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Message to Reader

These quarterly condensed interim financial statements were prepared on the basis of
International Accounting Standard (IAS) 34, Interim Financial Reporting, and must be read in
conjunction with the March 31, 2020 annual audited financial statements and with the narrative
discussion included in this quarterly financial report.

The same accounting policies and methods of computation have been followed in these
condensed interim quarterly financial statements as compared with the most recent annual audited
financial statements.

These condensed interim quarterly statements follow the Treasury Board of Canada Standard on
Quarterly Financial Reports for Crown Corporations. There is no requirement for an audit or review
of the financial statements included in the quarterly financial report and therefore these statements
have not been audited or reviewed by an external auditor.

From time to time, we make written or oral forward-looking statements. We may make forward
looking statements in this quarterly financial report. These forward-looking statements include, but
are not limited to, statements about objectives and strategies for achieving objectives, as well as
statements about outlooks, plans, expectations, anticipations, estimates and intentions. By their
very nature, forward-looking statements involve numerous factors and assumptions, and they are
subject to inherent risks and uncertainties, both general and specific. These uncertainties give rise
to the possibility that predictions, forecasts, projections and other elements of forward-looking
statements will not be achieved. A number of important factors could cause actual results to differ
materially from the expectations expressed.
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Management Discussion & Analysis

This MD&A presents readers with management’s view of corporate strategy and performance
and should be read in conjunction with the unaudited financial statements for the quarter ending
September 30, 2020. Figures are expressed in Canadian dollars unless stated otherwise.

Overview

The CIB is part of the long-term solution to create substantial, positive impacts on growth of
Canada’s economy. By leveraging private sector and institutional investment in revenue-
generating infrastructure projects, the CIB enhances Canada’s ability to achieve sustainable
economic growth and the transition to the low carbon economy.

The CIB is an additional tool for federal, provincial, territorial, municipal and Indigenous (FPTMI)
project sponsors to combine public funding and private and institutional investment for their
infrastructure priorities. A critical part of the CIB mandate is to take high-impact projects that
would not happen—because they cannot be readily financed—and to make them happen.

The CIB will work closely with FPTMI partners and private and institutional investors to advise
on, invest in, and develop knowledge and research about new infrastructure investment in
Canada. These three central responsibilities define the CIB’s development as a centre of
expertise.

In cooperation with public and private partners, the CIB will invest $35 billion in order to
substantially increase investment in new infrastructure in Canada. The CIB continues to focus
on priority sectors for investment including public transit, green infrastructure, clean power,
trade and transportation, and broadband.

Strategy and Business Results

In these challenging and unprecedented times caused by the pandemic, the CIB, under the
leadership of its Board of Directors, is focusing on a number of priorities while ensuring
business continuity and safety of its employees and partners.

Launching the Growth Plan:

The CIB is accelerating its multi-year infrastructure investment plan to play a constructive role in
supporting Canada’s economic recovery. Our intent is to make investments in areas that
provide immediate economic impact and produce long-term positive outcomes.

Our $10B Growth Plan was launched on October 1, 2020. It includes initiatives in six areas:
transit for cleaner commutes including zero-emission buses, clean power such as interties,
green infrastructure with focus on energy efficiency building retrofits, broadband connectivity for
underserved communities, and agriculture-related infrastructure starting with irrigation that is
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linked to trade and transportation, as well as infrastructure project acceleration across all CIB
initiatives.

Executing of Project Development and Investment Opportunities

The first project under the Growth Plan was developed during the quarter and announced on
October 9, 2020 with a potential investment of $407 million by the CIB towards Alberta’s $815-
million investment to modernize irrigation district infrastructure and increase water storage
capacity.

More broadly, the CIB continues work on previously announced projects. The CIB is actively
and formally participating in projects in all regions of the country, small towns, in the North and
in large, urban areas. We are having a significant and meaningful influence on projects across
our priority sectors. Our projects will contribute to environmental and sustainability objectives, as
well as to economic growth.

