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CORPORATE PROFILE  

Objects and Purposes 

The Canada Deposit Insurance Corporation was 
established in 1967 by the Canada Deposit Insurance 
Corporation Act. Its primary role is to provide for the 
benefit of persons having deposits in banks, trust and 
loan companies insurance against the loss of all or part of 
their deposits to a maximum of $60,000. 

In the furtherance of this main function the Corporation 
may also, amongst other powers, acquire assets from, or 
make or guarantee loans to, or deposits with, its member 
institutions for the purpose of averting or reducing a 
threatened loss to the Corporation. 

The Corporation is funded by member institutions by 
premiums which are assessed on the insured deposits on 
hand as at April 30th each year. The Minister of Finance 
is authorized, subject to the approval of the Governor in 
Council, to make loans to the Corporation out of the 
Consolidated Revenue Fund up to an aggregate of $1.5 
billion. 

To the extent that the Corporation earns investment 
revenue in excess of its operating costs it is subject to 
income tax. 

The Corporation has no subsidiaries nor affiliates. 

Other Legislation 

Under the provision of the Investment Companies Act, 
the Corporation is empowered to make short-term loans, 
as a lender of last resort, to Canadian controlled Sales 
Finance Companies. Also, under the provisions of the 
Cooperative Credit Association Act, the Corporation is 
empowered to make short-term loans, for liquidity 
purposes, to cooperative credit societies and to provin-
cially created corporations that provide, or administer, 
stabilization or liquidity funds for the benefit of credit 
unions and their members. The aforementioned functions 
are entirely separate from those performed by the 
Corporation under its Act of incorporation. The 
Corporation is not insuring the debt instruments of the 
sales finance companies or the deposits and debt 
instruments of the cooperative credit societies. The loans 
may be made only for the purpose of meeting short-term 
requirements for liquid funds and the source of funds for 
the Corporation to make these loans would be borrowed 
from the Consolidated Revenue Fund. 

The Corporation has entered into agreements, to make 
short-term loans for liquidity purposes, with the Credit 
Union Stabilization Corporation (Alberta), Credit Union 
Deposit Insurance Corporation of British Columbia and 
the Saskatchewan Credit Union Deposit Guarantee 
Corporation. 

No funds have been advanced under either Act. 
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BOARD OF DIRECTORS 
AND OFFICERS 

The Board of Directors consists of the Chairman, who is 
appointed by Governor in Council , and the persons who 
hold, respectively , the offices of the Governor of the Bank 
of Canada, the Deputy Minister of Finance, the 
Superintendent of Insurance and the Inspector General 
of Banks. 

Board of Directors 

R.A. McKinlay Chairman 

G.K. Bouey Governor of the 
Bank of Canada 

S.H. Hartt Deputy Minister 
of Finance 

R.M. Hammond Superintendent 
of Insurance 

W.A . Kennett Inspector General 
of Banks 

Officers 

C.C. de Lery Chief Executive Officer 

J .P . Sabourin Chief Operating Officer 

G.I. Ferguson Corporate Secretary 
and General Counsel 
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CHAIRMAN'S REMARKS  

This year the Chairman's overview will be brief for the 
present incumbent only assumed his duties on October 1, 
1985. At the outset appreciation must be expressed to 
Mr. W.A. Kennett, who following the resignation of Mr. 
Robert De Coster as Chairman in June 1985, assumed 
the position of acting Chairman at a time when he already 
had very heavy demands on his time in connection with 
his primary responsibilities as Inspector General of 
Banks. Mr. Kennett has remained as a Director and his 
wise counsel and experience continue to add much 
strength and wisdom to the Board's deliberations. 

Future Role and Structure of CDIC 

During 1985 and carrying on into 1986, the role of 
deposit insurance and the regulation of financial institu-
tions have attracted much public attention and have been 
the subject of numerous enquiries. While emphasis has 
varied, a general concensus seems to have developed that 
the CDIC should continue as an independent Crown 
corporation providing insurance to small depositors and 
that it be financed by member institutions as heretofore, 
but with premiums adjusted as provided for in Bill C-86. 

Since incorporation the Board of Directors has been 
made up of four senior government officials; namely, the 
Governor of the Bank of Canada, the Deputy Minister of 
Finance, the Inspector General of Banks, the Superin-
tendent of Insurance, and the Chairman appointed by the 
Governor in Council. Bill C-86, an Act to amend the 
Canada Deposit Insurance Corporation Act which is 
currently before Parliament, amongst other things pro-
vides that the Board of CDIC be increased by the 
addition of four directors likely to be drawn from the 
private sector. This will provide a useful cross fertilization 
of ideas, skills and backgrounds, and will better equip the 
Corporation to carry out its mandate in the future. 

As a result of the insolvencies of financial institutions 
which have occurred in recent years, it has become 
necessary for the Corporation to be involved in the 
supervision and monitoring of the activities of various 
professional agents, liquidators and receivers who are 
handling the 16 insolvencies in which CDIC is a major 
creditor. The total book value of the assets under 
administration amounts to nearly $5 billion. 

The experience which CDIC staff is gaining in dealing 
with these insolvencies will be of value in working with 
the primary regulators in an effort to avert problems in 
the future. 

Recognizing this important addition to its responsibilities, 
the management of the Corporation under the able 
direction of the Chief Executive Officer, M r. Charles de 
Léry and the Chief Operating Officer, Mr. J.P. Sabourin, 
is currently in the process of reorganizing and augmenting 
the staff with appropriately trained and experienced 
people. It is a major objective of the Corporation to 
complete this organizational upgrading well before the 
end of 1986. Without good people the duties of the 
Corporation cannot be adequately carried out. 

Late in 1985 Mr. G.I. Ferguson joined the Corporation as 
General Counsel and Secretary. His background in 
corporate and insolvency matters gained during 11 years 
as a partner with a major Toronto based law firm will be 
of significant value to CDIC. 

