency
Miscellaneous projects depPoSItS ... 6,278,269 6,072,280 6,562,726 5,787,823
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Table 6.33
Other specified purpose accounts—continued

(in dollars)

Families, Children and Social Development
Department of Employment and Social Development

Federal/provincial collaborative agreement............ccccoevverirnenninnns

Federal/provincial shared-Cost Project............ccoueeeeneicieeeennnns
Federal/provincial/territorial shared-cost project

Interprovincial Computerized Examination
Management System
Labour Standards Suspense Account ....

Finance
Department of Finance
Common school funds—Ontario and QUEDEC ............ccorveveiriiierennnn
Foreign Claims Fund
Hibernia Dividend Backed Annuity Agreement
War Claims Fund—World War ...

Fisheries, Oceans and the Canadian Coast Guard
Department of Fisheries and Oceans
Federal/provincial cost-sharing agreements ...........c.ccoeevervrneeninnns
Miscellaneous projects deposits ..
Sales of seized assets

Global Affairs
Department of Foreign Affairs, Trade and Development
Canada Foundation ACCOUNE ...........ccovrurieirireirinieesee s
Less:
Deposits in a special bank account....
Securities held in trust

Financial assistance to Canadians abroad...............c.ccccoeeiviiiciinnn.
Funds from non-governmental organizations
Shared-cost projects

Shared-cost projects—Support to various programs.............c.cce....

Health

Department of Health
Collaborative research Projects ..........ocooeeerrerirererinnerieseseseeens
Miscellaneous federal/provincial projects ....
World Health Organization

Canadian Food Inspection Agency
Shared-CoSt agreEMENTS. ........veveueririeiierieerieee et

Public Health Agency of Canada
Collaborative research projects
Miscellaneous federal/provincial projects ....

Immigration, Refugees and Citizenship
Department of Citizenship and Immigration
Immigrant INVEStOr Program ...........coouvoiiiiiininininiiieeeeeenes

Indigenous Services
Department of Indigenous Services
Fines—Indian Act
Indian band funds—Shares and certificates..
Less: securities held in trust

Indian Moneys Suspense Account..
Indian special accounts
Miscellaneous federal/provincial projects ....

Less: securities held in trust

Treaty Land Entitlement (Saskatchewan) Fund............c.ccccccevneuennne.
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Receipts and

Payments and

April 1, 2019 other credits other charges March 31, 2020
4,942,326 69,921,446 71,833,643 3,030,129
365,327 69,631 39,460 395,498
2,486,430 774,073 494,592 2,765,911
1,785,419 127,820 5,560 1,907,679
9,579,502 70,892,970 72,373,255 8,099,217
2,677,771 - - 2,677,771
179,020 - - 179,020
- 124,628,959 124,628,959 -
4,236 - - 4,236
2,861,027 124,628,959 124,628,959 2,861,027
5,950,182 34,571,150 14,436,731 26,084,601
21,147,762 5,828,226 11,133,762 15,842,226
1,501,652 928,863 423,483 2,007,032
28,599,596 41,328,239 25,993,976 43,933,859
410,097 - 29,538 380,559
7,140 - 5,131 12,271
402,957 34,669 - 368,288
- 34,669 34,669 -
117,820 537,770 566,796 88,794
3,227,113 6,719,536 9,231,603 715,046
8,778,265 5,697,779 5,565,931 8,910,113
230,505 - - 230,505
12,353,703 12,989,754 15,398,999 9,944,458
3,619,129 686,911 758,787 3,547,253
1,682,101 545,362 305,639 1,921,824
105,908 - - 105,908
1,206,251 967,559 1,301,340 872,470
558,526 399,016 317,136 640,406
972,870 - - 972,870
8,144,785 2,598,848 2,682,902 8,060,731
19,600,000 223,600,000 240,000,000 3,200,000
423,211 1,272 - 424,483
20,000 - - 20,000
20,000 - - 20,000
42,272,387 13,426,272 13,663,067 42,035,592
3,202 - - 3,202
4,849,256 4,750,000 - 9,599,256
4,750,000 - 4,750,000 9,500,000
99,256 4,750,000 4,750,000 99,256
- 772,914 772,914 -
42,798,056 18,950,458 19,185,981 42,562,533



Table 6.33
Other specified purpose accounts—concluded

(in dollars)

Public Accounts of Canada 2019-2020

Innovation, Science and Economic Development
Department of Industry
Income from securities in trust—Bankruptcy and Insolvency Act.....
Petro-Canada Enterprises Inc.—Unclaimed shares
Shared-cost projects
Unclaimed dividends and undistributed assets
Bankruptcy and Insolvency Act
Canada Business Corporations Act
Winding-up and Restructuring Act
Atlantic Canada Opportunities Agency
Federal/Provincial agreement—Advance account ............cocceeeeeueuene
Canadian Space Agency
Solar Wind Magnetosphere lonosphere Link Explorer
Ultra-Violet Imager (SMILE-UVI) ......ccccooviiiiiiiiiiicnens
Statistics Canada
Project dEPOSILS ......vivviiieiiieieieiei e

Justice
Courts Administration Service
SPECIAl ACCOUNL ...ttt

National Defence
Department of National Defence

Joint research and development projects

Non-government agencies

National Revenue
Canada Revenue Agency
Deposits/Disbursements—Workers” Compensation Board...............

Natural Resources
Department of Natural Resources

Market development incentive payments—Alberta.............ccccoeeeene

Newfoundland and Labrador Offshore Petroleum Revenue Account

Nova Scotia Offshore Revenue Account .

Shared-cost agreements—Research..

Shared-cost projects

Office of the Governor General’s Secretary
Cost-sharing collaborate agreement ............cceerririiieeieeeeeceieens

Privy Council
Privy Council Office
Shared-cost projects—Media travel expenses....

Public Safety and Emergency Preparedness
Royal Canadian Mounted Police
Joint research and development Projects............cccovvvrrnnnnisinnns

Public Services and Procurement
Department of Public Works and Government Services
Military purchases excess funds deposit

Less: securities held in trust....

Transport
Department of Transport
Shared-cost agreements—Security Projects..........coueeeererererereninens

Less: consolidation adjustment? ...
Total—Other accounts

Total—Other specified PUrPOSE ACCOUNIS.........cuevivviiiiiieieirieieieieieeieieieieieieeeee

Receipts and Payments and

April 1, 2019 other credits other charges March 31, 2020
52,031 - - 52,031
686,867 - - 686,867
1,847,228 729,920 486,119 2,091,029
32,851,625 1,501,422 849,496 33,503,551
9,502,257 425,552 311,100 9,616,709
5,018,318 - - 5,018,318
1,004,627 3,344,571 3,085,455 1,263,743

- 4,973,000 4,557,458 415,542

618,715 143,215,719 143,219,997 614,437
51,581,668 154,190,184 152,509,625 53,262,227
6,781,027 1,093,932 2,444,272 5,430,687
2,377,465 447,215 671,976 2,152,704
2,372,240 1,573,040 1,441,828 2,503,452
4,749,705 2,020,255 2,113,804 4,656,156
3,023,873 300,661,305 303,604,266 80,912
557,825 - 350,574 207,251

- 345,728,449 345,728,449 -

- 4,339,115 4,339,115 -

5,802,334 3,633,727 3,481,994 5,954,067
1,453,685 659,093 1,735,909 376,869
7,813,844 354,360,384 355,636,041 6,538,187

- 28,500 27,523 977

791,260 215,099 15,491 990,868
1,001,041 301,413 - 1,302,454
111,251,263 29,556,203 - 140,807,466
111,251,263 - 29,556,203 140,807,466
- 29,556,203 29,556,203 -

2,659,095 - 408,037 2,251,058
325,055,016 1,633,373,988 1,644,196,896 314,232,108
56,587,467 30,517,116 30,130,372 56,974,211
268,467,549 1,602,856,872 1,614,066,524 257,257,897
4,263,076,667 1,903,943,875 1,844,423,278 4,322,597,264

1 Additional information on consolidated Crown corporations and other entities is provided in Section 4 of this volume.
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Civil Service Insurance Fund

This account was established by the Civil Service Insurance Act, introduced to enable the Minister of Finance to contract with a person
appointed to a permanent position in any branch of the Public Service, for the payment of certain death benefits. No new contracts have
been entered into since 1954, when the Supplementary Death Benefit Plan for the Public Service and Canadian Forces was introduced as
part of the Public Service Superannuation Act and the Canadian Forces Superannuation Act, respectively.

The number of policies in force as at March 31, 2020, was 96 and the average age of the policyholders was 94.0 years. During the year,
premiums of $56 were received. Death benefits, settlement annuities and premium refunds of $104,137 were paid during 2020.

According to the actuarial valuation and with the prescribed actuarial assumptions, the liabilities in respect of the benefits provided under
the Act are estimated at $1,102,071 as at March 31, 2020. The surplus as at March 31, 2020, is $113,781. Pursuant to subsection 16(4) of
the Civil Service Insurance Regulations, an amount of $113,781 has therefore been debited from the account in 2020.

Regular Force Death Benefit Account

This account was established by the Canadian Forces Superannuation Act to provide life insurance to contributing members and former
members of the Canadian Forces.

Receipts and other credits consist of: (a) contributions by participants; (b) government’s contribution paid in respect of participants;
(c) single premiums payable by the government in respect of participants who became entitled to a basic benefit of $5,000 without
contribution; and (d) interest.

Payments and other charges consist of: (a) benefits paid in respect of participants; (b) benefits paid in respect of elective participants; and
(c) the portion of benefits payable for which the government has paid a single premium.

Table 6.34
Regular Force Death Benefit Account
(in dollars)
2020 2019
OPENING DAIANCE ...tttk bbb h £ btk h b e £t b et b bbbt b bttt e b s 179,510,719 185,203,386
Receipts and other credits
EMPIOYEE CONIIIDULIONS ... ..ottt 19,094,611 19,030,607
Employer contributions
Government
GBNETALL ..ttt bbbt b bR E e E oAb R £ bbb R £ bbb h et b et n s 2,346,881 1,969,319
Interest 6,656,375 6,976,670
Total receipts N OTNET CrEAIES .........eviveiiiieeteiee ettt bbbttt r s 28,097,867 27,976,596
SUDTOTAL ...ttt bt b R bR bR h £ R R E bR e bR b bR e bRt b bt n bt 207,608,586 213,179,982
Payments and other charges
Benefit payments
Benefits paid in respect of participants who, at the time of death, were members
of the Regular Force, or who were elective Regular Force partiCipants ... 35,385,687 33,669,263
Closing balance 172,222,899 179,510,719
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Public Service Death Benefit Account

This account was established under the Public Service Superannuation Act to provide life insurance to contributing members of the Public
Service.

The account is credited with: (a) contributions by employees; (b) contributions by the government and Public Service corporations;
and (c) interest. Payments and other charges represent: (a) benefits paid in respect of participants who, at the time of death, were employed
in the Public Service, or were in receipt of an annuity under Part | of the Public Service Superannuation Act; and (b) benefits of $10,000
paid in respect of participants who, at the time of death, were employed in the Public Service, or were in receipt of an annuity under
Part | of the Public Service Superannuation Act, and on whose behalf, a single premium for $10,000 death benefit coverage for life has
been made.

Table 6.35
Public Service Death Benefit Account

(in dollars)

2020 2019
OPENING DAIANCE ...tttk bbb Rt h etk h b b et b et b bbbt b e b et bbb st 3,799,864,724 3,714,705,845
Receipts and other credits
Employee contributions
Active members
Public Service employees 80,877,905 76,189,811
Public Service corporations... 6,136,047 5,959,531
RELITEA BMPIOYEES ...tttk b h b bt b b bbb st e b et b st b et e et enan 27,473,405 26,950,643
Employer contributions
Public Service corporations 1,615,620 1,569,400
Death benefit—general............ . 12,482,150 12,016,107
Death benefit—single premium for $10,000 3,193,021 3,131,353
Interest 140,761,844 144,845,552
Total receipts and other credits 272,539,992 270,662,397
SUBTOTAL ...t 4,072,404,716 3,985,368,242
Payments and other charges
Benefit payments
L= 1T L OO OO UUTRPTTSRP 149,747,301 143,784,511
Life coverage for $10,000 42,450,000 41,310,237
Other death benefit payments... 38,499 408,770
Total payments aNd OTNET CRAIGES..........c.tiruitiiiieieieeet ettt bbbttt en et 192,235,800 185,503,518
ClOSING DAIANCE.........c.ee bbb s btk bbb bbbt b et b et e b et n s 3,880,168,916 3,799,864,724
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Returned Soldiers’ Insurance Fund

This fund was established by the Returned Soldiers’ Insurance Act to provide life insurance to contributing veterans of World War 1. The
account is credited with premiums and is charged with disbursements for death benefits and cash surrender values. The account is
actuarially maintained and an actuarial liability adjustment as at March 31, 2019, of $1,780 was credited to the account during the year
and was charged to expenditures. The final date on which application for this insurance could have been received was August 31, 1933.

Veterans’ Insurance Fund

This fund was established by the Veterans Insurance Act to provide life insurance to contributing veterans of World War 1l. The account
is credited with premiums and is charged with disbursements for death benefits and cash surrender values. The account is actuarially
maintained and an actuarial liability adjustment as at March 31, 2019, of $2,572 was credited to the account during the year and was
charged to expenditures. The final date on which application for this insurance could have been received was October 31, 1968.

Contributory Pension Account—Locally engaged staff

This account was established to record benefits paid to locally engaged staff hired prior to March 1, 2009, at the Canadian High
Commission in Guyana upon termination of their employment. The specified purpose account was established following the liquidation
of CLICO Life and General Insurance Company (South America) Limited.

Royal Canadian Mounted Police (Dependants) Pension Fund

This fund, which pertains to Part IV of the Royal Canadian Mounted Police Pension Continuation Act, provides pension benefits to
certain widows and other dependants of Constables of the Royal Canadian Mounted Police, who purchased pension benefits between
October 1, 1934, and March 1, 1949. There are no longer any active members amongst the contributors.

Agrilnvest Program
The Agrilnvest Program is a savings account designed to help producers cover small margin declines.

The Agrilnvest Program is cost-shared with provinces and territories on a 60/40 basis. The provinces and territories are invoiced for their
share of the contributions, which are held in the specified purpose accounts until they are applied and transferred to the producer accounts.
The funds in the producer’s specified purpose accounts are then drawn down as the funds are transferred to a financial institution of the
producer’s choice.

AgriStability Program

The AgriStability Program is designed to cover larger margin declines caused by circumstances such as low prices, production losses, and
rising input costs.

The AgriStability Program is cost-shared with provinces and territories on a 60/40 basis. Producers are charged a fee in order to participate
in the program, which covers a portion of the program expenditure. The provinces and territories as well as producers are invoiced for
their share of the contributions, which are held in the specified purpose accounts. These funds are drawn down as applications are processed
and henefits are paid out.

Collaborative Institution

The Department of Agriculture and Agri-Food often relies on collaborative work with external parties to achieve its strategic Science and
Technology objectives and to maximize its impact on the agricultural continuum.Funding organizations provide financial support towards
agricultural initiatives by funding approved projects led by the department science teams. Third-party support and expertise are relied on
to deliver portions of a work plan as presented in the department of led research proposals to funding entities.This account is used to
transfer industry funds to third parties pursuant to Investment Agreements and Collaborative Institution Agreements.

Federal/Provincial collaborative agreement—Dam transfer

This account was established to record the funding from the Water Security Agency/Province of Saskatchewan related to the Federal Dam
Transfer Agreement. The Department of Agriculture and Agri-Food will use the funds to procure goods and services as prescribed in the
Operating and Maintenance Agreement.

Foreign missions to advance Canadian agriculture

This account records deposits made by Canadian agri-food industry organizations towards the costs of hosting incoming government-to-
government foreign missions that advance Canadian agri-food commercial interests, or for costs related to outgoing foreign missions in
support of incremental agri-food market development activities, for which there is a collaborative agreement with the federal government.
The costs incurred by the federal government to undertake these missions are charged to this account and any unspent deposits are returned
to the relevant Canadian agri-food industry organizations at the completion of each mission.
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In-Market Partnership Fund

The In-Market Partnership Fund allows for the leverage of resources from Canadian agriculture and agri-food industry associations,
individual companies and participating provinces to deliver agri-food market development activities in Department of Agriculture and
Agri-Food’s priority international markets. This account records deposits made by agri-food industry associations, individual companies
and participating provinces for which there is a collaborative agreement with the federal government. The costs incurred by the federal
government to undertake these market development activities are charged to this account and unspent deposits are returned to the relevant
partners at the completion of each market development activity.

Miscellaneous projects deposits—Department of Canadian Heritage
This account was established to record contributions received from organizations and individuals for various projects.
Shared-cost/joint project agreements—Department of Canadian Heritage

This account was established to record moneys received from other governments and organizations in order to cover expenditures incurred
under various shared-cost/joint project agreements.

Special Operating Account

This account was established pursuant to section 18 of the Library and Archives of Canada Act, which also directed that: (a) the account
be credited with funds received for the purpose of the Library and Archives of Canada by way of donation, bequest or otherwise; and (b)
any amounts required for the purpose of the Act may be paid out of the account or out of money appropriated by Parliament for such
purposes.

Advance Account—Telefilm Canada

This account was established pursuant to section 19 of the Telefilm Canada Act to reserve for use in future years the revenues and
recoveries generated from projects funded by Telefilm Canada.

Miscellaneous projects deposits—Parks Canada Agency
This account was established to record contributions received from organizations and individuals for various projects.
Federal/provincial collaborative agreement

This account was established to record amounts received by the Department of Employment and Social Development from a province as
funding under the provisions of a collaborative agreement with the province.

Federal/provincial shared-cost project—Department of Employment and Social Development

This account was established to record the deposit of advance payments made by provinces towards the costs of projects and programs
for which there is a cost-sharing agreement with the federal government. Disbursements are made to pay the provinces’ share of costs as
per official agreements or to refund unused amounts.

Federal/provincial/territorial shared-cost project—Interprovincial Computerized Examination Management
System

This account was established to record advance payments received from provinces and territories to pay for the development and annual
operating costs of the Interprovincial Computerized Examination Management System (ICEMS). Advance payments are made pursuant
to the Agreement on the Joint Project for the ongoing operations of the ICEMS. The costs incurred are charged to the account and any
unexpended funds will be allocated according to the common will of the Parties and shall be in accordance with applicable legislation.

Labour Standards Suspense Account

This account was established under the authority of section 23 of the Canada Labour Standards Regulations to record wages received by
the Minister of Labour from employers who cannot locate employees. Efforts are then made to locate employees. Wages are paid out
when employees are located or when employees contact the department for payment.

Common school funds—Ontario and Quebec

This account was established under 12 Victoria 1849, Chapter 200, to record the proceeds from the sale of lands set apart for the support
and maintenance of common schools in Upper and Lower Canada, now Ontario and Quebec. Interest of $133,889, apportioned on the
basis of population, is paid directly to these provinces on a semi-annual basis, at the rate of 5% per annum, and is charged to interest on
the public debt.

Section 6—Interest-bearing debt | 209



Public Accounts of Canada 2019-2020

Foreign Claims Fund

This account was established by Vote 22a, Appropriation Act No. 9, 1966, to record: (a) such part of the money received from the
Custodian of Enemy Property, proceeds of the sale of property and the earnings of property, and (b) all amounts received from
governments of other countries pursuant to agreements entered into after April 1, 1966, relating to the settlement of Canadian claims,
and also records payment of claims submitted, including payment of the expenses incurred in investigating and reporting on such claims.

Hibernia Dividend Backed Annuity Agreement

The government and the Province of Newfoundland and Labrador entered into the Hibernia Dividend Backed Annuity (HDBA)
Agreement, which became effective April 1, 2019. Under the HDBA Agreement, both parties are obligated to make certain payments to
one another through 2056.

Government of Canada’s obligation

The Government of Canada is obligated under the HDBA Agreement to make scheduled annual payments of varying amounts between
2019 and 2056 to Newfoundland and Labrador totaling $3.3 billion. This total includes the provincial income and capital taxes payable in
respect of those years (provincial taxes) by Canada Hibernia Holding Corporation (CHHC) to Newfoundland and Labrador. CHHC is a
single-purpose entity that holds, manages, administers and operates Canada’s working interest in the Hibernia Project. The Hibernia
Project comprises the original Hibernia Development Project area, where CHHC has an 8.5% working interest, and the Hibernia Southern
Extension Unit, where as of December 31, 2019, CHHC has a 5.6% working interest. Canada indirectly owns all of the issued and
outstanding shares of CHHC through the Canada Development Investment Corporation, a wholly owned federal Crown corporation.

The Government of Canada’s obligation under the HDBA Agreement is to pay Newfoundland and Labrador each year the stated annual
payment less the provincial taxes payable by CHHC in respect of that year (annuity payment).

Newfoundland and Labrador’s obligation

The Province of Newfoundland and Labrador is obligated under the HDBA Agreement to pay the Government of Canada eight fixed
annual payments of $100 million each, starting in 2045 and ending in 2052.

War Claims Fund—World War 11

This account was established by Vote 696, Appropriation Act No. 4, 1952, to record funds received from the Custodian of Enemy Property
or from other sources, and payments: (a) to eligible claimants for compensation in respect of World War 11; (b) of a supplementary award
amounting to 50% of the original award (PC 1958-1467, October 23, 1958); and (c) of expenses incurred in investigating and reporting
on claims.

A War Claims Commission was established to enquire into and report on claims made by Canadians arising out of World War 11 for which
compensation may be paid from this or any other fund established for the purpose. The expenses of the Commission are chargeable hereto.

Federal/provincial cost-sharing agreements

This account was established to record the deposit of funds received from the provinces for cost-shared programs according to official
signed agreements.

Miscellaneous projects deposits—Department of Fisheries and Oceans
This account was established to record contributions received from organizations and individuals for the advancement of research work.
Sales of seized assets

The account was established to record the proceeds of the sale of seized items by the Department of Fisheries and Oceans from a person
contravening the Fisheries Act. Funds so received are held in the Consolidated Revenue Fund pending final resolution of the case by the
Minister of Fisheries and Oceans or the courts.

Canada Foundation Account

This account was established by VVote 6g, Appropriation Act No. 2, 1967, to record funds received in connection with the Civilian Relief
Agreement of 1950, and the Cultural Agreement of 1954 between Canada and lItaly, and disbursements for the purposes of the said
agreements.

Financial assistance to Canadians abroad

This account was established to record funds received from families or friends as prepayment for financial assistance to distressed
Canadians abroad.
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Funds from non-governmental organizations

This account was established to record funds received as prepayment for services to be performed by the Department of Foreign Affairs,
Trade and Development on behalf of third parties.

Shared-cost projects—Department of Foreign Affairs, Trade and Development

This account was established to record funds received from organizations outside the Government of Canada reporting entity for
shared-cost projects.

Shared-cost projects—Support to various programs

This account was established to record deposits received and payments made in accordance with authorities for shared-cost projects to
support various development programs.

Collaborative research projects—Department of Health
This account was established to record funds received from client groups for cost-shared and joint project research agreements.
Miscellaneous federal/provincial projects—Department of Health

This account was established to record transactions relating to the provinces/territories share of costs incurred under federal/provincial
cost-sharing agreements for joint federal/provincial/territorial projects which address health issues that are national in scope.

World Health Organization
This account was established to record funds received from the World Health Organization for scientific projects.
Shared-cost agreements—Canadian Food Inspection Agency

This account was established to record amounts deposited by external parties for shared-cost research projects. Funds are disbursed on
behalf of depositors as specific projects are undertaken.

Collaborative research projects—Public Health Agency of Canada
This account was established to record funds received from client groups for cost-shared and joint project research agreements.
Miscellaneous federal/provincial projects—Public Health Agency of Canada

This account was established to record transactions relating to the provinces/territories share of costs incurred under federal/provincial
cost-sharing agreements for joint federal/provincial/territorial projects which address health issues that are national in scope.

Immigrant Investor Program

This account was established to record the receipt and disbursement of amounts received under the Immigrant Investor Program in
accordance with section 12(2) of the Immigration and Refugee Protection Act and section repealed 91(d) of the Immigration and Refugee
Protection Regulations. This program allowed qualified immigrants to gain permanent residence in Canada by making an investment in
the Canadian economy.

The Economic Action Plan 2014 Act, No. 1 (Bill C-31) terminated the program and any application in the backlog for which a selection
decision was not made before February 11, 2014. Although the program has been terminated, repayments to investors will end in May
2024.

Fines—Indian Act

Fines collected as defined in section 104 of the Indian Act, are credited to this account for the benefit of the bands or members of the
bands. Expenditures may be made per the direction of the Governor in Council to cover certain costs in the administration or promotion
of the purpose of the relative law. This account is non-interest bearing.

Indian band funds—Shares and certificates

This account was established under the Indian Act, to record the historical value of TransAlta Utilities Corporation shares received as
compensation for a power line right-of-way on the Blood Indian reserve. These shares are held in the name of the Receiver General for
Canada for the credit of the Blood Indian Band.

Indian Moneys Suspense Account

This account was established to hold moneys received for individual Indians and bands that cannot be disbursed to an Indian, or credited
to an Indian Band Fund or Individual Trust Fund account, pending execution of the related lease, permit or licence, settlement of litigation,
registration of the Indian or identification of the recipient.
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Indian special accounts

Indian special accounts represent a number of non-interest bearing accounts which are maintained for specific purpose. These accounts
include Quebec fur account which was established to record funds received from the sales of pelts trapped on reserves in the Abitibi
District in Quebec, to defer charges for tallymen’s wages, freight costs, etc. No activity was reported in the current year.

Miscellaneous federal/provincial projects—Department of Indigenous Services

This account was established to record transactions relating to the provinces and territories share of costs incurred under cost-sharing
agreements for joint federal/provincial/territorial projects which address health issues that are national in scope.

Treaty Land Entitlement (Saskatchewan) Fund

This account was established as per Article 5.08 (a) (ii) of the Saskatchewan Treaty Land Entitlement Framework Agreement to collect
Provincial Mineral Revenues on behalf of the Province of Saskatchewan and remit the same in the manner as described in an agreement
between the two parties.

Income from securities in trust—Bankruptcy and Insolvency Act

This account was established by sections 78, 84, 154 and 194 of the Bankruptcy and Insolvency Act, to record dividends paid on stocks
originally held by a bankrupt stockbroker but subsequently sold to clients. As the stocks were not registered in the clients’ names, the
dividends must be paid to the last registered owner, in this case, the stockbroker. The dividends are forwarded to the Superintendent of
Bankruptcy for safekeeping.

Petro-Canada Enterprises Inc.—Unclaimed shares

This account was established by Section 227 of the Canada Business Corporations Act to record the liability to shareholders who have
not presented their shares for payment.

Shared-cost projects—Department of Industry

This account was established to record funds received from other governments and organizations in order to cover expenditures incurred
under various shared-cost/joint project agreements.

Unclaimed dividends and undistributed assets—Bankruptcy and Insolvency Act

This account represents amounts credited to the Receiver General in accordance with the provisions of section 154 of the Bankruptcy and
Insolvency Act, pending distribution to creditors.

Unclaimed dividends and undistributed assets—Canada Business Corporations Act

This account was established in accordance with sections 227 and 228 of the Canada Business Corporations Act for the purpose of
recording liabilities to creditors and shareholders who have not been located. The account is charged when funds are paid to them.

Unclaimed dividends and undistributed assets—Winding-up and Restructuring Act

This account records amounts credited to the Receiver General, in accordance with sections 138 and 139 of the Winding-up and
Restructuring Act, pending distribution.

Federal/provincial agreement—Advance Account

This account was established to record deposits from non-federal partners for their share of costs under various projects. Funds are
disbursed on behalf of contributors as projects are undertaken. Unused funds are to be returned to contributors.

Solar Wind Magnetosphere lonosphere Link Explorer Ultra-Violet Imager

This account was established to record funds received from The University of Calgary for the financing of the development of the Ultra-
Violet Imager Infrastructure (SMILE-UVI).

Canada/Provinces Service Agreement

This account was established to record funds received from provinces under cost-sharing agreement for the Canada Business Ontario
Service Centre.

Project deposits—Statistics Canada

This account was established to record deposits received from outside parties to secure payments for special statistical services.
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Special Account—Courts Administration Service

This account was established to maintain accounts on behalf of litigants before the Federal Court and Federal Court of Appeal. These
accounts record the funds paid into the Federal Court and Federal Court of Appeal, pursuant to an order of the courts, rules of the courts
or statutes, to be held pending payment of such funds, in accordance with an order/judgment of these courts.

Joint research and development projects—Department of National Defence

This account was established to record funds received from other governments and organizations through collaborative relationships where
the work is shared between the Government of Canada and other laboratories.

Non-government agencies

This account was established to record funds received for expenditures made on behalf of non-government agencies, for which specific
accounts have not been established.

Deposits/Disbursements—Workers’ Compensation Board

This account was established under the authority of the Canada Revenue Agency Act and the Workers’ Compensation Act, to enable the
Canada Revenue Agency (CRA) to record and forward on daily basis, funds received from Nova Scotia employers to the Workers’
Compensation Board of Nova Scotia (Board), as part of a partnership arrangement between the CRA and the Board.

Market development incentive payments—Alberta

This account records funds received from the Government of Alberta to encourage the expansion of natural gas markets in Alberta
and provinces to the East, in accordance with an agreement between the Government of Canada and the Government of Alberta
dated September 1, 1981, and pursuant to section 39 of the Energy Administration Act. The original term of the agreement was from
November 1, 1981, to January 31, 1987. As a result of the Western Accord of March 25, 1985, payments from the Government of Alberta
terminated as of April 30, 1986; however, payments continued to be made from the account for selected programs, which encouraged the
use of natural gas for vehicles.

In 2009-2010, a strategy for the expenditure of these funds was agreed upon. This strategy consists of expending the remaining funds in
support of expanding the use of natural gas in transportation and combined heat and power applications across Canada. It is anticipated
that all remaining funds will be spent by March 31, 2021.