CIB participation ranges in format and structure from MOUSs to provide advisory services to joint
ventures and direct project participation. All further the goal of promoting new options for
project investment along with private and institutional investors.

For the fiscal year to date, the CIB has now assessed 68 projects. That work includes
discussions with more than 200 provincial, territorial, municipal and Indigenous public project
sponsors since March 2020. The project opportunities are a direct result of active outreach and
engagement.

Building Knowledge and Research

The CIB seeks to partner with experts from across Canada to develop and distribute knowledge
and research that will support CIB objectives and be relevant to public sponsors of
infrastructure, private sector and institutional investors and the broader public policy community.

A policy, strategy and research framework has been developed and an initial set of priority
research initiatives started on topics such as clean power and sustainable finance. In addition,
outreach and consultation with thought-leaders, academic researchers, industry and business
organizations has started in order to develop additional near-term research initiatives that will
address gaps and opportunities for knowledge and research work.

Continuing good governance

The CIB Board of Directors proceeded with its thorough and rigorous process regarding the
recruitment of a new Chief Executive Officer. (CEO). Subsequent to quarter end, and as of
November 9, 2020, Ehren Cory was appointed as CIB’s CEO.

On June 22", the Executive members appeared before the House of Commons Standing
Committee on Finance to provide an overview of the mandate of the CIB and respond to questions
on its activities.

The CIB’s Annual Report was released and is available on the CIB’s website.

3|Page
CANADA % BANQUE DE L'INFRASTRUCTURE DU
INFRASTRUCTURE BANK ~ CANADA #



Status of Operations

Revenues year-to-date are $10.9 million, reflecting accrued interest on the Réseau express
métropolitain (REM) loan.

We continue to calibrate our resources to ensure effective execution of our mandate. Total
expenses for the six-month period are $26.3 million and include $14.5 million related to the due
diligence activities of the Joint Project Office (JPO) for the VIA High Frequency Rail (HFR)
project. Operating expenses before JPO costs are less than planned due to lower headcount
and related compensation costs, in addition to lower than planned consulting expenses. JPO
costs continue to track below plan, however we anticipate consulting expenses to increase over
the year as due diligence activities for the VIA (HFR) project are well underway.

The CIB is committed to diversity and inclusion. 5 of its 11 Directors, or 46%, are women,
demonstrating CIB as a model for diversity. As of September 30, 2020, 41% or 24 of our 58
employees, are women.

The CIB also continues to uphold and strengthen its commitment to bilingualism, providing
services in both official languages, ensuring a sizable contingent of senior leaders are fully
bilingual and supporting employees engaged in language training to improve their bilingualism.

Throughout the quarter we continued to support operations through the implementation of core
systems and operationalization of investment and corporate risk management processes and
frameworks.

The CIB business model is aimed at mobilizing and leveraging private sector and institutional
investment and crowding-in investments to projects. To accomplish this mandate, we must
make equity and debt investments that are at a higher repayment risk or at risk of not earning
returns in the near term. Some investments could be structured to earn returns that are realized
only in the longer term. Under accounting reporting requirements these instruments must be fair
valued using risk-based discount rates which could significantly reduce their fair value upon
financing the investment. Our objective is to balance the dual goals of crowding-in private
investment and managing the risk to the CIB, while the accounting-driven provisions reflect the
calculation of fair value using accepted practices that do not account for crowding-in objectives.

Additionally, we monitor the credit risk of projects on a continuous basis in accordance with
industry accepted best practices. A credit risk is the risk that a counterparty will default on its
contractual obligations resulting in financial loss to CIB. It is reflected in financial statements as
a provision for an expected credit loss. In determining whether the risk of default on a financial
instrument has changed since initial recognition, the CIB considers credit assessments, analysis
of delinquency, monitoring, and macroeconomic outlook including forward-looking information.
During the quarter, to reflect increased uncertainty in the economic environment associated with
the COVID-19 pandemic and other project specific factors, the CIB increased its provision for
expected credit loss.