A vital objective over the next several years will be to 
restore the financial health of CDIC by eliminating the 
deficit and thereafter accumulating a surplus of adequate 
amount. The increase in premiums provided for in Bill 
C-86 is an essential ingredient in this process. The other 
key factor is the receipt of the liquidation proceeds 
derived from the insolvencies currently under adminis-
tration. CDIC is, therefore, anxious that these insolvencies 
be administered both efficiently and fairly. The Canadian 
Commercial Bank and Northland Bank together account 
for the major portion of the assets being liquidated. 

Formal procedures have been established involving 
approvals by the Bank of Canada and CDIC in 
connection with liquidation decisions related to these two 
insolvent banks. During 1986 the procedures will be 
refined and streamlined. 

These comments would be incomplete if recognition is 
not given to the key role being undertaken by the 
professional agents, liquidators and receivers and their 
respective legal advisers. Canada has one of the best 
insolvency processes in the world staffed by dedicated 
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professionals. Without their availability the effective 
management of these major insolvencies would be indeed 
most difficult. 

CDIC as Inspector of Canadian Commercial Bank 
Liquidation 

CDIC has been ordered by Mr. Justice A.H.J. Wachowich 
of the Court of Queen's Bench of Alberta to act as the 
Inspector in connection with the liquidation of the 
Canadian Commercial Bank. The office of Inspector was 
ordered by the Court in accordance with the provisions 
contained in the Winding-up Act and to provide for the 
overseeing of the liquidation and thereby "ensure overall 
fairness in the winding-up of the Bank". The Order 
requires that in situations where a conflict of interest 
exists the transactions involved will require Court 
approval. His Lordship stated "this approach attempts to 
preserve the assets, to the greatest extent possible, for 
those entitled to their receipt". 

As an Officer of the Court, CDIC has a duty to carry out 
this special responsibility with care and diligence which it 
must and will do. 

Federal — Provincial Co-Operation 

In the various reports which dealt with the regulation of 
financial institutions and deposit insurance, the concept 
was advanced that a co-ordinating structure of one form 
or another be established. This concept recognized the 
blurring or overlap of financial services being provided 
by various types of financial institutions whose functions, 
until recently, had been more compartmentalized. This 
tendency towards more overlapping may well continue 
and it dictates the need for close co-ordination amongst 
regulators and the insurer. 

While CDIC is financed from premiums paid by member 
institutions, there is need for close and harmonious 
relationships with provincial authorities. Of the 177 total 
membership in CDIC, 43 members are provincially 
incorporated institutions. Recognizing that practical 
difficulties would arise in making the Board fully 
representative of all provincial jurisdictions, CDIC is, 
however, anxious to improve, and to a degree formalize, 
this communications process with the provincial author-
ities. The federal-provincial conference hosted by the 

British Columbia Ministry of Consumer and Corporate 
Affairs in March 1986 and co-chaired by The Honourable 
Barbara McDougall, Minister of State (Finance) and 
The Honourable E.N. Veitch, Minister of Consumer and 
Corporate Affairs of British Columbia, represents 
progress towards a higher level of co-operation and 
communication between both levels of Government. 
During 1986 CDIC will look forward to further federal-
provincial co-operation in connection with deposit 
insurance and related matters. 

Payouts Under Bill C-79, Financial Institutions 
Depositors Compensation Act 

Bill C-79, which is designed to compensate uninsured 
depositors of Canadian Commercial Bank and Northland 
Bank, received Royal Assent on December 20, 1985. 
Immediately thereafter, and in accordance with its 
appointment as Agent of the Government of Canada to 
administer the payout under the provision of the Act, the 
Corporation began the complex process. This has run 
smoothly and will be completed by April 1, 1986. 

United States Experience 

It is not uncommon nor an unwise practice when 
problems arise in Canada to look to what is happening in 
parallel areas in the United States. Regarding the 
Canadian banking failures in 1985, these are the only two 
to have occurred in sixty years and represent only about 
1% of the total Bank assets in Canada. In 1985 there were 
approximately 120 bank failures in the United States. On 
this measure Canadian performance looks rather well. 

Conclusion 

The Chairman wishes to express to the Board, the Real 
Estate Advisory Committee, the professional liquidators, 
the legal advisers, the management and the staff, his 
genuine appreciation for the support which they all have 
provided during his early months in office. During the 
year just completed the new insolvencies have made 
heavy demands upon all involved, and it is to their credit 
that the responsibilities of the Corporation have been 
discharged so well. 

The 3rd day of March 1986. 
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CHIEF EXECUTIVE OFFICER'S REVIEW OF OPERATIONS FOR 1985  

The year 1985 was another very hectic and demanding 
year for the Canada Deposit Insurance Corporation. 
Until 1983, there were only four insolvencies where the 
Corporation had to meet its obligations as the insurer of 
deposits. These involved very little loss except for District 
Trust Company which was placed under an agency 
agreement in 1982 and where the provision for loss is 
estimated at $16 million. 

However since 1983 things have changed dramatically. In 
addition to the eight institutions (Crown Trust, Greymac 
Trust, Greymac Mortgage, Seaway Trust, Seaway 
Mortgage, Fidelity Trust, Amic Mortgage in 1983 and 
Northguard Mortgage in 1984) where normal business 
activities had to be terminated as previously reported in 
our annual reports for those respective years, seven more 
institutions fell by the wayside in 1985. 

Pioneer Trust Company, Western Capital Trust, London 
Loan Limited and Continental Trust all encountered 
financial difficulties and liquidators were appointed by 
Court orders to wind-up their affairs. 

In March of 1985, the directors of the Corporation 
participated in the well publicized attempt of the Federal 
and Alberta Governments and the major banks to rescue 
the Canadian Commercial Bank. The Corporation was 
authorized by its Board to make available $75 million in 
that joint effort and this was done in the belief that, by 
participating in this rescue attempt, the Corporation 
would reduce its risk or avert the loss which it would face 
if the CCB failed at the time. It is regrettable that this 
attempt was not successful. 