Newfoundland and Labrador Offshore Petroleum Revenue Account

This account was established pursuant to section 214 of the Canada-Newfoundland and Labrador Atlantic Accord Implementation Act
to facilitate the transfer of funds to the Province of Newfoundland and Labrador equal to revenues received from oil and gas activities in
the Canada-Newfoundland and Labrador offshore. Through statutory provisions of the Act, an amount equal to certain offshore revenues
(taxes, royalties and miscellaneous revenues) is credited to this account and subsequent payments to the Province of Newfoundland and
Labrador are charged thereto.

Nova Scotia Offshore Revenue Account

This account was established pursuant to section 219 of the Canada-Nova Scotia Offshore Petroleum Resources Accord Implementation
Act to facilitate the transfer of funds to the Province of Nova Scotia equal to revenues received from oil and gas activities in the Canada-
Nova Scotia offshore. Through statutory provisions of the Act, an amount equal to certain offshore revenues (taxes, royalties and
miscellaneous revenues) is credited to this account and subsequent payments to the Province of Nova Scotia are charged thereto.

Shared-cost agreements—Research—Department of Natural Resources

This account was established to facilitate the retention and disbursement of funds received from private industries and other governments
for joint research projects or shared-cost research agreements.

Shared-cost projects—Department of Natural Resources

This account was established to facilitate the retention and disbursement of funds received from private organizations and other
governments for cost-sharing scientific non-research projects.

Cost-sharing collaborate agreement
This account was established to record amounts deposited by external parties for shared-cost projects.
Shared-cost projects—Media travel expenses

This account records the media’s (non-governmental organizations) reimbursements for travel arrangement services rendered to them.
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Joint research and development projects—Royal Canadian Mounted Police

This account was established to record funds received from foreign national police agencies and other government organizations in order
to share costs incurred under various research project agreements, technical requirements and system improvements.

Military purchases excess funds deposit

This account was established by a written agreement between Canada and the United States, to record temporarily unused funds paid to
the United States government under contracts for purchases of military equipment. The funds are invested by the Federal Reserve Bank
of New York to earn interest for the Government of Canada.

Shared-cost agreements—Security projects

This account was established to record funds received from external parties in order to cover expenditures incurred under shared-cost
security project.
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Supplementary statements
Canada Pension Plan
Management’s responsibility for financial statements

The consolidated financial statements of the Canada Pension Plan are prepared in accordance with the Canada Pension Plan by the
management of Employment and Social Development Canada. Management is responsible for determining that the applicable financial
reporting framework is acceptable and is responsible for the integrity and objectivity of the information in the consolidated financial
statements, including the amounts which must, of necessity, be based on best estimates and judgment. The significant accounting policies
are identified in Note 2 to the consolidated financial statements. The financial information presented throughout the Annual Report is
consistent with the consolidated financial statements.

To fulfill its accounting and reporting responsibilities, management has developed and maintains books of account, financial and
management controls, information systems and management practices. These systems are designed to provide reasonable assurance that
financial information is reliable, that assets are safeguarded and that transactions are properly authorized and recorded in accordance with
the Canada Pension Plan, the Canada Pension Plan Investment Board Act and the Financial Administration Act and their accompanying
regulations.

The Auditor General of Canada, the external auditor of the Canada Pension Plan, conducts an independent audit of the consolidated
financial statements in accordance with Canadian generally accepted auditing standards and provides a report to the Minister of
Employment, Workforce Development and Disability Inclusion.

Graham Flack
Deputy Minister
Employment and Social Development Canada

Mark Perlman, CPA, CMA
Chief Financial Officer
Employment and Social Development Canada

Gatineau, Canada
October 2, 2020
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Canada Pension Plan—continued

Independent Auditor’s Report

To the Minister of Employment, Workforce Development and Disability Inclusion
Opinion

We have audited the consolidated financial statements of the Canada Pension Plan, which comprise the consolidated statement of financial
position as at 31 March 2020, and the consolidated statement of operations, consolidated statement of changes in financial assets available
for benefit payments and consolidated statement of cash flow for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements of the Canada Pension Plan for the year ended 31 March 2020 are
prepared, in all material respects, in accordance with the basis of accounting described in Note 2 to the consolidated financial statements.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Canada Pension Plan in accordance with the ethical requirements that are relevant to our audit of the consolidated
financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter-Basis of Accounting

We draw attention to Note 2 to the consolidated financial statements, which describes the basis of accounting. The consolidated financial
statements are prepared to assist management of the Canada Pension Plan in complying with the financial reporting provisions of the
Canada Pension Plan legislation. As a result, the consolidated financial statements may not be suitable for another purpose. Our opinion
is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation of the consolidated financial statements in accordance with the basis of accounting
described in Note 2 to the consolidated financial statements, and for such internal control as management determines is necessary to enable
the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Canada Pension Plan’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Canada Pension Plan or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Canada Pension Plan’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.
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Canada Pension Plan—continued

Independent Auditor’s Report—concluded

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Canada Pension Plan’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Canada
Pension Plan’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Canada Pension Plan to cease to continue as a going concern.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Canada Pension Plan to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision, and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Original signed by

Mathieu Le Sage, CPA, CGA
Principal

for the Auditor General of Canada

Ottawa, Canada
2 October 2020
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Canada Pension Plan—continued

Consolidated statement of financial position
as at March 31

(in millions of dollars)

Financial assets
(O 1 W (N[0 <) IO SRRSO
Receivables (Note 4)
Investments (Note 6 and Note 18) .
Pending trades receivable (Note 6)

Liabilities
Payables and accrued liabilities (Note 8)
Investment liabilities (Note 6 and Note 18)
Pending trades Payable (NOTE B) ..........cuiiiiiiiiiiiiet ettt

Financial assets available for Denefit PAYMENTS ...........coiiiiiiiii e

Non-financial assets
Premises, equipment and others.....

Assets available for benefit payments

2020 2019
473 251
6,393 5,415
536,313 495,925
7,025 4,692

- 75
550,204 506,358
1,368 1,168
127,075 104,222
6,619 4,401
135,062 109,791
415,142 396,567
495 449
415,637 397,016

Actuarial obligation in respect of benefits (Note 13)
Contractual obligations and commitments (Note 14)
Contingent liabilities (Note 15)

The accompanying notes are an integral part of these consolidated financial statements.

Approved by:

Graham Flack
Deputy Minister
Employment and Social Development Canada

Mark Perlman, CPA, CMA

Chief Financial Officer
Employment and Social Development Canada
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Canada Pension Plan—continued

Consolidated statement of operations
for the year ended March 31

(in millions of dollars)

Budget Actual Actual
2020 2020 2019
(Note 9)
Revenues
CONEIIDULIONS . ...t bbb bbbttt b et b et en et e n s 54,417 56,142 51,184
Net investment income
Realized gains (Note 18) - 23,438 34,203
Unrealized losses (Note 18). - (17,248) (8,265)
Interest income (Note 18) . - 5,312 4,362
Dividend income - 5,598 6,358
Other income (Note 18) - (23) (262)
Investment management fees - (1,808) (1,586)
Borrowing costs (Note 18)... - (1,523) (1,163)
Transaction costs (Note 18) - (390) (429)
18,611 13,356 33,218
73,028 69,498 84,402
Expenses
Pensions and benefits
Retirement 39,142 38,333 36,286
Survivor.. 4,757 4,745 4,586
Disability .... 4,401 4,277 4,263
Disabled contributor's child . 328 316 320
428 408 377
218 217 211
Post-retirement .. - 683 553
Post-retirement disability - 17 -
Net overpayments (Note 4) - (95) (54)
49,274 48,901 46,542
Operating EXPENSES (NOTE 11) .....cuiiriiuiiiieiiesieterisie ettt ettt b bbb 1,824 1,976 1,841
51,098 50,877 48,383
Net increase in assets available for benefit paymeNts ...........ccooveiiiiiiiiiic e 21,930 18,621 36,019
Assets available for benefit payments, beginning of Year ... 397,016 397,016 360,997
Assets available for benefit payments, nd Of YEAr ...........ccccciiiiiiiiiiiiie e 418,946 415,637 397,016

The accompanying notes are an integral part of these consolidated financial statements.

Consolidated statement of changes in financial assets available for benefit payments
for the year ended March 31

(in millions of dollars)

Budget Actual Actual
2020 2020 2019
(Note 9)
Net increase in assets available for benefit payments... 21,930 18,621 36,019
Changes in non-financial assets - (46) (52)
Increase in financial assets available for benefit PaymMents............cccciiiiiiiiiiice 21,930 18,575 35,967
Financial assets available for benefit payments, beginning of year 396,567 396,567 360,600
Financial assets available for benefit payments, end of year 418,497 415,142 396,567

The accompanying notes are an integral part of these consolidated financial statements.
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Canada Pension Plan—continued

Consolidated statement of cash flow
for the year ended March 31

(in millions of dollars)

Operating activities
Cash receipts
Contributions
Interest on investments (Note 18) ... .
Dividends on inVESMENS (NOTE 18) ........cviviviiiiiieiiitiiee e
Cash payments
Pensions and DENETIS...........cciiiiiiiic
Operating expenses
Borrowing costs (Note 18)...
Investment management fees...
Transaction costs (Note 18)
Other investment expenses (Note 18)

Cash flows from OPErating ACTIVITIES...........cuiiiiiiiiiit s

Capital activities
Acquisition of premises and EQUIPIMENT ..........e.iuiuiuiiiiiiiieieieieiei ittt ebes
Cash flows used iN CAPITAL ACTIVITIES .........ccuoviiiiieiiiet ettt et

Financing activities
Proceeds from debt financing liabilities (NOTE B).........ccueuiiririeiiieeirieee e
Repayments of debt financing liabilities (Note 6)...

Cash flows from financing activities

Investing activities
Purchases
Disposals (Note 18)

Cash flows used in INVESTING ACTIVITIES ..........euiiiiiiiiiieieie ettt

Net increase (decrease) in cash

Cash, beginning of year

€SN, BN OF YA ...ttt bbb bbbt b bbbtk h b btk e b bt et

2020 2019
55,182 51,151
5,324 5,078
5,502 6,379
(48,859) (46,549)
(1,775) (1,953)
(1,446) (1,065)
(805) (1,001)
(382) (394)

(31) (260)
12,710 11,386
(32) (59)

(32) (59)
29,507 36,784
(24,830) (30,929)
4,677 5,855
(2,481,235) (3,015,044)
2,464,102 2,997,998
(17,133) (17,046)
222 136

251 115

473 251

The accompanying notes are an integral part of these consolidated financial statements.
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Canada Pension Plan—continued

Notes to consolidated financial statements for the year ended March 31, 2020

1. Authority, objective and responsibilities
(a) Description of the Canada Pension Plan

The Canada Pension Plan (CPP) is a federal/provincial plan established by an Act of Parliament in 1965 and its operations began in 1966.
It is a compulsory and contributory social insurance program operating in all parts of Canada except Quebec, which operates the Québec
Pension Plan (QPP), a comparable program.

The CPP’s objective is to provide a measure of protection to workers and their families against the loss of earnings due to retirement,
disability or death. The CPP is financed by contributions and investment returns. Employers and employees pay contributions equally to
the CPP. Self-employed workers pay the full amount.

The CPP is administered by the Government of Canada (GoC) and the provinces. The Minister of Employment, Workforce Development
and Disability Inclusion is responsible for the administration of the CPP, under the Canada Pension Plan; the Minister of National Revenue
is responsible for collecting contributions. The Minister of Finance and his provincial counterparts are responsible for setting CPP
contribution rates, pension and benefit levels and funding policy.

CPP Investment Board (CPPIB or CPP Investments), a federal Crown corporation, was established in December 1997 pursuant to the
Canada Pension Plan Investment Board Act (CPPIB Act) and its transactions are governed by the CPPIB Act and its accompanying
regulations. CPPIB’s assets are to be invested with a view to achieving a maximum rate of return without undue risk of loss, with regard
to the factors that may affect the funding of the CPP and its ability to meet its financial obligations on any given business day.

Under section 108.1 and 108.3 of the Canada Pension Plan, CPPIB is responsible for managing the amounts that are being transferred
from the CPP that are not immediately needed to pay CPP pensions, benefits and operating expenses. It acts in the best interests of the
beneficiaries and contributors under the Canada Pension Plan.

CPPIB and its wholly-owned subsidiaries are exempt from Part | income tax under paragraph 149(1)(d) of the Income Tax Act (Canada)
on the basis that all of the shares of CPPIB and its subsidiaries are owned by Her Majesty the Queen in right of Canada or by a corporation
whose shares are owned by Her Majesty the Queen in right of Canada, respectively.

CPPIB is designed to operate at arm’s length from the government. It is required to be accountable to the public, Parliament (through the
federal Minister of Finance) and the provinces. It provides regular reports of its activities and the results achieved. The financial statements
of CPPIB are audited annually by an external firm and are included in its annual report.

As stated in the Canada Pension Plan, changes to the CPPIB Act and major changes to the Canada Pension Plan require the agreement
of at least two-thirds of the provinces, representing at least two-thirds of the population of all the provinces.

On December 15, 2016, the Canada Pension Plan, the CPPIB Act and the Income Tax Act (Canada) were amended to reflect the
CPP enhancement (Additional CPP). The CPP enhancement is being implemented through a phased-in approach over a 7-year period
which began on January 1, 2019. It will increase the amount of CPP contributions and the corresponding pensions and post-retirement
benefits that will be paid on CPP contributions made after December 31, 2018.

The CPP now comprises two separate accounts, one for the Base CPP (CPP Account) and one for the Additional CPP (Additional CPP
Account), collectively referred to as the CPP Accounts, where the financial activities are recorded in the Account to which they relate
(Note 17). The financial transactions affecting the CPP Accounts are governed by the Canada Pension Plan and its regulations. Pursuant
to subsections 112(1) and 112(2) of the Canada Pension Plan, one set of annual financial statements is presented on a consolidated basis
to include the accounts of the CPP and CPPIB.
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Canada Pension Plan—continued
Notes to consolidated financial statements for the year ended March 31, 2020—continued
(b) Pensions and benefits

Retirement pensions — According to the provisions of the Canada Pension Plan, a retirement pension is payable to CPP contributors who
have made at least one valid contribution to the Plan. The monthly pension consists of three components: (i) a base component equal to
25% of the contributor’s average monthly pensionable earnings below the annual threshold during the pensionable period; (ii) a first
additional component equal to 8.33% of the average of the contributor's 480 highest monthly pensionable earnings during the pensionable
period, which began in January 2019; and (iii) a second additional component equal to 33.33% of the average of the contributor's
480 highest monthly additional pensionable earnings during the pensionable period, which begins in January 2024.

The normal age to begin collecting the retirement pension is 65, however, contributors can either elect to take an actuarially-reduced
pension as early as age 60, or an actuarially-increased pension as late as age 70. The maximum monthly pension payable at age 65 in 2020
is $1,175.83 (2019 — $1,154.58).

Post-retirement benefits — According to the provisions of the Canada Pension Plan, a post-retirement benefit (PRB) is payable to each
individual between the ages of 60 and 70 who has continued to work and has made contributions to the Plan while collecting their CPP or
QPP retirement pension. Contributions are mandatory for working retirement pension recipients until the age of 65, at which point they
may elect to cease contributing. Contributions are no longer allowed after reaching age 70. The PRB becomes payable the year after
contributions were made. The maximum monthly PRB at age 65 in 2020 is $29.40 (2019 — $28.86).

Disability pensions — According to the provisions of the Canada Pension Plan, a disability pension is payable to a working-age contributor
who meets both the medical and contributory requirements. The amount of the disability pension to be paid includes a flat rate portion
and an amount equal to 75% of the earned retirement pension. The disability pension ends automatically at age 65, when recipients
are automatically converted to receive the retirement pension. The maximum monthly disability pension in 2020 is $1,387.66
(2019 - $1,362.30).

Post-retirement disability benefits — According to the provisions of the Canada Pension Plan, a post-retirement disability benefit is
payable to an individual under the age of 65 in receipt of a retirement pension who meets the same medical and contributory criteria as
the disability pension. The post-retirement disability benefit is equal to the flat rate portion of the disability pension and is added to
individual’s retirement pension. Like the disability pension, the post-retirement disability benefit ends automatically at age 65, when the
recipient becomes eligible for benefits under the Old Age Security program. The flat rate monthly post-retirement disability benefit in
2020 is $505.79 (2019 — $496.36).

Survivor’s pensions — According to the provisions of the Canada Pension Plan, a survivor’s pension is payable to the spouse or common-
law partner of a deceased contributor who made sufficient contributions to the Plan. The pension amount depends on the age of the
survivor and whether the survivor also receives other CPP benefits. Survivors aged 65 or older receive a pension equal to 60% of the
deceased contributor’s retirement pension. Survivors under the age of 65 receive a pension equal to 37.5% of the deceased contributor’s
retirement pension, plus a flat rate. The maximum monthly pension payable to a survivor under the age of 65 in 2020 is $638.28
(2019 - $626.63) and to a survivor 65 and over in 2020 is $705.50 (2019 — $692.75).

Disabled contributor’s child and orphan benefits — According to the provisions of the Canada Pension Plan, each child of a contributor
who is receiving a disability pension or a post-retirement disability benefit or a child of a deceased contributor is entitled to a benefit as
long as the child is under the age of 18, or is between the ages of 18 and 25 and attending school full-time. The flat rate monthly benefit
in 2020 is $255.03 (2019 - $250.27).

Death benefits — According to the provisions of the Canada Pension Plan, a death benefit is a one-time payment to, or on behalf of,
the estate of a contributor who made sufficient contributions to the Plan. The death benefit is a flat-rate payment of $2,500.00 in 2020
(2019 - a flat-rate payment of $2,500.00).

Pensions and benefits indexation — As required by the Canada Pension Plan, pensions and benefits are indexed annually to the cost of
living, as determined by the Consumer Price Index for Canada. The rate of indexation for 2020 is 1.9% (2019 - 2.3%).
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Canada Pension Plan—continued

Notes to consolidated financial statements for the year ended March 31, 2020—continued

2. Significant accounting policies
(a) Basis of accounting

These financial statements have been prepared in accordance with the significant accounting policies described below in compliance with
the Canada Pension Plan. The financial statements are presented on a consolidated basis to include the accounts of the CPP and CPPIB
and include a consolidated statement of financial position, a consolidated statement of operations, a consolidated statement of changes in
financial assets available for benefit payments and a consolidated statement of cash flow.

The CPP, which is managed by both the GoC and the provinces, is not considered to be part of the reporting entity of the GoC. Accordingly,
its financial activities are not consolidated with those of the GoC.

(b) International Financial Reporting Standards

CPPIB, which is a significant component of the CPP consolidated financial statements, prepares its financial statements in accordance
with International Financial Reporting Standards (IFRS). There is no impact on financial assets available for benefit payments and net
increase in assets available for benefit payments as a result of CPPIB preparing its financial statements in accordance with IFRS. Certain
incremental financial statement disclosures from CPPIB financial statements related to investments and investment liabilities are included
as supplementary information in these consolidated financial statements.

(c) Financial instruments

Since CPPIB’s IFRS adoption in 2015, the CPP, through CPPIB, classifies its financial assets and financial liabilities, in accordance with
IFRS 9, Financial Instruments, as follows:

Financial assets are either classified at fair value through profit or loss (FVTPL) or at amortized cost. The classification depends on (a)
the business model for managing the financial assets and (b) the cash flow characteristics of the financial assets. Financial assets are
classified at FVTPL on the basis that they are part of a portfolio of investments which is managed to maximize returns without undue risk
of loss and whose performance is evaluated on a fair value basis in accordance with investment strategies and risk management of CPPIB.
Financial assets classified at FVTPL include investments in equities, fixed income, absolute return strategies, real assets, derivatives,
securities purchased under reverse repurchase agreements and cash collateral pledged on securities borrowed. Financial assets carried at
amortized cost include pending trades receivable and other assets.

Financial liabilities are either classified at FVTPL or at amortized cost. A financial liability is classified at FVTPL if it is classified as held
for trading, it is a derivative, or it is designated as such on initial recognition. Financial liabilities at FVTPL are derivative liabilities and
securities sold short. Financial liabilities designated at FVTPL include debt financing liabilities, securities sold under repurchase
agreements, cash collateral received on securities lent, short-term secured debt and other investment liabilities. Financial liabilities at
amortized cost include pending trades payable and accounts payable and accrued liabilities.

The CPP, through CPPIB, recognizes a financial asset or a financial liability when, and only when, it becomes a party to the contractual
provisions of the financial instrument. Investments, investment receivables, investment liabilities, pending trades receivable and pending
trades payable are recorded on a trade date basis.

A financial asset is derecognized when (a) the contractual rights to receive the cash flows from the financial asset expire, (b) the CPP,
through CPPIB, has transferred the financial asset and substantially all the risks and rewards of the asset, or (c) in cases where CPP,
through CPPIB, has neither retained nor transferred substantially all risks and rewards of the asset, it no longer retains control over the
asset. CPP, through CPPIB, derecognizes a financial liability when the obligation under the liability is discharged, cancelled or expires.

Upon initial recognition, financial instruments are measured at fair value. They continue to be measured at fair value or amortized cost.
Subsequent changes in the fair value are recorded as realized and unrealized gains and losses on investments and included in net investment
income (loss), along with the interest and dividend incomes from such financial instruments.
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(d) Valuation of investments and investment liabilities

Investments and investment liabilities are recorded on a trade date basis and are stated at fair value. Fair value is an estimate of the amount
of consideration that would be agreed upon in an arm’s length transaction between knowledgeable, willing parties who are under no
compulsion to act.

In an active market, fair value is best evidenced by an independent quoted market price. In the absence of an active market, fair value is
determined by valuation techniques that make maximum use of inputs observed from markets. These valuation techniques include using
recent arm’s length market transactions, if available, or current fair value of another investment that is substantially the same, discounted
cash flow analysis, option pricing models and other accepted industry valuation methods, that may include the use of estimates made by
management, appraisers or both where significant judgment is required.

(e) Contributions

Contributions include CPP contributions earned for the year. The Canada Revenue Agency (CRA) collects contributions and measures
them using the assessment of tax returns. In determining the amount of contributions earned for the year, the CRA considers cash received
and contributions assessed, and makes an estimate for contributions related to tax returns not yet assessed. This estimate is subject to
review. Adjustments, if any, are recorded as contributions in the year they are known.

(f) Investment income

Income from investments includes realized and unrealized gains and losses on investments, dividend income and interest income. Realized
and unrealized gains and losses on investments include foreign currency gains or losses arising from investments denominated in foreign
currencies. Dividend income is recognized on the ex-dividend date, which is when the right to receive the dividend has been established.
Interest income is recognized as earned.

(9) Borrowing costs

Borrowing costs include interest and other costs that are incurred when borrowing funds or securities including expenses from debt
financing liabilities, securities sold under repurchase agreements, prime brokerage and other securities borrowing and lending transactions
where cash is received. Gains and losses associated with certain interest rate derivatives used as part of financing activities are also
included in borrowing costs. Borrowing costs are recognized as incurred and included in net investment income (loss).

(h) Investment management fees

Investment management fees include payments to external managers who invest and manage capital committed by CPP, through CPPIB,
whether directly or through funds. They also include performance fees paid when CPP, through CPPIB, earns a return above a pre-
determined hurdle. Investment management fees are expensed as incurred and included in net investment income (loss).

(i) Transaction costs

Transaction costs are incremental costs that are directly attributable to the acquisition or disposal of an investment. These costs comprise
a variety of non-recurring expenses, including due diligence on potential investments, legal and tax advisory fees required to support the
acquisition and disposition of private market assets, or, in the case of public markets, commissions paid when trading securities.
Transaction costs are expensed as incurred and included in net investment income (loss).

(j) Foreign currency translation

Transactions, including purchases and sales of investments, income and expenses, are translated at the rate of exchange prevailing on the
date of the transaction. Investments and monetary assets and liabilities denominated in foreign currencies are translated into Canadian
dollars at exchange rates prevailing on the year-end date. Non-monetary items in a foreign currency are measured at historical cost using
the exchange rates at the dates of the initial transactions.

Foreign currency transaction gains and losses on financial instruments classified at FVTPL are included in net investment income (loss).
(k) Pensions and benefits

Pensions and benefits expenses are recorded when incurred and are net of overpayments established during the year. Accruals are recorded
at year-end for pensions and benefits owed to beneficiaries but not paid, based on management’s best estimate.

(I) Tax deductions due to the Canada Revenue Agency

Tax deductions due to the CRA consist primarily of voluntary and non-resident taxes withheld from pensions and benefit payments to
CPP beneficiaries (refer to Note 8).
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(m) Net overpayments

Net overpayments comprise overpayments of pensions and benefits that were established during the year less remissions of debts granted.
(n) Operating expenses

Operating expenses are recorded as incurred.

(o) Other claims and legal actions

The CPP records an allowance for claims and legal proceedings when it is likely that there will be a future payment and a reasonable
estimate can be made.

(p) Related party transactions

Inter-entity transactions are transactions between commonly controlled entities. Inter-entity transactions are recorded on a gross basis and
are measured at the carrying amount, except for the following:

i. Inter-entity transactions are measured at the exchange amount when undertaken on similar terms and conditions to those adopted if
the entities were dealing at arm’s length, or when the costs of goods or services are provided on a recovery basis.

ii. Goods or services received without charge between commonly controlled entities are not recorded.

Related parties include key management personnel having authority and responsibility for planning, directing and controlling the activities
of the CPP, including their close family members. Related party transactions, other than inter-entity transactions, are recorded at the
exchange amount.

(g) Measurement uncertainty

The preparation of the consolidated financial statements in accordance with the Canada Pension Plan requires management to make
estimates, judgments and assumptions that affect the amounts recognized for assets and liabilities, principally the valuation of financial
instruments, which are not actively traded. Uncertainty about these estimates, judgments and assumptions may result in outcomes that
could require a material adjustment to the carrying amount of the affected assets or liabilities in the future.

Significant estimates, judgments and assumptions are also required for the revenues and expenses during the reporting period, principally
in determining the estimated contributions, allowance for doubtful accounts, contingent liabilities, and actuarial obligation in respect of
benefits. Although the actuarial obligation in respect of benefits is reviewed triennially as per Note 13, management makes estimates,
judgment and assumptions based on the best information available at the time of the preparation of these financial statements.
Measurement uncertainty exists in these consolidated financial statements. Actual results could significantly differ from those estimates.

COVID-19, the novel coronavirus, has created global economic disruption and uncertainty. Despite the uncertainty as to the outcome and
ultimate effects of the pandemic, CPP, through CPPIB, has used extensive sources of available information in providing its best estimate
of the impact that the COVID-19 pandemic has had on the valuations of its investments and investment liabilities as of the date of these
financial statements. However, these estimates are sensitive to key assumptions and drivers that are subject to material changes. The key
assumptions and drivers include, but not limited to, weakening business outlook and economic contraction, the oil price drop, discount
rate assumptions, modelling assumptions and operating assumptions related to business performance of the specific investments. CPP,
through CPPIB, is monitoring developments relating to the global spread of COVID-19 and continuing to assess the ongoing impact on
its investments.
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3. Cash

Cash consists of the total cash held by the CPP Accounts and CPPIB. The CPP Accounts were established in the accounts of Canada by
the Canada Pension Plan to record the contributions, interest, pensions, benefits and operating expenses of the CPP. The CPP Accounts
also record the amounts transferred to or received from CPPIB. As at March 31, 2020, the deposit with the Receiver General for Canada
in the CPP Accounts is $279 million (2019 - $163 million) and CPPIB’s cash is $194 million (2019 — $88 million) for a total of
$473 million (2019 — $251 million).

4, Receivables

Receivables comprise the following:

(in millions of dollars)

2020 2019

CONEIBULIONS ... bbb bbb bbb 6,124 5,164

QUEDEC PENSION PIAN ...ttt b et bbbtk h et e bttt s b b et et n s 138 130
Beneficiaries

Balance of pensions and benefits OVErPaYMENLS ............ciiiiiiririeiiieie e 159 154

Allowance fOr dOUBEFUL BCCOUNTS .........uuiiiiiiiieieieici bbb (83) (69)

OIS ..ttt 55 36

6,393 5,415

Contributions receivable represent the estimated amount to be collected by the CRA and transferred to the CPP relating to contributions
earned at year end and adjusted for tax returns not yet assessed. The amount includes an estimate that takes into consideration the number
of contributors and the average contribution to be received, which is based on the average earning and the CPP contribution rate. On an
annual basis, the model used to make the estimate is reviewed. The difference between the estimate and the actual amount has not been
significant in the past.

The CPP has procedures to detect benefits overpayments. During the year, overpayments totalling $122 million (2019 — $91 million) were
established and debts totalling $28 million (2019 — $37 million) were forgiven as per the remission provisions of the Canada Pension
Plan. A further $89 million (2019 — $88 million) was recovered through collection of payments and withholdings from beneficiaries.

5. Investment activities risk management

The CPP, through the investment activities carried out by CPPIB, is exposed to a variety of financial risks. These risks include market
risk, credit risk and liquidity and leverage risk. CPPIB employs the Integrated Risk Framework, which establishes accountability of the
Board of Directors, the various committees, including the Risk Committee, and the investment departments to manage investment related
risks. CPPIB manages and mitigates investment risks through the Risk Policy approved by the Board of Directors at least once every fiscal
year. This policy contains risk limits and risk management provisions that govern investment decisions. It has been designed to achieve
the mandate of CPPIB, which is to invest its assets with a view to achieving a maximum rate of return, without undue risk of loss, having
regard to the factors that may affect the funding of the CPP and the ability of the CPP to meet its financial obligations on any given
business day.

Upper and lower absolute risk limits and the absolute risk operating range are included within the Risk Policy, and these govern the
amount of total investment risk that CPPIB can take in the CPP Investment Portfolios. CPPIB monitors potential investment losses in CPP
Investment Portfolios daily and reports to the Board of Directors on at least a quarterly basis.

