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MISSION STATEMENT

To provide deposit insurance and to contribute to the stability of the financial system in 
Canada in a professional and innovative manner, meeting the highest standards of 
excellence, integrity, and achievement, for the benefit of depositors of member institutions 
while minimizing the Corporation's exposure to loss. CDIC will provide an environment 
where employees are treated fairly and given opportunities and encouragement to 
develop their full potential. 
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CHAPTER 1—INTRODUCTION

The Canada Deposit Insurance Corporation does more than provide deposit insurance1. While we exist to protect 
depositors, we also strengthen Canada’s financial system by promoting standards of sound business and financial 
practices and by actively working to reduce risk among our member institutions. 

Although Canada’s financial system remains sound, and we do not foresee substantial change in the risk profile of 
our members during the planning period ahead, we must be proactive in assessing potential risk owing to an ever-
changing economic environment and the evolution of Canada’s financial system itself. 

“Enhancing Risk Management Systems and Practices” – the theme of this year’s Corporate Plan – reflects the 
importance we assign to risk management in responding to the challenges of the current financial and economic 
environment, and those that lie ahead. 

These challenges include the effects of sweeping global forces such as the advance of information and 
communications technologies, mergers and acquisitions on an international scale, diminished growth in certain 
sectors of a global economy, as well as globalization itself. 

Changes are also occurring more directly within Canada’s financial sector. New participants on the scene include 
Internet banks and specialized niche players. Branches of foreign banks are also making inroads into Canada’s 
financial marketplace. Recent legislation permits the opting out of deposit insurance by institutions focused on 
wholesale deposit taking, while mergers and acquisitions continue in the retail deposit-taking sector. We must be 
vigilant in assessing changes to risk that may flow from these and other developments. 

In order to enhance our risk management capacity, we are introducing a corporate risk management methodology 
that includes, inter alia: 

●   Identifying any gaps in our systems, controls and practices that represent risks;
●   Determining appropriate steps to mitigate and manage these risks;
●   Reviewing our provisioning methodology and examining fund options;
●   Focusing on in-depth contingency planning and preparedness; and
●   Pursuing a corporate knowledge management initiative. 

In addition to these internal measures, our ability to assess risk among member institutions will be enhanced by 
improving our risk assessment methodology, by developing contingency plans in conjunction with other agencies, 
and by undertaking a number of specific initiatives designed to augment our risk assessment capacity. These 
initiatives include the Member Institutions Data Analysis System (MIDAS) II – Data Warehouse project, the 
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modernization of our Standards of Sound Business and Financial Practices and reporting processes, and the 
expansion of electronic filing and electronic document management among member institutions. 

As well, our active involvement in international initiatives will assist us in enhancing CDIC’s systems and risk 
assessment practices. These activities include participation in international-level committee work, responding to 
requests for assistance from other countries, and participation in global networks of specialists. These endeavours 
strengthen our ability to remain abreast of emerging trends and developments worldwide, while sharing our 
experience and expertise. 

Premium rates for 2001/2002 will remain essentially the same as in the previous two years. The one exception is 
Category 4, which increases to the maximum authorized in accordance with the two-year transition established 
under our Differential Premiums By-law. 

The premium rate categories are: 

●   Category 1: 0.0417 per cent, or 1/24 of one per cent of insured deposits;
●   Category 2: 0.0833 per cent, or 1/12 of one per cent of insured deposits; 
●   Category 3: 0.1667 per cent, or 1/6 of one per cent of insured deposits; and 

●   Category 4: 0.3333 per cent, or 1/3 of one per cent of insured deposits.

Premium revenue throughout the planning period is based on the following assumptions: 

●   Premium rates remain the same as those in 2001/2002;
●   The distribution of member institutions across premium categories is the same as for the year ended March 

31, 2001; and 

●   The growth of insured deposits is in accordance with the economic assumptions as discussed in Section 2 of 
this Summary.

As in the past, premium rates are fixed annually with consideration given to the economic environment, the risk 
profile of member institutions and the Corporation’s own financial condition. During the coming year, we will 
continue to review our approach for establishing appropriate loss provisions, and will consider the merits of 
establishing a deposit insurance fund and its implications for future premium revenue. Accordingly, the premium 
revenue projections for the years ending 2003 to 2006 may be subject to material change. 

In Section 3 of this Summary, we report on our performance compared against previous plans and objectives using 
for this purpose a performance management scorecard. Future objectives, performance measures, targets and 
supporting initiatives have also been included. We will continue to refine our use of this scorecard displaying the 
interrelation with our corporate risk management methodology and our corporate planning and reporting processes. 

Section 4 discusses our financial plan for 2001/2002. We expect total revenues of $188 million, consisting of 
$143 million in premiums with interest and other revenue of $45 million. Operating expenses are expected to be 
$21 million, with net operating income (that is, interest income and other revenue, net of operating expenses) of 
$24 million. This represents an increase in net operating income of 85 per cent over 2000/2001. The capital budget 
will be $575,000. Section 4 also reports on our performance against our budgets for the past two years and presents 
the Corporation’s borrowing plan. 

Appendices to this Summary provide general information concerning CDIC. Appendix A offers an overview of the 
Corporation while Appendix B contains our pro forma financial statements. 

The only significant information omitted between the full version of the Corporate Plan and the present Summary is 
detailed information concerning high-risk member institutions. 

To reiterate, Canada’s financial system remains sound. However, as the following section on our “Planning 
Environment” illustrates, continuous change is now the rule within a global financial industry, and these changes 



have a direct bearing on the environment in which our own financial institutions operate. 

By strengthening risk management systems and practices, we seek to advance our mission within this larger 
context. By doing so, we contribute to the stability of Canada’s financial system while providing insurance for the 
depositors of our member institutions. 

R.N. Robertson 
Chairman 

J.P. Sabourin 
President & CEO 

1 Under the CDIC Act, the maximum basic protection for eligible deposits is $60,000 per person at each member 
institution. CDIC provides separate protection for eligible deposits held jointly, in trust, in registered retirement 
savings plans, and in registered retirement income funds, also to a maximum of $60,000 in each category.

 
 



 

 

 

   

 

 
 

CHAPTER 2—PLANNING ENVIRONMENT

2.1 Issues Affecting CDIC

This section outlines the principal strategic and environmental issues and their associated risks that we face during 
the planning period. It includes a summary of legislative and regulatory issues as well as selected data on our 
members. An overview of the processes we have put in place to monitor and manage risk is also provided. 

2.1.1 Economic and Financial Environment 

The global financial industry is experiencing continuous change. This is the result of many forces, including: 

●   Changes in technology;
●   The demands of competition;
●   Consolidation, as institutions look for improved margins and new sources of income, thereby creating new 

sources of risk; and 
●   The introduction of new financial products.

Internationally, mergers among banks and insurance companies have led to a more integrated financial marketplace. 
Some of this activity has occurred within the Canadian financial sector, such as with the recent acquisition of 
Canada Trust by the Toronto-Dominion Bank. 

Competition has increased in Canada with the appearance of foreign bank branches and specialized non-bank niche 
players. This has boosted the incentive for our members to find ever more efficient ways to conduct business and 
seek opportunities for greater returns. All of this is occurring at a time of downward pressure on operating margins, 
diminished returns on fixed-income investments, increased reliance on other sources of income that are sensitive to 
capital market performance, and greater reliance on the sale of investment products. 