Subsequently the directors of the Corporation were 
obliged to reconsider the above situation in light of the 
appointment of Curators by the Minister of Finance, for 
both Canadian Commercial Bank and Northland Bank 
to deal with the most serious problem to face the 
Canadian financial system in some years. The directors of 
the Corporation considered in the case of both banks that 
an application for their winding-up was appropriate. 
Court proceedings in Alberta and Manitoba (the respec-
tive head office jurisdictions of the two banks) were 
therefore initiated under the Winding-Up Act. 

A seventh member institution, the CCB Mortgage 
Investment Corporation also encountered financial and 
liquidity problems in 1985 and separate proceedings were 
undertaken in the Alberta Court in respect thereof. 

Subsequent to the year-end and in co-operation with its 
shareholders, an agreement has been entered into 
whereby CCB Mortgage Investment Corporation will 
wind down its affairs in an orderly manner. After a 
thorough review it was concluded that such an approach 
was in the best interest of all concerned and certainly 
would be less costly than formal court supervised 
proceedings. 

The Corporation met its obligation as an insurer under its 
statute by making payments to depositors to the extent of 
the $60,000 insurance limit and acquired these depositors' 
claims against the Estates of these above institutions. 
This has been a gigantic undertaking. The Corporation 
paid out approximately $906 million in respect of insured 
deposits represented by nearly 70,000 cheques. In 
addition thereto arrangements were also made for the 
transfer to other member institutions of some 27,000 
Registered Retirement Savings Plans and Registered 
Home Ownership Savings Plans in the case of Quebec 
residents which together aggregate some $156 million. 
Accordingly, these plans have not been deregistered 
under the Income Tax Act which otherwise would have 
been to the detriment of the plan holders. 

The Corporation was also appointed as Agent of the 
Government of Canada to make the payments authorized 
by the Financial Institutions Depositors Compensation 
Act (Bill C-79). These payouts are difficult as such things 
as set-offs, guarantees, participations and pledges must 
be taken into account. Extreme care must be taken to 
make sure that only net amounts which meet the criteria 
of the Act are being paid. 

Realization 

During 1985, for those institutions under agency agree-
ments, over $425 million was obtained from the 
realization of assets and $372 million in deposits were 
repaid. The total advanced by the Corporation under the 
agency agreements was $913 million at the end of 1985 
and are secured by specific or floating charges on the 
remaining assets of the companies concerned. Additional 
repayments in respect of the sums advanced will occur in 
1986 since the assets being realized by the agents should 
exceed maturing deposit liabilities. 

With respect to those institutions under liquidation, the 
Corporation received during 1985 some $130 million 
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from the court appointed liquidators by way of dividend 
and / or payment from the realization of assets under their 
administration. The Corporation anticipates substantial 
additional recoveries in this regard during the course of 
1986. 

Inspections 

Under the terms of the Canada Deposit Insurance 
Corporation Act, acting on behalf of the CDIC, the 
Superintendent of Insurance examined the affairs of the 
66 federally incorporated trust companies and loan 
companies, and the Inspector General of Banks examined 
the affairs of the 68 banks. Forty three (43) provincial 
institutions were also examined on behalf of CDIC, by 
persons designated by it for that purpose. 

Corporate Plan 

In accordance with the requirements of the Financial 
Administration Act, the Corporation submitted to the 
Minister of State for Finance a 5 year corporate plan and 
its annual operating and capital budgets for 1986 which 
were all approved by the Governor in Council in 
December 1985. 

Financial 

Financial transactions for the year are shown in the 
attached statements. 

For the year ended December 31, 1985, CDIC's income 
from interest on investments and administrative opera-
tions amounted to $8.9 million and its expenses totalled 
$51.5 million consisting in large part ($35 million) of 
interest on borrowings leaving a net loss of $42.6 million. 

The Corporation received $105 million in income from 
loans made to member institutions under agency agree-
ments and paid offsetting interest of $109 million to 
agents that had advanced loans on behalf of the 
Corporation. As these previously mentioned institutions 
are insolvent, the interest payments increase their deficits 
and therefore increase the Corporation's losses. 

The premiums assessed during the year totalled $58 
million, an increase of $4 million over the previous year 
or approximately 7.5%. The accumulated premiums as at 
year-end totalled $345 million (1984 - $287 million). 

The gross loss from insurance operations as at year-end 
1984, totalled $542 million and the total deficiency in the 
Deposit Insurance Fund amounted to $827 million as at 
that year-end. The deficiency in the Deposit Insurance 
Fund at year-end 1984 included an additional provision 

for that year of $600 million to the previous year's (1983) 
provision for loss of $650 million. 

As at December 31, 1985, the gross loss from insurance 
operations totalled $366 million which added to the 1984 
year-end deficiency of $827 million plus the previously 
mentioned net loss from its investment and administrative 
operations of $42 million resulted in a year-end deficiency 
of $1,235 million. The Corporation made payment of 
claims in respect of insured deposits totalling $1,062 
million in 1985 using in part its own resources plus funds 
from loans totalling $935 million from the Consolidated 
Revenue Fund. 

Even though the Corporation's financial statements 
show this huge deficit, its ability to meet its obligations as 
an insurer is not at risk. The Corporation is assured of 
adequate financial resources either by way of annual 
premiums paid by member institutions or by temporary 
financing through interest-bearing loans from the 
Consolidated Revenue Fund. Statutory authority exists 
to authorize such loans to an aggregate of $1.5 billion (see 
note 7 of Financial Statements). 

The Corporation's capital and operating budgets for 
1985 were prepared in the latter part of 1984. The 
Corporation had no knowledge at that time of the events 
of 1985 which it would be called upon to face. In the 
circumstances, a comparison of actual performance to 
budget has not been attempted in this report. 