In the fourth quarter of the fiscal year, the COVID-19 pandemic resulted in reduced economic activity, exceptional volatility in financial
markets and a widespread impact on people around the world. Despite the significant market movements, CPP, through CPPIB, remains
within all risk limits established by the Board of Directors of CPPIB, including limits related to market, credit, liquidity and leverage risks.

As part of the ongoing monitoring, CPP, through CPPIB, perform scenario analysis to quantify the impact of potential stress events,
including how severe market or geopolitical events could affect its portfolios, which are run on a quarterly basis. CPP, through CPPIB,
has developed a series of scenarios in an attempt to assess the potential economic and financial impacts on the investment portfolios arising
from COVID-19, such as the impacts of lower CPP contributions due to increasing unemployment in Canada on CPP’s liquidity, as well
as impacts on investment losses. Initial results indicate potential severe-case losses similar in magnitude to the historical market-stress
scenarios. However, these estimates are highly sensitive to the assumptions made regarding the length and severity of the pandemic. The
actual impacts could differ materially from this estimate. CPP, through CPPIB, will continue to refine the views and assumptions
underlying the assessment as the situation unfolds.
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i.  Market risk: Market risk (including equity risk, interest rate risk, spread risk and currency risk) is the risk that the fair value or future
cash flows of an investment or investment liability will fluctuate because of changes in market prices and rates.

Equity risk: Equity risk is the risk that the fair value or future cash flows will fluctuate because of changes in equity prices. It is a
significant source of risk of the CPP Investment Portfolios.

The CPP, through CPPIB, invests in both publicly traded and private equities. With all other variables held constant, a
1% decrease/increase in the S&P 500 Index would result in a loss/profit of $944 million (2019 — $1,021 million) on public equity
investments. This calculation assumes that equities other than the S&P 500 Index would move in accordance with their historical
behaviour conditional on a 1% decrease/increase in the S&P 500 Index.

Interest rate risk: Interest rate risk is the risk that the fair value or future cash flows of an investment or investment-related liability
will fluctuate because of changes in market interest rates.

Applicable to debt instruments and interest-sensitive derivatives, with all other variables held constant, a 25 basis points
increase/decrease in nominal risk-free rates would result in a decrease/increase of $2,462 million (2019 — $2,068 million) in the value
of investments directly impacted by interest rate changes.

Spread risk: Spread risk is the difference in yield on certain securities compared to a comparable risk-free security (i.e. government
issued) with the same maturity date. Spread risk is the risk that the fair value of these securities will fluctuate because of changes in
spread.

With all other variables held constant, a 1 basis point widening of spread rates would result in a decrease in net assets by $37 million
(2019 - $31 million).

Currency risk: The CPP, through CPPIB, is exposed to currency risk through holdings of investments or investment liabilities in
various currencies. Their fair value will fluctuate in the relative value of foreign currencies against the Canadian dollar.

In Canadian dollars, the net currency exposures, after allocating foreign currency derivatives, as at March 31, are as follows:

(in millions of dollars)

2020 2019

Currency Net exposure % of total Net exposure % of total
United States dolar. ..o 230,536 56 204,605 52
EUMO ..o 25,921 6 33,539 9
British pound sterling.... 15,438 4 18,219 5
Chinese renminbi...... 14,954 4 12,577 3
Australian dollar ... 12,669 3 13,587 3
Hong Kong dollar . .. 11,526 3 10,376 3
Japanese yen..... . 8,153 2 8,416 2
Indian rupee...... .. 7,897 2 6,509 2
Brazilian real. 3,813 1 3,620 1
Swiss franc.... 3,286 1 2,623 1
Chilean peso . 2,652 1 2,722 1
Mexican peso .. 1,948 - 1,782 -
Other.....ccooovvieiinnnn . 8,824 2 13,227 3
Total foreign exposure .. . 347,617 85 331,802 85
Canadian dollar............ccooveeeeceiieceeeeeeee e 62,027 15 60,192 15

409,644 100 391,994 100

As at March 31, 2020, with all other variables and underlying values held constant, a 10% appreciation/depreciation of the Canadian
dollar against all other currencies would result in an decrease/increase in net investments by $34,762 million (March 31, 2019 -
$33,180 million).
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ii.  Credit risk: Credit risk is the risk of financial loss due to a counterparty failing to meet its contractual obligations, or a reduction in
the value of the assets due to a decline in the credit quality of the underlying entity. The CPP’s, through CPPIB, credit risk exposure
arises primarily through its investment in debt securities, over-the-counter derivatives (as discussed in Note 6g) and guarantees. The
carrying amounts of the investments are presented in Note 6 and guarantees are presented in Note 15c¢).

iii. Liquidity and leverage risk: Liquidity and leverage risk is the risk of being unable to generate sufficient cash or its equivalent in a
timely and cost-effective manner to meet pensions and benefit payments, investment commitments and investment liabilities as they
come due. Leverage risk increases when excessive on-and-off balance sheet leverage accelerates the worsening of market and
liquidity risk factors during periods of stress. The CPP manages this risk through cash flow planning for both short-term and long-
term requirements. The cash flow is prepared for a two-year period and updated on a weekly basis to inform CPPIB of the funds
required by CPP to meet its financial obligations (refer to Note 17). In order to manage associated liquidity risk, certain assets are
segregated and managed separately by CPPIB. Liquidity risk is also managed by investing these assets in liquid money market
instruments with the primary objective of ensuring that the CPP has the necessary liquidity to meet benefit payment obligations on
any business day. Also, the CPP, through CPPIB, supplements its management of liquidity risk through its ability to raise funds
through the issuance of commercial paper and term debt and transacting in securities sold under repurchase agreements (refer to
Note 6 and Note 7).

CPPIB maintains $6,482 million (2019 — $6,176 million) of unsecured credit facilities to meet potential liquidity requirements. There
were no credit facilities drawn as at March 31, 2020, and March 31, 2019. The ability to readily dispose of certain investments to
meet liquidity needs is facilitated by maintaining a liquid portfolio of publicly traded equities, money market securities and
marketable bonds.
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6. Investments and investment liabilities

As stated in Note 1, the role of CPPIB is to invest the assets with a view to achieving a maximum rate of return without undue risk of loss,
with regard to the factors that may affect the funding of the CPP and the ability of the CPP to meet its financial obligations on any given
business day. To achieve its mandate, CPPIB has established investment policies in accordance with its regulations. These set out the
manner in which their assets shall be invested and their financial risks managed and mitigated through the Integrated Risk Framework.

The total of net investments not actively traded as at March 31, 2020 is $302,348 million (2019 — $272,609 million).

The Consolidated Schedule of Investment Portfolio below provides information on CPPIB’s investments and investment liabilities:

(in millions of dollars)

2020 2019*
Equities
PUBIIC OUITIES ...ttt 118,241 141,189
Private equities 105,381 96,659
Total equities 223,622 237,848
Fixed income
103,658 85,604
Other debt .. 27,214 27,325
Money market securities 24,908 9,829
Total fixed income........ 155,780 122,758
Absolute return strategies 27,922 25,512
Real assets
Real estate 43,718 45,846
Infrastructure 34,679 33,131
Power and renewables 8,711 5,075
Energy and resources 7,281 8,002
TOLAL FRAI ASSEES . ..veuvvevisiteieeietet ettt bbbt b bbb et be bbb b b s bbb b bttt n b bttt enn 94,389 92,054
Investment receivables
Securities purchased under reverse repurchase agreements and cash collateral
pledged on securities borrowed (Note 18).... 18,658 12,532
Derivative assets 9,730 3,192
6,212 2,029
Total investment receivables 34,600 17,753
Total investments® 536,313 495,925
Investment liabilities
Securities sold under repurchase agreements and cash collateral received on securities lent.... (52,347) (39,491)
Debt financing liabilities ... (38,395) (30,861)
Securities sold short .... (20,776) (29,027)
Derivative liabilities (10,023) (2,330)
Short-term secured debt (Note 18).... (1,430) (1,358)
Other (4,104) (1,155)
Total INVESTMENT ADTIITIEST ..ot (127,075) (104,222)
Pending trades receivable? .... 7,025 4,692
Pending trades payable® .... (6,619) (4,401)
Net investments 409,644 391,994

1 Consists of all the financial assets and liabilities held by both CPPIB (including its wholly owned / consolidated subsidiaries that were created to provide investment-related
services to support its operations) and its investment holding subsidiaries (which are subsidiaries that are managed by CPPIB to hold investments and are not consolidated in
CPPIB’s consolidated financial statements). In contrast, the CPPIB’s Consolidated Balance Sheet presents all financial assets and liabilities held by investment holding
subsidiaries at fair value as investments. This results in a difference of $849 million (March 31, 2019 — $476 million), $13 million (March 31, 2019 — $3 million), $81 million
(March 31, 2019 - $225 million) and $917 million (March 31, 2019 — $698 million) as compared to investments, investment liabilities, pending trades receivable and pending
trades payable, respectively, as presented in the CPPIB’s Consolidated Balance Sheet. CPP’s Consolidated Statement of Financial Position continues to present the
investments, investment liabilities and pending trades receivable and pending trades payables held by both CPPIB and its investment holding subsidiaries on a consolidated
basis, as presented in CPPIB’s Consolidated Schedule of Investment Portfolio.
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@)

Equities

Equities consist of public and private investments.

(b)

(©

Public equities are made directly or through funds, including hedge funds. Fair value for publicly traded equities, including equity
short positions, is based on quoted market prices. Fair value for fund investments is generally based on the net asset value reported by
the external administrators or managers of the funds.

Private equities are generally made directly or through ownership in limited partnership funds. As at March 31, 2020, private equities
included direct investments with a fair value of $55,893 million (2019 — $47,446 million). The fair value for investments held directly
is primarily determined using accepted industry valuation methods such as earnings multiples of comparable publicly traded
companies or discounted cash flows. Recent market transactions, where available, are also used. In the case of investments held
through a limited partnership fund, fair value is generally based on relevant information reported by the general partner using similar
accepted industry valuation methods.

Fixed income

Bonds include non-marketable and marketable bonds. Fair value for non-marketable Canadian provincial government bonds is
calculated using discounted cash flows based on current market yields of instruments with similar characteristics. In the case of
marketable bonds, including bond short positions, fair value is based on quoted prices or calculated using discounted cash flows.

Other debt includes investments in direct private debt, asset-backed securities, distressed mortgage funds, private debt funds, hedge
funds and investments in royalty-related income streams. Fair value for direct investments in private debt and asset-backed securities
is based on quoted market prices or broker quotes or recent market transactions, if available. Where the market price is not available,
fair value is calculated using discounted cash flows.

Money market securities consist of cash, term deposits, treasury bills, commercial paper and floating rate notes. Cash equivalents
consist of short-term deposits with a maturity of 90 days or less. Fair value is determined using cost, which, together with accrued
interest income, approximates fair value due to the short-term or floating rate nature of these securities.

Absolute return strategies

Absolute return strategies include investments in hedge funds whose objective is to generate positive returns regardless of market
conditions, that is, returns with a low correlation to broad market indices. The underlying securities of the funds could include, but are not
limited to, equities, fixed income securities and derivatives. Fair value for fund investments is generally based on the net asset value as
reported by the external administrators or managers of the funds.

()

Real assets

Real estate investments are generally made through direct private investments, or through ownership of real estate funds. Private real
estate investments are managed by investment partners primarily through co-ownership arrangements.

Fair value for private real estate investments is determined using accepted industry valuation methods such as discounted cash flows,
and net asset value provided by the investment partner. Fair value for real estate funds is generally based on the net asset value reported
by the investment partner.

As at March 31, 2020, real estate investments include assets of $43,718 million (2019 — $45,846 million).

Infrastructure, power and renewables and energy and resources are generally made directly, but can also occur through limited
partnership funds.

Fair value of these investments is primarily determined using discounted cash flows based on significant inputs including projected
cash flows and discount rates. Fair value for investments held through limited partnership funds are generally based on the net asset
value as reported by the external managers of the funds.

As at March 31, 2020, infrastructure, energy and resources, and power and renewables include direct investments with a fair value of
$50,641 million (2019 — $46,157 million) and $30 million in fund investments (2019 — $51 million).
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(e) Securities purchased under reverse repurchase agreements and sold under repurchase agreements

Securities purchased under reverse repurchase agreements represent the purchase of securities with a simultaneous agreement to sell them
back at a specified price at a specified future date and are accounted for as an investment receivable. The purchased securities under these
agreements are not recognized on the consolidated statement of financial position. The fair value of securities to be resold under reverse
repurchase agreements is monitored and additional collateral is obtained, when appropriate, to protect against credit exposure. In the event
of counterparty default, CPP, through CPPIB, has the right to liquidate the collateral held.

Securities sold under repurchase agreements are accounted for as collateralized borrowing because they represent the sale of securities
with a simultaneous agreement to buy them back at a specified price at a specified future date. The securities sold under these agreements
continue to be recognized on the consolidated statement of financial position with any changes in fair value recorded as net gain (loss) on
investments and included in net investment income (loss).

Interest earned on reverse repurchase agreements is included in interest income within investment income. Interest incurred on repurchase
agreements is included in borrowing costs.

Reverse repurchase and repurchase agreements are carried at the amounts at which the securities were initially acquired or sold, which,
together with accrued interest income or expense, approximates fair value due to the short-term nature of these agreements.

The fair value of the securities purchased under reverse repurchase agreements, as at March 31, 2020, are all within 1 year from the
reporting date, $17,665 million (2019 — $8,205 million).

The fair value of the securities sold under repurchase agreements, as at March 31, 2020, are all within 1 year from the reporting date,
$52,261 million (2019 — $38,548 million).

(f) Securities borrowed and lent

Securities borrowing and lending agreements are transactions in which CPP, through CPPIB, borrows securities from or lends securities
to third parties. Borrowed securities are not recognized on the consolidated statement of financial position. The lent securities remain on
the consolidated statement of financial position as CPP, through CPPIB, retains substantially all of the risks and rewards of ownership of
the transferred securities.

Collateral received or pledged is generally in the form of cash, equities or fixed income securities. Cash collateral received is accounted
for as an investment liability while equities and fixed income securities received as collateral are not recognized on the consolidated
statement of financial position. Cash collateral pledged is accounted for as an investment receivable, while securities collateral pledged
by CPP, through CPPIB, in securities borrowing agreements remain on the consolidated statement of financial position. Costs relating to
securities borrowing and lending are included in borrowing costs.

The fair value of the cash collateral pledged on securities borrowed as at March 31, 2020, are all within 1 year from the reporting date,
$993 million (2019 — $4,327 million).

The fair value of the cash collateral pledged on securities lent as at March 31, 2020, are all within 1 year from the reporting date,
$158 million (2019 - $1,116 million).

(9) Derivative assets and liabilities

A derivative is a financial contract, the value of which is derived from the value of underlying assets, indices, interest rates, currency
exchange rates or other market-based factors. Derivatives are transacted through regulated exchanges or negotiated in over-the-counter
markets. CPPIB uses different types of derivative instruments, which include futures and forwards, swaps, options and warrants.

Fair value for exchange-traded derivatives, which includes futures, options and warrants, is based on quoted market prices. Fair value for
over-the-counter derivatives, which includes forwards, swaps, options and warrants, is determined based on valuation techniques such as
option pricing models, discounted cash flows and consensus pricing from independent brokers and/or third-party vendors.

(h) Securities sold short

Securities sold short represent securities that are sold, but not owned, by the CPP, through CPPIB. The CPP, through CPPIB, has an
obligation to cover these short positions, which are accounted for as an investment liability based on the fair value of the securities sold.
Collateral is pledged to the counterparty, as required (refer to Note 7). Interest and dividends accrued on securities sold short are included
in net investment income (loss).

As at March 31, 2020, securities sold short of $20,776 million (2019 — $29,027 million) are considered repayable within one year based
on the earliest period in which the counterparty could request payment under certain conditions.
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(i) Debt financing liabilities

Debt financing liabilities consist of commercial paper payable and term debt. Commercial paper payable is recorded at the amount
originally issued, which, together with accrued interest expense, approximates fair value due to the short-term nature of these liabilities.
Fair value for term debt is based on quoted market prices. Interest expense and associated costs on debt financing liabilities are included
in borrowing costs.

The fair value of the commercial paper payable as at March 31, 2020, are all within 1 year from the reporting date, $5,775 million
(2019 - $4,378 million).

The fair value of the term debt as at March 31, 2020, are as follows: within 1 year, $5,626 million (2019 — $4,590 million), 1 year to
5 years, $13,969 million (2019 — $12,673 million), and 6 years to over 10 years, $11,577 million (2019 — $8,836 million).

The following table provides a reconciliation of debt financing liabilities arising from financing activities in the Consolidated Statement
of Cash Flow:

(CAD millions)
For the year ended March 31, 2020
Proceeds from Repayments of Non-cash
As at debt financing debt financing changes in As at

April 1, 2019 liabilities liabilities fair value* March 31, 2020

Debt financing liabilities...........ccccocevirniennns 30,861 29,507 (24,830) 2,857 38,395

TOtAl oo 30,861 29,507 (24,830) 2,857 38,395
(CAD millions)

For the year ended March 31, 2019

Proceeds from Repayments of Non-cash
As at debt financing debt financing changes in As at
April 1, 2018 liabilities liabilities fair value* March 31, 2019
24,056 36,784 (30,929) 950 30,861
24,056 36,784 (30,929) 950 30,861

L Includes foreign exchange losses of $1,824 million (March 31, 2019 — $377 million).

(j) Short-term secured debt

Short-term secured debt consists of cash advances from prime brokers that are fully collateralized by securities. Short-term secured debt
is carried at the amounts at which the funding was initially transferred, which together with accrued interest, approximates fair value due
to the short-term nature of the debt and variable interest rate. Interest expense on short-term secured debt is included in borrowing costs.

The terms to maturity of the undiscounted value of short-term secured debt as at March 31, 2020, are $1,430 million
(2019 - $1,358 million).
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7. Collateral

Collateral transactions are conducted to support CPPIB’s investment activities under the terms and conditions that are common and
customary to collateral arrangements. The net fair value of collateral held and pledged as at March 31 was as follows:

(in millions of dollars)

2020 2019
Third-party assets held as collateral on:*
Reverse repurchase agreements 17,606 8,207
Over-the-counter derivative transactions 3,709 965
Securities lent? 613 1,627
Other debt 987 772
Own and third-party assets pledged as collateral on:
Repurchase agreements (52,072) (38,383)
Securities borrowed® ©... (23,265) (34,090)
Short-term secured debt* ........... (1,879) (1,817)
Over-the-counter derivative transactions .. (3,855) (407)
Loans liability® (14,369) (12,411)
(72,525) (75,537)

The fair value of the collateral held that may be sold or repledged as at March 31, 2020 was $19,012 million (2019 — $9,557 million). The fair value of collateral sold or
repledged as at March 31, 2020 was $11,145 million (2019 — $3,504 million).

Includes cash collateral of $158 million (2019 — $1,116 million). The fair value of securities lent as at March 31, 2020 was $675 million (2019 — $1,602 million).

The fair value of securities borrowed as at March 31, 2020 was $16,953 million (2019 — $27,110 million) of which $16,160 million was sold or repledged (2019 — $26,631
million) for securities sold short.

Represents securities pledged as collateral on short-term cash borrowings from prime broker.

Represents investment assets pledged by CPPIB on loan liabilities. Comparative figure of $12,411 million was previously presented as $7,849 million of collateral relating
to private equity investments and $4,562 million of collateral relating to other debt investments.

As at March 31, 2019, the balance decreased by $459 million due to the reclassification of securities collateral pledged on short-term secured debt of $1,817 million, partially
offset by the increase in cash collateral pledged on securities borrowed of $1,358 million (Note 18).

8. Payables and accrued liabilities

Payables and accrued liabilities are comprised of the following:

(in millions of dollars)

2020 2019
OPETALING EXPENSES ...ttt ittt ettt b ettt bbb et h bbbttt bbbttt 816 657
Pensions and benefits payable 296 274
Tax deductions on benefits due to Canada Revenue Agency.... 256 237
1,368 1,168

9. Comparison of results against budget

The budget amounts included in the Consolidated statement of operations and the Consolidated statement of changes in financial assets
available for benefit payments are derived from the amounts that were originally budgeted in the 2019-2020 Employment and Social
Development Canada Departmental Plan, tabled in Parliament in April 2019 and amounts forecasted by the Office of the Superintendent
of Financial Institutions.

10. Estimated overpayments and underpayments of benefits

In order to measure the accuracy of CPP benefit payments, the CPP relies on a quality program (the CPP Payment Accuracy Review)
which estimates, through statistical extrapolation, the most likely value of incorrect benefit payments.

For benefits paid during the 12 months ended March 31, 2020, undetected overpayments and underpayments are estimated to be
$15.4 million and $55.6 million respectively ($14.5 million and $54.7 million in 2019). These estimates are used by the CPP to assess the
quality and accuracy of decisions and to continuously improve its systems and practices for processing CPP benefits.

The actual overpayments established during the year, as indicated in Note 4, were recorded as accounts receivable for recovery and are
not directly linked to the above noted estimated overpayments and underpayments of benefits for the same period as these are an evaluation
of potential overpayments and underpayments based on the extrapolation described above.
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11. Operating expenses

CPP’s operating expenses are composed of costs incurred by various GoC departments (refer to Note 16) for the administration of the
CPP’s activities as well as CPPIB’s operating expenses.

(in millions of dollars)

2020 2019
GoC CPPIB Total GoC CPPIB Total

Personnel related COStS...........covviiiiiiiic s 332 837 1,169 300 802 1,102
Collection of contributions and investigation services .. . 237 - 237 207 - 207
Information technology and data SErViCeS ............cceruriiiiiiiiiiicieseiieeeieienas - 139 139 - 118 118
Program policy and deliVEry ...........cccuoreiniciininiiensecsecse e 129 - 129 110 - 110
Professional and consulting fees .. - 93 93 - 107 107
Tax on international operations.... . - 32 32 - 35 35
Premises and equipment.............c.cccoevene. " - 22 22 - 40 40
Amortization of premises and eqUIPMENT...........cccerrrerneiirinreree e - 50 50 - 20 20
Support services of the Social Security Tribunal.............cccoooiiniiiiiin 15 - 15 13 - 13
Cheque issue and computer services . 6 - 6 5 - 5
OhErS ..o 3 81 84 3 81 84

722 1,254 1,976 638 1,203 1,841

12. Financial sustainability of the Canada Pension Plan

As of January 1, 2019, the CPP has two components: the base and additional CPP. The CPP consisted only of the base CPP prior to 2019,
and this component continues. The additional CPP is the new enhancement to the CPP as of 2019. Both the base and additional CPP are
financed by contributions and investment returns. Employers and employees pay contributions equally to the base and additional CPP,
and self-employed workers pay the full amount.

Base CPP

At the time of the Plan’s inception in 1965, the demographic and economic conditions made pay-as-you-go financing appropriate. The
pay-as-you-go financing, along with a small reserve equivalent to about two years’ worth of expenditures, meant the pensions and benefits
for one generation would be paid largely from the contributions of later generations. However, changing demographics and economic
conditions over time led to increasing CPP costs, and by the mid-1990s the fall in the level of assets of the CPP resulted in a portion of
the reserve being required to cover expenditures. Therefore, for the CPP benefits to remain unchanged, the contribution rate would have
needed to be increased regularly.

As aresult, the base CPP was amended in 1997 to restore its long-term financial sustainability and to improve fairness across generations.
This was achieved by changing its financing approach from a pay-as-you-go basis to a form of partial funding called steady-state funding,
along with incremental full funding rules for new or enhanced benefits, and by reducing the growth of benefits over the long term. In
addition, a new investment policy was put in place, along with the creation of CPPIB. Moreover, the statutory periodic reviews of the Plan
by the federal and provincial governments were increased from once every five years to every three years.

Key among the 1997 changes were the introduction of self-sustaining provisions to safeguard the base CPP; in the event that the projected
minimum contribution rate is greater than the legislated contribution rate and no recommendations are made by the Finance Ministers to
correct the situation, the contribution rate would automatically increase and the indexation of the current benefits would be suspended.

The federal and provincial Finance Ministers took additional steps in 1999 to strengthen the transparency and accountability of actuarial
reporting on the CPP by endorsing regular independent peer reviews of actuarial reports and consultations by the Chief Actuary with
experts on the assumptions to be used in the actuarial reports.

Additional CPP

With the challenge facing younger generations of securing adequate retirement savings at a time when fewer can expect to work in jobs
that will include a workplace pension plan, the federal and provincial governments agreed in 2016 to expand the CPP by creating the
additional CPP. The additional CPP took effect on January 1, 2019.
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In accordance with the Canada Pension Plan, the additional retirement, survivor, and disability benefits provided by the additional Plan
are financed by additional contribution rates that:

i. are no lower than the lowest constant rates that can be maintained over the foreseeable future, and

ii. that result in projected revenues (contributions and investment income) that are sufficient to fully pay the projected expenditures of
the additional CPP over the long term.

The financing of the additional CPP is a result of the 1997 reforms to the Plan, specifically the requirement to fully fund any increased or
new benefits. Similar to the base CPP, the Canada Pension Plan includes the self-sustaining provisions that provide for actions to be taken
if minimum additional contribution rates deviate significantly from their legislated values and no recommendations are made by the
Finance Ministers to correct the situation. These actions are described in the proposed Additional Canada Pension Plan Sustainability
Regulations that are awaiting formal consent by provinces. Since the minimum additional contribution rates from the most recent actuarial
report (30th CPP report) fall within the no action ranges there is no impact on the financial statements as at March 31, 2020.

Triennial actuarial report

The most recent triennial report prepared by the Chief Actuary, the 30" Actuarial Report on the CPP as at December 31, 2018, was
tabled in Parliament on December 10, 2019. The next triennial actuarial report as at December 31, 2021, is expected to be tabled by
December 2022.

COVID-19

Please note that the 30th CPP Actuarial Report as at December 2018 was prepared before the COVID-19 pandemic. As such, the
projections and analysis included in that report did not reflect the potential effects of the COVID-19 pandemic.

At the time of preparing the current CPP Annual Report, it was too early to assess the effects of the evolving pandemic. The magnitude
of near-term and long-term effects on the population and the economy was still unclear. Therefore, the potential effects of the pandemic
on the Canada Pension Plan are not reflected in Note 12 and Note 13. The assessment of the implications will take time and will be
provided in the next CPP triennial actuarial report as at December 31, 2021.
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A number of assumptions were used in the 30" CPP Actuarial Report to project the base and additional CPP’s revenues and expenditures
over the long projection period of over 75 years, and to determine the minimum contribution rates. The assumptions provided in the table
below represent the best estimates according to the Chief Actuary’s professional judgment relating to demographic, economic, investment
and other factors; and have been peer reviewed by an independent expert actuary’s panel.

(As at December 31, 2018)* (As at December 31, 2015)*
Total fertility rate..........oovvviviiiiii 1.62 (2027+) 1.65 (2019+)
IMOTEAIIEY ..o Statistics Canada Life Tables Canadian Human Mortality Database
(CLT 3-year average table: 2014-2016) (CHMD 2011)
with assumed future improvements with assumed future improvements
Canadian life expectancy Males Females Males Females
At DIrth iN 2019 ... 86.9 years 89.9 years 87.0 years 89.9 years
atage 65 in 2019. . 21.4 years 23.9 years 21.5 years 23.9 years
Net MIgration rate ..........occccvvviininiinnice s 0.62% of population (for 2021+) 0.62% of population (for 2016+)
Participation rate (age group 18-69).........cccccvvvvririniniiiiinnns 79.2% (2035) 79.1% (2035)
Employment rate (age group 18-69).. 74.4% (2035) 74.4% (2035)
Unemployment rate (2geS 15+) .......ovvvvrrrererinnineiisiiiisissesenns 6.2% (2030+) 6.2% (2025+)
Rate 0f iNCrease in PriCes .........cocuvvvvrrrrniiisescesees 2.0% (2019+) 2.0% (2017+)
Real-wage iNCrease ............covvvvvinininns . 1.0% (2025+) 1.1% (2025+)
Real rate of return (average 2019-2093) .........c.cocvvvrrrrrvirnerrininnns Base CPP assets 4.0% 4.0%
Additional
CPP assets 3.4% 3.6%°
Retirement rates for cohort age 60 ..........ccocvevrreeniciiincenns Males 27.0% (2021+) Males 34.0% (2016+)
Females 29.5% (2021+) Females 38.0% (2016+)
CPP disability incidence rates (per 1,000 eligible) ..................... Males 2.95 (2019+) Males 3.17 (2020+)?
Females 3.65 (2019+) Females 3.72 (2020+)?

1 Assumptions are expected to gradually converge to their ultimate value. Years in the brackets indicate when the ultimate assumptions value is expected to be reached.

2 The ultimate disability incidence rates assumption of the 27" CPP Actuarial Report has been adjusted based on the 2018 eligible population in order to compare with the
assumption for this 30" CPP Actuarial Report on the same basis.

3 The expected 75-year (2019-2093) average real rate of return on the additional CPP assets was determined under the 28" and 29" CPP Actuarial Reports.

According to the 30" CPP Actuarial Report, with the legislated contribution rate of 9.9% for the base CPP, assuming all assumptions are
realized, the base CPP assets are expected to increase significantly, with the asset/expenditure ratio remaining relatively stable at a level
of 7.6 over the period 2021 to 2031 and then growing to reach 8.8 in 2050 and 9.5 in 2095.

The minimum contribution rate, which is the lowest rate to sustain the base CPP, was determined to be 9.75% of contributory earnings
for years 2022 to 2033 and 9.72% for years 2034 and thereafter (9.79% for the year 2019 and thereafter in the 27" CPP Actuarial Report).

The partial funding nature of the base CPP means that contributions as opposed to investment income are the main source for financing
base CPP expenditures. The 30" CPP Actuarial Report confirms that, based on the Chief Actuary’s best-estimate assumptions, the current
legislated contribution rate of 9.9% is higher than the minimum contribution rate needed to sustain the base CPP, and thus is sufficient to
finance the base CPP over the long term. By 2050, investment income is expected to represent approximately 37% of revenues. Under the
legislated contribution rate and the assumed average expected nominal return on base CPP assets of 5.6% over the period 2019 to 2030,
total base CPP assets available for benefit payments are expected to grow to approximately $688 billion by the end of 2030.