It is apparent that many institutions are unlikely to reach the size of major global players. Consequently, they are 
differentiating themselves through specialization. The search continues for new sources of income in more volatile 
areas such as securitization and derivatives. These activities require enhanced risk management practices and 
controls on the part of financial institutions to ensure that increased risks are managed appropriately. 

In addition, the complexity and speed of transactions continue to escalate. Market reaction to perceived changes in 
risk or value can be instantaneous and decisive. The markets themselves are becoming more volatile, reacting 
strongly to both success and failure in meeting projections, to whether there are appropriate levels of loss provisions 
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and reserves, and to transparency of disclosure. 

Canada’s domestic economic environment remains favourable with continued growth and relatively low inflation. 
However, recent market instability and a weakening dollar raise questions about how long financial markets will 
continue to advance. Although concerns about rising interest rates in the United States have ebbed as the economy 
slows, new concerns are arising with respect to potential loan losses and the mounting level of household debt. 
Recent volatility in world oil prices has led some to expect inflation to return and to increase pressure on interest 
rates. Nevertheless, positive economic growth in Canada is still predicted for the period of this plan. 

The market for financial assets is directly affected by changes in interest rates and other market prices. Our member 
institutions are affected by market risk to the extent they are exposed to such changes. Our Standards of Sound 
Business and Financial Practices are designed to help focus the attention of members on mitigating the negative 
effects of such risks. 

While some of these risks are of an ongoing nature – such as those associated with currency fluctuations – others 
are of more recent vintage, such as investment concentrations in the high-tech sector. In the fall of 2000, some 
Canadian banks disclosed their investment exposure within the information and communications sector in an effort 
to provide greater transparency and to alleviate investor concern. 

Similarly, CDIC is affected by market risk caused by changes in the value of its assets and liabilities (e.g. its 
investment portfolio, estate assets and any borrowings). Pursuant to the Financial Risk Management Guidelines for 
Crown Corporations issued by Canada’s Minister of Finance, our internal financial management policies have been 
developed to mitigate such risks. 

2.1.2 Globalization 

As the effects of globalization continue to be felt within Canada’s financial sector, we must have a thorough 
understanding of the international forces that are affecting our members. Financial institutions do not exist in 
isolation. Indeed, they are becoming larger and more complex, forming conglomerates that straddle international 
boundaries within an ever-expanding global economy. Since these changes have implications for the safety net that 
Canada has devised for its depositors, keeping abreast of international developments has become all the more 
essential. 

We continue to receive requests for assistance in establishing or improving deposit insurance systems in other 
countries. There has been a commensurate increase in invitations to participate in international conferences and 
seminars. Responding to these requests is consistent with the Government’s policy of advancing international 
cooperation in the development of financial regulation. Further, any effort towards improvements at a global level 
can only benefit our domestic financial institutions. Participating in these initiatives provides opportunities to 
remain current with emerging global trends and issues of importance to deposit insurance. These issues include 
matters such as the effects of internationalization in the financial services sector; dealing with multiple regulators in 
various countries; the application of different laws within diverse jurisdictions; developments in e-commerce and e-
money; and the potential for international clearing arrangements. 

In addition to providing direct assistance to deposit insurers in other countries, we are also participating in the 
development of practical guidance for deposit insurance schemes worldwide through the Financial Stability Forum 
(FSF) – a forum convened by the G7 Finance Ministers and Central Bank Governors to promote international 
financial stability. Our President and Chief Executive Officer chairs an FSF Working Group on Deposit Insurance 
assigned with the development of guidance principles by September 2001. 

2.1.3 Technology 

Technology continues to advance at an ever-accelerating pace. It has transformed investment banking, making 
possible the widespread use of derivatives to assume and manage risks. Institutions are unbundling the traditional 
components of financial intermediation and restructuring them in a variety of new products and services. 
Securitizations, swaps and repurchase agreements are permitting the movement of risk to other institutions. While 
these developments may have positive consequences for the financial institutions involved, another consequence is 



that it can be more difficult to identify and assess related risks in terms of deposit insurance. 

Advances in technology are permitting a proliferation of new, cheaper and more tailored financial products. 
Banking by personal computer and even by wireless connection to the Internet are steadily increasing. These 
changes are facilitating the advancement of virtual banking, in which financial products are sold without 
geographical constraint to consumers around the world. There are also daily developments in the advancement of e-
money and e-commerce, with emerging products such as stored-value cards and network money. These 
developments raise questions about security and consumer protection. They are also leading to radically altered 
definitions of traditional concepts such as point of transaction, deposit location and security of transfer. These 
changes pose ongoing challenges for regulators and deposit insurers alike. 

2.1.4 Internal Environment 

Developments internal to CDIC itself also affect the parameters of this plan. For example, succession planning will 
become increasingly important as members of our management team become eligible for retirement. As with other 
organizations, there is a need to retain highly skilled employees through a combination of incentives that include 
training and crossover employment opportunities. Furthermore, our knowledge management initiatives, the 
implementation of an electronic document management system, and ensuring our general preparedness to satisfy 
our mandate are important in making certain that critical knowledge is not lost as turnover occurs. 

As part of our ongoing efforts to meet the highest organizational standards, we are conducting a self-evaluation 
utilizing CDIC’s own Standards of Sound Business and Financial Practices. Continuing efforts will be made in 
conjunction with this review to assess and manage internal corporate risk. 

2.1.5 Summary 

In light of these challenges, we must continue to strengthen our insurance and risk assessment function and increase 
our policy and research capacities to keep abreast of developments and to assess their effect on deposit insurance. 
Because we are a comparatively small organization with a crucial role to play if member institutions face difficulty, 
we must be on the lookout internally for any operational risk of financial loss or a diminished ability to meet our 
statutory obligations. 

Moreover, while we have little expectation that a failure will occur among our member institutions during the 
planning period, we must always be prepared for such a development, whether of a single, large institution or 
involving a series of smaller failures. Previous experience has suggested that failures can come in waves. We must 
always be ready for this possibility or the failure of a single, large institution, no matter how remote these events 
may appear at present. 

Furthermore, the increasing complexity and size of financial transactions, products and processes, coupled with 
advances in technology require us to be constantly reviewing and updating our preparedness. We must be 
immediately ready to intervene if a member institution encounters serious problems. 

Intervention scenarios are immensely complicated by the intricate security surrounding electronic banking and 
clearance systems and the continued proliferation of more sophisticated deposit and investment products. If a 
member institution fails, we must be able to quickly and accurately access information concerning its depositors in 
order to reimburse them in a timely manner. Consequently, we must ensure that CDIC has the appropriate 
technological resources to maintain its own systems at optimal level, to be able to assess risk quickly and 
accurately, and to be ready to intervene effectively within a complex technological environment should the need 
arise. 

 
 



 
   

 

 
 

2.2 Legislative Changes

The Government of Canada released its long-awaited policy paper on the financial services sector in June 1999. 
Entitled Reforming Canada’s Financial Services Sector: A Framework for the Future, the paper proposed changes 
under four general categories: 

1.  Measures to encourage efficiency and growth in the sector;
2.  2. Measures to encourage domestic competition;
3.  Initiatives to protect and empower consumers and small businesses; and 
4.  Changes to the regulatory and supervisory system. 

These and a number of other policy changes were incorporated in Bill C-38, which was tabled in Parliament but 
which died with the election of 2000. The Government has indicated that it will reintroduce its legislation again 
shortly. 