At year-end, total insured deposits with member institu-
tions amounted to $174 billion (an increase of 7.5%) 
made up of $160 billion in federally incorporated 
institutions and $14 billion in provincially incorporated 
institutions. 

Legislation 

Proposed amendments to the Corporation's legislation 
(Bill C-86) have been tabled in the House of Commons. 
One of these amendments contemplates increasing for 
one year effective February 1, 1986, the premium 
structure charged to its member institutions from 1/ 30 of 
1% to 1/ 10 of 1% of insured deposit liabilities. If enacted, 
we estimate that the Corporation will receive some $216 
million during 1986. Should such a premium structure be 
continued for subsequent years and should there be no 
new major insolvencies, our deficit and borrowings from 
the Consolidated Revenue Fund should be eliminated by 
say 1992. 

The second major amendment under this legislation is the 
increase of the membership of the Corporation's Board 
of Directors from five to nine members. The Board now 
consists of the Governor of the Bank of Canada, the 
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Deputy Minister of Finance, the Inspector General of 
Banks, the Superintendent of Insurance and the Chairman 
appointed by the Governor in Council. The practice has 
been to appoint the Chairman from outside of the public 
service. Therefore, if enacted, four additional outside 
directors will be named to the Board which will provide 
the Corporation with an effective and useful balance of 
background and experience. 

Advisory Committee 

Regular scheduled monthly meetings of the Corporation's 
Real Estate Advisory Committee were held in 1985. 

The Committee is Chaired by Mr. William C. Poole, 
Senior Vice-President, Realty Advisory Group of the 
Toronto-Dominion Bank. The other members are Mr. 
Joseph Berman, co-founder and formerly a director of 
The Cadillac Fairview Corporation, Mr. David C. 
Howard, Chairman, Citicom Inc., and formerly President 
of Gulf Realty Co., Mr. Kenneth Rotenberg, Chairman 
of the Board, Rostland Corporation, and Herbert I. 
Stricker, President, Heathcliffe Developments Limited. 
A sixth member, Mr. John W. McCool, Senior Vice-
President, Real Estate, Bank of Montreal, resigned last 
July for business and personal reasons. 

The main function of the Committee is to advise CDIC 
on Real Estate matters in the Corporation's efforts to 
optimize and rationalize its disposition and processing 
strategies. The Committee reviews the marketing strategies 
and programs conceived by the sundry agents, Receivers 
and Liquidators, reviews in the case of individual 
properties of higher value, proposed listings, terms of 
sales including fees and commissions of sales agents and 
provides as well general advice on guidelines, markets, 
agents' commissions etc.. . 

The expertise of this small group of real estate profes-
sionals has already produced substantial financial benefits 
for the Corporation and their significant contribution is 
much appreciated. During 1986 we expect that their 
expertise will be called upon in helping the Corporation 
and the Liquidators develop disposition strategies for the 
substantial assets of companies under agency agreements 
or liquidation which include the Canadian Commercial 
Bank and the Northland Bank. 

Former Cadillac Fairview Properties 

The joint report on a disposition strategy for the above 
mentioned properties prepared by The Clarkson Company 
Limited, Interim Receiver and Manager of the properties, 
and Mr. Bruce Robertson, the Provisional Liquidator of 

Seaway Trust Company, was submitted to the Honourable 
Mr. Justice Craig of the Supreme Court of Ontario on 
June 20, 1985. 

The said Court directed Clarkson Gordon Inc., (formerly 
The Clarkson Company) to carry out the disposition 
strategy outlined in its above mentioned report. Since 
then Clarkson Gordon Inc., has been actively pursuing a 
variety of tasks required prior to actually introducing the 
properties to the market. At the end of January 1986, 
Clarkson Gordon Inc., launched an international 
marketing program aimed at selling the 26 complexes 
involving 10,931 apartments and town-houses. It is 
interesting to note that many tenants have indicated an 
interest to buy their apartments and convert them to 
condominiums. All enquiries and indicated interests are 
being fully investigated and researched. 

Organization and Staffing 

Mr. Robert De Coster as mentioned in his overview of 
the 1984 annual report, tendered his resignation which 
became effective May 1985. The Corporation recognizes 
the contribution made by Mr. De Coster during his term 
of two and a half years as Chairman. 

Mr. W.A. Kennett, the Inspector General of Banks, was 
then appointed acting Chairman. On September 30, 
1985, The Honourable Barbara McDougall announced 
the appointment of Mr. Ronald A. McKinlay as 
Chairman of the Corporation. Mr. McKinlay had retired 
in January 1985 as Chairman of the Clarkson Company 
Limited where he had worked since 1966. Previous to 
that he had been an industrial adviser at the Bank of 
M ontreal. 

Mr. H.B. McDonald, Q.C., retired in December 1985 as 
Legal Counsel. Mr. McDonald has been associated with 
the Corporation since 1970 at which time he provided 
legal advice to the Corporation in his capacity of Legal 
Adviser for the Department of Insurance. We were 
greatly saddened in July 1985, by the death of Mr. T.J. 
(Ted) Davis, our Secretary-Treasurer. Mr. Davis had 
served the Corporation since its establishment in 1967. 

In view of the many additional problems, duties and 
extremely high volume of work which the Corporation 
has had to assume over the past few years, we had to 
increase the number of our staff by seven people over the 
year. Our corporate plan referred to earlier contemplates 
a total staff complement of thirty employees, mostly all 
specialists in their respective fields of endeavor. We have 
replaced with full time staff several of the consultants 
hired in 1983 and subsequently. 
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The backbone and strength of any corporation are its 
people and we are indeed very fortunate for the 
dedication, support and loyalty of our staff. During the 
past year our staff willingly volunteered to work 
hundreds of hours of overtime including weekends to 
allow the Corporation to meet and discharge its 

responsibilities . We acknowledge their significant contri-
bution and extend to each and every member our sincere 
appreciation. 