As at March 31, 2020, the value of base CPP assets available for benefit payments is $413.0 billion (2019 — $396.5 billion). This amount
represents approximately 7.5 times the 2021 planned expenditures of $55.0 billion (2019 — 7.7 times the 2020 planned expenditures of
$51.5 billion).

For the additional CPP, the 30" CPP Actuarial Report projects that with the legislated first and second additional contribution rates of
2.0% for 2023 and thereafter and 8.0% for 2024 and thereafter, assuming all assumptions are realized, total additional CPP assets are
expected to increase rapidly over the first several decades as contributions are projected to exceed expenditures. The ratio of assets to the
following year’s expenditures is projected to increase rapidly until 2025 and then decrease after that, reaching a level of about 26 by 2075
and remaining at that level for the years following up to 2095.

The first additional minimum contribution rate applicable to contributory earnings below the Year’s Maximum Pensionable Earnings is
1.49% in 2022 and 1.98% for the year 2023 and thereafter. The second additional minimum contribution rate applicable to contributory
earnings above the Year’s Maximum Pensionable Earnings up to the Year’s Additional Maximum Pensionable Earnings is 7.92% for the
year 2024 and thereafter. The phased-in legislated first additional contribution rates of 0.3%, 0.6%, and 1.0% apply respectively to the
first three years after the valuation year, that is, to the current triennial review period of 2019-2021.
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The full funding nature of the additional CPP means that investment income as opposed to contributions is the main source for financing
additional CPP expenditures. The 30" CPP Actuarial Report confirms that, on the basis of the Chief Actuary’s best-estimate assumptions,
the current legislated contribution rates of 2.0% for 2023 and thereafter and 8.0% for 2024 and thereafter are higher than the minimum
contribution rates needed to sustain the additional CPP, and thus are sufficient to finance the additional CPP over the long term. By 2050,
investment income is expected to represent approximately 61% of revenues. Under the current legislated contribution rates and the average
expected nominal return on additional CPP assets of 4.4% over the period 2019 to 2030, total additional CPP assets available for benefit
payments are expected to grow to approximately $191 billion by the end of 2030.

As at March 31, 2020, the value of additional CPP assets available for benefit payments is $2.6 billion (2019 - $0.5 billion).
Sensitivity tests

A variety of tests was performed to measure the sensitivity of the long-term projected financial position of both components of the CPP
to future changes in the demographic, economic and investment environments. Key best-estimate demographic economic and investment
assumptions were varied individually to measure the potential impact on the financial status of both components of the CPP.

Lower cost and higher cost alternatives for three important assumptions are shown in the table below. For each test, the assumptions for
the lower cost and higher cost alternatives were developed considering alternative assumed mortality improvement rates, real wage
increases and real rates of return. It is possible that a lower cost scenario for the base CPP will be a higher cost scenario for the additional
CPP, and vice versa. This is the case, for example, for the test regarding the real wage increase, described below.

Lower cost Best-estimate Higher cost
Mortality (base and additional CPP):
Canadian life expectancy at age 65 in 2050
with future improvements. .........ccccoeeveeenecncnenns Males 21.0 Males 233 Males 25.8
Females 234 Females 25.6 Females 28.0
Real Wage iNCreaSse. ........ccuoeirireeeeriiiee e Base CPP 1.7% 1.0% 0.3%
Additional CPP 0.3% 1.0% 1.7%
Average real rate of return (2019-2093) ....ccovvevvveeneennn. Base CPP 4.95% 3.95% 2.95%
Additional CPP 4.38% 3.38% 2.38%

The table below summarizes, for both the base and additional CPP, the sensitivity results of the minimum contribution rates to the changes
in mortality, real wage increase and real rate of return on investments assumptions:

Base CPP Additional CPP
Minimum Minimum contribution rates (%)
Assumption Scenario contribution rate (%) First Second
2034+ 2023+ 2024+
Best estimate 9.72 1.98 7.92
MOTERIILY .. Higher mortality 9.38 1.80 7.20
Lower mortality 10.06 2.15 8.60
Real Wage INCIEASE. .......cvvvveeiiiieise e Higher wage increase 9.29 2.22 8.88
Lower wage increase 10.15 1.78 7.12
Real rate of return on inVeStMents............cocoovvvvriernnennnnns Higher real return 8.82 1.49 5.96
Lower real return 10.62 2.69 10.76
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Mortality

Mortality is a very important demographic assumption as it affects the length of the benefit payment period. If male and female life
expectancies at age 65 were to increase by approximately 2.4 years more than expected by 2050, the base CPP minimum contribution rate
for 2034 and thereafter would increase to 10.06%, above the base CPP legislated contribution rate of 9.9%. For the additional CPP the
first and second additional minimum contribution rates would increase to 2.15% and 8.60%, respectively. These would be above the
legislated rates of 2% and 8%, respectively.

On the other hand, if male and female life expectancies at age 65 were to be about 2.2 years lower than expected by 2050, the base CPP
minimum contribution rate for years 2034 and thereafter would decrease to 9.38% while the first and second additional CPP minimum
contribution rates would decrease to 1.80% and 7.20%, respectively.

Real wage increase

Real wage increases directly affect the amount of future CPP contributions. Note that for this test, the opposite effects for the base and
additional CPP are attributable to the different financing approaches. As a result of the different financing approaches, the base CPP is
more dependent on contributions while the additional CPP is more dependent on investment income.

For the base CPP, if an ultimate real wage increase of 0.3% is assumed for 2019 and thereafter, the base CPP minimum contribution rate
for years 2034 and thereafter would increase to 10.15%. On the other hand, for the additional CPP, under the above assumption, the first
and second additional minimum contribution rates would decrease to 1.78% and 7.12%, respectively.

For the base CPP, if an ultimate real wage increase of 1.7% is assumed for 2025 and thereafter, the base CPP minimum contribution rate
for years 2034 and thereafter would decrease to 9.29%. On the other hand, for the additional CPP, under the above assumption, the first
and second additional minimum contribution rates would increase to 2.22% and 8.88%, respectively.

Real rate of return

Real rates of return can fluctuate greatly from year to year and can have a significant impact on the size of assets and on the ratio of assets
to the following year expenditures.

If for the base CPP, the average real rate of return is assumed to be 1% lower (2.95% vs 3.95%) over the next 75 years (2019 to 2093),
the base CPP minimum contribution rate for years 2034 and thereafter will increase to 10.62%. For the additional CPP if the average real
rate of return is assumed to be 1% lower (2.38% vs 3.38%) over the same period then the first and second additional minimum contribution
rates increase to 2.69% and 10.76%, respectively.

However, if for the base CPP the average real rate of return is assumed to be 1% higher (4.95% vs 3.95%) over the next 75 years, the base
CPP minimum contribution rate decreases to 8.82%. For the additional CPP, if the average assumed real rate of return over the same
period is 1% higher (4.38% vs 3.38%) then the first and second additional minimum contribution rates decrease to 1.49% and 5.96%,
respectively.

13. Actuarial obligation in respect of benefits

The 30" CPP Actuarial Report is a triennial report that measures the actuarial obligation of both the base and additional CPP under an
open group approach, which is consistent with the funding nature of both components. It also provides information under a closed group
approach, in footnotes. The open group approach takes into consideration all current and future participants of the CPP, including their
future contributions and associated benefits, to determine whether current assets and future contributions will be sufficient to pay for all
future expenditures. The closed group approach includes only current participants of the CPP, with no new entrants permitted and no new
benefits accrued.

The choice of the methodology used to produce a social security system’s balance sheet is mainly determined by the system’s financing
approach. Partially funded plans like the base CPP represent a social contract where, in any given year, current contributors allow the use
of their contributions to pay current beneficiaries’ benefits. This social contract creates claims for current and past contributors to
contributions of future contributors. As such, the proper assessment of the financial sustainability of partially funded plans by means of
their balance sheets should reflect these claims. The open group approach does account explicitly for these claims by considering the
benefits and contributions of both the current and future plan participants. In comparison, the closed group methodology does not reflect
these claims since only current participants are considered.

The determination of the additional minimum contribution rates (namely the Calculation of Contribution Rates Regulations, 2018)
requires the use of an open group approach. Since the open group methodology is based on projections of future income and expenditures,
the requirement of the additional CPP open group assets to be at least 100% of its open group actuarial obligations ensures that, at the
valuation date, the projected additional contributions and investment income are sufficient to cover the projected additional expenditures
over the long term.
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To determine the base and additional CPP actuarial obligations under the open group approach and the legislated contribution rates, the
base and additional CPP’s revenues and expenditures were projected using the assumptions of the 30" CPP Actuarial Report shown in
Note 12. The projection period longer than 75 years that is used to calculate the minimum contribution rates is necessary to ensure that
the future expenditures for cohorts that will enter the labour force during that time are included in the liabilities. The present values of the
assets and obligations of the base CPP and additional CPP are determined using a discount rate equal to the assumed nominal rate of return
on the base CPP and additional CPP assets respectively.

Base CPP

The table below presents the asset excess (shortfall) and the assets to actuarial obligation ratio of the base CPP under open and closed
group approaches at valuation dates of the current and previous actuarial reports with the legislated contribution rate of 9.9%:

(in billions of dollars)

As at December 31, 2018 As at December 31, 2015
Open group Closed group Open group Closed group
AASSEESL ...ttt n 2,691.1 371.7 2,547.4 285.4
Actuarial ODIGALION? ..............ccveivevieviieie et 2,674.4 1,257.1 2,546.1 1,171.1
Asset eXCeSS (SNOMTAIL) ......cc.oveiiiiiiiicee e 16.7 (885.4) 1.3 (885.7)
Assets to actuarial 0bligation ratio ............oceceerieiiiniiensceeee e 100.6% 29.6% 100.1% 24.4%

1 Includes only current assets for closed group but also includes future contributions for the open group.
2 Obligations include operating expenses.

The base CPP was never intended to be a fully funded plan and the financial sustainability of the base CPP is not assessed based on its
actuarial obligation in respect of benefits. According to the 30" CPP Actuarial Report, the CPP is intended to be long-term and enduring
in nature, a fact that is reinforced by the federal and provincial governments’ joint stewardship through the established strong governance
and accountability framework of the CPP. Therefore, if the base CPP’s financial sustainability is to be measured based on its asset excess
or shortfall, it should be done on an open group basis that reflects the partially funded nature of the base CPP, that is, its reliance on both
future contributions and invested assets as a means of financing its future expenditures.

Additional CPP

For the additional CPP, with the first and second legislated contribution rates of 2.0% and 8.0%, respectively, the table below presents the
asset excess (shortfall) and the assets to actuarial obligation ratio under open and closed group approaches at the valuation date:

(in billions of dollars)

As at January 1, 2019*

Open group Closed group
AASSEES? ..ottt E RS RS R RS R RS eRE Rt 740.3 -
ACLUANIAL ODIGALIONS ..........vuveiiieiscicee ettt bbb bbbt bbb bbb 686.6 -
ASSEL EXCESS (SNOTFAIL ...ttt bbb bbbttt b etk b et 53.7 -
Assets to actuarial ODIIGAtION FALIO ........c.cviuiuiiieiciet bbbttt et eaen 107.8% N/A*

1 Commencement date of the additional CPP.

2 Includes only current assets for closed group but also includes future contributions for the open group.

3 Obligations include operating expenses.

4 As at December 31, 2018, under the closed group approach, the actuarial obligations, assets, and assets excess/shortfall of the additional CPP are all $0.

Using the open group approach, the Chief Actuary confirms that both the base CPP and additional CPP, based on the best-estimate
assumptions selected and under the legislative contribution rates, will continue to meet their financial obligations and are sustainable in
the long term.
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14. Contractual obligations and commitments

The nature of CPP’s and CPPIB’s activities can result in some large multi-year contracts and agreements whereby the CPP and CPPIB
will be obligated to make future payments in order to carry out its activities.

Operating costs are charged to the CPP in accordance with various memoranda of understanding (MoU) between the CPP and various
GoC departments for the administration of the CPP’s activities (refer to Note 16). The MoUs require written notification for termination
and require one year advanced notification. Therefore, as at March 31, 2020, the operating costs of $673 million (2019 — $645 million)
are an estimation of the costs that will be charged to the CPP Accounts in the next fiscal year. Operating costs are expected to continue to
be charged to the CPP Accounts in the upcoming fiscal years, but cannot be reasonably estimated at this time.

The CPP, through CPPIB, has entered into commitments related to the funding of investments. These commitments are generally payable
on demand based on the funding needs of the investment subject to the terms and conditions of each agreement. As at March 31, 2020,
the unfunded commitments totalled $55,393 million (2019 — $47,408 million).

15. Contingent liabilities
(a) Appeals relating to the payment of pensions and benefits

At March 31, 2020, there were 5,074 appeals (2019 — 4,669) relating to the payment of CPP disability pensions. These contingencies are
reasonably estimated, using historical information, at an amount of $37.7 million (2019 — $31.5 million), and have been recorded as an
accrued liability in these consolidated financial statements.

(b) Other claims and legal proceedings

In the normal course of operations, the CPP is involved in various claims and legal proceedings. The total amount claimed in these actions
and their outcomes are not determinable at this time. The CPP records an allowance for claims and legal proceedings when it is likely that
there will be a future payment and a reasonable estimate of the loss can be made. No such allowance was recognized in the consolidated
financial statements for the 2020 and 2019 fiscal years for these claims and legal proceedings.

(c) Guarantees

As part of certain investment transactions, the CPP, through CPPIB, agreed to guarantee, as at March 31, 2020, up to $5,095 million
(2019 - $4,437 million) to other counterparties in the event certain investee entities default under the terms of loan and other related
agreements.

(d) Indemnifications

The CPP, through CPPIB, provides indemnifications to its officers, directors, certain others and, in certain circumstances, to various
counterparties and other entities. CPPIB may be required to compensate these indemnified parties for costs incurred as a result of various
contingencies such as changes in laws, regulations and litigation claims. The contingent nature of these indemnification agreements
prevents CPPIB from making a reasonable estimate of the maximum potential payments CPPIB could be required to make. To date,
CPPIB has not received any material claims nor made any material payments pursuant to such indemnifications.
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Notes to consolidated financial statements for the year ended March 31, 2020—continued

16. Related party transactions

The CPP enters into transactions with the GoC in the normal course of business, which are recorded at the exchange value. The costs are
based on estimated allocations of costs and are charged to the CPP in accordance with various memoranda of understanding (MoU).
Details of these transactions are provided in the GoC operating expenses in Note 11 and contractual obligations in Note 14.

Expenses for the year are comprised of the following:

(in millions of dollars)

2020 2019

Employment and Social Development Canada

Program POHCY and GEIIVEIY........c.eiiiiiiiiiieieet ettt bbbt b ettt 427 378
Canada Revenue Agency

Collection of contributions and iNVEStIGAtION SEIVICES ...........i.ciiriruiririeiiresieieee ettt 237 207
Treasury Board Secretariat

Health Insurance Plan.... 34 32
Administrative Tribunals Support Service of Canada

Support services of the Social Security TrIBUNAL ...........ciiiiiiiiii s 15 13
Public Services and Procurement Canada

Cheque iSSUE and COMPULET SEIVICES. ....c.eveueuiieteiiietestieetese ettt ettt e bbbt s et b bbbt e bbb bttt s s 6 5
Office of the Superintendent of Financial Institutions and Department of Finance

Actuarial services 3 3

722 638

The CPP receives audit services without charge from the Office of the Auditor General of Canada. The value of these audit services is not
material for the purpose of these consolidated financial statements and has not been recorded.
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Notes to consolidated financial statements for the year ended March 31, 2020—continued

17. Supplementary information

The administration of the CPP is shared between various GoC departments. The GoC transfers to CPPIB amounts that are not immediately
needed to pay CPP pensions, benefits and operating expenses, and CPPIB invests those amounts. The GoC, through various federal
departments, manages the remainder of the assets, as well as the collection of the CPP contributions and the administration and payments
of the CPP benefits. For accountability purposes, the following tables present summary information on the levels of assets and liabilities
and sources of income and expenses managed by the GoC and CPPIB broken out by the base CPP and additional CPP respectively.

(in millions of dollars)

Financial assets

Receivables ..

Investments ......

Pending trades receivable

Other
NON-FINANCIAT SSETS ...
Liabilities

Payables and accrued liabilities ............cccoeerirrenniciiirceeece

Investment liabilities

Pending trades payable...

Assets available for benefit payments.............cccoovieiiniiiicincene

Revenues
CONLIIDULIONS ...
Net investment income

Investment income
Investment management fees...
Borrowing costs
Transaction costs ...

Expenses
Pensions and benefits
Operating expenses

Net increase in assets available for benefit payments ............c.cccocovnne

2020
Base CPP Additional CPP

GoC CPPIB Total GoC CPPIB Total
260 193 453 19 1 20
6,075 47 6,122 271 - 271
- 533,563 533,563 - 2,750 2,750
- 7,002 7,002 - 23 23
- 482 482 - 13 13
563 789 1,352 13 3 16
- 126,651 126,651 - 424 424
- 6,597 6,597 - 22 22
5,772 407,250 413,022 277 2,338 2,615
53,922 - 53,922 2,220 - 2,220
5 17,050 17,055 - 22 22
- (1,805) (1,805) - ©)] 3
- (1,521) (1,521) - ) 2
- (390) (390) - - -
53,927 13,334 67,261 2,220 17 2,237
48,898 - 48,898 3 - 3
571 1,250 1,821 151 4 155
49,469 1,250 50,719 154 4 158
4,458 12,084 16,542 2,066 13 2,079
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Notes to consolidated financial statements for the year ended March 31, 2020—continued

(in millions of dollars)

2019
Base CPP Additional CPP
GoC CPPIB Total GoC CPPIB Total
Financial assets
152 87 239 11 1 12
5,289 19 5,308 107 - 107
Investments (Note 18) - 495,448 495,448 - 477 477
Pending trades receivable - 4,689 4,689 - 3 3
Other ... - 75 75 - - -
Non-financial assets ... - 435 435 - 14 14
Liabilities
Payables and accrued liabilities 518 644 1,162 5 1 6
Investment liabilities (Note 18) . - 104,160 104,160 - 62 62
Pending trades payable... - 4,392 4,392 - 9 9
Assets available for benefit payments 4,923 391,557 396,480 113 423 536
Revenues
Contributions.... 50,627 - 50,627 557 - 557

Net investment income
Investment inCome (NOte 18)........c.cvuiuriiiriiiiiriiiiirieieieieieieieieeeieieias 5 36,380 36,385 - 11 11

Investment management fees ... - (1,586) (1,586) - - -
Borrowing costs (Note 18)... - (1,163) (1,163) - - -
Transaction costs (Note 18) - (429) (429) - - -
50,632 33,202 83,834 557 11 568

Expenses
Pensions and benefits 46,542 - 46,542 - - -
Operating expenses . 615 1,194 1,809 23 9 32
47,157 1,194 48,351 23 9 32
Net increase in assets available for benefit payments ............ccccooeveenne 3,475 32,008 35,483 534 2 536

Pursuant to Section 108.1 and 108.3 of the Canada Pension Plan and the Agreement dated as of April 1, 2004, amounts not required to
meet specified obligations of the CPP are transferred weekly to CPPIB. The funds originate from employer and employee contributions
to the CPP and interest income generated from the deposit with the Receiver General.

CPPIB remits cash to the CPP as required, including the periodic return, on at least a monthly basis, of funds required to meet CPP
pensions, benefits and operating expenses obligations.
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The accumulated transfers to/from CPPIB, since inception, are as follows:

(in millions of dollars)

2020
Base CPP Additional CPP Total
Accumulated transfers to CPPIB, beginning of year 530,193 421 530,614
Transfers of funds to CPPIB 42,619 1,902 44,521
Accumulated transfers to CPPIB, €Nd Of YEAI ........cciuiiiiiiiiiiiiiiiicicieeiee e 572,812 2,323 575,135
Accumulated transfers from CPPIB, beginning 0f Year...........cccciiiiiiiiiiiicsecccseeee s (386,258) - (386,258)
Transfers of funds from CPPIB (39,010) - (39,010)
Accumulated transfers from CPPIB, end of year.. (425,268) - (425,268)
Net accumulated transfers 10 CPPIB .........couioiiiieee ettt ettt ete e eae e ere e eaeeeteenteesaeens 147,544 2,323 149,867
(in millions of dollars)
2019
Base CPP Additional CPP Total
Accumulated transfers to CPPIB, beginning of year 492,033 - 492,033
Transfers of funds to CPPIB 38,160 421 38,581
Accumulated transfers to CPPIB, €Nd OF YT .......cccuiuiiiieiiiieierie e 530,193 421 530,614
Accumulated transfers from CPPIB, beginning of year (351,513) - (351,513)
Transfers of funds from CPPIB ..... (34,745) — (34,745)
Accumulated transfers from CPPIB, end of year.. (386,258) - (386,258)
Net accumulated transfers t0 CPPIB ..........ccccciiiiiiiciii s 143,935 421 144,356
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18. Comparative information

Borrowing costs

Starting in fiscal year 2020, CPP, through CPPIB, began disclosing borrowing costs as part of its investment-related expenses in addition
to investment management fees and transaction costs. CPP, through CPPIB, uses leverage as part of an integrated strategy in seeking to
maximize the rate of return without undue risk of loss. Given the growing size and prominence of leverage in our investment strategy,
CPPIB is providing additional disclosure regarding its borrowing costs. The related expenses were previously included in investment
income.

As a result, the comparative figures in the Consolidated Statement of Operations and Consolidated Statement of Cash Flow have been
updated as well. Refer to Table 2 and Table 3 below for a reconciliation of the Consolidated Statement of Operations and Consolidated
Statement of Cash Flow between what has been previously presented and what has been reclassified in the current year presentation.

Short-term secured debt

Short-term secured debt, which consists of cash advances from prime broker that are fully collateralized by securities, was previously
included in investment receivables, as part of the cash collateral pledged on securities borrowed (Note 6). To provide better presentation
based on the nature of the asset, starting in fiscal year 2020, short-term secured debt is presented as a separate line item under investment
liabilities in the Consolidated Schedule of Investment Portfolio in Note 6.

As a result, the investments and investment liabilities in the Consolidated Statement of Financial Position have been reclassified. Refer to
Table 1 below for a reconciliation of the Consolidated Statement of Financial Position between what has been previously presented and
what has been reclassified in the current year presentation.

Real estate investments

Starting in fiscal year 2020, the presentation of income and cash flows associated with real estate investments has been changed to be
consistent with other investment asset classes. The change in fair value generated by real estate investments has been reclassified from
other investment income to realized and unrealized gains or losses in the Consolidated Statement of Operations. The cash portion of
realized gains is reclassified from other investment income to disposals, and distributions from real estate investments are reclassified as
dividend income rather than disposals on the Consolidated Statement of Cash Flows.

As a result, comparative figures have been updated in the Consolidated Statement of Operations and the Consolidated Statement of Cash
Flow. Refer to Table 2 and Table 3 below for a reconciliation of the Consolidated Statement of Operations and Consolidated Statement
of Cash Flow between what has been previously presented and what has been reclassified in the current year presentation.

Table 1: Consolidated statement of financial position with comparative information

(in millions of dollars)

As previously Short-term
presented secured Reclassified
As at March 31 2019 debt 2019
Financial assets
251 251
5,415 5,415
INVESTMENTS ..o 494,567 1,358 495,925
Pending trades reCRIVADIE ............ciiiieiiic bbb 4,692 4,692
ORI s 75 75
505,000 506,358
Liabilities
Payables and accrued Habilities ... 1,168 1,168
Investment liabilities ............... 102,864 1,358 104,222
Pending trades payable 4,401 4,401
108,433 109,791
Financial assets available for benefit PaYMENLS ..........cccoeiiiiiiiiiiicc e 396,567 396,567
Non-financial assets
Premises, equipmMent aNd OTNETS.............coiiiiiiiiii s 449 449
Assets available for benefit PAYMENTS...........coiiiiiic e 397,016 397,016
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Table 2: Consolidated statement of operations with comparative information

(in millions of dollars)

As previously

presented Borrowing Real estate Reclassified
For the year ended March 31 2019 costs investments 2019
Revenues
CONEIIDULIONS .....eevieee ettt ettt ere e e e e eteete e e ere e e e eneeeteennas 51,184 51,184
Net investment income
Realized gains .. 33,046 1,157 34,203
Unrealized losses. (8,875) 14 596 (8,265)
Interest income 3,261 1,101 4,362
Dividend income 6,358 6,358
Other income.......... 1,491 (1,753) (262)
Investment management fees. (1,586) (1,586)
Borrowing costs ...... (1,163) (1,163)
Transaction costs (477) 48 (429)
33,218 33,218
84,402 84,402
Expenses
Pensions and benefits
Retirement.... 36,286 36,286
Survivor 4,586 4,586
Disability... 4,263 4,263
Disabled contributor's child... 320 320
377 377
211 211
Post-retirement.... 553 553
Post-retirement disability - -
INEE OVEIPAYIMENS ... (54) (54)
46,542 46,542
Operating expenses... 1,841 1,841
48,383 48,383
Net increase in assets available for benefit payments..........c.cccocovvvviiiiiiiie 36,019 36,019
Assets available for benefit payments, beginning of year ... 360,997 360,997
397,016 397,016

Assets available for benefit payments, end of year
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Table 3: Consolidated statement of cash flow with comparative information

(in millions of dollars)

As previously

presented Borrowing Real estate Reclassified
For the year ended March 31 2019 costs investments! 2019
Operating activities
Cash receipts
CONMIDULIONS ..o s 51,151 51,151
Interest on investments 4,537 541 5,078
Dividends on investments. . 4,772 1,607 6,379
Other investment income...... et 1,347 (1,347) -
Cash payments
Pensions and Benefits...........ccovvieiirriiicee e (46,549) (46,549)
Operating expenses.... (1,953) (1,953)
Borrowing costs (1,065) (1,065)
Investment management fees... (1,001) (1,001)
Transaction costs (450) 56 (394)
Other iNVESIMENE EXPENSES ......c.vvviieiiiiiiiiitt ettt (452) 452 (260) (260)
Cash flows from operating activities 11,402 11,386
Capital activities
Acquisition of premises and equipment... (59) (59)
Cash flows used in capital activities (59) (59)
Financing activities
Proceeds from debt financing liabilities.............cccooviiiiiiiii 36,784 36,784
Repayments of debt financing liabilities.. (30,929) (30,929)
Cash flows from financing activities 5,855 5,855
Investing activities
Purchases (3,015,044) (3,015,044)
Disposals.... 2,997,982 16 2,997,998
Cash flows used in investing activities ... (17,062) (17,046)
Net increase (decrease) in cash 136 136
Cash, beginning of year.... 115 115
Cash, end of year .... 251 251

1 The reclassification of $1,607 million from other investment income to disposals, for the cash portion of the realized gains in real estate investments, is offset by the

reclassification of a similar amount from disposals to dividends on investments, for the distributions from real estate investments, producing an insignificant change on
disposals. Furthermore, the reclassification of the $1,607 million from other investment income to disposals would bring the other investment income to a negative balance
of $260 million in the cash receipts. Therefore, it is presented as other investment expenses in cash payments.
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Government Annuities Account
Management’s responsibility for financial statements

The financial statements of the Government Annuities Account are prepared in accordance with Canadian accounting standards for
pension plans by the management of Employment and Social Development Canada. Management is responsible for the integrity and
objectivity of the information in the financial statements, including the amounts which must, of necessity, be based on best estimates and
judgment. The significant accounting policies are identified in Note 2 to the financial statements.

To fulfill its accounting and reporting responsibilities, management has developed and maintains books of account, financial and
management controls, information systems and management practices. These systems are designed to provide reasonable assurance that
financial information is reliable, that assets are safeguarded and that transactions are properly authorized and recorded in accordance with
the Government Annuities Improvement Act and the Government Annuities Act and regulations.

The Auditor General of Canada, the external auditor of the Government Annuities Account, conducts an independent audit of the financial
statements in accordance with Canadian generally accepted auditing standards and provides a report to the Minister of Employment and
Social Development Canada, styled as Minister of Employment, Workforce Development and Disability Inclusion.

Graham Flack
Deputy Minister
Employment and Social Development Canada

Mark Perlman, CPA, CMA
Chief Financial Officer
Employment and Social Development Canada

Gatineau, Canada
October 2, 2020
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Report of the Actuary

The Office of the Chief Actuary, Office of the Superintendent of Financial Institutions Canada, has the mandate of performing the annual
actuarial valuation of the Government Annuities Account (the “Account™) as at 31 March 2020. The purpose of this valuation is to
determine the actuarial liabilities and financial position of the Account as at 31 March 2020. The results of the valuation are included in
the Public Accounts of Canada as well as in the Account’s financial statements.

As at 31 March 2020, the actuarial liabilities calculated in accordance with the Government Annuities Improvement Act and the
Government Annuities Regulations and used to determine the amount charged to the Account and credited to the Consolidated Revenue
Fund, are based on prescribed mortality and interest rates. In addition, the actuarial liabilities presented in the statement of financial
position, statement of changes in net assets available for benefits, and statement of changes in pension obligations of the Account’s
financial statements, are based on alternative mortality and interest rates.

The valuation of the Account’s actuarial liabilities and financial position is therefore based on:

e membership data as at 31 March 2020 provided by Employment and Social Development Canada (ESDC) and Service Canada;
e asset data provided by ESDC;

e prescribed mortality and interest rates:

— mortality rates as per the Government Annuities Regulations, that is, the Annuity Table for 1983, for individual and group
annuities, as modified by Projection Scale G published by the Society of Actuaries; and

— aseven percent annual interest rate as per the Government Annuities Regulations.
For purposes of the Account’s financial statements, the alternative mortality and interest rates are as follows:
— best-estimate experience-adjusted mortality rates; and

— interest rate determined using the yield curve approach. The yield curve is determined by reference to market yields at the end of
the reporting period on Government of Canada bonds and treasury bills.