This proposed legislation would bring about significant changes within Canada’s financial services sector. There 
would be, for example: 

●   A new holding company structure and corporate governance provisions; 
●   A new ownership regime for banks and bank holding companies;
●   New investment powers for financial institutions; 
●   Changes to the payments system; and 
●   Measures to encourage new entrants to the sector, new services and greater competition. 

The proposed legislation would also provide for a Financial Consumer Agency of Canada to ensure compliance by 
financial institutions with consumer protection provisions. The Agency would promote policies and procedures 
serving the interests of consumers and would play a central role in public education. It should be noted that we are 
also addressing our obligations in providing information to depositors through CDIC’s public awareness campaign 
and other initiatives. 

These legislative changes could substantially alter our institutional membership over time, thereby increasing the 
challenge of accurately assessing risk to the deposit insurance system. We have been discussing the potential effects 
of the proposed legislation with the Department of Finance, and will hold additional discussions once the new 
legislation is re-introduced. 

One crucial element to managing the risk of financial failure is having sufficient access to information held by the 
Office of the Superintendent of Financial Institutions (OSFI) and other sources. Approaches to enhance the 
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exchange of information between OSFI and CDIC are being proposed in the draft legislation. 

Changes in legislation that affect our ability to fulfill CDIC’s mandate may constitute a legal or regulatory risk to 
the Corporation. For this reason, we must at all times be proactive in providing effective advice in policy 
discussions concerning changes to the design of the regulatory/supervisory system. In order to do so, we must be 
fully aware of current and emerging issues in the financial industry, particularly as they affect deposit insurance. 

We are also in the process of modernizing our Standards of Sound Business and Financial Practices and working to 
streamline our reporting processes while ensuring that members and their Boards of Directors remain accountable. 

Further, pursuant to recent legislative amendments, we have granted eight member institutions authorization to opt 
out of membership in CDIC under the Canada Deposit Insurance Corporation Exemption from Deposit Insurance 
By-laws. Opted-out institutions are primarily those taking wholesale deposits (in excess of $150,000) that are not 
insured by CDIC. We expect to receive additional requests to opt out during the planning period. 

As legislation changes, affecting CDIC and its membership, we must continue to collaborate with supervisors to 
reduce the risk of member institution failure. Since CDIC does not examine member institutions directly, it must 
rely extensively on the information provided by supervisors. 

 
 



 
   

 

 
 

2.3 Economic Assumptions

We have relied on the most recent Department of Finance “Survey of Canadian Private Sector Forecasters” 
(September 2000) and M2+ forecasts from the Bank of Canada in establishing the economic assumptions on which 
this document is based. 

The average private sector forecast points to a relatively moderate slowing in economic growth and consumer price 
inflation over the forecast period. Short-term interest rates are expected to increase slightly in 2001 and then 
gradually decrease. More specific details include the following: 

●   Real Gross Domestic Product (GDP) is expected to grow at a 3.1 per cent average annual rate during the 
five-year period beginning in 2001/2002, down from an estimated 4.7 per cent for 2000/2001;

●   The increase in the Consumer Price Index (CPI) is forecast to average 2.0 per cent annually during the five-
year period beginning in 2001/2002, down from the 2.7 per cent for 2000/2001; and

●   The rate of interest on Government of Canada three-month treasury bills is expected to average 
approximately 5.5 per cent during the forecast period.

Given the kinds of risks present in the planning environment (e.g. potential inflationary pressures, market 
volatility), the principal qualifications to this economic outlook appear to be lower than previously anticipated 
interest rates and slower economic growth. 

Insured deposit growth is affected by a variety of factors such as interest rates, income growth and the way 
individuals allocate their income and savings to financial instruments. 
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Between May 1, 1999 and April 30, 2000, total insured deposits increased 3.3 per cent. This increase was slightly 
more than the 2.5 per cent growth forecasted previously. Deposit growth has been strengthening during the past two 
years, driven by such factors as improved incomes, more attractive deposit rates and continued stock market 
volatility, which may have reduced demand for deposit substitutes. We project that insured deposit growth will 
average 2.8 per cent during the planning period. 

 
 



 
   

 

 
 

2.4 Planning Premises

The following premises have been used in preparing this five-year plan. 

2.4.1 Mandate 

No significant changes to our mandate are anticipated during the planning period. 

2.4.2 Member Institutions 

Previous experience suggests that, on occasion, member institutions will face solvency or viability crises requiring 
CDIC intervention. These crises may result in liquidation or assisted resolution. Of course the timing, numbers and 
circumstances of such failures are extremely difficult to predict. 

For most of the past decade, member institutions have benefited from a favourable economic environment and have 
reported healthy financial results. This has facilitated a strengthening of capital and other provisions. During this 
period, considerable effort has also been expended by member institutions in enhancing their risk management 
methodologies and the soundness of their business and financial practices. Accordingly, member institutions are 
better equipped to face the effects of a possible economic slowdown or downturn in specific sectors. 

Although indicators show a Canadian economy that is fundamentally robust, caution has been expressed recently 
that trouble may be lurking. Sales in some sectors are lagging; earnings of technology-related companies are not as 
vigorous as in the past; inventories are creeping up, and non-performing loans at member institutions have 
increased. 

The financial performances of member institutions for the year 2000, albeit strong, are showing signs of cooling 
off. Earnings for the second half of 2000 were affected to some extent by volatility in capital markets and an 
increase in the charge for impairment. However, total impaired assets at member institutions still represent less than 
one per cent of assets, and allowances for losses continue to exceed total impairments. 

Given the above, for the purposes of our pro forma financial statements, no failures of member institutions are 
currently projected. Nevertheless, we will maintain a state of preparedness. The rapidly changing nature of the 
financial industry may require us to alter our methods of dealing with failing member institutions, and the pace and 
extent of such changes could affect our future resource requirements. 
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The distribution of insured deposits across all types of CDIC’s member institutions in 2000 reflected the acquisition 
of Canada Trust by the Toronto-Dominion Bank. This purchase led to a sharp increase in the concentration of 
insured deposits with domestic banks and their subsidiaries – for the first time in excess of 95 per cent of insured 
deposits. 

In 2000, CDIC members again reported strong profits and asset growth. Investment spreads continued to decline 
while income from non-intermediary sources grew rapidly, reflecting a continued trend away from intermediation. 
Non-interest income in 2000 represented more than half of total income at member institutions. 

 

2.4.3 Corporate Risk Assessment 

We will undertake to identify corporate risks and develop appropriate initiatives, goals, measures and targets to 
manage them. 

2.4.4 Premium Revenue 

The differential premiums program introduced in 1999/2000 is used to determine our premium revenue. Each 
member institution is classified in one of four premium categories. In projecting premium revenue over the 
planning period, no substantial movement of member institutions among premium categories is assumed. 

We forecast premium revenue of approximately $143 million for 2001/2002, based on the following rates: 0.0417 
per cent, or 1/24 of one per cent; 0.0833 per cent, or 1/12 of one per cent; 0.1667 per cent, or 1/6 of one per cent; 
and 0.3333 per cent, or 1/3 of one per cent for categories 1 to 4 respectively. These rates are the same as in the past 
two years (with the exception of Category 4-rated institutions), which were the first years under the differential 
premiums system. 