The 3rd day of March 1986. 
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A U D I T O R  G E N E R A L  OF  C A N A D A V É R I F I C A T E U R  G É N É RAL DU CANADA

AUDITOR's REPORT

The Honourable Michael Wilson, P.C., M.P. 
Minister of Finance

I have examined the balance sheet of the Canada Deposit Insurance 
Corporation as at December 31, 1985 and the statements of investment and 
administrative operations, deposit insurance fund and changes in financial 
position for the year then ended. My examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circumstances.

In my opinion, these financial statements present fairly the 
financial position of the Corporation as at December 31, 1985 and the 
results of its operations for the year then ended in accordance with 
generally accepted accounting principles applied, after giving retroactive 
effect to the change in accounting policy as described in Note 3 to the 
financial statements, on a basis consistent with that of the preceding 
year.

Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial statements, 
have, in all significant respects, been in accordance with Part XII of the 
Financial Administration Act and regulations, the Canada Deposit Insurance 
Corporation Act and the by-laws of the Corporation.

Kenneth M. Dye, F.C.A. 
Auditor General of Canada

Ottawa, Canada 
March 3, 1986
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CANADA DEPOSIT INSURANCE CORPORATION 
Balance Sheet 

as at December 31 , 1985 
(in thousands of do llars) 

ASSETS LIABILITI ES 

1985 1984 1985 1984 

(restated) (reslated) 

Treasury b ills a nd term deposits 64.09 1 78.552 Bank indebtedness 10.5.12 21..166 

Premiums a nd other accounts rece ivable 16.95 1 12 . .188 Accounts payable 2.626 4.7.17 

Accrued interest on t reasury bills 100 54 1 Due to member instit utio ns 27.647 

Income taxes recoverable (note 4) 44.025 4.l .57 1 Loans from member institutio ns 995.895 95.1.9 10 

Mortgages 1.0.19 2.224 Loans from Conso lidated Revenue Fund 
(note 7) 956.211 

1.992.91 1 980 .01.1 

Loans to member inst itutions (note 5) 412.1.13 491 .359 General provision fo r Joss (note 8) 9 18.836 676.569 

Cla ims in res pect of insured deposits (no te 6) 1. 137.824 200 .974 2.9 11 .747 1.656.582 

Furniture. equipment and leasehold 
improvements 206 186 

DEPOSIT INSURANCE FUND 

Deficie ncy at yea r e nd ( 1.235 .. 178) (826. 787) 

$ 1.676.369 $ 829.795 $ 1.676.369 $ 829,795 

Approved by the Board : 

Chairman 

Director 
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CANAD A D EPOSIT INSURANCE CORPORATION 
Statement of Investment and Administrative Operations 

for the year ended December 31, 1985 
(in thousands of dollars) 

Interest revenue 

Insured deposits 
Treasury bills 
Canada bonds 
Mortgages 
Other 

Expenses 

Interest - Consolidated Revenue Fund 
Interest in respect of insured deposits 
Expenses directly related to the payment 

of insured depositors 
Inspection and other fees 
General, administrative and other 
Salaries and employee benefits 

Earnings (loss) before income taxes 

Income taxes (recovery) (note 4) 
Current 
Deferred 

Net earnings (loss) from investment a nd 
administrative operations 

$ 

1985 

4,638 
3,835 

146 
256 

8,875 

35, IOI 
9,443 

3,028 
2,226 
1,008 

709 

51 ,5 15 

(42,640) 

$(42,640) 

1984 

(restated) 

$ 
11,352 

163 
752 
123 

12,390 

692 

1,629 
1,008 

433 

3,762 

8,628 

(37,3 16) 
(1 ,473) 

(38,789) 
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CANADA DEPOSIT INSURANCE CORPORATION 
Statement of Deposit Insurance Fund 
for the year ended December 31, 1985 

(in thousands of dollars) 

1985 

Deficiency, beginning of year $ 826,787 

Insurance operations 

Premiums 57,876 
Interest on loans to member institutions 104,779 

162,655 

Provision for loss 420,000 
Interest on loans from member institutions 108,606 

528,606 

Loss from insurance operations 365,951 

Deficiency before net earnings (loss) from 
investment and administrative operations 1, 192,738 

Net ea rnings (loss) from investment a nd 
administrative operations (42,640) 

Deficiency, end of year $1 ,235,378 

1984 

(restated) 

$ 332, 105 

53,884 
112,451 

166,335 

600,000 
108,434 

708,434 

542,099 

874,204 

47,41 7 

$ 826,787 
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CANADA DEPOSIT INSURANCE CORPORATION 
Statement of Changes in Financial Position 

for the year ended December 31, 1985 
(in thousands of dollars) 

Source of funds 
Operations 

Net earnings (loss) from investment and 
administrative operations 

Items not affecting funds 
Deferred income taxes 
Net amortization of premiums 

and discounts 
Depreciation and amortization 

Loans from member institutions 
Interest on loans to member institutions 
Loans from Consolidated Revenue Fund 
Repayment of loans to member institutions 
Decrease in investments 

- Canada bonds 
- Other bonds and debentures 

Recoveries of claims in respect of 
insured deposits 

Increase in accounts payable 
Increase in due to member institutions 
Premiums for the year 
Rea lization of mortgages 
Bank overdraft 
Decrease in accrued interest 

Application of funds 
Loans to member institutions 
Interest on loans from member institutions 
Repayment of loans from 

Consolidated Revenue Fund 
Increase in premiums and other 

accounts receivable 
Bank overdraft 
Decrease in accounts payable 
Purchase of furniture, equipment 

and leasehold improvements 
Payment of claims in respect of 

insured deposits 
Decrease in income taxes payable 
Increase in income taxes recoverable 

Decrease in treasury bills a nd term deposits 
Treasury bills and term deposits at 

beginning of the year 

Treasury bills and term deposits at 
end of the year 

1985 

$ (42,640) 