The Account’s assets are notional and in the form of a deposit with the Receiver General for Canada. Therefore, actuarial liabilities equal
the present value of future payments discounted at the prescribed or alternative interest rate. Since administrative expenses are paid by the
government out of general funds, no provision for expenses is made in the valuation. This valuation contains no added margins for adverse
deviation.

In our opinion, considering that the valuation is prepared pursuant to the Government Annuities Act and the Government Annuities
Improvement Act:

o the data on which our valuation is based are sufficient and reliable for the purpose of the valuation;
e the assumptions used comply with legislative requirements;

o the alternative mortality and interest rates assumptions used for purposes of the Account’s financial statements are reasonable and
appropriate;

o the methods employed are appropriate for the purposes of the valuation; and

o the actuarial valuation is appropriate, it conforms to statutory requirements and the financial statements fairly present its results.
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Government Annuities Account—continued
Report of the Actuary—concluded

Our valuation has been prepared, and our opinion given, in accordance with accepted actuarial practice in Canada. As at 2 October 2020,
we have not learned of any events that would have a material impact on the results as at 31 March 2020. The next valuation will be
performed as at 31 March 2021.

Annie St-Jacques
Fellow of the Canadian Institute of Actuaries
Office of the Chief Actuary

Thierry Truong
Fellow of the Canadian Institute of Actuaries
Office of the Chief Actuary

Alice Chiu
Associate of the Canadian Institute of Actuaries
Office of the Chief Actuary

Office of the Superintendent of Financial Institutions Canada
Ottawa, Canada
2 October 2020
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Independent Auditor’s Report

To the Minister of Employment, Workforce Development and Disability Inclusion
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the Government Annuities Account (the Account), which comprise the statement of financial
position as at 31 March 2020, and the statement of changes in net assets available for benefits and statement of changes in pension
obligations for the year then ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Account as at
31 March 2020, and the changes in its net assets available for benefits and changes in its pension obligations for the year then ended in
accordance with Canadian accounting standards for pension plans.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Account in accordance with the ethical requirements that are relevant to our audit of the financial statements in Canada, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian accounting
standards for pension plans, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Account’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Account or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Account’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.
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Independent Auditor’s Report—concluded

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Account’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

— Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Account’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Account to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Report on Compliance with Specified Authorities
Opinion
In conjunction with the audit of the financial statements, we have audited transactions of the Government Annuities Account coming to

our notice for compliance with specified authorities. The specified authorities against which compliance was audited are the Government
Annuities Improvement Act and the Government Annuities Act and regulations.

In our opinion, the transactions of the Government Annuities Account that came to our notice during the audit of the financial statements
have complied, in all material respects, with the specified authorities referred to above.

Responsibilities of Management for Compliance with Specified Authorities

Management is responsible for the Government Annuities Account’s compliance with the specified authorities named above, and for such
internal control as management determines is necessary to enable the Government Annuities Account to comply with the specified
authorities.

Auditor’s Responsibilities for the Audit of Compliance with Specified Authorities

Our audit responsibilities include planning and performing procedures to provide an audit opinion and reporting on whether the
transactions coming to our notice during the audit of the financial statements are in compliance with the specified authorities referred to
above.

Original signed by

Heather McManaman, CPA, CA
Principal

for the Auditor General of Canada

Halifax, Canada
2 October 2020
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Statement of financial position
as at March 31

(in thousands of Canadian dollars)

2020 2019
Net assets available for benefits
Accounts receivable 56 50
Pension obligations (Note 3) 114,761 122,943
Deficit to be financed by the Government of Canada (NOTE 4)...........cciiiiririiiiieieersiee et 114,705 122,893
The accompanying notes are an integral part of these financial statements.
Approved by:
Graham Flack
Deputy Minister
Employment and Social Development Canada
Mark Perlman, CPA, CMA
Chief Financial Officer
Employment and Social Development Canada
Statement of changes in net assets available for benefits
for the year ended March 31
(in thousands of Canadian dollars)
2020 2019
Received or Paid by the Government of Canada
ANNUITY PAYITIENTS ....vcvtteteteteeeteteteteeeeet b et e ebes b ebes e es e b s e e e b ee b e e b e bbb bbb eh b ebeb e b eh e b e b ebebebeb e b e b e bbb eb b b e bbb bbb e bbb e bbb bbb eras 15,749 17,469
Premium refunds and OTNET (INOEE 4)..........cuiiieieiieiei ettt ettt ettt h et b et b e bttt b et e b e b b e anene 14 33
15,763 17,502
Amount paid through the Consolidated REVENUE FUNG.............c.iuiiiiiiiiiiiiiiiiiieiiiei it (15,763) (17,502)
Administrative expenses
Services received without charge (Note 5) 1,559 1,280
Services contributed by Employment and Social Development Canada (Note 5) .. (1,559) (1,280)
Change in accounts receivable and increase in net assets available for benefits 6 3
Net assets available for benefits at beginning of year... 50 47
Net assets available for benefits at end of year 56 50
The accompanying notes are an integral part of these financial statements.
Statement of changes in pension obligations
for the year ended March 31
(in thousands of Canadian dollars)
2020 2019
Pension obligations at beginning of year ... 122,943 134,646
INEEreSt ..o 1,966 2,626
Annuity payments and other items (Note 4) .... (15,809) (17,558)
Experience losses (gains) (Note 4) (345) 236
Losses due to change in discount rate assumptions (Note 4). 5,944 2,993
Losses due to change in mortality assumptions (Note 4) 62 -
Pension obligations at eNd Of YEAT (NOTE 3) ........c.iiiiieiiieiiiriei ettt bbbttt b bbbttt b et e b e b b ranene 114,761 122,943

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

Section 6—Interest-bearing debt | 253



Public Accounts of Canada 2019-2020

Government Annuities Account—continued

Notes to the financial statements for the year ended March 31, 2020

1. Authority, objective and responsibilities

The Government Annuities Account (the Account) was established in 1908 by the Government Annuities Act, as modified by the
Government Annuities Improvement Act.

The purpose of the Government Annuities Act was to assist individuals and groups of Canadians to prepare financially for their retirement
by purchasing Government Annuities. In 1975, the Government Annuities Improvement Act discontinued future sales of Government
Annuity contracts. Annuities are deferred until their maturity date, at which time payments to annuitants begin.

The Account is administered by Employment and Social Development Canada (ESDC) and operates through the Consolidated Revenue
Fund.

2. Significant accounting policies
(a) Basis of presentation

The financial statements of the Account are prepared in accordance with Canadian accounting standards for pension plans (Section 4600)
on a going concern basis. They are prepared in thousands of Canadian dollars, the Account’s functional currency. Section 4600 provides
specific accounting guidance on pension obligations. For accounting policies that do not relate to pension obligations, the Account
complies with International Financial Reporting Standards (IFRS) in Part | of the Chartered Professional Accountants (CPA) Canada
Handbook - Accounting. To the extent that IFRS in Part | are inconsistent with Section 4600, Section 4600 takes precedence.

The financial statements for the year ended March 31, 2020 were authorized for issue by the signatories on October 2, 2020.
(b) Pension obligations

The method utilized to calculate the pension obligations comprises, in respect of deferred and matured annuities, the present value of such
annuities determined on an actuarial basis using best estimate experience-adjusted mortality tables as at March 31, 2020. The discount
rates used to measure the present value are based on the Government of Canada’s cost of borrowing derived from the yields on the actual
zero-coupon yield curve for Government of Canada bonds which reflect the timing of the expected future cash flows.

(c) Services received without charge

Administrative services received without charge from ESDC are recorded in the statement of changes in net assets available for benefits
at their estimated cost. A corresponding amount is credited directly to the statement of changes in net assets available for benefits.

(d) Measurement uncertainty

The preparation of these financial statements requires management to make estimates and assumptions that affect the reported amount of
net assets available for benefits, pension obligations and interest at the date of the financial statements. The pension obligations depend
on factors that are determined on an actuarial basis using assumptions such as mortality and discount rates. Any changes in these
assumptions will impact the carrying amount of the pension obligations. The carrying amount of the pension obligations as at the end of
the reporting fiscal years is presented in Note 3. Actual results may differ significantly from the estimates and assumptions; therefore, it
is possible that the amounts for the pension obligations and related accounts could change materially in the near term. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that period or in the period
of the revision and future periods if the revision affects both current and future periods.
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Government Annuities Account—continued

Notes to the financial statements for the year ended March 31, 2020—continued

3. Pension Obligations

The Office of the Chief Actuary, an independent unit within the Office of the Superintendent of Financial Institutions Canada, performs
the annual actuarial valuation of the pension obligations every year as at March 31.

The pension obligations amounted to:

(in thousands of Canadian dollars)

2020 2019
Pension obligations:
DEFEITEA ANNUITIES ...ttt ettt et e et e et e e e et e e te et e eteeereeseeese e seenteeseeseeeneeasesnssensessnesns 3,359 4,239
IMIBEUFE BNINMUITIES ...ttt 111,402 118,704
114,761 122,943

The equivalent flat discount rates used in measuring the pension obligations as at March 31 and the related accrued interest for the year
were as follows:

2020 2019

PENSION OBIIGALIONS ...t 0.93% 1.72%
L1 PSP S PSPPI 1.72% 2.10%

The average age of annuitants was estimated to be 86.0 years and the remaining duration of the Account was estimated at 39 years as at
March 31, 2020.

The next actuarial valuation will be performed as at March 31, 2021.
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Government Annuities Account—continued

Notes to the financial statements for the year ended March 31, 2020—continued

4. Deficit to be financed by the Government of Canada

The Government Annuities Act provided authority for the Government of Canada to sell annuities to the Canadian public. The Government
of Canada entered into annuity contracts with a promise to pay the annuities and is required under the Act to keep an account, the
Government Annuities Account, within the accounts of Canada to record all transactions related to these annuities. These transactions
include all moneys received and paid relating to the granting of an annuity, unclaimed and reclaimed annuities and the obligations
representing the present value of prospective annuities contracted. It also includes the accrual of interest on the pension obligations.

(in thousands of Canadian dollars)

2020 2019

Deficit to be financed by the Government of Canada at beginning of Year...........c.ccccoveiviniinncn e 122,893 134,599
101 (=] SO S TSSO TP U PR T TR P U PP PRURORURPTOE 1,966 2,626
Reclaimed annuities 32 -
UNCIAIMEA BNNUILIES ...ttt bbb sttt b st ettt n b (84) (59)
ANNUITY PAYITIENES ....vcvttctteteteteteteseeeeeses st esee s b e e b e e e bbb e bbb b b eh s bbb bbb b eheh b e b b eheb b b ebebebebeb bbb eb et bbb eras (15,749) (17,469)
Premium refunds and other.. 14) (33)
Experience 10SSes (gains) .........cccovvvvrvrvrrirnrnrninnns (345) 236
Losses due to change in diSCOUNt rate aSSUMPLIONS........c.covrueuiririeriiinieierisieie ettt 5,944 2,993
Losses due to change in Mortality @SSUMPLIONS ..o 62 -
(8,188) (11,706)

Deficit to be financed by the Government of Canada at end 0f Year ............ccccovvviiiiiiis 114,705 122,893

Interest

Interest is recorded on an accrual basis and is calculated on the pension obligations using the equivalent flat discount rate at the end of the
prior fiscal year.

Reclaimed annuities

Reclaimed annuities represent previously unclaimed amounts of annuitants that could not be located. If the annuitants are subsequently
located, the actuarial present value of these annuities is paid.

Unclaimed annuities

Unclaimed annuities represent amounts of annuities that could not be paid because the annuitants could not be located.
Premium refunds

Premium refunds represent the full reimbursement of premiums upon the cancellation of an annuity contract at maturity.
Losses (gains) due to experience and changes in actuarial assumptions

At the end of any fiscal year, the amount of the pension obligations may be different than expected due to changes resulting from
experience adjustment and the effects of changes in actuarial assumptions.

As there are no new contracts purchased under the Government Annuities Act, the main sources of experience gains or losses are mortality
and retirements of existing members. Mortality gains and losses include changes in expected future payments due to death or survival of
annuitants and the difference between actual and expected benefit payments during the year.

Management’s best estimates of the pension obligations are based on mortality rates, used for the actuarial assessments of the Canada
Pension Plan, and discount rates. The pension obligations as at March 31, 2020 was estimated based on mortality rates used in the Thirtieth
Actuarial Report on the Canada Pension Plan.
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Government Annuities Account—concluded

Notes to the financial statements for the year ended March 31, 2020—concluded

5. Related party transactions

The Account is related to Government departments, agencies and Crown corporations through common control held by the Government
of Canada. There were no further significant transactions with related parties other than those described in note 2c) Services received
without charge. These administrative services include the following:

(in thousands of Canadian dollars)

2020 2019
T 1T [T 1,047 889
Operating costs ... 389 288
Actuarial services 123 103
Services reCeived WITNOUL CRAIGE ...........ooiiiiiiii ettt 1,559 1,280

6. Pension obligations calculated as per the Government Annuities Improvement Act and Government Annuities
Regulations

As per the Government Annuities Improvement Act and Government Annuities Regulations, expected future payments are to be discounted
using an annual interest rate of seven percent. Future payments are to be estimated using the mortality rates from the 1983 mortality tables
published by the Society of Actuaries, for individual and group annuities respectively, modified by Projection Scale G. Pension obligations
are to be initially recorded through the Government Annuities Account established within the Public Accounts of Canada. Based on the
Act and Regulations, the pension obligations are estimated at $85.4 million ($96.3 million in 2019).

Adjustments required to reflect the pension obligation using both experience-adjusted mortality rates and current discount rates in
accordance with Canadian accounting standards for pension plans were recorded in these financial statements and in the Public Accounts
of Canada.
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Royal Canadian Mounted Police (Dependants) Pension Fund
Management responsibility for financial statements

Responsibility for the integrity and fairness of the financial statements of the Royal Canadian Mounted Police (Dependants) Pension Fund
rests with the management of the Royal Canadian Mounted Police.

The financial statements of the Royal Canadian Mounted Police (Dependants) Pension Fund have been prepared in accordance with
Canadian accounting standards for pension plans. The financial statements include management’s best estimates and judgments where
appropriate.

To fulfill its accounting and reporting responsibilities, management has developed and maintained books, records, internal controls and
management practices designed to provide reasonable assurance as to the reliability of the financial information and to ensure that
transactions are in accordance with the Royal Canadian Mounted Police Pension Continuation Act and regulations as well as the Financial
Administration Act and regulations.

These financial statements have been audited by the Auditor General of Canada, the independent auditor for the Government of Canada.
Approved by:

Brenda Lucki
Commissioner

Jen O’Donoughue
Chief Financial Officer

August 17, 2020
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Public Accounts of Canada 2019-2020

Royal Canadian Mounted Police (Dependants) Pension Fund—continued
Independent Auditor’s Report

To the Minister of Public Safety and Emergency Preparedness

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the Royal Canadian Mounted Police (Dependants) Pension Fund (the Fund), which comprise
the statement of financial position as at 31 March 2020, and the statement of changes in net assets available for benefits and statement of
changes in pension obligations for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Fund as at
31 March 2020, and the changes in its net assets available for benefits and changes in its pension obligations for the year then ended in
accordance with Canadian accounting standards for pension plans.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Fund in accordance with the ethical requirements that are relevant to our audit of the financial statements in Canada, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian accounting
standards for pension plans, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Fund’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting unless management either intends to
liquidate the Fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

Section 6—Interest-bearing debt | 259



Public Accounts of Canada 2019-2020

Royal Canadian Mounted Police (Dependants) Pension Fund—continued
Independent Auditor’s Report—concluded

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Fund’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

— Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Fund’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Fund to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Report on Compliance with Specified Authorities
Opinion

In conjunction with the audit of the financial statements, we have audited transactions of the Royal Canadian Mounted Police (Dependants)
Pension Fund coming to our notice for compliance with specified authorities. The specified authorities against which compliance was
audited are the applicable provisions of the Financial Administration Act and regulations and the Royal Canadian Mounted Police Pension
Continuation Act and regulations.

In our opinion, the transactions of the Royal Canadian Mounted Police (Dependants) Pension Fund that came to our notice during the
audit of the financial statements have complied, in all material respects, with the specified authorities referred to above.

Responsibilities of Management for Compliance with Specified Authorities

Management is responsible for the Royal Canadian Mounted Police (Dependants) Pension Fund’s compliance with the specified
authorities named above, and for such internal control as management determines is necessary to enable the Royal Canadian Mounted
Police (Dependants) Pension Fund to comply with the specified authorities.

Auditor’s Responsibilities for the Audit of Compliance with Specified Authorities

Our audit responsibilities include planning and performing procedures to provide an audit opinion and reporting on whether the
transactions coming to our notice during the audit of the financial statements are in compliance with the specified authorities referred to
above.

Original signed by

Mélanie Cabana, CPA, CA
Principal

for the Auditor General of Canada

Ottawa, Canada
August 17, 2020
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Royal Canadian Mounted Police (Dependants) Pension Fund—continued

Statement of financial position
as at March 31

(in Canadian dollars)

2020 2019
Liabilities
Pension benefits payable (Note 3) 975,016 268,672
Net assets available for benefits (975,016) (268,672)
PenSion ODIIGATIONS (NOTE 4) .......viviiiiii bbbttt 9,196,307 11,456,528
Deficit to be financed by the Government of Canada (NOEE 5)..........cvuiviiriiiriiiiiiiii s (10,171,323) (11,725,200)
The accompanying notes are an integral part of these financial statements.
Approved by:
Brenda Lucki
Commissioner
Jen O’Donoughue
Chief Financial Officer
August 17, 2020
Statement of changes in net assets available for benefits
year ended March 31
(in Canadian dollars)
2020 2019
Net assets available for benefits, beginning of year (268,672) (75,901)
Increase in pension benefits payable (706,344) (192,771)
Net assets available for Denefits, ENd OF YEAT ...........co i (975,016) (268,672)
The accompanying notes are an integral part of these financial statements.
Statement of changes in pension obligations
year ended March 31
(in Canadian dollars)
2020 2019
Pension obligations, beginning of year 11,456,528 12,726,596
Net interest accrued on benefits 378,463 473,309
Past service contributions from participants 1,510 1,771
Experience losses 247,887 281,003
Changes in actuarial Assumptions (Note 6) 135,552 -
Survivor benefit payments and transfers to pension benefits payabl (3,023,633) (2,026,151)
Pension obligations, end of year 9,196,307 11,456,528

The accompanying notes are an integral part of these financial statements.
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Royal Canadian Mounted Police (Dependants) Pension Fund—continued

Notes to the financial statements for the year ended March 31, 2020

1. Description of the Fund
The following is a summary description of the Royal Canadian Mounted Police (Dependants) Pension Fund.
(a) General

The Royal Canadian Mounted Police (Dependants) Pension Fund (the Fund) was established in 1934 pursuant to the Royal Canadian
Mounted Police Act and is currently operated under Part IV of the Royal Canadian Mounted Police Pension Continuation Act (the Act)
(effective 1959) and the related regulations.

The Act provides for members of the Force, other than commissioned officers, appointed before March 1, 1949, the right to purchase
certain survivorship benefits for their dependants by payment of specified contributions.

The Royal Canadian Mounted Police (RCMP) is responsible for the management of the Fund and Public Services and Procurement Canada
(PSPC) provides the day-to-day administration of the Fund. The Office of the Chief Actuary (OCA) of the Office of the Superintendent
of Financial Institutions (OSFI) performs periodic actuarial valuations of the Fund.

All monetary transactions of the Fund are made through a specified purpose account in the Consolidated Revenue Fund (CRF).
The Fund is accounted for using the standards applicable to a defined benefit pension plan as described in Note 2(a).
(b) Funding policy

All eligible members have now retired and, as such, there are no more active members contributing to the Fund; however, retired members
may continue to make instalment payments in respect of previous elections made before their retirement.

The Act directs the Minister of Finance to have an actuarial valuation for funding purposes prepared at least every five years. If the actuarial
valuation discloses a surplus, the Governor in Council may, by order, increase the benefit payments. If there is an actuarial deficiency, the
Governor in Council may direct that there be amounts transferred to the Fund, out of any unappropriated moneys in the CRF, as may be
required to re-establish the solvency of the Fund.

(c) Survivor benefit payments

The following benefits, as applicable, are payable on the death of a member who has made the scheduled contributions and has left them
in the Fund.

i. Widow’s pension benefit

The widow is entitled to the pension purchased by the member. In many cases the pension benefit equals approximately 1.5% of the
member’s final pension benefit payment multiplied by his years of credited service. The pension benefit is payable for life with a guarantee
that the total payments shall be no less than the member’s contributions.

ii. Lump sum benefits

If a member is not survived by a widow, a lump sum payment is made to the dependants and relatives of the member who are, in the
opinion of the Minister, best entitled to share the benefit.

iii. Benefit limitations

Under certain circumstances, the basic death benefits payable to a surviving widow are reduced. This can occur when a member marries
after age 60; in that case, the value of the pension to the widow cannot exceed the lump sum payable if he were not survived by a widow.
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Royal Canadian Mounted Police (Dependants) Pension Fund—continued
Notes to the financial statements for the year ended March 31, 2020—continued
(d) Dividends on survivor benefit payments

The Act provides that if the Fund is substantially in excess of the amount required to make adequate provision for the prospective
payments, the Governor in Council may, by order, increase the benefits provided under Part IV of the Act in such manner as may appear
equitable and expedient. The authority of the Governor in Council is delegated to the Treasury Board under section 7(2) of the Financial
Administration Act.

To date, most of these benefit increases have taken the form of proportionate dividends applied to all basic death benefits, both accrued
and prospective.

(e) Withdrawal of contributions

A retired member who did not elect to withdraw his contributions from the Fund upon retirement retains the right to do so at any time
thereafter; however, all his rights under Part 1V of the Act and those of his dependants shall cease upon such election. All returns of
contributions are made without interest.

2. Significant accounting policies
(a) Basis of presentation

These financial statements present information on the Fund as a separate financial reporting entity independent of the sponsor and Fund
members, on a going concern basis. They are prepared to assist Fund members and others in reviewing the activities of the Fund for the
year, but they are not meant to portray the funding requirements of the Fund.

These financial statements are prepared in Canadian dollars, the Fund’s functional currency, in accordance with Canadian accounting
standards for pension plans in Part IV of the Chartered Professional Accountants (CPA) Canada Handbook, Section 4600. Section 4600
provides specific accounting guidance on investments and pension obligations.

For accounting policies that do not relate to either investments or pension obligations, the Fund complies with International Financial
Reporting Standards (IFRS) in Part | of the CPA Canada Handbook. To the extent that IFRS in Part | is inconsistent with Section 4600,
Section 4600 takes precedence.

The financial statements for the year ended March 31, 2020, were authorized for issue by the signatories on August 17, 2020.
(b) Significant accounting policies

The significant accounting policies are as follows:

i.  Survivor benefit payments

Benefits are recognized on an accrual basis as a reduction of pension obligations and net assets available for benefits upon the death of a
member who has made the scheduled contributions and has left them in the Fund or upon the death of a widow.

ii. Pension obligations

The pension obligations are determined based on the most recent actuarial valuation for funding purposes prepared by the OCA. The
valuation is updated annually based on data as at the financial statement date. The pension obligations are equal to the value of all future
benefits payable, discounted in accordance with actuarial assumptions, which are based on management’s best estimate assumptions.

iii. Services provided without charge and related party transactions

The Fund does not record the value of administrative services it receives without charge from various government departments and
agencies as they are insignificant in the context of the financial statements taken as a whole. These services include the following:

— Financial management and other support services from the RCMP;
— Actuarial valuation and other services from the OCA;

— Office of the Auditor General of Canada audit costs.
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Royal Canadian Mounted Police (Dependants) Pension Fund—continued
Notes to the financial statements for the year ended March 31, 2020—continued
(c) Sources of estimation uncertainty

In preparing these financial statements, management uses estimates and assumptions that primarily affect the reported amounts of
liabilities and related disclosures.

In making estimates and using assumptions, management relies on external information and observable conditions where possible. The
estimates and assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may differ
significantly from the estimates and assumptions.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimate is revised if the revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

The pension obligations are the most significant item where estimates and assumptions are used. The pension obligations depend on a
number of factors that are determined on an actuarial basis using a number of estimates and assumptions, such as discount rates (future
interest rates used to credit the Fund), mortality rates, proportion of members married, and age of new widows. The Fund consults with
external actuaries from the OCA regarding these estimates and assumptions annually. Any changes will impact the carrying amount of
the pension obligations. Details of these estimates and assumptions have been disclosed in Note 4.

3. Pension benefits payable

Pension benefits payable represent the lump sum benefits that became payable upon the death of members or widows during the year but
had not yet been paid at year end. At March 31, 2020, the pension benefits payable were $975,016 (2019 — $268,672).

4. Pension obligations

The pension obligations are determined based on the in-progress actuarial valuation being prepared for funding purposes as at
March 31, 2019, and the actuarial update for the Fund as at March 31, 2020. Actuarial valuations are to be performed not more than five
years apart. The last actuarial valuation for funding purposes was conducted as of March 31, 2016, and tabled in Parliament on
January 18, 2017. The actuarial valuation for funding purposes as of March 31, 2019, will be tabled in Parliament later in 2020.

The actuarial valuation for funding purposes as of March 31, 2016, disclosed an actuarial surplus of $1,348,000. On April 13, 2017, an
Order in Council approved that a portion of this surplus be distributed by annual effective increases in the pension amount of 1.9% as at
April 1, 2017, 1.9% as at April 1, 2018, and of 1.9% as at April 1, 2019, and by increases to lump sum death benefits and residual
payments.

The remaining balance of the actuarial surplus is intended to be used over the remaining life of the Fund for the payment of increases in
the pension benefits. At March 31, 2020, the average age of members was estimated to be 95.6 years and the average age of widows was
estimated to be 91.2 years. The remaining life of the Fund was estimated at 28 years based on the in-progress statutory actuarial valuation
as at March 31, 2019.

Management’s best estimate assumptions used in the determination of the pension obligations include economic and non-economic
assumptions. The non-economic assumptions include considerations such as mortality rates, proportion of members married, and age of
new widows. Mortality rates for members and widows are consistent with the in-progress actuarial valuation for funding purposes as at
March 31, 2019, and are based on mortality rates for male and female Regular Members from the actuarial report on the pension plan for
the Royal Canadian Mounted Police as at March 31, 2018. Mortality rates are reduced in the future with the same mortality improvement
assumptions made for the actuarial report on the pension plan for the Royal Canadian Mounted Police as at March 31, 2018, and are
consistent with the in-progress actuarial valuation for funding purposes as at March 31, 2019. The primary economic assumptions relate
to future interest rates used to credit the Fund. The interest rate is derived from the yield on a notional long-term portfolio of 20-year
Government of Canada bonds issued at prescribed interest rates and held to maturity, as at the date of the in-progress actuarial valuation
for funding purposes. The assumptions are evaluated for continued relevancy.

The valuation of pension obligations is updated annually for transactions occurring during the period, including experience gains due to
changes in the Fund’s member and widow population. The information in these financial statements is based on this annual updated
valuation of pension obligations conducted as at March 31, 2020. At that date, the present value of pension obligations was $9,196,307
(2019 - $11,456,528).

The interest rate for the year ended March 31, 2020, is 3.7% (2019 — 4.0%) per annum. The interest rate is estimated to decline to 2.4%
per annum by the year 2032 (2019 — 3.1% by the year 2031) and to rise to an ultimate level of 4.5% (2019 — 4.6%). Variations in any of
these assumptions can result in a significantly higher, or lower, estimate of the liability.

During the year, no amendments were made to the Fund (2019 — nil).
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Royal Canadian Mounted Police (Dependants) Pension Fund—concluded

Notes to the financial statements for the year ended March 31, 2020—concluded

5. Deficit to be financed by the Government of Canada

All transactions of the Fund are made through a specified purpose account in the CRF and are reported in the Public Accounts of Canada.
This includes receiving contributions, recording interest earned on the Fund and paying survivor benefits.

The government has a statutory obligation to pay benefits relating to the Fund. This pension obligation is to the survivors of the participants
who contributed to the Fund over the years. However, if the Fund is substantially in excess of the amount required to make adequate
provision for the prospective payments, the Governor in Council may increase benefits in order to disburse the surplus to the survivors.
As a result, the government has an obligation to the beneficiaries for the balance of the Fund as reported in the specified purpose account.

The following table illustrates these obligations as at March 31.:

(in Canadian dollars)

2020 2019
Opening balance, SPeCIfied PUIMPOSE @CCOUNT............cviiiiiiiiiiit ettt 12,777,676 14,055,572
Receipts and other credits ............c.c.cccovvene. 444,736 531,926
Payments and other charges...........c.cccoueuee. (2,317,287) (1,809,822)
Closing balance, specified purpose account....... 10,905,125 12,777,676
Deficit to be financed by the GOVErnmMent 0f CANAA ..o (10,171,323) (11,725,200)
EXCESS OWEA £0 DENETICIATIES .......eiveceiecee ettt ettt ettt e et e bt e e et e ete et e eaeeeteeateeteesaeeseeesseteenseeseeseesseesssenseensesseereans 733,802 1,052,476

6. Changes in actuarial assumptions

Changes in actuarial assumptions include changes to widow mortality, long term Fund yield and member mortality assumptions. At
March 31, 2020, the pension obligations increased by $135,552 (2019 — $nil) as a result of the changes in actuarial assumptions.

7. Uncertainties related to COVID-19

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) as a global pandemic, which
continues to spread in Canada and around the world. It is important to note that the COVID-19 pandemic is a very fluid situation that will
likely continue to evolve for some time. We have estimated the impacts on the Fund based on the information known at the time the
financial statements were prepared. The final impacts of this health and economic crisis will likely generate some differences in the future.
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Public Accounts of Canada 2019-2020

Cash and accounts receivable

This section contains information on accounts reported on the Consolidated Statement of Financial Position under Cash and accounts
receivable.