The CIB continues to operate under its Business Continuity Plan as a result of the pandemic,
largely through a remote work environment. Planning remains underway for a return to the
office environment informed by guidance from health and government authorities.
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Outlook

Infrastructure spending is part of a safe restart and economic recovery. The CIB will be actively
implementing the Growth Plan and continuing to ambitiously pursue its mandate to increase
investment in new infrastructure.

We believe Infrastructure will continue to be a favourable asset class for investors and that there
is sufficient capital and interest in the market to finance projects. With the launch of the Growth
Plan, we anticipate increasing private sector interest and institutional investment into new,
revenue generating infrastructure projects that will benefit Canadians.
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Financial Statements
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Management’s Responsibility for
Financial Information

Management is responsible for the preparation and fair presentation of these condensed interim
quarterly financial statements in accordance with the Treasury Board of Canada Standard on
Quarterly Financial Reports for Crown Corporations, and for such internal controls as
management determines is necessary to enable the preparation of quarterly financial
statements that are free from material misstatement. Management is also responsible for
ensuring all other information in quarterly financial report is consistent, where appropriate, with
the quarterly condensed interim financial statements.

These statements have been prepared on the basis of IAS 34, Interim Financial Reporting. They
have not been audited or reviewed by an external auditor. Based on our knowledge, these
quarterly condensed interim financial statements present fairly, in all material respects, the
financial position, results of operations and cash flows of the corporation, as at the date of and
for the periods presented in the quarterly financial statements

Michéle Colpron Annie Ropar

Chair, Finance & Audit Committee Chief Financial Officer & Chief et
Administrative Officer

November 27, 2020
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Financial Statements of Canada Infrastructure
Bank

Condensed Interim Statement of Financial Position (unaudited)
(in thousands of Canadian dollars)

September 30,
As at, Note {10 March 31, 2020

Assets
Current assets:
Cash $ 657 $ 221,768
Government funding receivable related to operating
expenditures 8,548 8,612
HST receivable 1,632 416
Prepaid expenses and advances 147 105
10,984 230,901
Non-current assets:
Loan receivable 7 1,220,241 1,075,131
Right-of-use asset 8 3,310 3,441
Property and equipment 9 1,795 1,423
$ 1,236,330 $ 1,310,896
Liabilities and Shareholder’s Equity
Current liabilities:
Deferred government funding related to investments $ - $ 221,000
Accounts payable and accrued liabilities 10 9,531 8,506
Lease liabilities 8 224 221
9,755 229,727
Non-current liabilities:
Deferred liabilities 729 512
Lease liabilities 8 3,680 3,793
Deferred government funding related to capital
expenditures 1,598 1,423
6,007 5,728
Shareholder equity 1,220,568 1,075,441

$ 1,236,330 $ 1,310,896

The accompanying notes are an integral part of these financial statements.
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Condensed Interim Statement of Income and Comprehensive Income (unaudited)
(in thousands of Canadian dollars)

Three months ended Six months ended

September 30, September 30,
Note 2019 2019
Revenue:
Interest income $ 5468 $ 3,316 $ 10,863 $ 5,964
Provision for losses (86,736) - (86,736) -
(81,268) 3,316 (75,873) 5,964
Expenses
General and administrative
Compensation 3,634 3,402 7,124 7,328
Professional fees 2,227 1,031 3,215 1,584
Administration 443 114 610 261
Premises and equipment 144 155 301 309
Information technology 127 103 213 182
Depreciation 77 68 138 133
Travel and communications 18 179 100 383
Interest expense 22 22 44 44
Advisory senvices 13 7,876 - 14,516 -
Total Expenses 14,568 5,074 26,261 10,224
Net loss before government funding (95,836) (1,758) (102,134) (4,260)