50 
(42,590) 
41 ,985 

104,779 
956,211 

100 

120,252 

27,647 
57,876 

1, 185 

441 
1,267,886 

98,607 
108,606 

4,563 
10,834 
2, 111 

70 

1,057, 102 

454 
1,282,347 

14,461 

78,552 

$ 64,091 

1984 
(restated) 

$ 47,41 7 

(1 ,473) 

(77) 
50 

45,91 7 
148,644 
112,451 

20,000 
1,006 

407 
4,011 

53,884 
7,021 

2 1,366 
1,502 

416,209 

120,165 
108,434 

30,000 

1,745 

154 

177,867 
1, 145 

43,571 
483,081 

66,872 

145,424 

$ 78,552 



CANADA DEPOSIT INSURANCE CORPORATION 
Notes to Financial Statements  

December 31, 1985  

Authority and Objective 

The Corporation was established in 1967 by the 
Canada Deposit Insurance Corporation Act (the 
Act). It is a Crown corporation named in Schedule C 
Part I of the Financial Administration Act. 

The Corporation's principal objective is to provide 
insurance on deposits with member institutions 
(banks, and federal and provincial trust and loan 
companies) up to $60,000 per depositor per insti-
tution. Under section 11 of the Act, the Corporation 
may acquire assets from, or advance funds to, 
member institutions to reduce or avert a threatened 
loss to the Corporation. 

Accounting Policies 

Basis of Preparation 
These financial statements have been prepared in 

accordance with accounting principles generally 
accepted in Canada. 

These financial statements do not reflect the 
assets, liabilities and operations of member insti-
tutions whose operations the Corporation is financing 
in order to secure an orderly wind down. 

The more significant policies adopted are set out 
below. 

Premium Recognition 
Premiums are based on insured deposits accepted 

by member institutions as at April 30 of each year 
and are collectible by December 31 of the year. 
Premiums are recognized when assessed. 

General Provision for Loss 
The general provision for loss reflects the Corpora-

tion's best estimate of losses in respect of member 
institutions against which the Corporation has or is 
certain to have a financial claim. This estimate 
includes consideration of losses expected in respect 
of claims arising from payments made to insured 
depositors and operations for the duration of the 
wind-down period of member institutions under 
management by agents (note 5). 

The general provision for loss is reduced by 
identified losses on loans to member institutions or 
claims in respect of insured deposits. 

The general provision for loss does not include an 
estimated contingent liability for potential claims of 
depositors of any member institutions not specifically 
identified as being in difficulty as such claims would 
be impossible to estimate. 

Loans to Member Institutions and Claims in Respect 
of Insured Deposits 

Loans to member institutions and claims in 
respect of insured deposits are reported net of 
identified losses (note 3). 

Interest Recognition 
The Corporation charges interest on loans 

advanced directly or indirectly to member institutions 
that are operating under agency agreements. It 
ceases to charge interest when a member institution 
is placed in liquidation. It charges interest on other 
loans in accordance with the terms of the specific 
loan agreements. Accrued interest is included on the 
balance sheet as part of Loans to Member Institutions. 

Change in Accounting Policy 

During the year the Corporation changed its 
method of accounting for identified losses. In prior 
years, these identified losses were included in the 
general provision for loss and therefore, did not 
reduce the carrying value of the related asset. The 
Corporation has adopted the policy of reporting 
financial claims net of identified losses and has 
applied the policy retroactively. Consequently, the 
balances of loans to member institutions and the 
general provision for loss as at December 31, 1984, 
have each been reduced by $573,431,000. 

Prior Period Ajustment 

Pursuant to a 1985 amendment to the Income Tax 
Act (effective 1983) permitting the Corporation, in 
computing its taxable income, to claim a deduction 
for uncollectible accrued interest receivable, the 
Corporation has restated its 1984 financial state-
ments. The Corporation will use losses created for 
tax purposes to recover previously paid income 
taxes. Consequently, current income taxes for 1984 
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previously reported as $6,709,000 have been restated 
to show a recovery of $37,316,000. Deferred income 
taxes recovery, previously reported as $928,000, has 
been increased to $1,473,000. The effect of these 
changes has been to increase net earnings from 
investment and administrative operations for 1984 
by $44,570,000 from $2,847,000 to $47,417,000. 
Consequently, the Deposit Insurance Fund Defi-
ciency as at December 31, 1984 has been reduced 
from $871,357,000, as previously reported, to 
$826,787,000. 

5. Loans to Member Institutions 

Certain member institutions that have experienced 
financial difficulties have been placed under the 
control of regulatory authorities. In accordance with 
section 11 (a) of the CDIC Act, the Corporation 
entered into agency agreements with other member 
institutions (agents) to ensure that the respective 
operations of institutions experiencing financial 
difficulties, would be wound down in an orderly 
fashion over a five year term. The liabilities and 
operations of these companies are being financed on 
a continuing basis by way of direct loans or by the 
respective agents providing loans on beha lf of the 
Corporation. 

As at December 31, 1985, direct loans or loans 
made by agents on behalf of the Corporation were as 
follows : 

Member Institutions 

Under Agency Agreements 

Crown Trust Compa ny $ 

District Trust Compa ny 

Fideli ty Trust Compa ny 

G reymac Mortgage 
Corporation 

Greymac Trust Compa ny 

In liquidation 

Amie Mortgage Investment 
Corporation 

Canadian Commercial 
Bank 

Seaway Mortgage 
Corporation 

Seaway Trust Compa ny 

Ide ntified losses 

Ba lance $ 

18 

By Total 
Direct Agents 1985 

(in thousands of dollars) 

$ 235.500 $ 235.500 

7,840 7,840 

42,642 3 17.489 360, 13 1 

6 1,238 52.500 113,738 

45.020 151.450 196.470 

148,900 764,779 913.679 

933 933 

75,000 75,000 

76.234 76,234 

97,45 1 97.45 1 

75.933 173,685 249.6 18 

224.833 938.464 I, 163,297 
223,900 527,264 75 1.164 

933 $ 411 ,200 $ 4 12. 133 

$ 

Total 
1984 

(restated) 

297,750 

11 ,026 

296,506 

105,302 

159.972 

870,556 

2,083 

54.500 

137,65 1 

194,234 

1,064,790 
573.43 1 

$ 491,359 

The Corporation has registered a floating charge 
on all the assets of member institutions under agency 
agreements as security for the loans. During the term 
of the agreements, the agents are paying all liabilities 
on maturity and are disposing of the assets in a 
manner to optimize recovery. The assets of these 
member institutions consist primarily of mortgages 
and real estate. The ultimate realization of these 
assets is dependent on the state of economy, interest 
rate levels and the real estate market in general. 