Pro forma premium revenue is based on the following assumptions: premium rates remain the same as those in 
2001/2002; the distribution of member institutions across premium categories is the same as for the year ended 
March 31, 2001; and, the growth of insured deposits is in accordance with the economic assumptions in Section 2.3 
of this document. 

In accordance with past practice, premium rates are fixed annually with consideration given to the economic 
environment and membership risk profile, as well as CDIC’s financial position. In addition, during the coming year, 
we will continue to review our provisioning methodology for insurance losses (see section 2.4.8), and consider the 
merits of establishing a deposit insurance fund and its implications for future premium revenue. Accordingly, the 
premium revenue for the years ending 2003 to 2006, reflected in the pro forma financial statement in Appendix B, 
may be subject to material change. 

2.4.5 Borrowings 

CDIC does not receive any appropriation from Government. Nor do we plan to borrow funds during the planning 
period. Premium revenues, recoveries from loans and claims receivable, and interest income are projected to 



provide sufficient funding to meet outstanding obligations and operating costs. 

2.4.6 Investment Revenue 

Our investment income is forecast to be in excess of our operating costs during the planning period. Projected 
revenue is shown in the pro forma financial statements in Appendix B. 

We have developed our investment strategy on the basis of two principles: 

●   Credit and market risk will be limited; and
●   Our investment portfolio will be the initial funding source for any intervention.

We will minimize credit risk by investing in only high quality securities, in accordance with Department of Finance 
guidelines, and by limiting the amount invested in each qualifying institution. In addition, we will limit our 
investment in member institutions to those with a Category 1 rating under our differential premiums system. 

Further, we will invest in highly liquid securities and limit our interest rate exposure by aiming for a weighted 
average-term-to-maturity of less than one year. 

2.4.7 Provision for Guarantees 

We have provided guarantees in the past to help resolve the financial difficulties of certain member institutions. A 
provision for similar purposes is determined annually by estimating the future cash payments required under these 
previous guarantees, which expire in 2002/2003. Total payments during the planning period are estimated to be a 
potential $40 million. This amount is reflected in the pro forma financial statements in Appendix B. 

2.4.8 Provision for Insurance Losses 

The provision for insurance losses represents our best estimate of losses resulting from insuring deposits of member 
institutions. 

This provision is established by (i) assessing the aggregate risk of member institutions based on specific knowledge 
of our members; (ii) providing for the risk of loss by using a market-based, composite risk-weighting system; and 
(iii), applying the percentage of loss we have experienced with member failures during the preceding ten years. The 
results are stated on a present-value basis. 

The market based, composite risk-weighting system is affected by two factors: the credit ratings of member 
institutions and, for comparison purposes, the market spreads between corporate bond issues and benchmark bond 
issues of the Government of Canada. The provision for insurance losses stood at $400 million on March 31, 2000. 
A reassessment of the provision (including its supporting methodology) will continue during 2001/2002. 
Accordingly, for the five-year pro forma financial statements, the provision remains at $400 million throughout the 
planning period. 

2.4.9 Allowance for Loss on Loans and Claims Receivable 

This allowance reflects our best estimate of losses from outstanding loans and claims receivable. The allowance is 
established annually by assessing the asset disposition strategies of liquidators, receivers and managers, and is 
based on forecasted payments to CDIC and other creditors. 

Loans and claims receivable are written off against the allowance, in full or in part, when there is no reasonable 
expectation of realization. Any payments received subsequent to a write-off of the receivable is recorded first to 
recover amounts previously written off, while any additional amounts are recognized as other revenue. 

2.4.10 Human Resources 



We will maintain a core capacity in human resources during the planning period to achieve our objectives and 
strategies. The overall person-year count has increased somewhat during the past year in response to an increased 
focus on risk assessment and the launch of a long-term public awareness campaign. Our level of human resources 
may be affected from time to time by strategic shifts in addressing emerging issues or by changes in the risk profile 
of member institutions. Details of our Human Resources Complement can be found at section 3.7. 

2.4.11 Leases 

A 10-year lease (to 2010) has been negotiated for the head office in Ottawa. Renewal negotiations are nearing 
completion in Toronto where the office lease expires in 2001. Based on current market conditions in Toronto, no 
significant change in total lease costs is expected. This financial plan reflects current Ottawa lease costs and a 
projection of costs for a new lease in Toronto. 

2.4.12 Use of Estimates 

Our pro forma financial statements include both estimates and assumptions. The more significant areas requiring 
estimates are the provision for guarantees and the provision for insurance losses described in section 2.4.8. 

2.4.13 Operating Expenditures Budget 

We project operating expenditures of $21 million for 2001/2002. We will continue to review our objectives and 
initiatives in relation to our financial resources, reassigning priorities, if appropriate, to utilize our resources as 
effectively as possible. If intervention in the affairs of a member institution becomes necessary, or new initiatives 
are required during the year, approval of the Board of Directors will be sought for additional resources. 

2.4.14 Capital Expenditures Budget 

Our capital expenditures are mainly for computer hardware and office equipment. All capital assets, with the 
exception of computer hardware (amortized over three years), are amortized over their useful lives in accordance 
with the rates prescribed for tax purposes by the Canada Customs and Revenue Agency. Our capital budget for 
2001/2002 is $575,000. 

2.4.15 International Presence 

We will continue to participate in international efforts to develop guidelines for deposit insurance in conjunction 
with other members of the international deposit insurance and financial communities. Exchanging knowledge and 
information with other countries, receiving delegations, providing assistance and advice and participating in 
international educational activities will remain priorities for our organization. We will continue to explore links 
with other deposit insurers and related organizations to enhance our capabilities and provide opportunities for 
training and development for our employees. 

 
 



 
   

 

 
 

2.5 CDIC Membership

The chart and graph following present an overview of principal CDIC membership statistics and the percentage of 
insured deposits to total deposits for the most recent years. 
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CHAPTER 3—BUSINESS PLANS

3.1 Planning and Accountability Framework

Our planning and accountability framework (see next page) forms an integral part of our corporate governance 
processes and daily management procedures. The framework integrates the principles of risk management with our 
performance management scorecard. 

Our mandate, enshrined in the CDIC Act, constitutes the legislative expression of our institutional purpose and 
objectives. It provides the foundation for our mission statement, which is the origin of our corporate philosophy and 
working culture. Our mission determines our corporate objectives, business initiatives and general strategies. 
Related initiatives and objectives are developed in the context of ongoing environmental scanning and risk 
evaluation. 

Performance at the corporate, departmental and employee level is reported to senior management and to the Board 
of Directors by means of the performance management scorecard. Our overall performance compared to objectives 
is reported to the public by means of this document and our annual report. 
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3.3 Risk Framework 

CDIC formally incorporates the process of risk identification and management in its planning and management 
processes. To this end, we have developed the conceptual framework below. Special initiatives related to our theme 
of “Enhancing Risk Management Systems and Practices” are discussed in Section 3.5. 
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3.4 Performance Against Past Objectives 

The objectives described in last year’s corporate plan (see right) were based on our mandate and our assessment of 
the financial and economic environment at that time. These objectives have permitted us to develop specific goals, 
initiatives and operating plans in support of our overall corporate strategy. 

Our actual performance measured against these objectives is reflected in the following performance management 
scorecard. It has been updated to December 31, 2000. 
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3.5 Strategic Direction: Objectives for the Planning Period

We have established four corporate objectives for the planning period to support the achievement of our mandate. 
These objectives are essentially unchanged from last year (see section 3.4). 