Government funding:
Investment appropriations - - 221,000 230,000
Operating appropriations 14,491 5,006 26,123 10,091

Capital appropriations 77 68 138 133
14,568 5,074 247,261 240,224
Net income and comprehensive income $ (81,268) $ 3,316 $ 145,127 $ 235,964

The accompanying notes are an integral part of these financial statements.
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Condensed Interim Statement of Changes in Shareholder’s Equity (unaudited)
For the three-month period ended September 30
(in thousands of Canadian dollars)

Share
Capital Retained

For the three months ended September 30, 2020 (note 1) Earnings Total Equity
Balance as at July 1, 2020 $ - $ 1,075,441 $ 1,075,441
Net income and comprehensive income - (81,268) (81,268)
Balance as at September 30, 2020 $ - $ 994,173 $ 994,173
Balance as at July 1, 2019 $ - $ 783,719 $ 783,719
Net income and comprehensive income - 3,316 3,316
Balance as at September 30, 2019 $ - $ 787,035 $ 787,035

The accompanying notes are an integral part of these financial statements.

Condensed Interim Statement of Changes in Shareholder’s Equity (unaudited)
For the six-month period ended September 30
(in thousands of Canadian dollars)

Share
Capital Retained
For six months ended September 30, 2020 (note 1) Earnings Total Equity
Balance as at April 1, 2020 $ - $ 1,075,441 $ 1,075,441
Net income and comprehensive income - 145,127 145,127
Balance as at September 30, 2020 $ - $ 1,220,568 $ 1,220,568
Balance as at April 1, 2019 $ - $ 551,071 $ 551,071
Net income and comprehensive income - 235,964 235,964
Balance as at September 30, 2019 $ - $ 787,035 $ 787,035

The accompanying notes are an integral part of these financial statements.
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Condensed Interim Statement of Cash Flows (unaudited)

(in thousands of Canadian dollars)

Three months ended Six months ended
September 30 September 30

Note -!H!I 2019 2019

Cash provided by (used in):

Operating activities:

Net income $ (81,268) $ 3,316 $ 145,127 $ 235,964
ltems not involving cash:
Interest income accrued on loan receivable (5,462) (3,281) (10,845) (5,897)
Provision for losses 86,736 - 86,736 -
Interest expense on office lease 22 22 44 44
Depreciation - Right-of-use asset 66 65 131 131
Depreciation - Capital 77 68 138 133
Depreciation of deferred capital funding related to
capital expenditures (77) (68) (138) (133)
Change in deferred liabilities 198 (2) 216 442
Changes in non-cash working capital:
Government funding receivable related to
operating expenditures (2,612) (564) 64 (1,169)
Gowvernment funding receivable related to
investments - - (221,000) -
Deferred government funding related to
operating expenditures - - - -
HST receivable (387) (155) (1,216) (279)
Prepaid expenses and advances (24) (48) 42) (63)
Right of use asset due to deferred rent adjustment - - - 129
Accounts payable and accrued liabilities 1,704 1,163 828 758
Deferred government funding related to capital
expenditures used 318 59 510 79
Loan disbursements - - (221,000) (230,000)
Total cash provided by (used in) operating activities $ (709) $ 575 $ (220,447) $ 139
Financing activities:

Payment of lease liabilities (77) (77) (154) (154)
Total cash used in financing activities $ (77) $ T7) $ (154) $ (154)
Investing activities:

Acquisition of property and equipment (318) (59) (510) (79)
Total cash used in investing activities $ (318) $ 59 $ (510) $ (79)
Net increase/(decrease) in cash during the period (1,104) 439 (221,111) (94)
Cash, beginning of the period 1,761 423 221,768 956
Cash, end of the period $ 657 $ 862 $ 657 $ 862

The accompanying notes are an integral part of these financial statements
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Notes to the Condensed Interim Financial Statements (unaudited)
For the six-month period ended September 30, 2020

1. Act of Incorporation, Objective and Operations of the Corporation:

Canada Infrastructure Bank (“CIB” or the “Corporation”) is a Crown corporation established by
an Act of Parliament (the Canada Infrastructure Bank Act (the “CIB Act”)) on June 22, 2017. CIB
is incorporated in Canada and wholly owned by the Government of Canada. CIB was nominally
capitalized with 10 shares issued at a par value of $10 per share (actual dollars), or total share
capital of $100 (actual dollars).