Table 7.1

Cash and accounts receivable

(in dollars)

2020 2019

Cash and cash equivalents, Table 7.2..... 37,242,425,375 37,635,452,363
Taxes receivable, Table 7.3.........cccccc.c... 121,098,145,465 127,561,145,852
Other accounts receivable, Table 7.5... 15,374,487,292 11,844,736,234
Total cash and accounts receivable . 173,715,058,132 177,041,334,449

Cash and cash equivalents

Cash consists of public moneys on deposit and cash in transit at March 31. Cash in bank consists of public moneys on deposit to the credit
of the Receiver General for Canada, with the Bank of Canada, chartered banks and other financial institutions. Cash with the Bank of
Canada includes operational balances and balances held for the Prudential Liquidity Fund. Cash in transit consists of public moneys
received by public officers prior to April 1, but not deposited by that date as well as cash held by consolidated Crown corporations and
other entities. Outstanding cheques and warrants are deducted to arrive at the closing cash balance.

Cash equivalents consist mainly of term deposits resulting from auctions administered by the Bank of Canada and the Department of
Finance on behalf of the Minister of Finance. The short term deposits, denominated in Canadian dollars, are made from a portion of the
daily surplus of cash balance and have a short term maturity, usually not exceeding 31 calendar days.

Table 7.2
Cash and cash equivalents
(in dollars)
2020 2019
Cash in bank
Canadian currency* 30,438,068,251 23,526,364,074
Foreign currencies? 841,539,942 794,639,918
Special deposits® 75,000,000 75,000,000
Total cash in bank 31,354,608,193 24,396,003,992

Cash in transit
Cash in hands of COHECtOrs AN IN ErANSIE..........cc.eeuieieeeeeeee ettt et e e ete et eereeereeeeereeseeneeeseeses 6,418,087,547 8,560,450,710

Other cash—Consolidated Crown corporations and other entities®.. 1,208,059,000 984,028,000
Total cash in transit 7,626,146,547 9,544,478,710

Less: Outstanding cheques and warrants
OULSTANDING CRBAUESS ........oviiii ettt bbb 5,088,360,084 4,750,061,543
Imprest account cheques® 5,281 4,796
Total outstanding cheques and warrants. 5,088,365,365 4,750,066,339
Total cash 33,892,389,375 29,190,416,363
CASN EQUIVAIBNES ...ttt bbbtk h s bbb bt e b e bt e b st ettt n e benen 3,350,036,000 8,445,036,000
Total cash and CaSh EQUIVAIENLS ............eiiiiiiecet ettt 37,242,425,375 37,635,452,363

1 Included in Canadian currency is $20 billion ($20 billion in 2019) with respect to the Prudential Liquidity Fund.

2 These balances denominated in US dollars include cash and cash equivalents which have been translated into Canadian dollars at March 31.

3 These are balances in the hands of financial institutions for the reimbursement of GST refund payments issued by the ministére du Revenu du Québec on behalf of the
government.

These funds are not public moneys to the credit of the Receiver General for Canada but are for the exclusive use of consolidated Crown corporations and other entities.

5 Receiver General cheques issued in Canadian dollars, and outstanding are recorded in this account. Cheques outstanding for 10 years are transferred to other revenues. During
the year, an amount of $70,300,062 ($65,086,396 in 2019) was transferred to other revenues. Cheques in foreign currencies are credited to the government’s cash account at
the time of issue.

Imprest account cheques issued and unpaid at March 31, with the exception of those outstanding for 10 years or more (which have been transferred to other revenues), are
recorded in this account.
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Taxes receivable

Taxes receivable include amounts assessed by Canada Revenue Agency and the Canada Border Services Agency but not yet collected, as
well as estimates of unassessed taxes at year end. Amounts receivable also include related amounts for interest and penalties.

Taxes receivable include taxes, premiums and contributions collectable on behalf of others such as provincial and territorial governments
and the Canada Pension Plan. These amounts have also been included in liabilities.

The government establishes an allowance for doubtful accounts to reduce the carrying value of the taxes receivable to amounts that
approximate their net realizable value.

Table 7.3 presents taxes receivable by tax stream. Amounts receivable that are written off or forgiven are included in Section 2 of
Volume 111 (Debts, obligations and claims written off or forgiven).

Table 7.3
Taxes receivable as at March 31
(in dollars)
2020 2019
Gross taxes Allowance for Net taxes Gross taxes Allowance for Net taxes
receivable doubtful accounts receivable receivable doubtful accounts receivable

Taxes receivable
Income taxes receivable

Individuals 67,818,595,915 8,264,901,856  59,553,694,059 70,465,757,148 7,560,795,187  62,904,961,961
Employers... 20,848,406,922 1,191,585,487 19,656,821,435 21,993,133,398 1,152,431,878 20,840,701,520
Corporations.. 19,597,523,028 2,834,220,756  16,763,302,272 20,296,700,593 2,976,231,550  17,320,469,043
Non-residents..... 2,135,586,916 130,261,556 2,005,325,360 2,027,133,502 96,756,886 1,930,376,616
Goods and services taxes receivable........... 24,147,888,754 2,950,739,582  21,197,149,172 24,594,850,908 2,491,668,152  22,103,182,756
Customs import duties receivable............... 646,869,344 94,981,789 551,887,555 809,485,262 80,114,671 729,370,591
Other excise taxes and duties receivable..... 1,561,019,448 191,053,836 1,369,965,612 1,933,206,812 201,123,447 1,732,083,365
TOtAl v 136,755,890,327 15,657,744,862 121,098,145,465 142,120,267,623 14,559,121,771  127,561,145,852
Table 7.4
Aging of taxes receivable
(in dollars)
2020 2019

Taxes receivable

82,880,807,553 92,967,829,675

10,045,430,309 7,813,139,743

6,110,969,526 5,855,837,635

5,326,623,950 5,899,196,411

5,755,789,452 4,743,307,764

26,636,269,537 24,840,956,395

TOTAL Lot 136,755,890,327 142,120,267,623

Tax receivables based on estimates of unassessed taxes at year end are included in current receivables.
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Other accounts receivable

Other accounts receivable represent billed but uncollected amounts or accrued financial claims arising from amounts owed to the
government for use of its assets or from the proceeds for provision of services, and cash collateral pledged to counterparties, as of
March 31.

Amounts receivable written off or forgiven are included in Section 2 of Volume |11, (Debts, obligations and claims written off or forgiven).

Table 7.5

Other accounts receivable as at March 31

(in dollars)

2020 2019
Gross Allowance for Net Gross Allowance for Net
receivables doubtful accounts receivables receivables doubtful accounts receivables

Other receivables ..........coovierriieerieiieins 6,953,802,627 1,526,746,827 5,427,055,800 6,139,960,212 1,454,055,724 4,685,904,488
Cash collateral pledged to counterparties 9,974,647,492 - 9,974,647,492 7,162,663,746 - 7,162,663,746
Less: Consolidation adjustment 27,216,000 - 27,216,000 3,832,000 — 3,832,000

Total .... 16,901,234,119 1,526,746,827  15,374,487,292 13,298,791,958 1,454,055,724  11,844,736,234

1 Cash collateral pledged to counterparties represents collateral support under International Swaps and Derivatives Association master agreements in respect of outstanding
Cross-currency swap arrangements.

Table 7.6
Aging of other accounts receivable

(in dollars)

2020 2019

Other receivables
INOE PASE AU ...ttt bt b bt bbb bt e E bbbt e b b e b e b bbbt eh bbbt b 3,858,866,653 3,113,549,704
Number of days past due

160,524,709 200,663,839

83,248,738 73,894,847

61t0 90... 62,416,050 62,024,009

91 to 365. 305,043,929 353,760,672

Over 365 956,955,721 882,011,417
Sub-total 5,427,055,800 4,685,904,488
Cash collateral pledged to counterparties 9,974,647,492 7,162,663,746
Less: Consolidation adjustment... 27,216,000 3,832,000
TORAD .t E e E b E b b h bbb bbb bbbt 15,374,487,292 11,844,736,234
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Foreign exchange accounts

Foreign exchange accounts represent financial claims and obligations of the government as a result of Canada’s foreign exchange
operations. Financial claims and obligations denominated in foreign currencies are reported at Canadian dollar equivalents at March 31.
Investment income from the foreign exchange accounts and net gains and losses resulting from the translation of the net assets denominated
in foreign currencies, to Canadian dollar equivalents as at March 31, are recorded in foreign exchange net revenues on the Consolidated

Statement of Operations and Accumulated Deficit.

Table 8.1 presents the continuity of each foreign exchange account, by showing the opening and closing balances, as well as payments
and other charges and receipts and other credits. It should be noted, however, that this table excludes unmatured debt payable in foreign
currencies, amounting to $15,941 million as at March 31, 2020 ($16,011 million as at March 31, 2019); details relating to these obligations
are presented in Table 6.1 of Section 6 of this volume. A narrative description is provided for accounts reported in some tables. Such

descriptions follow the same presentation order as their respective tables.

Table 8.1
Foreign exchange accounts
(in dollars)
Payments and Receipts and
April 1, 2019 other charges other credits March 31, 2020
International reserves held in the Exchange Fund Account, Table 8.2....... 107,199,618,096 36,998,430,570 32,181,520,503 112,016,528,163
International Monetary FUNd—SUBSCTiptions...........ccccriiiiicciciciciins 20,449,334,500 728,679,800 - 21,178,014,300
International Monetary FUNG—LO0ans ...........ccoeeiueiimnieinniecesecsee s 545,741,000 11,780,841 189,054,861 368,466,980
128,194,693,596 37,738,891,211 32,370,575,364 133,563,009,443
Less:
International Monetary Fund—Notes payable ...........c.cccoovceiinncinnnnns 17,398,419,500 823,380,998 581,563,442 17,156,601,944
Special drawing rights allocations ...............cccoovrvriiriiiniiiiis 11,107,889,140 - 395,812,100 11,503,701,240
28,506,308,640 823,380,998 977,375,542 28,660,303,184
TOMAl i 99,688,384,956 38,562,272,209 33,347,950,906 104,902,706,259
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International reserves held in the Exchange Fund Account

This account records the moneys advanced from the government to the Exchange Fund Account, in Canadian and other currencies, for
the purchase of foreign currencies and securities, and special drawing rights (SDRs).

The Exchange Fund Account is operated under the provisions of the Currency Act. The financial statements at March 31, 2020, are found
at the end of this section.

In 2020, payments and other charges consisted of advances to the Exchange Fund Account in the amount of $29,477 million, a net
valuation adjustment of $5,238 million and an adjustment of $2,283 million to recognize the net income of the Exchange Fund Account
for the period April 1, 2019, to March 31, 2020. Receipts and other credits consisted of repayments of advances of $32,182 million.

Table 8.2
International reserves held in the Exchange Fund Account

(in millions of dollars)

2020 2019
US dollar cash and cash equivalents 6,014 4,904
US dollar short-term deposits...... - 268
US dollar marketable securities... 62,636 59,234
Euro cash and cash equivalents... 488 250
Euro marketable securities.................. 17,538 17,646
British pound sterling cash and cash equivalents... 168 450
British pound sterling marketable securities... . 8,045 9,775
Japanese yen cash and cash equivalents...... . 14 6
Japanese yen marketable securities . . 5,266 3,678
Special drawing rights...... . 11,848 10,989
Total ..o 112,017 107,200
Advances by the Consolidated Revenue Fund were denominated as follows:
US QOHIAF .. s 74,116 68,165
17,666 17,288
British pound sterling . . 7,840 10,062
Japanese yen . 5,266 3,640
Special drawing rights (2020, SDR 3,435 million; 201 6,599 6,372
Canadian dollar (1,753) 191
Total advances from the Consolidated Revenue Fund .... 109,734 105,718
2,283 1,482
L0 - OO ST TP PTRO 112,017 107,200
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International Monetary Fund

Subscriptions
This account records the value of Canada’s subscription (its “quota™) to the capital of the International Monetary Fund (IMF).

The amount by which the sum of Canada’s subscriptions plus loans to the IMF under special facilities exceeds the IMF’s holdings of
Canadian dollars represents the amount of foreign exchange which Canada is entitled to draw from the IMF on demand for balance of
payments purposes. The subscription is expressed in terms of SDR, a unit of account defined in terms of a “basket” of five major currencies,
the Euro, the US dollar, the British pound sterling, the Japanese yen and the Chinese renminbi.

Canada has accumulated its subscriptions through settlements to the IMF in Canadian dollars, gold and SDRs. Annual maintenance of
value payments are made to, or received from, the IMF when the Canadian dollar depreciates or appreciates against the SDR, in order to
maintain the SDR-value of the IMF’s holdings of Canadian dollars.

In 2020, payments and other charges consisted of a valuation adjustment of $729 million.
Loans

This account records the value of interest-bearing loans made under Canada’s multilateral and bilateral lending arrangements with the
IMF. The purpose of these arrangements is to provide temporary resources to the IMF which works to promote economic growth and
safeguard the stability of the international monetary system.

There are two outstanding lending arrangements with the IMF outside of the quota system: the New Arrangements to Borrow (NAB) and
the temporary bilateral borrowing agreement.

Canada’s current participation in the NAB is governed by the November 2012 NAB Decision which incorporated technical amendments
made as a result of the IMF’s 14th General Review of Quotas. The maximum lending by Canada to the IMF under these arrangements is
SDR 3,874 million. As at March 31, 2020, SDR 192 million or $368 million (SDR 294 million or $546 million in 2019) in lending has
been provided by Canada to the IMF under the NAB. In November 2016, Canada’s participation in the NAB was renewed through
November 2022.

In early 2017, Canada extended a temporary bilateral credit line to the IMF in the amount of SDR 8,200 million for a maximum period of
four years, as part of a collective effort with 34 other nations to foster global economic and financial stability.

Collectively, pursuant to the Bretton Woods and Related Agreements Act, the outstanding loans under multilateral and bilateral
arrangements with the IMF cannot exceed SDR 12,074 million, or any other amount that may be fixed by the Governor in Council, at any
given time. Commitments under the NAB and bilateral borrowing agreement fall within this limit.

At March 31, 2020, a total of SDR 192 million or $368 million was outstanding under these arrangements. Amounts advanced under these
arrangements are considered part of the Official International Reserves of Canada.

Notes payable

This account records non-marketable, non-interest bearing notes issued by the government to the IMF. These notes are payable on demand
and are subject to redemption or re-issue, depending on the needs of the IMF for Canadian currency.

Canadian dollar holdings of the IMF include these notes and a small working balance (initially equal to one-quarter of one percent of
Canada’s subscription) held on deposit at the Bank of Canada. In 2020, notes payable to the IMF decreased by $242 million.

Special drawing rights allocations

This account records the value of SDRs allocated to Canada by the IMF. The SDR is an international currency created by the IMF, and
allocated to countries participating in its Special Drawing Rights Department. It represents a liability of Canada, as circumstances could
arise whereby Canada could be called upon to repay these allocations, in part or in total.

As an asset, SDRs represent rights to purchase currencies of other countries participating in the IMF’s Special Drawing Rights Department,
as well as to make payments to the IMF itself. All SDRs allocated to Canada by the IMF have either been used to settle subscriptions in
the IMF, or have been advanced to the Exchange Fund Account.

There was no allocation of SDRs by the IMF to Canada during the year. In 2020, receipts and other credits consisted of a valuation
adjustment of $396 million.
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Supplementary statement
Exchange Fund Account

Statement of financial position (unaudited)
as at March 31

(in millions of Canadian dollars)

2020 2019
Financial assets
Cash and cash equIValENts (INOE 2, INOLE 3)......c.ccuiueuiirieieiiieie etttk ettt et bbbt b bttt b et e b b anene 6,684 5,878
Investments (Note 2, Note 3)
IMIATKEEADIE SECUITEIES ...ttt ettt ettt et e et e ete et e et e e aeete e st e steeeaeeseeeseenteesseeseeseeeseeeseenseensessaeseeaseeansenteensensen 93,485 90,333
Special drawing rights 11,848 10,989
Total investments .... 105,333 101,322
Total financial assets 112,017 107,200
Liabilities
Due to the Consolidated Revenue Fund (Note 4).... 112,017 107,200
The accompanying notes are an integral part of these financial statements.
Paul Rochon
Deputy Minister
Department of Finance
Darlene Bess, CPA, CA
Chief Financial Officer
Department of Finance
Statement of operations (unaudited)
for the year ended March 31
(in millions of Canadian dollars)
2020 2019
Net revenue from investments
Marketable securities
L0 (=] TSSOSO T PP SR PRO 1,458 1,492
Net gains (losses) on sale of marketable securities... 702 (22)
Transaction costs and other............. ) )
Interest on cash and cash equivalents 99 84
Interest on special drawing rights .. 96 106
Total net revenue from INVESTMENLS ...........cooiiiiiiiiiii bbb 2,353 1,658
Other
Net foreign exchange loss... (70) (176)
2,283 1,482

Net revenue for the year (Note 2)

The accompanying notes are an integral part of these financial statements.
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Exchange Fund Account—continued

Notes to the financial statements for the year ended March 31, 2020 (unaudited)

1. Authority and objectives

The Exchange Fund Account (the Account) isgoverned by Part 11 of the Currency Act. The Account is inthe name of the Minister of
Finance and is administered by the Bank of Canadaas fiscal agent. The Financial Administration Actdoes not apply tothe Account.

The legislative objectives of the Account are to aid in the control and protection of the external value of the Canadian dollar and to provide
a source of liquidity for the government, if required. The Minister of Finance empowers the Account to acquire, borrow, sell or lend assets
deemed appropriate for this purpose, in accordance with the Account’s Statement of Investment Policy.

Assets held in the Account are managed to provide liquidity to the government and to promote orderly conditions for the Canadian dollar
in foreign exchange markets, if required. Canada’s current policy is to intervene in foreign exchange markets on a discretionary, rather
than a systematic basis and only in the most exceptional of circumstances. Since September 1998, no transactions have been aimed at
moderating movements in the value of the Canadian dollar.

In accordance with the Currency Act, the net revenue for the year is paid to or charged to the Consolidated Revenue Fund (CRF) of the
Government of Canada within three months after the end of the fiscal year. The Minister of Finance reports to Parliament on the operations
of the Account within the first 60 days on which Parliament is sitting after the end of the fiscal year. These statements have been prepared
by the Department of Finance.

2. Significant accounting policies

As stipulated in the Currency Act, the financial statements of the Account are prepared in a manner consistent with the accounting policies
used by the Government of Canada to prepare its financial statements.

(a) Revenue recognition

Revenue from investments is recognized on an accrual basis and includes interest earned (including the amortization of premiums and
discounts), gains or losses on sales of securities, and revenues from securities-lending activities. Interest is accrued on short-term deposits,
deposits held under repurchase agreements, marketable securities, and special drawing rights (SDRs).

(b) Expense recognition

The Account’s administrative, custodial, and fiscal agency services are provided and paid for by the bank and the Department of Finance.
These costs have not been recognized in the statements.

In addition, the notional cost of the funding of the Account’s assets and advances from the CRF is not recognized in the statements.
(c) Financial assets

Cash and cash equivalents

Cash and cash equivalents consists of cash on hand and short-term deposits. Short-term deposits are measured at cost and are generally
held to maturity. The resulting revenue is included in Interest on cash and cash equivalents.

Deposits held under repurchase agreements

Deposits held under repurchase agreements are measured at cost. The resulting revenue is included in Net revenue from investments.
As at March 31, 2020, the Account did not hold any deposits held under repurchase agreements ($nil at March 31, 2019).

Marketable securities

Purchases and sales of securities are recognized at the settlement dates. Marketable securities are measured at cost and are adjusted
for amortization of purchase discounts and premiums on a straight-line basis over the term to maturity of the security. The carrying
value of marketable securities includes accrued interest.

On derecognition of a security, the difference between the asset’s carrying amount and the sum of the consideration received and
receivable is recognized in Net revenue from investments.
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Exchange Fund Account—continued
Notes to the financial statements for the year ended March 31, 2020 (unaudited)—continued

Impairment

The Bank assesses at the end of each reporting period whether there has been a loss in the carrying value of short-term deposits, deposits
held under repurchase agreements, and marketable securities. When conditions indicate that the decline in value is other-than temporary,
these assets are re-measured at their recoverable amount with the amount of the impairment loss recognized in Net revenue from
investments in the Statement of operations.

Securities-lending program

Under the securities-lending program, the Account has agency agreements with two major financial institutions. Loans of securities are
effected on behalf of the Account by these agents, who guarantee the loans and obtain collateral of equal or greater value from approved
counterparties. These transactions can range from 1 to 31 days in duration. The securities loaned continue to be accounted for as investment
assets. Income on securities-lending transactions is included in Interest in the Statement of operations.

Special drawing rights (SDRs)

The SDR serves as the unit of account for the International Monetary Fund (IMF) and its value is based on a “basket” of five major
currencies: the Euro, the US dollar, the British pound sterling, the Japanese yen, and the Chinese renminbi.

SDRs are initially recognized at cost and are subsequently re-measured at each reporting date into Canadian dollars at market
exchange rates.

Translation of foreign currencies and SDRs

Assets denominated in foreign currencies and SDRs are translated into Canadian-dollar equivalents at the rates prevailing as of March 31,
which were as follows:

2020 2019
L8 IS (0] LSOO T RSO URTOPP PRSP 1.4076 1.3362
Euros .......... 1.5522 1.4989
Japanese yen.......... 0.0131 0.0121
British pound sterling.. 1.7485 1.7400
SRS ettt R e h e E e R R R R e R R R SR e R R ek E £ R e R R e eR e SR £ R R e LR R e e R £ e R e AR e R e e R e e R e R e R e e e e Rt e Rt e bt e r et e et e r e i s 1.9211 1.8550

Gains or losses resulting from the translation of assets and advances from the CRF denominated in foreign currencies and SDRs, as well
as from transactions throughout the year, are recognized as Net foreign exchange gain (loss) and are included in the Statement of
operations.

Investment revenue in foreign currencies and SDRs is translated into Canadian dollars at the foreign exchange rates prevailing on the date
the revenue is earned.

(d) Use of estimates and measurement uncertainty

The preparation of the statements requires the Bank’s management to make estimates and assumptions based on information available as
of the date of the statements. Significant judgements and estimates are primarily applied in the determination of whether an impairment
exists and in the measurement of fair value where quoted prices do not exist (Note 3).
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Exchange Fund Account—continued

Notes to the financial statements for the year ended March 31, 2020 (unaudited)—continued

3. Financial instruments

Fair value of financial assets

(in millions of Canadian dollars)

March 31, 2020 March 31, 2019
Carrying amount Fair value Carrying amount Fair value
Cash and cash equivalents
UsS dollar-... 6,014 6,014 4,904 4,904
488 488 250 250
Japanese yen 14 14 6 6
British pound sterling 168 168 450 450
Short-term deposits - - 268 268
Total cash and cash eqUIVAIENTS ... 6,684 6,684 5,878 5,878
Investments
Marketable securities
uUsS dollar ... 62,636 67,021 59,234 59,328
Euro..... 17,538 17,655 17,646 17,872
Japanese yen.. 5,266 5,259 3,678 3,692
British pound sterling ... 8,045 8,403 9,775 10,159
Total marketable securities.... 93,485 98,338 90,333 91,051
SDRs..... 11,848 11,848 10,989 10,989
Total investments... 105,333 110,186 101,322 102,040
Total fINANCIAL ASSELS......cvveiveieeeeeecie ettt ettt et re et eereeeee e 112,017 116,870 107,200 107,918

The estimated fair value of Cash and cash equivalents approximates their carrying value, given their short term to maturity.

The estimated fair values of Marketable securities are based on quoted market prices and include accrued interest. If such prices are not
available, the fair value is determined by discounting future cash flows using an appropriate yield curve.

Since SDRs are translated into Canadian-dollar equivalents at the rates prevailing at the statements’ date, the carrying value approximates
fair value on the reporting date.

There were no impairments recognized in 2020 ($nil in 2019).
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Exchange Fund Account—continued
Notes to the financial statements for the year ended March 31, 2020 (unaudited)—continued
Credit risk

Credit risk is the risk that a counterparty to a financial contract will cause a loss to the Account by failing to discharge its obligations in
accordance with agreed upon terms.

To ensure that the Account’s asset portfolio is prudently diversified with respect to credit risk, the Statement of Investment Policy
prescribed by the Minister of Finance specifies limits on holdings by class of issuer (sovereign, agency, supranational, corporation or
commercial financial institution), by any one issuer or counterparty, and by type of instruments.

The Statement of Investment Policy also specifies the treatment of holdings that do not meet eligibility criteria or limits due to exceptional
circumstances such as ratings downgrades.

With respect to the Statement of Investment Policy, the Account may hold fixed income securities of highly rated sovereigns, central
banks, government-supported entities and supranational organizations. To be eligible for investment, an entity must have an acceptable
credit rating informed by external credit ratings and internal credit analysis. The Account may also make deposits and execute other
transactions, up to prescribed limits, with commercial financial institutions that meet the same rating criteria.

As stipulated in the Currency Act, the Minister of Finance may appoint agents to perform services concerning the Account. Through the
securities-lending program, agents can lend securities only up to a prescribed maximum amount and only to a list of approved
counterparties. Each borrower must enter into a Securities Loan Agreement with at least one of the agents. Borrowers are also required to
provide collateral for securities borrowed according to a specific list approved by the government, with collateral limited to specific
security types, terms to maturity, and credit ratings.

The agents also provide an indemnity in the event of default by the borrower. The Account enters into securities lending transactions in
order to increase its return on investments.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in market prices.
Market risk comprises three types of risk: interest rate risk, currency risk, and other price risk. Interest rate risk is the risk that the fair
value or future cash flows of a financial instrument will fluctuate due to changes in market interest rates. Currency risk is the risk that the
fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign exchange rates. Other price risk is the
risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices, other than those
arising from interest rate risk or currency risk. The Account is not exposed to significant other price risk.

Interest rate and currency risks are managed, with due consideration of the risk to the Government of Canada, through the asset-liability
management policy. This policy utilizes a strategy of matching the duration structure and the currency of the Account’s assets with the
foreign currency borrowings of the Government of Canada that notionally finance the Account’s assets. Other price risks are mitigated by
holding high quality liquid assets.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting its obligations associated with financial liabilities. Liquidity
risk is minimized by limiting the portion of the Government of Canada’s foreign liabilities that needs to be renewed within a one-year
period. In addition, liquidity risk is mitigated by holding short-term investments that are matched to the Government of Canada’s maturing
liabilities in foreign currencies.

Securities lending

As at March 31, 2020, there were no loaned securities in the EFA’s investments ($nil at March 31, 2019).
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Exchange Fund Account—concluded

Notes to the financial statements for the year ended March 31, 2020 (unaudited)—concluded

4. Due to the Consolidated Revenue Fund (CRF)

The Account is funded by the Government of Canada through interest-free advances from the CRF. Advances to the Account from the
CRF are authorized by the Minister of Finance under the terms and conditions prescribed by the Minister of Finance. Pursuant to Section 19

of the Currency Act, these advances are limited to US $150 billion by order of the Minister of Finance effective March 26, 2015.

The CRF advances the proceeds of the Government of Canada’s borrowings in foreign currencies and allocations of SDRs by the IMF to
the Account. Subsequent repayments of foreign currency debt are made using the assets of the Account and result in reductions of foreign

currency advances from the CRF.

The Account requires Canadian-dollar advances to settle its purchases of foreign currencies. Canadian dollars received from sales of

foreign currencies are remitted to the CRF. This, together with foreign currency payments made on behalf of the Government of Canada,
causes reductions in the level of outstanding Canadian-dollar advances and can result in overall net deposits of Canadian-dollars by the

Account with the CRF.
At March 31, advances from the CRF were composed of the following currencies:

Currency composition of advances from the CRF
(in millions of Canadian dollars)

2020 2019
US dollars.... 74,116 68,165
...................... 17,666 17,288
7,840 10,062
5,266 3,640
6,599 6,372
SUDEOtAI—FOTEIGN CUITENCIES. ... vtttk b etk a b b e b s bbb e b s £ e b e bbbt b e b s et ke bt b et ettt b bt r e 111,487 105,527
(1,753) 191
2,283 1,482
1 | OSSOSO SE S U USSPt 112,017 107,200
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Loans, investments and advances

Loans, investments and advances is a category of financial claims represented by debt instruments and ownership interests acquired
through the use of parliamentary appropriations, except for the portion of the investment balances representing adjustments for the equity
of enterprise Crown corporations and other government business enterprises. Some of these appropriations permit repayments to be used
for further loans and advances. Details of the use of non-budgetary appropriations, for loans, investments and advances, can be found in
the ministerial sections of VVolume I1.

The investment in enterprise Crown corporations and other government business enterprises is accounted for under the modified equity
method and is carried at cost which is adjusted for the annual profits or losses of the enterprises and reduced by any dividends paid by the
corporations to the government. Under the modified equity method, the accounting policies of the enterprise Crown corporations and other
government business enterprises are not adjusted to conform to the government’s accounting policies. The government also reports any
amounts receivable from or payable to these corporations and where the government has advanced funds to the corporations to support
their direct lending activities, the amounts are recorded as loans and advances by the government.

Other loans, investments and advances are initially recorded at cost and are subject to annual valuation to reflect reductions from the
recorded value to the approximate net recoverable value. Foreign currency transactions are translated and recorded in Canadian dollar
equivalents at the exchange rates prevailing at the transaction dates. Balances of loans, investments and advances resulting from foreign
currency transactions are reported at year-end closing rates of exchange; net gains and losses related to these sovereign loans are presented
with the return on investments from these loans under other program revenues.

The allowance established to reflect reductions from the recorded value to the approximate net recoverable value of financial claims held
by the government has been authorized by the Minister of Finance and the President of the Treasury Board, under subsection 63(2) of the
Financial Administration Act.

Revenues received during the year on loans, investments and advances, are credited to other revenues. Details can be found in Section 3
of this volume and in Section 10 of Volume I1I.