 

“Enhancing Risk Management Systems and Practices” – the theme of this year’s Corporate Plan – relates 
specifically to the second of these objectives and reflects the importance we assign to risk management in 
responding to the challenges of the current financial and economic environment and those that lie ahead. 

In order to enhance our risk management capacity, we are introducing a corporate risk management methodology 
that includes, inter alia: 

●   identifying any gaps in our systems, controls and practices that represent risks;
●   determining appropriate steps to mitigate and manage these risks;
●   reviewing our provisioning methodology and examining fund options;
●   focusing on in-depth contingency planning and preparedness; and
●   pursuing a corporate knowledge management initiative. 

In addition to these internal measures, our ability to assess risk among member institutions will be enhanced by 
revamping our risk assessment methodology, by ensuring our ongoing preparedness in conjunction with other 
agencies, and by undertaking a number of specific initiatives designed to augment our risk assessment capacity. 
These initiatives include the Member Institutions Data Analysis System (MIDAS) II – Data Warehouse project, the 
modernization of our Standards and reporting processes, and the expansion of electronic filing and electronic 
document management among member institutions. 

As well, our active involvement in international initiatives will assist us in enhancing CDIC’s systems and risk 
assessment practices. These international activities, which include participation in global networks of specialists, 
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strengthen our ability to remain abreast of emerging developments through the exchange of information among 
deposit insurance professionals worldwide. 

In establishing our four corporate objectives for the planning period, we assessed risk in the current environment 
through our annual environmental scanning and SWOT (Strengths, Weaknesses, Opportunities and Threats) 
analysis. The main categories of risk are summarized below. 

We recognize that the allocation of our resources must be reviewed continuously, and reallocated, if appropriate, to 
address new developments and altered priorities as the financial sector evolves and our risks change. We also 
recognize that in pursuing our corporate objectives, flexibility is essential in responding effectively to the 
challenges of managing change. 

 

 
 



 
   

 

 
 

3.6 Key Initiatives and Strategic Plans

3.6.1 Standards of Sound Business and Financial Practices

Recognizing the importance of strong corporate governance and risk management systems within our member 
institutions, we have been modernizing our Standards of Sound Business and Financial Practices and streamlining 
related administrative processes. We have issued two consultation papers in this regard: the first outlining a 
modernized approach to implementing the Standards and related processes; the second proposing a set of draft 
Standards and a streamlined reporting program (both are available on our Web site). Comments have been solicited 
from member institutions and their associations, regulators and other interested parties. We will continue to seek 
this input as the revised Standards by-laws are finalized.

This consultation process will be completed by the end of 2000/2001. A Standards by-law will be pre-published in 
early 2001 and submitted to our Board of Directors for approval shortly thereafter. Implementation of the reporting 
program will take place over the following 18 months. This timetable is tentative owing to a proposed amendment 
to Section 29 of the CDIC Act, the timing of which is at present unknown. 

3.6.2 Provisioning Methodology – Deposit Insurance Fund 

We are currently re-examining our provisioning methodology for insurance losses and considering the merits of 
creating a deposit insurance fund. Key considerations in this regard are the relative advantages and disadvantages of 
a deposit insurance fund compared with the option of continuing with a provision and/or post-funding approach to 
cover the costs of future member failures. 

We have maintained a provision for insurance losses since 1993. With the retirement of our debt and the 
elimination of our deficit in 1998/1999, we have reduced premiums by almost 75 per cent: from $515 million in 
1998/1999 to $134 million the following year. This reduced premium level remains in effect for 2000/2001, 
resulting in revenue of $140 million. 

Final decisions concerning our provisioning methodology may affect future premium levels. Consequently, the 
premium revenues presented in the pro forma financial statements for the years 2002/2003 to 2005/2006 may be 
subject to material change. 

3.6.3 International Activities 

http://www.cdic.ca/english/whatsnew/whatsnew.htm
http://www.cdic.ca/english/howitworks/how.htm
http://www.cdic.ca/english/members/members.htm
http://www.cdic.ca/english/checkup.html
http://www.cdic.ca/english/profile/profile.htm
http://www.cdic.ca/english/library/library.htm
http://www.cdic.ca/english/contact/contact.htm
http://www.cdic.ca/english/library/corporate.htm
http://www.cdic.ca/english/index.htm
http://www.cdic.ca/english/search.html
http://cdic.ca/francais/bibliotheque/plan0004/3_6.html


We continue to be involved in a variety of international activities. Participation allows us to contribute to enhancing 
international financial stability in deposit insurance matters. It keeps us abreast of evolving issues thereby 
strengthening our systems and practices. 

There has been a significant increase in foreign requests for our assistance owing to CDIC’s expertise in deposit 
insurance. We will continue to accommodate these requests, primarily by receiving delegations from other 
countries and by providing seminars and professional training. In some cases, our employees will travel to countries 
that have specific needs on-site. While we work on a fee-for-service basis in these cases, it is not always possible to 
do so. 

Our President and Chief Executive Officer is the chairperson of the Working Group on Deposit Insurance of the 
international Financial Stability Forum (FSF), a group established by the G7 finance ministers and central bank 
governors. The Working Group’s principal task is to develop international guidance for deposit insurance. Its final 
report will be submitted to the FSF in September 2001. 

3.6.4 Background to Strategic Plans 

We have developed long-term strategic plans in the areas of communications, information technology and human 
resources, and have embarked on a knowledge management initiative. These efforts, described below, are supported 
by the findings of the Auditor General’s 1999 special examination of CDIC and by our own internal audit 
recommendations. 

3.6.4.1 Communications Strategic Plan 

The Office of the Auditor General’s 1999 special examination reinforced our decision to implement an external 
communications strategy to promote greater public awareness of deposit insurance. We conducted a research 
program and put in place a long-term communications strategic plan with supporting resources ($2.5 million for 
2000/2001). 

Our research indicated that many Canadians have been uncertain about aspects of deposit insurance. A significant 
number have believed mistakenly that any product purchased at a member institution is automatically insured. The 
proliferation of mutual funds and hybrid investment/deposit instruments offered by member institutions has added 
to this uncertainty. 

Our communications strategic plan, approved by the Board of Directors in May 2000, has adopted a number of 
approaches to increase public awareness. The main thrust of the plan is a television advertising campaign targeting 
Canadians in the 25 to 69 age group. The campaign provides basic information on what deposit insurance is, what it 
does or does not cover, and explains how viewers may obtain more information. 

We have also conducted research on the availability of deposit insurance brochures and Deposit Registers at 
branches of member institutions. We have discovered that while CDIC brochures are widely available, Deposit 
Registers are often not readily accessible. 

Future research surveys will measure the effectiveness of our communications initiatives compared to rigorous 
targets. Revisions to our communications strategic plan and supporting resource requirements, based on annual 
research results, will be presented to our Board of Directors in May of each year. 

3.6.4.2 Information Systems Strategic Plan 

Information and communications technologies continue to streamline work processes and to maximize productivity. 
An information-systems strategic plan, currently under development and on track for completion before the end of 
the current fiscal year, aims to ensure that our information technology remains up-to-date and supports our short 
and long-term business requirements. A number of initiatives have been planned to improve our access to 
information. Network security is being enhanced to permit greater utilization of the Internet, while our data 
warehouse will be expanded. Although the plan spans a three year horizon, it will be reassessed annually to 



incorporate advances in technology and systems as they arise. 