CIB’s head office is located at 150 King Street West, Suite 2309, Toronto, Ontario M5H 1J9,
Canada.

CIB’s purpose is to invest and seek to attract investment from private sector investors and
institutional investors, in infrastructure projects in Canada or partly in Canada that will generate
revenue and that will be in the public interest by, for example, supporting conditions that foster
economic growth or by contributing to the sustainability of infrastructure in Canada.

CIB develops projects in partnership with federal, provincial, territorial, municipal and
Indigenous government sponsors and the private sector. CIB’s investments align with the
Government of Canada’s economic priorities. CIB also has a mandate to provide advisory
services to project sponsors from the early stages of project development in order to maximize
its potential.

CIB currently receives appropriations from the Government of Canada. Parliament has
authorized up to $35 billion over 11 years (to fiscal year-end 2027-28), and the requisite
authorities to participate in infrastructure transactions. Of the $35 billion, the Government of
Canada anticipates allocating $15 billion against the fiscal framework. In delivering this $15
billion in federal support, CIB will deliver a wide breadth of financial instruments, including, but
not limited to loans, equity investments, and where appropriate, loan guarantees to projects that
will mobilize private investment where otherwise no investment would occur. The decision on
the use of different types of financial instruments will depend on a transaction’s unique
characteristics. CIB model is aimed at mobilizing and leveraging private sector and institutional
investment and attaching the financial returns to the usage and revenue risk of infrastructure
projects. To crowd-in private sector and institutional investment, support may be provided at
below market rates, more flexible terms or on a subordinated basis. Separately, over the 11
years, CIB is expected to make at least $5 billion in investments in projects that are in the public
interest in in the priority areas of public transit; trade and transportation and green infrastructure.
In addition, the CIB will seek to invest $1 billion over the next 10 years in broadband
infrastructure. This in part, is expected to be delivered through CIB’s $10 billion Growth Plan. It
can also invest in other areas of infrastructure if they are supported by government policy and
pursue investments in projects across the country.
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https://cib-bic.ca/en/growth-plan/

CIB is not an agent of Her Majesty, the Queen in Right of Canada, except when, (i) giving
advice about investments in infrastructure projects to ministers of Her Majesty in right of
Canada, to departments, boards, commissions and agencies of the Government of Canada and
to Crown corporations as defined in subsection 83(1) of the Financial Administration Act
(Canada) (the “FAA”); (ii) collecting and disseminating data in accordance with the CIB Act; (iii)
acting on behalf of the Government of Canada in the provision of services or programs, and the
delivery of financial assistance, as provided under the CIB Act; and (iv) carrying out any activity
conducive to the carrying out of its purpose that the Governor in Council may, by order, specify.
CIB is also named in Part | of Schedule Il to the FAA.

CIB is exempt from Federal Income Tax under Section 149(1)(d) of the Income Tax Act.

CIB is accountable for its affairs to Parliament through the Minister of Infrastructure and
Communities.

2. Basis of preparation:

These unaudited Condensed Interim Quarterly Financial Statements have been prepared in
accordance with International Accounting Standard 34 Interim Financial Reporting (IAS 34), as
issued by the International Accounting Standards Board (IASB). As permitted under this
standard, these interim condensed financial statements do not include all of the disclosures
required for annual financial statements and should be read in conjunction with the
Corporation’s audited financial statements for its fiscal year ended March 31, 2020.