Table 9.1
Loans, investments and advances
(in dollars)
Payments and Receipts and
April 1, 2019 other charges other credits March 31, 2020
Enterprise Crown corporations and other
government business enterprises, Table 9.2..... 108,169,210,200 61,607,485,847 44,669,001,194 125,107,694,853
Portfolio investments, Table 9.10.... 68,427,254 - 2,545 68,424,709
National governments including developing countries, Table 9.11 881,876,462 72,370,369 504,100,163 450,146,668
International organizations, Table 9.12 23,741,309,479 1,205,841,539 22,917,118 24,924,233,900
Provincial and territorial governments, Table 9.13 406,651,073 - 60,202,168 346,448,905
Other loans, investments and advances, Table 9.14 30,048,543,172 7,034,571,551 5,739,625,702 31,343,489,021
163,316,017,640 69,920,269,306 50,995,848,890 182,240,438,056
Less: allowance for valuation............c.cccceeieiinceniciscc e 29,404,277,075 1,706,577,513 1,371,746,006 29,739,108,582
TOMAD o 133,911,740,565 68,213,691,793 49,624,102,884 152,501,329,474
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Enterprise Crown corporations and other government business enterprises

Loans and advances to, and investments in, enterprise Crown corporations and other government business enterprises represent the balance
of financial claims held by the government against corporations and enterprises for working capital, capital expenditures and other
purposes, investments in the capital stock of corporations, and loans and advances to corporations and enterprises for re-lending.

A Crown corporation means a parent Crown corporation or a wholly-owned subsidiary; a parent Crown corporation is wholly-owned
directly by the Crown; a wholly-owned subsidiary is wholly-owned by one or more parent Crown corporations directly or indirectly
through any number of subsidiaries.

Enterprise Crown corporations are a type of government business enterprise and are defined as those Crown corporations which are not
dependent on parliamentary appropriations and whose principal activity and source of revenue is the sale of goods and services to outside
parties. These include select Crown corporations listed in Part I, all the Crown corporations listed in Part 1l of Schedule I11 of the Financial
Administration Act and the Bank of Canada. Although a Crown corporation, the Canada Pension Plan Investment Board is not part of the
government reporting entity since its mandate is to manage an investment portfolio on behalf of the Canada Pension Plan which is itself
excluded from the reporting entity.

There are also a number of self-sustaining government business enterprises that are not considered Crown corporations, but which are
controlled by the government and in most cases accountable to Parliament through a Minister of the Crown for the conduct of their affairs.
These are referred to as “other government business enterprises” and include the various Canada Port Authorities.

Most of the enterprise Crown corporations and other government business enterprises are agents of Her Majesty for the conduct of all or
part of their activities. This status is granted in one of the following ways:

— designation by Parliament, through a special act of incorporation;
— statutory authorization; or
— proclamation by the Government Corporations Operation Act.

Further information on the business and activities of all parent Crown corporations and information on all Crown corporations and other
corporate interests of Canada is provided in the annual report entitled Inventory of Federal Organizations and Interests. Audited financial
statements of parent Crown corporations are made available and published on their respective websites.
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Table 9.2
Enterprise Crown corporations and other government business enterprises
(in dollars)
Payments and Receipts and
April 1, 2019 other charges other credits March 31, 2020
Investments

Investments and accumulated profits/losses, Table 9.4........

Loans and advances!

Families, Children and Social Development
Canada Mortgage and Housing Corporation
HOUSING .+t
Joint projects
Real estate.............
Sewage treatment projects..
Student housing projects ....

Finance
Department of Finance
Business Development Bank of Canada.............cccocovvrvririniniririninnn
Canada Lands Company Limited
Canada Mortgage and Housing Corporation..
Farm Credit Canada ...

Global Affairs
Export Development Canada
Canada Development Investment Corporation
Total—Loans and advances....
Less:
Loans expected to be repaid from future appropriations ..
Unamortized discounts and premiums

45,661,157,950 7,069,823,000 1,992,242,000 50,738,738,950
1,352,490,631 - 217,532,141 1,134,958,490
387,619,479 - 22,777,484 364,841,995
8,463,595 - 740,727 7,722,868
9,914,402 - 4,763,388 5,151,014
26,477,621 - 10,695,619 15,782,002
1,784,965,728 - 256,509,359 1,528,456,369
22,235,000,000 26,945,000,000 25,775,000,000 23,405,000,000
454,030,000 1,760,000 23,920,000 431,870,000
6,310,302,293 11,667,082,000 5,128,947,763 12,848,436,530
29,861,500,000 14,255,000,000 11,463,000,000 32,653,500,000
58,860,832,293 52,868,842,000 42,390,867,763 69,338,806,530
4,790,000,000 1,465,000,000 - 6,255,000,000
65,435,798,021 54,333,842,000 42,647,377,122 77,122,262,899
2,884,653,957 166,154,799 - 2,718,499,158
43,091,814 37,666,048 29,382,072 34,807,838
2,927,745,771 203,820,847 29,382,072 2,753,306,996
108,169,210,200 61,607,485,847 44,669,001,194 125,107,694,853

1 These loans are recorded at cost.
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Advances to programs
Canada Mortgage and Housing Corporation

The Corporation was incorporated, on January 1, 1946, by the Canada Mortgage and Housing Corporation Act. The Corporation’s
mandate, as stated in the National Housing Act, is to promote the construction, repair and modernization of housing, the improvement of
housing and living conditions, housing affordability and choice, the availability of low-cost financing for housing, and the national
well-being of the housing sector. Advances have been made to the Canada Mortgage and Housing Corporation to support various programs
undertaken by the Corporation.

Housing

Advances made for moderate to low income housing bear interest at rates from 5.61% to 16.10% per annum, and are repayable over 1 to
50 years, with the final instalment due on March 31, 2037.

Joint projects

Advances made to undertake housing projects jointly with the provinces bear interest at rates from 7.02% to 17.96% per annum, and are
repayable over 1 to 50 years, with the final instalment due on June 30, 2038.

Real estate

Advances made for the acquisition and development of real estate bear interest at rates from 10.07% to 15% per annum, and are repayable
over 50 years, with the final instalment due on June 30, 2036.

Sewage treatment projects

Advances made to assist in the establishment or expansion of sewage treatment projects and the construction of trunk storm sewers bear
interest at rates from 7.27% to 7.45% per annum, and are repayable over 20 to 50 years, with the final instalment due on March 31, 2023.

Student housing projects

Advances made for student housing projects bear interest at rates from 7.01% to 10.05% per annum, and are repayable over 20 to 50 years,
with the final instalment due on April 1, 2030.

Direct lending to Crown corporations

Business Development Bank of Canada

The Business Development Bank of Canada (BDC) was established in 1974 by the Federal Business Development Bank of Canada Act
and was continued under its current name by an act of Parliament on July 13, 1995. The Corporation is a Crown corporation named in
Part | of Schedule I11 to the Financial Administration Act, and is not subject to the requirements of the Income Tax Act.

The role of the Corporation is to promote and assist in the establishment and development of business enterprises in Canada, with specific
attention to small and medium-sized businesses. The Corporation provides a wide range of lending, investment and consulting services
complementary to those of commercial financial institutions. The Corporation offers Canadian companies’ services tailored to meet the
current needs of small and medium-sized businesses while earning an appropriate return on investment capital, which is used to further
the Corporation’s activities.

Pursuant to Section 19 of the Business Development Bank of Canada Act, the federal government, at the request of the Corporation, may
lend money to the Corporation on any terms and conditions that the Minister of Finance may fix.

Loans outstanding at year end bear interest at rates from 0.22% to 2.45% per annum.
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Canada Lands Company Limited

Canada Lands Company Limited (originally Public Works Lands Company Limited) was incorporated under the Companies Act in 1956
and was continued under the Canada Business Corporations Act. The Corporation is a Crown corporation named in Part | of Schedule 11
of the Financial Administration Act. The Corporation conducts its business through Canada Lands Company CLC Limited (CLC) and
Parc Downsview Park (PDP), its principal wholly-owned subsidiaries. CLC and PDP’s objective is to carry out a commercially oriented
and orderly disposal program of certain government real properties and the management of certain select properties. In undertaking this
objective, CLC and PDP may manage, develop and dispose of real properties, either in the capacity of owner or as agent of the government.

CLC and PDP have acquired an interest in a number of real properties from the government in consideration for the issuance of promissory
notes, which bear no interest and are repayable from the proceeds of the sale of the properties in respect of which they were issued. The
notes are discounted using the Consolidated Revenue Fund lending rate applicable to Crown corporations and recorded at their discounted
value.

During the year, an amount of $23.9 million was repaid and an amount of $5.2 million was amortized to income. The balance in the
account represents the notes receivable net of the corresponding unamortized discount.

Canada Mortgage and Housing Corporation

Pursuant to Section 21(1) of the Canada Mortgage and Housing Corporation Act, the federal government, at the request of the
Corporation, may, out of the Consolidated Revenue Fund, lend money to the Corporation on any terms and conditions that the Minister
of Finance may fix.

Loans outstanding at year end bear interest at rates from 0.40% to 3.94% per annum.
Farm Credit Canada

The Farm Credit Canada was established in 1959 by the Farm Credit Canada Act as the successor to the Canadian Farm Loan Board, and
is a Crown corporation named in Part | of Schedule Il to the Financial Administration Act. The Corporation is not subject to the
requirements of the Income Tax Act.

The Corporation’s role is to enhance rural Canada by providing business and financial solutions for farm families and agribusiness.
Additionally, the Corporation may deliver specific programs for the Government of Canada on a cost recovery basis.

Pursuant to Section 12(2) of the Farm Credit Canada Act, the federal government, at the request of the Corporation, may lend money to
the Corporation on any terms and conditions that the Minister of Finance may fix.

Loans outstanding at year end bear interest at rates from 0.22% to 3.77% per annum.
Canada Development Investment Corporation

Canada Development Investment Corporation (CDEV) was incorporated in 1982 under the provisions of the Canada Business
Corporations Act and is wholly-owned by Her Majesty in Right of Canada. The Corporation is an agent Crown corporation listed in
Schedule 11, Part Il of the Financial Administration Act and is not subject to the requirements of the Income Tax Act.

CDEYV has three wholly-owned subsidiaries, Canada Hibernia Holding Corporation (CHHC), Canada Eldor Inc. (CEI), and TMP Finance
Ltd. (TMP Finance) which in turn owns Trans Mountain Corporation (TMC) and its subsidiaries.

On August 31, 2018, TMC acquired entities from Kinder Morgan Cochin ULC that own and operate the Trans Mountain pipeline system
(TMPL), the Puget Sound pipeline system as well as certain rights, designs and construction contracts related to the expansion of the
TMPL known as the Trans Mountain Expansion Project.

Loans outstanding at year-end bear interest at a rate of 4.7% per annum.
Interest paid to the government

Interest paid to the Government of Canada with respect to these loans in the years ended March 31, 2020 and 2019 is as follows:

(in millions of dollars)

2020 2019
Business Development Bank OF CANAAA..........c.uurueuiriiieiiieeeieiet ettt ettt et s b b sttt es et b sttt es et b sttt b b b n e 3715 299.3
Canada Development Investment Corporation. 261.4 144.2
Canada Mortgage and Housing Corporation .... 303.0 3235
FarM Credit CANAOA ..........covuiiiiiiiit bbb bbb 512.9 414.1
TR oo eeees st 1,448.8 1,181.1
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Summary financial statements of enterprise Crown corporations
and other government business enterprises

Enterprise Crown corporations and other government business enterprises are categorized as being either agents or non-agents of the
Crown. In some situations, agent status may be restricted to certain designated activities of a corporation.

These tables present financial information on parent enterprise Crown corporations and other government business enterprises, as well as
financial information on wholly-owned subsidiaries that are considered “deemed parent Crown corporations” and are excluded from the
consolidated financial statements of their parent Crown corporations.

The tables summarize the financial transactions and results of operations of each enterprise Crown corporation and other government
business enterprise in accordance with its own respective accounting policies. All enterprise Crown corporations and other government
business enterprises prepare their financial statements based on International Financial Reporting Standards.

For those corporations having year ends other than March 31, the data are based on unaudited interim financial statements which have
been prepared on a basis consistent with the most recent audited financial statements.

Table 9.3 and Table 9.4 present summarized financial information of enterprise Crown corporations and other government business
enterprises. Balances reported under government, Crown corporations and other entities represent those between related parties. Of note,
borrowings from third parties represent amounts repayable to financial institutions and other investors. Revenues include financial
assistance from the government in respect of the current year’s operations, when applicable. Equity adjustments include prior period
adjustments and other miscellaneous items recorded by the corporations and enterprises. Other comprehensive income or loss comprises
certain unrealized gains and losses on financial instruments and certain actuarial gains and losses related to pensions and other employee
future benefits which are recognized in comprehensive income but excluded from net income. Other comprehensive income is excluded
from the calculation of the government’s annual deficit. It is instead recorded directly to the government’s accumulated deficit. Upon
realization of the gains and losses on financial instruments, the associated amounts are reclassified to the profit or loss of enterprise Crown
corporations and other government business enterprises and then, reflected in the government’s annual deficit. The actuarial gains and
losses related to pensions and other employee future benefits are not reclassified. Equity transactions with the government include
dividends declared or transfers of profits to the government, as well as equity contributions provided by the government. Any unrealized
inter-organizational gains and losses are eliminated as part of the modified equity accounting adjustment.
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Table 9.3
Financial position of enterprise Crown corporations and other government business enterprises
Assets, liabilities and equity as at March 31, 2020

(in thousands of dollars)

Assets
Financial
Government,

Third Crown corporations Total

Enterprise Crown corporations and other government business enterprises* parties and other entities Non-financial assets
Atlantic Pilotage AULNOIILY .........ceoiiiiiiiieicee s 10,546 - 12,935 23,481
Bank of Canada 89,501,000 105,356,553 773,040 195,630,593
Business Development Bank of Canada. .. 32,899,210 4,844 249,304 33,153,358
Canada Deposit Insurance Corporation..... . 1,554,613 4,180,205 20,129 5,754,947
Canada Development Investment Corporation.. 624,976 114,177 7,825,332 8,564,485
Canada Lands Company Limited 599,232 62,345 560,335 1,221,912
Canada Mortgage and Housing Corporation 270,951,168 11,970,759 789,368 283,711,295
Canada Post Corporation 3,977,164 1,327,381 4,584,973 9,889,518
Export Development Canada ... 76,276,279 5,786 364,134 76,646,199
Farm Credit Canada 41,077,063 - 347,152 41,424,215
Freshwater Fish Marketing Corporation 13,188 - 51,170 64,358
Great Lakes Pilotage Authority.... 2,318 - 1,070 3,388
Halifax Port Authority?......... 9,451 619 235,722 245,792
Hamilton-Oshawa Port Authority* 25,210 - 145,648 170,858
Laurentian Pilotage Authority 23,789 417 18,849 43,055
Montreal Port Authority? 92,685 4,215 477,302 574,202
Pacific Pilotage Authority 14,967 837 13,203 29,007
Prince Rupert Port Authority?.. 113,029 - 210,976 324,005
Quebec Port Authority?..... . 28,463 1,137 179,300 208,900
Ridley Terminals Inc.? - - - -
Royal Canadian Mint..... 118,881 43,784 237,295 399,960
Saint John Port Authority? 41,007 - 80,966 121,973
Sept-lles Port Authority?... 37,259 8 291,140 328,407
Toronto Port Authority? 109,015 - 236,612 345,627
Vancouver Fraser Port Authority?... 349,788 2,742 1,892,925 2,245,455
Other Canada Port Authorities? S ... 105,036 10,293 261,733 377,062
518,555,337 123,086,102 19,860,613 661,502,052
(694,966) (265,928) (960,894)
518,555,337 122,391,136 19,594,685 660,541,158

1 All enterprise Crown corporations listed at the margin in this table are parent Crown corporations. Although a Crown corporation, Canada Pension Plan Investment Board is
designed to operate at arm’s length from the government and manages, on behalf of the Canada Pension Plan, funds not belonging to the government, therefore, it is considered
external to the government reporting entity. The Public Sector Pension Investment Board is not included in the above list since its activities are included in the government’s
results through pension accounting.

Canada Port Authorities, which are not Crown corporations but considered other government business enterprises, are agents of the Crown for their port activities.

The Government of Canada sold 90% its Ridley Terminals Inc. shares to a company in the private sector and transferred the remaining 10% shares to the First Nations.

In 2020, the Hamilton Port Authority and Oshawa Port Authority merged to become the Hamilton-Oshawa Port Authority.

Consists of the combined figures of the Canada Port Authorities of Belledune, Nanaimo, Port Alberni, Saguenay, St. John’s, Thunder Bay, Trois-Rivieres and Windsor.

a s w N
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Liabilities
Third parties
Government, Accumulated Equity Total
Crown corporations Total profits Contributed Capital of liabilities
Borrowings Other and other entities liabilities (losses) surplus stock Canada and equity
4,779 5,139 - 9,918 13,563 - - 13,563 23,481
- 163,852,669 31,195,335 195,048,004 552,589 25,000 5,000 582,589 195,630,593
141,621 690,664 23,429,413 24,261,698 4,854,982 27,778 4,008,900 8,891,660 33,153,358
- 2,271,629 3,627 2,275,256 3,479,691 - - 3,479,691 5,754,947
- 1,569,584 6,640,612 8,210,196 (249,006) 603,294 1 354,289 8,564,485
37,500 79,896 418,670 536,066 504,676 181,170 - 685,846 1,221,912
244,642,588 8,970,718 14,667,702 268,281,008 15,405,277 25,010 - 15,430,287 283,711,295
997,339 6,603,471 84,147 7,684,957 1,049,390 1,155,171 - 2,204,561 9,889,518
63,249,217 4,674,557 764 67,924,538 7,388,461 - 1,333,200 8,721,661 76,646,199
833,152 610,326 32,728,268 34,171,746 6,752,469 500,000 - 7,252,469 41,424,215
35,964 28,394 - 64,358 - - - - 64,358
- 6,352 285 6,637 (3,249) - - (3,249) 3,388
21,624 17,594 877 40,095 154,840 50,857 - 205,697 245,792
- 19,060 - 19,060 128,758 23,040 - 151,798 170,858
- 14,865 - 14,865 28,190 - - 28,190 43,055
13,158 141,146 5,897 160,201 179,884 234,117 - 414,001 574,202
1,317 13,862 1 15,180 13,827 - - 13,827 29,007
- 56,569 - 56,569 231,223 36,213 - 267,436 324,005
11,986 33,225 46,616 91,827 59,811 57,262 - 117,073 208,900
8,995 236,700 2,508 248,203 111,757 - 40,000 151,757 399,960
- 13,828 - 13,828 46,486 61,659 - 108,145 121,973
38,379 171,207 - 209,586 107,114 11,707 - 118,821 328,407
32,463 88,221 - 120,684 224,943 - - 224,943 345,627
103,034 167,853 11,192 282,079 1,813,117 150,259 - 1,963,376 2,245,455
38,843 39,774 5,508 84,125 149,867 143,070 - 292,937 377,062
310,211,959 190,377,303 109,241,422 609,830,684 42,998,660 3,285,607 5,387,101 51,671,368 661,502,052
(28,264) (28,264) (932,630) (932,630) (960,894)
310,211,959 190,377,303 109,213,158 609,802,420 42,066,030 3,285,607 5,387,101 50,738,738 660,541,158

Section 9—Loans, investments and advances | 289



Public Accounts of Canada 2019-2020

Table 9.4
Revenues, expenses and other changes in equity of enterprise Crown corporations
and other government business enterprises for the year ended March 31, 2020

(in thousands of dollars)

Revenues Expenses
Government, Government,
Crown Crown

Enterprise Crown corporations and Third corporations and Third corporations and
other government business enterprises parties other entities! Total parties other entities Total
Atlantic Pilotage AUthOFItY .........ccceoviiiiiiiereeee e 30,297 - 30,297 28,787 9 28,796
Bank of Canada 229,985 2,083,521 2,313,506 620,030 377,337 997,367
Business Development Bank of Canada 1,377,058 - 1,377,058 1,195,699 374,377 1,570,076
Canada Deposit Insurance Corporation 697,773 56,083 753,856 246,952 12,717 259,669
Canada Development Investment Corporation.. 674,717 12,896 687,613 477,158 155,237 632,395
Canada Lands Company Limited 314,200 - 314,200 220,054 16,928 236,982
Canada Mortgage and Housing Corporation . 7,821,279 2,344,952 10,166,231 7,908,758 809,248 8,718,006
Canada Post Corporation ...... 8,713,931 264,645 8,978,576 8,958,516 110,375 9,068,891
Export Development Canada 2,772,175 - 2,772,175 3,288,676 (5,855) 3,282,821
Farm Credit Canada 1,760,283 - 1,760,283 606,221 521,463 1,127,684
Freshwater Fish Marketing Corporation 73,953 - 73,953 75,109 - 75,109
Great Lakes Pilotage Authority 40,470 11 40,481 40,575 1,305 41,880
Halifax Port Authority 45,904 - 45,904 32,886 2,155 35,041
Hamilton-Oshawa Port Authority ... 31,590 - 31,590 24,951 - 24,951
Laurentian Pilotage Authority 107,826 - 107,826 107,905 - 107,905
Montreal Port Authority........ 131,104 728 131,832 96,250 4,888 101,138
Pacific Pilotage Authority ..... 96,880 - 96,880 94,629 138 94,767
Prince Rupert Port Authority 69,114 - 69,114 36,457 3,364 39,821
Quebec Port Authority 44,098 3,030 47,128 35,360 2,274 37,634
Ridley Terminals Inc.2.......... 81,088 - 81,088 61,587 - 61,587
Royal Canadian Mint 1,510,391 96,806 1,607,197 1,540,952 37,440 1,578,392
Saint John Port Authority 25,920 - 25,920 20,320 854 21,174
Sept-lles Port Authority 34,228 - 34,228 17,941 737 18,678
Toronto Port Authority 59,912 - 59,912 57,149 - 57,149
Vancouver Fraser Port Authority . 421,882 1,232 423,114 162,848 7,891 170,739
Other Canada Port Authorities. 51,792 807 52,599 43,442 539 43,981

27,217,850 4,864,711 32,082,561 25,999,212 2,433,421 28,432,633
Elimination adjustments
Total net results ...... 27,217,850 4,864,711 32,082,561 25,999,212 2,433,421 28,432,633

Less equity adjustments
Share of annual Profit...........cccoveiiiinnc e

The accompanying notes for Table 9.3 are an integral part of this table.
Revenues with government, Crown corporations and other entities include amounts generated from the sale of goods and services, investment income, financial assistance as
well as grants where the corporations qualify as a member of a general class of recipients. Additional amounts representing capital investments received by the corporations
are included under “Equity transactions with the government”.

2 The Government of Canada sold 90% of its Ridley Terminals Inc. shares to a company in the private sector and transferred the remaining 10% shares to First Nations.
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Equity transactions

Net Equity Equity Other with the Equity
income beginning adjustments comprehensive government end
(loss) of year and other income (loss) Dividends Capital of year
1,501 12,111 26 (75) - - 13,563
1,316,139 527,112 - 61,901 (1,322,563) - 582,589
(193,018) 7,714,125 - 92,953 (128,400) 1,406,000 8,891,660
494,187 2,985,326 - 178 - - 3,479,691
55,218 320,095 77,040 26,565 (124,629) - 354,289
77,218 638,628 - - (30,000) - 685,846
1,448,225 14,952,021 - 545,041 (1,515,000) - 15,430,287
(90,315) (972,581) - 3,267,457 - - 2,204,561
(510,646) 9,448,932 17 (216,642) - - 8,721,661
632,599 6,428,874 1 85,795 (394,800) 500,000 7,252,469
(1,156) - 1,156 - - - -
(1,399) (1,850) - - - - (3,249)
10,863 195,742 - (908) - - 205,697
6,639 142,078 4,111 (1,030) - - 151,798
(79) 28,269 - - - - 28,190
30,694 379,597 3,118 592 - - 414,001
2,113 11,477 284 47) - - 13,827
29,293 239,549 - (1,406) - - 267,436
9,494 108,150 - (571) - - 117,073
19,501 403,278 (200,796) (2,998) (128,985) (90,000) -
28,805 164,061 - (1,109) (40,000) - 151,757
4,746 102,311 - 1,088 - - 108,145
15,550 103,717 - (446) - - 118,821
2,763 223,489 - (1,309) - - 224,943
252,375 1,715,798 598 (5,395) - - 1,963,376
8,618 288,720 (4,008) (393) - - 292,937
3,649,928 46,159,029 (118,453) 3,849,241 (3,684,377) 1,816,000 51,671,368
(497,872) (133,759) (367,628) 66,629 (932,630)
3,649,928 45,661,157 (252,212) 3,481,613 (3,617,748) 1,816,000 50,738,738
(61,718) 61,718 -
3,588,210 45,661,157 (190,494) 3,481,613 (3,617,748) 1,816,000 50,738,738
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Borrowings by enterprise Crown corporations
and other government business enterprises

Table 9.5
Borrowings by enterprise Crown corporations and other government business enterprises

(in thousands of dollars)

Borrowings Repayments
and other and other
April 1, 2019 credits charges March 31, 2020
Agent enterprise Crown corporations
Business Development Bank of Canada 137,157 7 (4,457) 141,621
Canada Mortgage and Housing Corporation 237,516,123 43,748,713 36,622,248 244,642,588
Canada Post Corporation 997,157 182 - 997,339
Export Development Canada 55,216,700 62,559,262 54,526,745 63,249,217
Farm Credit Canada .................. 817,565 5,349,693 5,334,106 833,152
Freshwater Fish Marketing Corporation 36,919 35,964 36,919 35,964
Royal Canadian Mint 11,990 - 2,995 8,995
Total—Agent enterprise Crown COMPOTatioNS ...........ccovrverererieenirieeresiee e 294,733,611 111,693,821 96,518,556 309,908,876
Non-agent enterprise Crown corporations and
other government business enterprises
Atlantic Pilotage Authority 5,442 - 663 4,779
Canada Lands Company Limited* . 15,100 22,400 - 37,500
Halifax Port Authority? 13,420 10,134 1,930 21,624
Montreal Port Authority? 14,599 - 1,441 13,158
Pacific Pilotage Authority .. 1,715 - 398 1,317
Quebec Port Authority? .. - 11,986 - 11,986
Ridley Terminals Inc 3,867 - 3,867 -
Sept-1les Port Authority? .... 44,300 - 5,921 38,379
Toronto Port Authority? 34,694 - 2,231 32,463
Vancouver Fraser Port Authority? .... 103,034 4,755 4,755 103,034
Other Canada Port AULNOTITIES? ..........c..evuriiurersreinrieieeesiesisei e 43,336 1,545 6,038 38,843
Total—Non-agent enterprise Crown corporations and

other government business enterprises... 279,507 50,820 27,244 303,083
295,013,118 111,744,641 96,545,800 310,211,959

Borrowings expected to be repaid by enterprise Crown corporations and
other government buSiNeSS ENEEIPIISES ..........ooviiiiiiiiiiiieee s 295,013,118 - - 310,211,959

Allowance for borrowings of enterprise Crown corporations and
other government business enterprises expected to be repaid by the
government and reported on the Consolidated Statement of Financial Position........... - - - -

Borrowings of Canada Lands Company Limited are those of its subsidiary, Canada Lands Company CLC Limited, which is not an agent of the Crown.
2 The Authority is an agent of the Crown only for its port activities. It is considered a non-agent of the Crown for borrowings purposes.

In accordance with section 54 of the Financial Administration Act, the payment of all money borrowed by agent enterprise Crown
corporations and interest thereon is a charge on and payable out of the Consolidated Revenue Fund. Such borrowings therefore constitute
obligations of the government and are recorded as such net of borrowings expected to be repaid directly by these corporations.

Borrowings by non-agent enterprise Crown corporations and other government business enterprises are not on behalf of Her Majesty, but
may, at times, be guaranteed by the government.
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Maturity and currency of borrowings by enterprise Crown corporations
and other government business enterprises

Table 9.6
Maturity and currency of borrowings by enterprise Crown corporations
and other government business enterprises

(in thousands of dollars)

Year of maturity Agent Non-agent Total
59,576,596 189,953 59,766,549
54,613,425 21,397 54,634,822
51,655,757 11,815 51,667,572
43,965,835 10,894 43,976,729
47,623,245 10,151 47,633,396
52,474,018 58,873 52,532,891
309,908,876 303,083 310,211,959*

1 The borrowings are composed in Canadian dollar equivalent of 40,762,941 USD, 10,551,658 GBP, 3,447 JPY, 2,802,303 AUD, 5,471,956 EUR, 1,277,654 NZD,
436,539 NOK, 148,497 HKD, 14,530 CLP, 247,453,646 CAD and 1,288,788 for other currencies.

Contingent liabilities of enterprise Crown corporations
and other government business enterprises

The table below presents disclosed contingent liabilities of enterprise Crown corporations and other government business enterprises,
which are not included in the Government of Canada’s provision for contingent liabilities.

Table 9.7
Contingent liabilities of enterprise Crown corporations and other government business enterprises

(in thousands of dollars)

2020
T Ta 0T T U 1T TSTTTTTTT 3,640,612
Letters of credit 207,920
Performance guarantees and callable shares 85,529
Pending and threatened litigation and other claims 4,628
L0 OO OO T PSSP PR SOPEUPRPRRON 3,938,689
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Contractual obligations of enterprise Crown corporations
and other government business enterprises

A contractual obligation represents a legal obligation to third party organizations or individuals as a result of a contract.