3.6.4.3 Human Resources Strategic Plan 

Our human resources strategic plan has been devised to capitalize on CDIC’s reputation, and the specialized nature 
of the work we do, to attract the most talented employees available. We aim to keep these employees by providing 
challenging opportunities in a positive work environment. 

While our work requires employees who have already gained certain skills and knowledge through education and 
work experience, we are committed to providing enhanced training for their current positions and for future 
opportunities within the organization. This includes specialized training in deposit insurance, professional 
accounting qualifications and language training among others. In accordance with succession planning and career 
progression initiatives, employees identified as potential successors in key positions are being offered assignments, 
training courses or professional development as required. 

We continue to ensure that our compensation package is competitive and that our workplace and its equipment are 
current. Above all, we insist on a work environment that is safe, free of discrimination and harassment, and that 
values diversity. 

 

3.6.4.4 Knowledge Management 

We are a knowledge-based organization that creates and adds value through the application of knowledge. In the 
past, CDIC has implemented policies, documented key processes, regularly re-assessed our approach to payouts, 
and generally exchanged knowledge through regular meetings and by adhering to a teamwork approach. In the fall 
of 2000, however, we launched an initiative to enhance our management of corporate knowledge by means of a 
strategy that reflects how knowledge is best created, captured and levered. 

We will coordinate the elements of the knowledge management initiative with our human resources strategic plan 
and initiatives in other areas, such as the development of our electronic documents and records management 
systems, contingency planning work and our performance management scorecard. 

 
 



 
   

 

 
 

3.7 Supporting Human Resource Requirements 

A summary of our human resource requirements for the planning period is provided below. 

The 1999 report of the Auditor GeneralÕs special examination made a number of specific recommendations in 
support of our management initiatives. These included updating the Standards of Sound Business and Financial 
Practices and related reporting processes, revising and enhancing our risk assessment activity in support of 
information exchange with the Office of the Superintendent of Financial Institutions, and initiatives to increase 
public awareness.

In order to address these areas effectively, we have increased resources in certain key areas, most notably, 
Insurance and Risk Assessment. In addition, it is essential for CDIC to be current with technological changes 
occurring in the financial sector, which also requires an investment of resources. All of this has had an impact on 
our knowledge management, risk assessment and intervention strategies. The human resource implications of these 
initiatives are illustrated in the table above, while their budget implications are reflected in the Financial Plan in 
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3.8 Performance Management Scorecard – New Objectives

Our objectives, associated initiatives, measures and targets for the planning period are reflected in the following 
performance management scorecard for the 2001/2002 to 2005/2006 period. 
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CHAPTER 4—FINANCIAL PLAN

Our five-year Financial Plan is based on the economic assumptions and planning premises set forth in Sections 2.3 
and 2.4 respectively.

4.1 Financial Performance – 1999/2000 and 2000/2001

The following subsection provides an overview of CDIC’s performance, compared with our Financial Plan for 
1999/2000 to 2000/2001, and the budgets supporting our objectives for the fiscal year ending March 31, 2002. 

4.1.1 Performance Against Plan – Financial Highlights 

Our five-year pro forma financial statements are found in Appendix B. The following table highlights our 
performance in selected areas for 1999/2000 and 2000/2001. 
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1999/2000 Actual to Plan 

Premium revenue was $9 million higher than projected in the Financial Plan. For the most part, this was the result 
of an increase in the insured deposit base from a forecast level of $308 billion to an actual assessed level of 
$317 billion. 

Net operating income was $53 million lower than Plan. Some $24 million of post-liquidation interest, forecast to be 
received during 1999/2000 from Principal Savings and Trust, was accrued in the previous year. The remaining 
$29 million of post-liquidation interest, originally forecast to be received from the estate of Confederation Trust 
Corporation, has been delayed pending the resolution of claims and litigation. 

As of March 31, 2000, loans receivable were lower than Plan by $56 million, primarily as a result of accelerated 
payments received from Adelaide Capital Corporation, Settlers Savings & Mortgage Corporation and the Canadian 
Commercial Bank – Mortgage Investment Corporation. 

Claims receivable were $63 million higher than Plan. This variance was the result of delayed recoveries of $61 
million from several estates and write-offs totalling $2 million. 

The allowance for loss on loans and claims receivable is $13 million lower than Plan due to a reduction in losses 
from various failed institutions. 

The provision for guarantees is $5 million lower than Plan primarily because of timing differences on payments 
under the Toronto-Dominion Bank deficiency coverage agreements. 

2000/2001 Forecast to Approved Plan 

Premium revenue is projected at $5 million higher than Plan, resulting from a 0.8 per cent increase in the insured 
deposit base (with the forecast being $325 billion, and actual becoming $327 billion). 

Loans receivable are projected to be $13 million lower than the approved Plan. Recoveries received during 
2000/2001 from Adelaide Capital Corporation were accelerated as a result of improved economic market conditions 
that allowed for the assets to be realized sooner than anticipated. 



Claims receivable are projected to be $10 million lower than Plan. This is mainly due to earlier than expected 
recoveries from various estates. 

The allowance for losses on loans and claims receivable are projected to be $13 million lower than Plan. This is due 
to reductions in losses from various failed institutions. 

The provision for guarantees is projected to be $5 million higher than Plan due to the timing differences on 
payments under the Toronto-Dominion Bank Deficiency Coverage Agreements. 

The provision for insurance losses of some $400 million is forecast to remain unchanged. 

Net operating income (defined as interest and other revenue less operating expenses) is projected to be $13 million, 
against a Plan amount of $9 million. This variance is primarily the result of higher than forecast interest revenue on 
cash and investments (due to higher than anticipated cash balances) offset by $2 million of post-liquidation interest 
from Principal Savings & Trust Company accrued in the previous year. 

The accumulated surplus is projected to be $21 million higher than Plan. 

4.1.2 Performance Against Plan – Operating and Capital Budgets 

The following table provides an overview of the budgets for 1999/2000 and 2000/2001. An explanation of the 
major variances follows.

1999/2000 Actual to Plan 

Interest income and other revenue 
Interest income and other revenue were $52 million lower than Plan. Post-liquidation interest forecast to be 
received during 1999/2000 from Principal Savings & Trust Company was accrued in the previous year. Post-
liquidation interest forecast to be received from the estate of Confederation Trust Corporation has been delayed 
pending the resolution of claims and litigation. 

Operating expenses
Actual operating expenses totalled $17.5 million compared with a budget of $17.3 million. 

Capital expenditures 
Upgrades to our information systems, including those ensuring Y2K compliance, were made in accordance with our 
life-cycle plan for maintaining CDIC’s equipment and information technology requirements. 

2000/2001 Forecast Against Plan 

Interest income and other revenue 
Interest income and other revenue are projected to be $5 million greater than Plan owing to a combination of higher 



cash balances and higher than anticipated interest yields. 

Operating expenses 
Operating expenses are projected to total $20.6 million compared with the approved budget of $20.3 million. The 
variance is mainly the result of increased salary costs due to the implementation of a new compensation system. 

Given our emphasis on managing within operating budgets, costs that arise due to unplanned activities are, 
whenever possible, absorbed within the existing Financial Plan. Before undertaking new activities requiring 
additional funds, management seeks the approval of the Board of Directors. During the current year, the Board 
authorized an additional expenditure to enhance our risk assessment methodology. 