The Financial Statements have been prepared on a historical cost basis except when a specific
International Financial Reporting Standards (“IFRS”) requires fair value measurement, as
explained in the accounting policies below.

The Financial Statements and notes are presented in thousands of Canadian dollars, which is
CIB’s functional currency, unless otherwise stated.

3. Significant accounting policies:

The accounting policies in these Interim Financial Statements are consistent with those
disclosed in Note 3 to the Corporation’s annual audited Financial Statements for the year ended
March 31, 2020. The Interim Financial Statements should be read in conjunction with the annual
audited Financial Statements.

4. Significant accounting judgments, estimates and assumptions:

In preparing the Condensed Interim Financial Statements, management is required to make
subjective estimates and assumptions that affect the carrying amounts of certain assets and
liabilities, and the reported amounts of revenues and expenses recorded during the period.
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Management based their assumptions and estimates on information that was available when
these financial statements were prepared. Significant changes in the underlying assumptions
could result in significant changes to these estimates. Consequently, management reviews
these assumptions regularly. Revisions to accounting estimates are recognized prospectively —
i.e. in the period in which the estimates are revised and in any future period affected.

Judgments

Information about judgments made in applying accounting policies that have the most significant
effects on the amounts recognized in the Financial Statements is included in the following notes.

e Note 7 — Establishing the criteria for determining whether credit risk on the financial
asset has increased significantly since initial recognition, determining methodology for
incorporating forward-looking information into measurement of ECL and selection and
approval of models used to measure ECL.

¢ Notes 5 and 7 — In establishing the appropriate accounting for financial assets,
management is required to use judgment, including but not limited to its determination of
fair value of assets, whether the asset meets the definition of being held solely for the
collection of principal and interest.

Assumptions and estimation uncertainties

Information about significant assumptions and estimates is included in the following notes:

e Note 7 — Impairment of financial instruments: determining inputs into the ECL
measurement model, including incorporation of forward-looking information and
associated probabilities.

e Notes 5 and 7 — Determination of the fair value of financial instruments with significant
unobservable inputs.

5. Fair value of financial instruments:

Financial asset and financial liabilities measured at fair value are categorized into one of three
hierarchy levels, described below. Each level reflects the significance of the inputs used to
measure the fair values of assets and liabilities:

Level 1 — inputs are based on unadjusted quoted prices in active markets for identical
instruments.

Level 2 — inputs, other than quoted prices in Level 1, that are observable for the instruments,
either directly or indirectly. This category may include instruments valued using: quoted market
prices in active markets for similar instruments; quoted prices for identical or similar instruments
in markets that are considered less than active; or other valuation techniques in which all
significant inputs are directly or indirectly observable from market data.
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Level 3 — inputs that are unobservable. This category includes instruments for which the
valuation technique includes inputs that are not observable and the unobservable inputs have a
significant effect on the instrument’s valuation.

As of the reporting date, there were no financial instruments measured at fair value.

Loan receivable and loan commitment

CIB disclosed, but did not measure, its loan receivable and loan commitment at fair value.
Although the loan commitment is initially recognized at fair value, the difference between the fair
value at initial recognition and the transaction price is not recognized in profit or loss
immediately, but is deferred as part of the carrying amount of the loan commitment and loan
receivable.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the
price that would be received to sell the asset or paid to transfer the liability in an orderly
transaction between market participants at the measurement date.

In determining the fair value of the loan receivable and loan commitment, CIB used net present
value and discounted cash flow techniques and included a comparison of yields of similar
project finance instruments for which observable market data existed. Management applied
judgment and estimation for the selection of the valuation model, determination of expected
future cash flows on the instruments, determination of the probability of counterparty default and
prepayments, determination of expected volatilities and correlations, and selection of
appropriate discount rates.

Model inputs and values were calibrated for any historical data and published forecasts and,
where appropriate and possible, against similar recently observed transactions. This calibration
process is inherently subjective, and it yields ranges of possible inputs and estimates of fair
value, therefore management used judgment to select the most appropriate point in the range.