6. Claims in Respect of Insured Deposits 

When the Corporation pays a depositor's claim it 
acquires a subrogation of the rights and interest of 
the depositor as against the assets of the member 
institution. The Corporation's cla ims in respect of 
payments to insured depositors of the following 
member institutions are identified below: 

7. Loans from Consolidated Revenue Fund 

With the approval of the Governor in Council, the 
Corporation can borrow up to $ 1.5 billion from the 
Consolidated Revenue Fund. 

8. General Provision for Loss 

Amie M ortgage Investment 
Corporation 

Astra Trust Company 
Ca nadian Commercia l Ba nk 
CCB Mo rtgage Investment 

Co rporation 
Continenta l Trust Compa ny 
Lo ndon Loan Limited 
Northguard Mo rtgage Corporation 
Northla nd Ba nk 
Pioneer Trust Compa ny 
Seaway T rust Company 
Western Capital Trust Compa ny 

$ 

1985 1984 

(in thousands of dollars) 

22.768 
339 

277.000 

47,929 
11 3,90 1 
23.854 
27.552 

3 16.083 
11 6,0 15 
150.062 
42.321 

$ 22,768 
339 

27,805 

150,062 

$ 1, 137.824 $200,974 

1985 1984 
(resta ted) 

(in thousands of dollars) 
Ba lance, begin ning $ 676.569 $ 650,000 

Provisio n for loss 420.000 600,000 

1.096,569 1,250.000 

Less ide ntified losses on loans 
to member institutio ns 177.733 573.43 1 

Ba la nce, ending $ 918.836 $ 676,569 

The Corporation understands that the Minister of 
Finance will propose to Parliament amendments to 



the Income Tax Act to eliminate anomalies which 
may result in double taxation of a member institution 
in liquidation in respect of amounts paid by the 
Corporation to depositors of the institution. The 
Corporation has not taken into account any estimate 
of the taxes payable by member institutions in 
arriving at its potential recoveries of claims in 
respect of insured depositors, and accordingly the 
general provision for loss. 

9. Contingent Liabilities 
The Corporation is a defendant in a number of 

judicial actions arising out of the collapse or 
insolvency of various member institutions. The 
Corporation does not believe it has any liability as a 
result of these actions and has therefore not 
provided for any potential claims. 

IO. Income Taxes 
The Corporation is subject to federal income tax 

on its investment income less administrative expenses. 
It is not subject to taxation on premiums collected 
and may not take a deduction for claims paid. 

The Corporation has available losses which can be 
carried forward to reduce future years' income other-
wise subject to taxation. Such losses total $ I 02 
million and expire as follows: 

1991 
1992 

$ 34 million 
68 million 

$ I 02 million 

11. Deposit Insurance Fund Deficiency 
The Corporation does not believe that its current 

rate of premium assessments, which are the maximum 
allowed by the Act, are sufficient to permit the 
elimination of the deposit insurance fund deficiency. 
Bill C-86, which was tabled before Parliament in 
1985 and has subsequently received second reading, 
includes authority to increase the premium rate from 
I / 30 of I% to I / IO of I% of the insured deposits. 

12. Insured Deposits 
Deposits insured by the Corporation, on the basis 

of returns received from member institutions as at 
April 30, 1985 and 1984, are as follows: 

13. Comparative Figures 

Certain of the 1984 figures have been reclassified 
so as to conform with the presentation adopted for 
1985. 

Federal Institutions 
Provincial Institutions 

1985 1984 
(in billions of dollars) 

$160 
14 

$174 

$149 
13 

$162 
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FIVE YEAR FINANCIAL & STATISTICAL SUMMARY 

Operations 

Total revenues 

Total expenses 

Income taxes paid (recovered) 

Net earnings (loss) from investment and 
administrative operations 

Assets and Liabilities 

Total assets 

Total liabilities 

Insurance Program 

Deposit Insurance Fund 

Total insured deposits 

Premiums assessed 

Member Institutions 

Federal # 

Provincial # 

Insolvencies# 

Wind Downs# 

Employees 

Number of employees 

1985 1984 1983 1982 1981 

($ millions unless otherwise indicated) 