Capital expenditures 
Upgrades to our information systems are planned for the current fiscal year. Our annual upgrading or replacement 
of personal computers and network equipment will continue according to a life-cycle plan aimed at maintaining a 
stable and current technological environment. 

Capital expenditures for 2000/2001 are expected to be $550,000, as budgeted. 

 
 



 
   

 

 
 

4.2 Five-Year Financial Plan (Appendix B)

We will collect approximately $140 million in premiums from member institutions during the year ended March 
31, 2001. Premiums of $143 million are budgeted for fiscal year 2001/2002. 

The premium revenue for the years ending 2003 to 2006 is based on the following assumptions: 

●   Premium rates remain the same as those used in 2001/2002;
●   The distribution of member institutions across premium categories is the same as for the year ended March 

31, 2001; and
●   The growth of insured deposits is in accordance with the economic assumptions in Section 2.3 of this 

document.

In accordance with past practice, premium rates are fixed annually based on our membership risk profile, the 
economic environment and CDIC’s financial condition. In addition, we will continue this year to review our 
provisioning methodology for insurance losses, consider the merits of establishing a deposit insurance fund and 
consider the implications for future premium revenue. Accordingly, the premium revenue for the years ending 2003 
to 2006 may be subject to material change. 

Over the five-year planning period, interest income on investments is expected to total $336 million while operating 
expenses are budgeted at $105 million. This provides a net operating income of $231 million. 

We have sufficient funds available to meet all payments under guarantee obligations due in fiscal 2001/2002. 

The adequacy of provisions for losses is assessed on an annual basis, and, if necessary, adjustments are recorded. 
No failures are projected for the planning period. If a failure were to occur, our surplus could be adversely affected. 
An analysis of factors that might influence our surplus position can be found in Section 4.3. 

The net realizable value of all outstanding claims and loans receivable, which was $156 million on March 31, 2000, 
will be fully realized within the planning period. 

The 2000/2001 forecast indicates $96 million will be recovered against outstanding claims and loans. We estimate 
that $38 million of claims receivable will be recovered during the planning period, while loan collections will 
generate an additional $20 million. The remaining $2 million will be written off during the planning period. 
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The guarantee liabilities for the Toronto-Dominion Bank under the Deficiency Coverage Agreement, forecast at 
$40 million as of March 31, 2001, are expected to be retired by the year ended March 31, 2003. 

An accumulated surplus of $533 million is expected as of March 31, 2002, and is expected to grow to 
approximately $1.4 billion as of March 31, 2006, consistent with the planning premises in Section 2.4. 

No borrowings or borrowing costs are projected over the planning period. 

 
 



 
   

 

 
 

4.3 Sensitivity Analysis

The financial projections of this Summary are susceptible to a number of external factors. It is important to 
understand the implications of changes in the value of these factors. The various scenarios provided in the 
following sensitivity analysis do not reflect CDIC’s view of the economy, but merely provide an indication of its 
sensitivity to fluctuating external variables. 

4.3.1 Sensitivity of the Financial Plan 

The sensitivity analysis in Table 4-1 shows how our accumulated surplus (deficit) and the provision for guarantees 
could change based upon fluctuations in six key variables underlying a base scenario. Changes in these variables 
could materially affect our financial position. 

The six variables are: 

1.  Interest rate fluctuations: This assumes a parallel shift over the entire 5-year yield curve. The base-case 
yield curve is the Government of Canada curve as of October 31, 2000.

2.  Premium growth rate: This reflects the effect on premium revenue of the estimated annual increases in 
insured deposits and the levels at which premium rates are approved. 

3.  Realizations on asset recoveries: The base case represents recoveries from claims and loans receivable as 
forecast in liquidator and manager business plans. The best and worst-case scenarios are expressed as a 
percentage of the base case.

4.  Payments under the guarantees: These reflect anticipated payments under various guarantees we provide 
to member institutions.

5.  Additional Failures: The failure of a member institution in the worst-case scenario is assumed to occur in 
December 2001. An immediate principal loss of 11 per cent is assumed. The repayment of the remaining 
claim is assumed to occur in equal amounts over a five-year period.

6.  Provision for insurance losses: This assumes different levels for the provision.
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The analysis indicates that under the base-case scenario, an accumulated surplus of $533 million is anticipated at 
the end of 2001/2002. The current forecast surplus for March 31, 2001 is $347 million. Any changes outlined in the 
best-case scenario would lead to an increased surplus during the planning period. 

Under the worst-case scenario, CDIC would have sufficient cash to fund the assumed failure and would not need to 
borrow funds to meet its guarantee obligations. Under this scenario, the deficit would be eliminated during the year 
2002/2003. 

 
 



 
   

 

 
 

4.4 Operating Plan – 2001/2002

Our 2001/2002 operating budget (Pro Forma Statement of Net Income on page 47) reflects $45 million in interest 
and other revenue and $21 million in expenditures resulting in a net operating income of $24 million. 
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4.5 Capital Plan – 2001/2002

The budget for capital expenditures in 2001/2002 is $575,000. Our capital expenditures are for computer hardware, 
furniture and equipment. 
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4.6 Borrowing Plan

4.6.1 Debt Management 

On December 31, 2000 we had no debt outstanding. We do not anticipate any new borrowing activity over the 
planning period. Our remaining obligations are in respect of on-going guarantees under deficiency coverage 
arrangements, which expire in 2002, and for which we have adequate cash resources. 

Under our treasury policies, our financings are to be matched within certain parameters to cash and maturing short-
term investments, anticipated premium revenues and recoveries of loans and claims. The Risk Management Unit is 
responsible for identifying, measuring, monitoring and reporting financial risk exposure to the Chief Financial 
Officer in a manner consistent with Board-approved treasury policies. The Risk Management Unit meets 
throughout the year to ensure that its responsibilities are carried out. 

4.6.2 Borrowing Plan 

Pursuant to Section 10.1 (1) of the CDIC Act, at the Corporation’s request, the Minister of Finance can make loans 
to CDIC from the Consolidated Revenue Fund on such terms and conditions that the Minister may establish. The 
CDIC Act also provides that the Corporation can borrow by means other than the Consolidated Revenue Fund. 
Total principal indebtedness from all sources is not to exceed $6 billion. The Act also allows the Minister to charge 
CDIC a credit enhancement fee in respect of any borrowings. 

We have the ability to borrow funds, if required, by issuing commercial paper and/or medium-term notes in 
domestic and other markets. Any debt issuance will require specific approval of the Board of Directors and the 
Minister. 

We have approved a general treasury policy as well as treasury-related policies in respect of investments, debt 
management and risk management. These policies are subject to regular review (at least annually) by management, 
and any changes proposed to them require authorization by the Board of Directors. 

CDIC has adopted a strategy in the past that its investment portfolio would be used as a first call on liquidity in the 
event of an intervention. This strategy has implied that our investment portfolio would be positioned toward low-
risk and highly liquid instruments. However, since we expect to generate additional premium revenues and 
investment income, a review of this strategy will be undertaken to ensure that it remains in keeping with our long-
term goals. 
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CDIC has credit facilities in place with its banker in the amount of up to $10 million for cash management 
purposes. These credit facilities are specifically exempt from the credit enhancement fee that applies to other 
borrowings. We do not expect to draw on these credit facilities during the planning period. 