Table 9.8
Contractual obligations of enterprise Crown corporations and other government business enterprises
as at March 31, 2020

(in thousands of dollars)

Transfer payment Capital Operating leases
agreements Loans expenditures and other Total

Bank of Canada ..........ccccoeeerivireniniene - - 15,372 102,763 118,135
Business Development Bank of Canada. - 4,334,930 - 196,190 4,531,120
Canada Deposit Insurance Corporation...... - - 515 9,211 9,726
Canada Development Investment Corporation..............ccccoceveirieinns - - 139,083 48,140 187,223
Canada Lands Company Limited ...........coccovreienieninncienecieiene - - 63,100 5,666 68,766
Canada Mortgage and Housing Corporation . 9,765,000 2,910,703 - 212,000 12,887,703
Canada Post Corporation ..................... - - - 3,000 3,000
Export Development Canada . - 19,178,351 - 440,000 19,618,351
Farm Credit Canada............... - 7,994,300 - 138,706 8,133,006
Great Lakes Pilotage Authority .. - - - 1,664,259 1,664,259
Halifax Port Authority - - 7,887 - 7,887
Pacific Pilotage Authority - 5,300 5,598 - 10,898
Prince Rupert Port Authority . - - 15,123 - 15,123
Royal Canadian Mint................. - - 1,622 70,764 72,386
- - 448,149 12,507 460,656

9,765,000 34,423,584 696,449 2,903,206 47,788,239

Financial assistance to enterprise Crown corporations
and other government business enterprises

Table 9.9 presents charges to appropriations or authorities approved by Parliament. It should be read in conjunction with Table 9.4.

Table 9.9
Financial assistance to enterprise Crown corporations and other government business enterprises
for the year ended March 31, 2020

(in thousands of dollars)

Financial assistance

Canada Mortgage and Housing Corporation 2,215,672
Canada Post Corporation . 22,210
TOtal oo 2,237,882
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Portfolio investments

Portfolio investments represent investments in entities with share capital owned jointly by the government and other governments or
organizations to further common objectives. Additional information on these entities is provided in the quarterly report entitled Inventory
of Government of Canada Organizations.

Under the terms of Section 147 of the Bankruptcy and Insolvency Act, the Superintendent of Bankruptcy has received shares in a number
of corporations in lieu of a cash levy payable to the Crown.

Table 9.10
Portfolio investments
(in dollars)
Payments and Receipts and
April 1, 2019 other charges® other credits March 31, 2020
Environment and Climate Change
Parks Canada Agency
Co-0perative HOUSING PTOJECT .........ccviiiiiiiiiiic e 337,106 - - 337,106
Finance
Department of Finance
Canada Pension Plan Investment Board..............cccoocvviiicniiiiiiicsces 100 - - 100
Global Affairs
Department of Foreign Affairs, Trade and Development
Canada Investment Fund for Africa 46,529,888 - - 46,529,888
Innovation, Science and Economic Development
Atlantic Canada Opportunities Agency
EQUILY INVESTMENT ......vivviii s 6,810,056 - 2,545 6,807,511
Department of Western Economic Diversification
North Portage Development COrpOration............ovevevevrrririririnenisissesesseseseseees 1 - - 1
National Research Council of Canada
EQUItY OWNEISNID ... 3 - - 3
6,810,060 - 2,545 6,807,515
Natural Resources
Department of Natural Resources
Lower Churchill Development Corporation Limited.............cccoovvrvniniiinnnn, 14,750,000 - - 14,750,000
Treasury Board
Treasury Board Secretariat
Public Sector Pension Investment BOArd...............coccovviicniiininicnicsnes 100 - - 100
TOTAL oo s 68,427,254 - 2,545 68,424,709

1 Payments and other charges may include transactions such as loans, adjustments, etc.

Co-operative housing project

The Parks Canada Agency has invested in the Rocky Mountain Il Co-operative Housing Association, along with three other entities, to
provide accommodation for Parks Canada Agency employees and employees of other entities in Banff, Alberta.

Canada Pension Plan Investment Board

The Canada Pension Plan Investment Board (CPPIB) was created pursuant to the Canada Pension Plan Investment Board Act. The
CPPIB’s objectives are to assist the Canada Pension Plan (CPP) in meeting its obligations to contributors and beneficiaries and to manage
any amounts transferred to it in their best interest.

The government holds 100% of the share capital of the CPPIB that consists of 10 shares having a fair value of $10 each issued as per
legislation. The assets managed by the CPPIB are included in the CPP financial statements. They are excluded from the government’s
consolidated financial statements since CPP is not part of the government’s reporting entity as explained in Note 1 of the government’s
financial statements.
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Canada Investment Fund for Africa

The Canada Investment Fund for Africa (CIFA) is a joint public-private sector initiative designed to provide risk capital for private
investments in Africa that generate growth. The CIFA is a direct response to the New Partnership for Africa’s Development (NEPAD)
and the G8 Africa Action Plan. The main objectives of the CIFA are to optimize public-private investment in the Fund, to confer a
beneficial development impact on Africa by way of increased foreign direct investment and to optimize the beneficial impact of the Fund’s
activities on Canadian interests.

The Government of Canada is a limited partner in the CIFA and its commitment towards the Fund was subject to matching funds of other
investors and was to be equal to the lesser of: (i) $100 million or (ii) the aggregated commitments of all other limited partners of the
partnership. The investment period in the CIFA ended January 1, 2009. This initiative was finalized during fiscal year 2020. Since its
inception, the Canadian International Development Agency (now amalgamated with DFATD) received capital reimbursement from CIFA
amounting to $60.4 million and investment income of $8.2 million.

Equity investment

In order to help fulfill its mandate to promote economic development in the Cape Breton Region of Nova Scotia, Enterprise Cape Breton
Corporation (ECBC) had taken equity interests in several companies to help the organizations expand or innovate.

Upon ECBC’s dissolution on June 19, 2014, all of ECBC assets and obligations, except real property, were transferred to Atlantic Canada
Opportunities Agency (ACOA). ACOA has been given the authority to hold or exercise, or surrender, sell, assign or otherwise dispose of,
a stock option, share or other similar financial instruments that it acquired from ECBC or any of its subsidiaries.

North Portage Development Corporation

The Corporation was incorporated under The Corporations Act of Manitoba, to foster the social and economic development of the North
Portage area in the core area of Winnipeg. The objective of the government’s participation is to stimulate economic recovery in Canada
and Manitoba.

The government’s holding of common shares represents 33.3% of the shares outstanding. The Corporation is owned equally by the City
of Winnipeg, the Province of Manitoba and the Government of Canada. There are 3 common shares issued, having a par value of $1 each.

Equity ownership

In order to help fulfill its mandate to promote industrial innovation in Canada, the National Research Council of Canada (NRC) has taken
equity interests in several new firms based on NRC technology. NRC provides financial assistance at better than market conditions to
firms through access to equipment, intellectual property and incubation space in laboratories and in the organization’s Industry Partnership
Facilities.

Since these companies often cannot afford to pay the full cost of the assistance received from the NRC, the NRC takes an equity position
in a company in order to help the firms survive the critical development stage. In turn, it allows NRC to earn a return that somewhat
reflects the risk taken should the company become successful.

This investment in equity is authorized under subsection 92(1)(b) of the Financial Administration Act which allows for the acquisition or
the sale or other disposal of shares or assets in the ordinary course of a business of providing financial assistance to publicly and privately
held companies and are recorded at cost.

The government’s holdings of shares represent a minority interest in two publicly traded companies and one privately held company.
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Lower Churchill Development Corporation Limited

The Lower Churchill Development Corporation (LCDC) was incorporated in 1978 under the Companies Act of Newfoundland, with the
objective of developing all or part of the hydroelectric potential of the Lower Churchill Basin. It is owned 51% by Newfoundland and
Labrador Hydro, the designate for the Government of Newfoundland and Labrador, and 49% by Canada. LCDC is not an active operating
company.

Canada owns 1,475 class A shares, which it purchased for $10,000 per share in the initial years of the corporation. Funds were used to
finance feasibility studies for proposed Lower Churchill projects. The corporation’s only asset was an Option Right to purchase the Gull
Island Production Company’s assets and acquire hydroelectric development rights on the Lower Churchill River, granted by the
Government of Newfoundland and Labrador in exchange for its initial ownership stake, valued at $5,200,000.

The option expired on November 24, 2006, and has not been extended by the province, resulting in an investment write-down for LCDC.

Public Sector Pension Investment Board

The Public Sector Pension Investment Board (PSPIB) is a Canadian Crown corporation established pursuant to the Public Sector Pension
Investment Board Act. Its statutory objective is to manage, in the best interests of the contributors and beneficiaries, the funds transferred
to it by the Government of Canada since April 1, 2000. These funds represent contributions less benefits payments and other charges
related to the public service, Canadian Forces—Regular Force and Royal Canadian Mounted Police pension plans, and since 2007 for the
Canadian Forces—Reserve Force pension plan, that fall within the Income Tax Act limits. The goal of the PSPIB is to maximize returns
on investments without undue risk of loss, while having regard to funding, policies and requirements and financial obligations of each of
the pension plans.

The government holds 100% of the share capital of the PSPIB that consists of 10 shares having a par value of $10 each issued as per
legislation. The assets managed by the PSPIB are recorded against the pension obligations since April 1, 2000.
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National governments including developing countries

Loans to national governments consist mainly of loans for financial assistance, international development assistance to developing
countries, and loans for development of export trade (administered by Export Development Canada).

Table 9.11
National governments including developing countries
(in dollars)
Payments and Receipts and
April 1, 2019 other charges other credits March 31, 2020
Finance
Department of Finance
Financial assistance—UKIaiNg ..........cccooveeeeiieeieceeeeeeeee e 400,000,000 - 400,000,000 -
Global Affairs
Department of Foreign Affairs, Trade and Development
International development assistance—Developing countries................ 84,713,401 13,276,741 27,280,230 70,709,912
Export Development Canada
Development of export trade—National governments ..............ccccoeueeene 397,159,530 59,093,628 76,816,402 379,436,756
481,872,931 72,370,369 104,096,632 450,146,668
National Defence
Department of National Defence
Damage claims recoverable—North Atlantic Treaty Organization ........ 3,531 - 3,531 -
TOMAL ..ttt 881,876,462 72,370,369 504,100,163 450,146,668

Financial assistance—UKkraine

Pursuant to Section 8.3 of the Bretton Woods and Related Agreements Act, the Minister of Finance, by order of the Governor in Council,
is authorized to extend certain forms of financial assistance to a foreign state. The provision of such financial assistance is contingent upon
that state having an arrangement with the International Monetary Fund and upon the satisfactory participation of other countries with
Canada in the provision of financial assistance.

Funding for such transactions is provided by the Minister of Finance out of the Consolidated Revenue Fund. The maximum amount of
financial assistance that can be provided under legislation is $2.5 billion USD in respect of any particular foreign state and $5 billion USD
in respect of all foreign states.

The loan was reimbursed in full during the year.
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International development assistance—Developing countries

Interest-free or low-interest bearing loans have been made through the Canadian International Development Agency, now amalgamated
with the Department of Foreign Affairs, Trade and Development (DFATD), to developing countries for international development
assistance. Loans are recorded in part as expenses when the economic value of the loans is reduced due to their concessionary terms. No
new loans have been issued since April 1, 1986.

All loans have been made in Canadian dollars and are not subject to revaluations for foreign exchange fluctuations.

Similar assistance has been provided to developing countries by way of subscriptions and advances to the International Development
Association, advances to the Global Environment Facility, and loans to other international financial institutions. These are reported later
in this section under the heading “International organizations”.

In 2006-2007, the Government of Canada, as represented by the Canadian International Development Agency (now amalgamated with
DFATD), entered into an agreement with the Government of Pakistan to forgive its outstanding $447,507,534 loan pursuant to Foreign
Affairs and International Trade Vote 32c, Appropriation Act No. 5, 2009-2010. In order to expire its debt obligation, the Government of
Pakistan will be required to make education sector investments that are equivalent to the present value of its debt. According to the
agreement, Pakistan’s debt is to be written down proportionally as the investments are made. Since 2010, the Government of Pakistan’s
debt been reduced by the total amount of $427,345,514.

The following table presents the balances and transactions for the loans made to developing countries, together with their terms and
conditions of repayments.

(in dollars)
Payments and Receipts and
April 1, 2019 other charges other credits® March 31, 2020
(a) 35 year term, 4 year grace period, 5.0% interest per annum,
semi-annual interest repayments with first principal repayment
due January 2017 and final repayment in July 2026:
35,736,670 - 4,035,685 31,700,985
(b) 50 year term, 10 year grace period, non-interest bearing, with
final repayments between March 2015 and September 2035:
Algeria.... 2,091,460 - 604,025 1,487,435
Bolivia.... 127,185 - 42,380 84,805
Dominican Republic 1,145,346 - 236,046 909,300
Ecuador 903,296 - 273,808 629,488
Guatemala... 781,250 - 100,000 681,250
Indonesia 73,962,963 - 9,836,389 64,126,574
795,422 - 53,028 742,394
124,980 - 25,000 99,980
Morocco . 2,261,871 - 462,001 1,799,870
Pakistan .. 20,162,020 - - 20,162,020
Philippines.. 577,516 - 145,739 431,777
Sri Lanka 36,913,109 - 4,105,457 32,807,652
Thailand 7,019,919 - 674,621 6,345,298
Tunisia 17,307,417 - 4,818,414 12,489,003
164,173,754 - 21,376,908 142,796,846
(c) 50 year term, 13 year grace period, non-interest bearing,
with final repayment in March 2023:
ATGEIIA . . 5,602,911 - 1,867,637 3,735,274
Subtotal 205,513,335 - 27,280,230 178,233,105
120,799,934 - 13,276,741 107,523,193
84,713,401 - 14,003,489 70,709,912

Grace period refers to interval from date of issuance of the loan to first repayment of loan principal.
1 Receipts and other credits may include transactions such as repayments, forgiveness, adjustments, etc.
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Development of export trade—National governments

Pursuant to Section 23 of the Export Development Act, the Minister for International Trade, with the concurrence of the Minister of
Finance, may authorize Export Development Canada (EDC) to enter into certain transactions or class of transactions where the Minister
is of the opinion it is in the national interest and where EDC has advised the Minister that it will not enter into such transactions without
such authorization. Funding for such transactions is provided by the Minister of Finance out of the Consolidated Revenue Fund and the
transactions are administered by EDC on behalf of the Government of Canada.

Loan transactions with longer repayment terms or low or zero interest rates are recorded in part as expenses when the economic value is
reduced due to such concessionary terms.

Table 11.4 and Table 11.6 in Section 11 of this volume present additional information on contractual obligations and guarantees that are
disclosed in the notes to the audited consolidated financial statements in Section 2 of this volume.

(in dollars)

Payments and other charges Receipts and other credits

Payments or Receipts or
other other
April 1, 2019 charges® Revaluation credits? Revaluation  March 31, 2020

Non-budgetary loans®
(a) 1 to 5 year term, 3.0% to 9.0% interest per
annum, with final repayments in May 2019:
ATGENEING ...t 64,913,690 - 832,309 29,659,197 - 36,086,802

(b) 11 to 15 year term, based on 6 month London Interbank
Offered Rate (LIBOR), plus 0.50% interest per annum,
assumed from the Canadian Wheat Board (CWB)
with final repayments in January 2028:
TFBQ et 102,708,860 - 4,829,607 11,363,250 - 96,175,217

(c) 11 to 15 year term, interest based on LIBOR, plus a range
of rates from 0.5% to 1.0% per annum, with final
repayments between December 2019 and June 2020:
KENYA ... 488,593 - 10,170 274,973 - 223,790

(d) 16 to 20 year term, interest based on LIBOR, plus a range
of rates from 0.5% to 0.63% per annum, with final
repayments between October 2018 and June 2021:

Indonesia.....
Venezuela...

233,935 - 7,484 86,538 - 154,881
2,613,152 - 139,635 - - 2,752,787

2,847,087 - 147,119 86,538 - 2,907,668

(e) 21 to 25 year term, 9.0% to 10.0% interest per
annum, with final repayments in September 2000:
SUAN. .. 5,160,415 - 275,747 - - 5,436,162

(f) 21 to 25 year term, interest based on LIBOR, plus
0.55% per annum, with final repayments in
November 2024:
PaKIStaN ........cviiici 6,028,629 - 283,889 659,922 - 5,652,596

(g) 21 to 25 year term, based on 6 month LIBOR, plus
0.55% interest per annum, assumed from CWB,
with final repayments in November 2024:
PaKISTAN «...cviecc s 13,266,708 - 620,342 1,527,973 - 12,359,077

Total—Non-budgetary 10ans..............cococoiiiiiiiiiiiiiciicecce 195,413,982 - 6,999,183 43,571,853 - 158,841,312
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(in dollars)
Payments and other charges Receipts and other credits
Payments or Receipts or
other other
April 1, 2019 charges* Revaluation credits? Revaluation ~ March 31, 2020
Budgetary loans®
(a) 31 to 55 year term, 0% to 10.29% interest
per annum, with final repayments between
September 2029 and February 2045:
China..... 370,567,996 - 18,450,577 23,303,787 - 365,714,786
Egypt ... 6,596,658 - 113,902 350,766 - 6,359,794
Gabon... 7,127,832 - 361,649 330,014 - 7,159,467
42,128,133 - 2,152,205 1,706,534 - 42,573,804
4,767,675 - 240,650 243,450 - 4,764,875
67,542,164 - 3,411,182 3,414,939 - 67,538,407
85,646,945 - 4,366,208 3,628,952 - 86,384,201
584,377,403 - 29,096,373 32,978,442 - 580,495,334
(b) 31 to 55 year term, comprised of several loans with fixed
or variable interest rates currently ranging from 0% to
2.21% per annum, with final repayments between
December 2018 and December 2033:
4,008,757 - 198,784 266,107 - 3,941,434
588,386,160 - 29,295,157 - 33,244,549 - 584,436,768
783,800,142 - 36,294,340 76,816,402 - 743,278,080
386,640,612 - - - 22,799,288 363,841,324
397,159,530 - 36,294,340 76,816,402  (22,799,288) 379,436,756

Final repayment dates may change if loan amounts are rescheduled or restructured.

1 Payments or other charges may include transactions such as loans, adjustments, etc.

2 Receipts or other credits may include transactions such as repayments, forgiveness, adjustments, etc.

3 Prior to April 1, 1987, these loans were authorized by miscellaneous non-budgetary authorities. Subsequently, they were authorized by miscellaneous budgetary authorities.

Damage claims recoverable—North Atlantic Treaty Organization

Article VIII of the NATO Status of Forces Agreement signed April 4, 1949, as amended, deals with claims for damages to third parties
arising from accidents in which a member of a visiting force is involved. This account is charged with the amount recoverable from other
states, for claims for damages which took place in Canada, and is credited with recoveries.

The advances are non-interest bearing and have no specific repayment terms.
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International organizations

This group records Canada’s subscriptions to the share capital of international banks. It also includes loans and advances to associations
and other international organizations.

Canada’s subscriptions to the share capital of a number of international banks are composed of both paid-in and callable capital. The
majority of subscriptions to international organizations do not provide a return on investment but are repayable on termination of the
organization or withdrawal from it.

Paid-in capital subscriptions are made through a combination of cash payments and the issuance of non-interest bearing, non-negotiable
notes payable to the organization. Although payable on demand, these notes are typically encashed according to terms of agreements
reached between the organization and participating countries.

Callable share capital is composed of resources that are not paid to the banks but act as a guarantee to allow them to borrow on international
capital markets to finance their lending program. Callable share capital, which has never been drawn on by the banks, would only be
utilized in extreme circumstances to repay loans, should a bank’s reserves not be sufficient. It represents a contingent liability of the
government, and is listed with other contingent liabilities related to international organizations in Table 11.7 in Section 11 of this volume.

Most loans and advances to international organizations are made to banks and associations that use these funds to make loans to developing
countries at significant concessionary terms. Loans made on a long-term, low-interest or interest-free basis, and investments in
organizations that make similar loans, are recorded in full or in part as expenses when the economic value is reduced due to their
concessionary terms.

Table 9.12 presents a summary of the balances and transactions for share capital, loans and advances to international organizations. The
revaluation amount represents the conversion of foreign currency balances to the year-end closing rates of exchange. Balances
denominated in United States dollars were converted to Canadian dollars at year-end exchange rate of $1 USD/$1.4076 CAD.

Table 11.4 and Table 11.7 of Section 11 of this volume present additional information on contractual obligations and contingent liabilities
for international organizations that are disclosed in the notes to the audited consolidated financial statements in Section 2 of this volume.

The notes payable outstanding at year-end of $150,375,319 ($195,955,069 in 2019) are reported in Table 5.3 in Section 5 of this volume.

Table 9.12
International organizations
(in dollars)
Payments and other charges Receipts and other credits
Participation Reimburse-
or ments or

April 1, 2019 other charges  Revaluation other credits  Revaluation ~ March 31, 2020

Capital subscriptions!

Finance
Department of Finance
Asian Infrastructure Investment Bank .............c.c.coeve.e 257,200,158 - - - - 257,200,158
European Bank for Reconstruction and Development .. 278,549,076 - - - - 278,549,076
International Bank for Reconstruction and
Development 805,062,415 - - - - 805,062,415
International Development Association? . 12,497,398,061 441,620,000 - - - 12,939,018,061
International Finance Corporation 104,801,033 - - - - 104,801,033
Multilateral Investment Guarantee Agency .... 13,827,431 - - - - 13,827,431
13,956,838,174 441,620,000 - - - 14,398,458,174
Global Affairs
Department of Foreign Affairs, Trade and Development
African Development Bank... 318,126,020 - 13,625,260 - - 331,751,280
Asian Development Bank 384,801,825 - 9,122,386 - - 393,924,211
Caribbean Development Bank 52,102,269 - 2,450,586 - - 54,552,855
Inter-American Development Bank.. 330,517,020 - 17,483,895 - - 348,000,915
Inter-American Investment Corporation.............c.c.e.... 55,499,645 15,336,772 4,116,508 - - 74,952,925
1,141,046,779 15,336,772 46,798,635 - - 1,203,182,186
Total—Capital SUDSCIIPLIONS..........cviiiiiiiii 15,097,884,953 456,956,772 46,798,635 - - 15,601,640,360
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International Organizations—concluded

(in dollars)

Public Accounts of Canada 2019-2020

Loans and advances
Finance
Department of Finance

Global Environment Facility?............ccccccovevercveirennn.

International Finance Corporation
Catalyst FUNd.......ccoeiiiieieec e
International Monetary Fund
Poverty Reduction and Growth Trust*

Global Affairs
Department of Foreign Affairs, Trade and Development

International Finance Corporation
Financial Mechanisms for Climate Change Facility
Global Agriculture and Food Security Program.......

International financial institutions?
African Development Bank ....
African Development Fund.....
Andean Development Corporation.
Asian Development Bank—Special
Asian Development Fund
Caribbean Development Bank

Agricultural Development Fund.............c.ccco...

Commonwealth Caribbean Regional

SPECial ...viiiiiiii e
Global Environment Facility Trust Fund .
Inter-American Development Bank

Fund for Special Operations...........ccccceevreuenne.
International Bank for Reconstruction and

DeVEIOPMENL ...t
International Fund for Agriculture Development....
International Monetary Fund
Montreal Protocol Multilateral Fund.
Multilateral Investment Fund

International organizations and associations®

Berne Union of the World Intellectual

Property Organization .............ccccoeeeeecceennns
Customs Co-operation Council
Food and Agriculture Organization...
General Agreement on Tariffs and Trade
International Atomic Energy Agency.......
International Civil Aviation Organization
International Maritime Organization
Paris Union of the World Intellectual

Property Organization .............ccceoeeeeeccennnns
United Nations Educational, Scientific and

Cultural Organization
United Nations organizations..
World Health Organization.....

Total—L0ans and adVANCES ...t

Subtotal...
Less: portion expensed due to concessionary terms ....

Payments and other charges

Receipts and other credits

Participation Reimburse-
or ments or

April 1, 2019 other charges  Revaluation other credits March 31, 2020
10,000,000 - - - 10,000,000
75,000,000 - - - 75,000,000
268,215,000 397,165,589 31,000,986 10,820,142 685,561,433
353,215,000 397,165,589 31,000,986 10,820,142 770,561,433
207,018,555 - - 7,364,922 199,653,633
28,048,665 - - 4,609,020 23,439,645
235,067,220 - - 11,973,942 223,093,278
218,895 - - 125,000 93,895
3,093,002,541 108,533,333 5,354,996 - 3,206,890,870
562,500 - - 562,500 -
27,027,000 - - - 27,027,000
2,419,489,092 32,956,918 - - 2,452,446,010
2,000,000 - - - 2,000,000
5,344,800 - 285,600 - 5,630,400
390,734,685 17,585,000 896,070 - 409,215,755
1,000,070,000 54,750,000 - - 1,054,820,000
403,993,694 554,082 12,900,421 - 417,448,197
26,724,000 - 1,428,000 - 28,152,000
479,383,396 25,000,000 - - 504,383,396
14,657,356 - 783,217 - 15,440,573
133,565,446 7,854,071 1,905,270 - 143,324,787
52,440,967 3,132,579 - - 55,573,546
8,049,214,372 250,365,983 23,553,574 687,500 8,322,446,429
39,192 - - - 39,192
9,662 - - - 9,662
1,051,200 - - - 1,051,200
48,806 - - - 48,806
447,110 - - - 447,110
200,429 - - - 200,429
2,202 - - - 2,202
100,989 - - - 100,989
872,987 - - - 872,987
3,632,480 - - - 3,632,480
181,122 - - - 181,122
6,586,179 - - - 6,586,179
8,644,082,771 647,531,572 54,554,560 23,481,584 9,322,687,319
23,741,967,724 1,104,488,344 101,353,195 23,481,584 24,924,327,679
658,245 - - 564,466 93,779
23,741,309,479 1,104,488,344 101,353,195 22,917,118 24,924,233,900

1 Loans and investments made prior to April 1, 1986, which were authorized by non-budgetary authorities.

2 Loans and investments made since April 1, 1986, which were authorized by budgetary authorities.
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Public Accounts of Canada 2019-2020

Asian Infrastructure Investment Bank

Effective March 19, 2018, Canada became a member to the Asian Infrastructure Investment Bank (AlIB) pursuant to the Asian
Infrastructure Investment Bank Agreement Act, and, as noted in various appropriation acts. The AIIB commenced operations in
January 2016.

Canada’s investment, like that of all other shareholders in the bank, is in the form of 20% paid-in capital and 80% callable capital. As at
March 31, 2020, Canada has subscribed to 9,954 shares (9,954 in 2019). The total value of these shares is $995.4 million USD
($995.4 million USD in 2019), of which $199.1 million USD ($199.1 million USD in 2019) is paid-in and the remaining portion is callable.
The paid-in capital is paid in equal instalments over five years with an initial payment of $39.8 million USD in March 2018.

European Bank for Reconstruction and Development

This account records Canada’s subscriptions to the capital of the European Bank for Reconstruction and Development (EBRD), as
authorized by the European Bank for Reconstruction and Development Agreement Act, and various appropriation acts.

At year end, Canada has subscribed to 102,049 shares of the EBRD’s authorized capital valued at 1,020,490,000 EUR.

Only 212,850,000 EUR or about 21% of Canada’s share subscription is considered “paid-in”. The balance is callable meaning the
institution can request the resources in the unlikely event that it requires them to meet its financial obligations to bondholders. Payments
for the share subscription are authorized by the Act. Each payment to the EBRD is comprised of cash and a promissory note.

Canada’s contingent liability for the callable portion of its shares was 807,640,000 EUR.
Up to and including March 31, 2020, Canada’s total cash contributions into the “paid-in” capital of the EBRD total $216,197,668 USD.
International Bank for Reconstruction and Development

This account records Canada’s subscriptions to the capital of the International Bank for Reconstruction and Development (World Bank),
as authorized by the Bretton Woods and Related Agreements Act, and various appropriation acts.

As at March 31, 2020, Canada has subscribed to 70,455 shares. The total value of these shares is $8,499,338,925 USD, of which
$604,197,476 USD plus $16,404,055 CAD has been paid-in. The remaining portion is callable.

The callable portion is subject to call by the World Bank under certain circumstances. Canada’s contingent liability for the callable portion
of its shares is $7,879.8 million USD.

International Development Association

This account records Canada’s contributions and subscriptions to the International Development Association (IDA), as authorized by the
Bretton Woods and Related Agreements Act, and various appropriation acts (including the Department of Finance Vote 5, Appropriation
Act No. 1, 2018-2019). The contributions and subscriptions to IDA, which is part of the World Bank Group, are used to lend funds to the
poorest developing countries for development purposes, on highly favourable terms (very low interest rates, with a 25 to 40 year maturity
and 5 to 10 years of grace).

As at March 31, 2020, Canada’s total participation in IDA amounted to $12,939,018,061 CAD.
International Finance Corporation

This account records Canada’s subscriptions to the capital of the International Finance Corporation, which is part of the World Bank
Group, as authorized by the Bretton Woods and Related Agreements Act, and various appropriation acts.

As at March 31, 2020, Canada has subscribed to 81,342 shares. These shares have a total value of $81,342,000 USD, all of which has
been paid-in.
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Public Accounts of Canada 2019-2020

Multilateral Investment Guarantee Agency

This account records Canada’s subscriptions to the capital of the Multilateral Investment Guarantee Agency, as authorized by the Bretton
Woods and Related Agreements Act, and various appropriation acts.

As at March 31, 2020, Canada has subscribed to 5,225 shares. The total value of these shares is $56,534,500 USD, of which
$10,732,250 USD is paid-in and the remaining portion is callable.

The callable portion is subject to call by the Multilateral Investment Guarantee Agency under certain circumstances. Canada’s contingent
liability for the callable portion of its shares is $45,802,250 USD.

African Development Bank

This account records Canada’s subscriptions to the capital of the African Development Bank, as authorized by the International
Development (Financial Institutions) Assistance Act, and various appropriation acts.

At year end, authority had been granted for subscriptions of 18,146 paid-in shares and 232,814 callable shares. Paid-in shares are purchased
using direct payments.

As at March 31, 2020, Canada’s participation to the paid-in capital is $331,751,280 CAD for 18,146 paid-in shares and of these paid-in
shares, 13,618 were issued in US dollars.

The callable shares are subject to call by the African Development Bank under certain circumstances. Canada’s contingent liability for
callable shares has a current value of $984,917,646 CAD and $2,557,186,890 USD for a total value of $4,584,413,912 CAD.

Asian Development Ban