9 12 16 26 26 

51 3 3 

(38) 12 12 12 

(42) 47 13 13 

1,676 830 I, 157 255 233 

2,9 12 1,657 1,489 2 7 

(1 ,235) (827) (332) 253 226 

174,000 162,000 154,000 11 8,000 109,000 

58 54 51 15 20 

134 140 137 133 91 

43 46 51 53 54 

6 2 

6 

23 16 11 7 6 



MEMBER INSTITUTIONS  

Chartered Banks 

ABN Bank Canada 
Banca Commerciale Italiana of Canada 
Banca Nazionale Del Lavoro of Canada 
Banco Central of Canada 
Bank of Alberta 
Bank of America Canada 
Bank of Boston Canada 
Bank of British Columbia 
Bank of Credit and Commerce Canada 
Bank Hapoalim (Canada) 
Bank Leumi le-Israel (Canada) 
Bank of Montreal 
Bank of Nova Scotia (The) 
Bank of Tokyo Canada (The) 
Banque Nationale de Paris (Canada) 
Barclays Bank of Canada 
BT Bank of Canada 
Canadian Imperial Bank of Commerce 
Chase Manhattan Bank of Canada (The) 
Chemical Bank of Canada 
Citibank Canada 
Comerica Bank Canada 
Continental Bank of Canada 
Continental Illinois Bank (Canada)  
Crédit Commercial de France (Canada)  
Crédit Lyonnais Canada 
Credit Suisse Canada 
Dai-Ichi Kangyo Bank (Canada) 
Deutsche Bank (Canada) 
Dresdner Bank Canada 
First Interstate Bank of Canada 
First National Bank of Chicago (Canada) (The) 
Fuji Bank Canada 
Grindlays Bank of Canada 
Hanil Bank Canada 
Hongkong Bank of Canada 
Industrial Bank of Japan (Canada) (The) 
International Commercial Bank of Cathay (Canada) 
Irving Bank Canada 
Israel Discount Bank of Canada 
Korea Exchange Bank of Canada 
Lloyds Bank International Canada 
Manufacturers Hanover Bank of Canada 
Mellon Bank Canada 
Midland Bank Canada 

Mitsubishi Bank of Canada  
Mitsui Bank of Canada (The)  
Morgan Bank of Canada  
National Bank of Canada  
National Bank of Detroit, Canada  
National Bank of Greece (Canada)  
National Westminster Bank of Canada  
Overseas Bank (Canada)  
Overseas Union Bank of Singapore (Canada)  
Paribas Bank of Canada  
Republic National Bank of New York (Canada)  
Royal Bank of Canada (The)  
Sanwa Bank Canada  
Security Pacific Bank Canada   
Société Générale (Canada)  
Standard Chartered Bank of Canada  
State Bank of India (Canada)  
Swiss Bank Corporation (Canada)  
Toronto Dominion Bank (The)  
Union Bank of Switzerland (Canada)  
Wells Fargo Bank Canada  
Western & Pacific Bank of Canada  

Savings Bank  

Montreal City & District Savings Bank (The)  

Federal Trust and Loan Companies  

Atlantic Trust Company of Canada  
Bank of America Canada Mortgage Corporation  
Bank of British Columbia Mortgage Corporation  
Bank of Montreal Mortgage Corporation  
Bayshore Trust Company  
Canada Permanent Mortgage Corporation  
Canada Permanent Trust Company  
Canada Trust Company (The)  
Canada Trustco Mortgage Company  
CCB Mortgage Investment Corporation  
Central and Eastern Mortgage Corporation  
Central Trust Company  
CIBC Mortgage Corporation  
Citibank Canada Mortgage Corporation  
Citizens Trust Company  
Continental Bank Mortgage Corporation  
Co-Operative Trust Company of Canada  
Coronet Trust Company  
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Discovery Trust Company of Canada 
Eaton Trust Company 
Equitable Trust Company (The) 
Evangeline Savings and Mortgage Company 
Evangeline Trust Company 
Fedco Mortgage Investment Company 
Fidelity Trust Company (The) 
First City Mortgage Company 
Granville Savings and Mortgage Corporation 
Guaranty Trust Company of Canada 
Guardcor Loan Company 
Household Trust Company 
Income Trust Company 
International Trust Company (The) 
League Savings & Mortgage Company 
MBC Mortgage Corporation 
Merchant Trust Company (The) 
Montreal Trust Company of Canada 
Morgan Mortgage Corporation 
Morgan Trust Company of Canada 
Morguard Mortgage Investment Company of Canada 
Morguard Trust Company 
Mutual Trust Company 
National Bank of Greece (Canada) 

Mortgage Corporation 
National Bank Mortgage Corporation 
Nova Scotia Savings & Loan Company 
Nova Scotia Savings and Trust Company 
Overseas Bank (Canada) Mortgage Corporation 
Pacific Savings and Mortgage Corporation 
Peace Hills Trust Company 
Peoples Trust Company 
Premier Trust Company (The) 
Provincial Trust Company 
Regional Trust Company (The) 
Royal Bank Mortgage Corporation 
Royal Trust Corporation of Canada 
Royal Trustco Mortgage Company 
Scotia Mortgage Corporation 
Seaway Mortgage Corporation 
Security Home Mortgage Investment Corporation 
Seel Mortgage Investment Corporation 
Settlers Savings and Mortgage Corporation 
Standard Loan Company 
Standard Trust Company 
Sterling Trust Corporation 
TD Mortgage Corporation 
Victoria and Grey Mortgage Corporation 
Wellington Trust Company 

Provincial Trust and Loan Companies 

Cabot Trust Company 
Canborough Corporation (The) 
Columbia Trust Company 
Community Trust Company Ltd. 
Counsel Trust Company 
Credit Foncier  
Credit Foncier Trust Company 
Crown Trust Company 
District Trust Company 
Dominion Trust Company (The) 
Effort Trust Company (The) 
Executive Trust Company 
Family Trust Corporation 
Financial Trust Company 
First City Trust Company 
First Western Trust Company 
General Trust of Canada 
General Trust Inc. 
Guardian Trust Company 
Heritage Savings & Trust Company 
Home Savings & Loan Corporation 
Huronia Trust Company 
Inland Trust and Savings Corporation Ltd. 
Investors Group Trust Co. Ltd. 
Landmark Savings and Loan Association 
London Trust & Savings Corporation 
Monarch Trust Company 
Montreal Trust Company 
Municipal Savings & Loan Corporation (The) 
Municipal Trust Company (The) 
National Trust Company (The) 
Nipissing Mortgage Corporation 
North West Trust Company 
Pacific & Western Trust Corporation 
Principal Savings and Trust Company 
Royal Trust Company (The) 
Royal Trust Company Mortgage Corporation (The) 
Saskatchewan Trust Company 
Savings and Investment Trust Company 
Security Trust Company 
Shoppers Mortgage and Loan Corporation 
Vanguard Trust of Canada Limited 
Yorkshire Trust Company 
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