 
 



 
   

 

 
 

APPENDIX A

Overview of CDIC

The Canada Deposit Insurance Corporation was established in 1967 by the Canada Deposit Insurance Corporation 
Act. The Corporation is for all purposes an agent of Her Majesty in right of Canada and is a Crown corporation 
named in Part I of Schedule III to the Financial Administration Act. 

The Corporation reports to Parliament through the Minister of Finance, who has delegated certain responsibilities 
for CDIC matters to the Secretary of State (International Financial Institutions). CDIC’s Board of Directors 
comprises the Chairperson, the Governor of the Bank of Canada, the Deputy Minister of Finance, and the 
Superintendent and Deputy Superintendent of Financial Institutions. As well, there are four private-sector directors. 
The Governor in Council appoints the Chairperson, the four independent private sector directors, and the President 
and CEO. 

The Corporation’s objects, as set out in its legislation, are to provide insurance against the loss of part or all of 
deposits, to be instrumental in the promotion of standards of sound business and financial practices for member 
institutions, and to promote and otherwise contribute to the stability of the financial system in Canada. These 
objects are to be pursued for the benefit of persons having deposits with member institutions and in such a manner 
as will minimize the exposure of the Corporation to loss. 

To carry out its work, CDIC relies on the work of the Office of the Superintendent of Financial Institutions and 
provincial regulators. They are responsible for regulatory supervision and for ensuring that member institutions 
follow the rules and regulations and remain financially viable. CDIC has no regulatory role. It receives and closely 
follows the regulators’ reports. Only when an institution becomes a cause for concern does CDIC become more 
active, working in close collaboration with the regulators. If an institution poses a significant risk of loss to the 
Corporation, CDIC usually undertakes an intensive special examination of the company’s operations and the value 
of its assets to clarify CDIC’s risk and to establish an information base upon which the Corporation can act 
promptly toward failure resolution. 

CDIC has also received ancillary powers beyond those found in its own governing legislation. Part X of the 
Financial Administration Act, for example, sets out provisions applicable to Crown corporations. Under the 
Cooperative Credit Associations Act, the Corporation may make short-term loans to an association or to a deposit 
protection agency, defined in the legislation, to enable them to meet their requirements for liquid funds. In such 
cases, CDIC does not insure the deposits or debt instruments of associations and deposit protection agencies. CDIC, 
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in effect, acts as a conduit whereby funding from the federal government flows to these institutions. CDIC incurs no 
financial liability or risk. To date, no requests have been made under this Act. 

Membership 

Membership with CDIC is limited to banks, federally incorporated trust or loan companies, and provincially 
incorporated trust or loan companies. To obtain membership, an application must be submitted to CDIC and 
approved by its Board of Directors. Provincially incorporated institutions must be authorized by the province of 
incorporation to apply for deposit insurance. 

Deposit Insurance Protection 

Under the CDIC Act, the maximum basic protection for eligible deposits is $60,000 per person at each member 
institution. CDIC provides separate protection for eligible deposits held jointly, in trust, in registered retirement 
savings plans, and in registered retirement income funds, also to a maximum of $60,000 in each category.Premiums 

The Corporation is funded by premiums that are assessed on the insured deposits of member institutions as at April 
30 of each year. Until 1999, the premium rate was the same for all member institutions. In 1999, CDIC adopted a 
differential premiums structure having four premium rates, now ranging from one-third of one percent to one-
twenty-fourth of one percent of insured deposits. In 2000/2001, member institutions paid $140 million in premiums. 

Deposits in Quebec 

Deposit insurance protection is the same for all member institutions with the exception of deposits accepted in the 
province of Quebec by provincially incorporated members. The province of Quebec has a deposit insurance plan of 
its own under the administration of the Quebec Deposit Insurance Board (QDIB). Under the terms of an agreement 
between CDIC and QDIB, deposits made in Quebec with provincially incorporated members are insured by QDIB, 
and deposits made outside Quebec with such members are insured by CDIC. The maximum aggregate repayment 
from both agencies would not exceed $60,000. Deposits made with federally incorporated members are insured by 
CDIC regardless of the province in which the deposit was made. 



 

 





 

 
 



 
   

 

 
 

APPENDIX B
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The projected amounts in this pro forma Balance Sheet reflect premium revenue for the years ending 2003 to 2006 
that is based on the following assumptions: premium rates remain the same as those used in 2001/2002; the 
distribution of member institutions across premium categories is the same as for the year ended March 31, 2001; 
and, the growth of insured deposits is in accordance with the economic assumptions in section 2.3 of this document. 
In accordance with past CDIC practice, premium rates are fixed annually considering the Corporation’s financial 
condition, the economic environment and the membership risk profile. In addition, during the coming year, CDIC 
will continue to review its provisioning methodology for insurance losses, consider the merits of establishing a 
deposit insurance fund and the implications for future premium revenue. Accordingly, the premium revenue for the 
years ending 2003 to 2006 may be subject to material change. 

 

*The premium revenue for the years ending 2003 to 2006 is based on the following assumptions: premium rates 
remain the same as those used in 2001/2002; the distribution of member institutions across premium categories is 
the same as for the year ended March 31, 2001; and, the growth of insured deposits is in accordance with the 
economic assumptions in section 2.3 of this document. In accordance with past CDIC practice, premium rates are 
fixed annually considering the Corporation’s financial condition, the economic environment and the membership 
risk profile. In addition, during the coming year, CDIC will continue to review its provisioning methodology for 
insurance losses, consider the merits of establishing a deposit insurance fund and the implications for future 
premium revenue. Accordingly, the premium revenue for the years ending 2003 to 2006 may be subject to material 
change. 



 

The projected amounts in this pro forma Statement of Cash Flows reflect premium revenue for the years ending 
2003 to 2006 that is based on the following assumptions: premium rates remain the same as those used in 
2001/2002; the distribution of member institutions across premium categories is the same as for the year ended 
March 31, 2001; and, the growth of insured deposits is in accordance with the economic assumptions in section 2.3 
of this document. In accordance with past CDIC practice, premium rates are fixed annually considering the 
CorporationÕs financial condition, the economic environment and the membership risk profile. In addition, during 
the coming year, CDIC will continue to review its provisioning methodology for insurance losses, consider the 
merits of establishing a deposit insurance fund and the implications for future premium revenue. Accordingly, the 
premium revenue for the years ending 2003 to 2006 may be subject to material change.



*The premium revenue for the years ending 2003 to 2006 is based on the following assumptions: premium rates 
remain the same as those used in 2001/2002; the distribution of member institutions across premium categories is 
the same as for the year ended March 31, 2001; and, the growth of insured deposits is in accordance with the 
economic assumptions in section 2.3 of this document. In accordance with past CDIC practice, premium rates are 
fixed annually considering the Corporation’s financial condition, the economic environment and the membership 
risk profile. In addition, during the coming year, CDIC will continue to review its provisioning methodology for 
insurance losses, consider the merits of establishing a deposit insurance fund and the implications for future 
premium revenue. Accordingly, the premium revenue for the years ending 2003 to 2006 may be subject to material 
change. 

**Recoveries of amounts due from estates that were previously written off.

Note: Although total operating expenses have been estimated for the entire planning period, detailed breakdowns 
by category are not developed beyond 2001/2002. 

 