CIB used observable yields on similar large-scale infrastructure project finance loans in fair
valuing the instruments. Although the availability of observable market prices and model inputs
partially reduced the need for management judgment and estimation, there were significant
unobservable inputs that could have a material impact on the financial statements. These inputs
include, but are not limited to, determination of a borrower-specific credit spread and an
assessment of risk factors used for comparable, but not necessarily equivalent, instruments
which are then applied in determining an estimate for credit and liquidity spreads in the fair
value calculation.

Fair value estimates obtained from models were then adjusted for any other factors, such as
project specific risks, to the extent that CIB believed that a third-party market participant would
take them into account in pricing a transaction.
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Financial instruments not measured at fair value

The following table sets out the fair values of financial instruments not measured at fair value
and analyzes them by the level in the fair value hierarchy into which each is categorized.

As at, March 31, 2020
Carrying Carrying
Note Lewvel Fair value amount Fair value amount
Loan receivable 7 3 822,505 1,220,241 975,142 1,075,131
Loan commitment 7 3 - - (221,000) -

There were no transfers of amounts between levels during the reporting period.

The fair value of all other financial instruments, not measured at fair value, is equal to their
carrying value.

6. Classification and measurement of financial instruments:

The following table summarizes the classification of CIB’s financial instruments:

September 30, March 31,
As at Note Measurement basis 2020 2020

Cash - Amortized Cost 657 221,768
Government funding receivable related to

operating expenditures - Amortized Cost 8,548 8,612
Loan receivable 7 Amortized Cost 1,220,241 1,075,131
Accounts payable and accrued liabilities 10 Amortized Cost 9,531 8,506

Refer to Note 3 for measurement of the loan commitment in the Corporation’s annual audited
Financial Statements for the year ended March 31, 2020.

7. Loan receivable and loan commitment:

On September 28, 2018, CIB entered into a credit agreement with REM. As per the agreement,
CIB agreed to provide debt of $1.283 billion as part of the financing of a fully automated, electric
light rail transit system connecting downtown Montreal, the South Shore, the West Island, the
North Shore and Pierre-Elliott Trudeau Airport. The debt is to be drawn down between fiscal
2019 and fiscal 2021 and is repayable 15 years from the first drawdown date. The interest on
the loan is concessionary in nature. The 1% annual rate is accrued and compounded quarterly
for the first 10 years and is added to the principal amount outstanding. For years 11 to 15 the
annual interest rate will be 3% and paid quarterly. The debt was drawn down in 5 installments
and will be repayable in 15 years from the first drawdown date. As at September 30™, 2020 the
full amount of the $1.283 billion loan was funded.
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Valuation differences on initial recognition

Given CIB’s mandate to support and invest in large infrastructure projects in Canada, that
cannot be fully financed privately, CIB extends loans at a below market rate. Consequently, the
loan commitment and loan receivable have a fair value that is lower than would otherwise be the
result if CIB transacted at market rates in the infrastructure project financing market, which is
CIB’s principal market.

On initial recognition, CIB estimated the fair value of the loan commitment issued through the
REM agreement using valuation techniques. While certain inputs were from similar recently
observed transactions in the principal market, not all the significant inputs into the valuation
techniques were wholly observable. The difference between the fair value at initial recognition
and the transaction price is not recognized in profit or loss immediately but is deferred as part of
the carrying amount of the loan commitment and loan receivable. As loan receivable balances
drawn under the commitment are viewed as a continuation of the commitments issued, the
unamortized deferred balance resulting from individual loan commitment tranches form part of
the loan receivable as the amounts are drawn. The deferred amounts are amortized on an
effective interest basis over the combined life of the loan commitment and resulting loan
receivable.

The following table sets out the aggregate difference yet to be recognized in profit or loss at the
beginning and end of the reporting period and a reconciliation of the changes of the balance
during the period.

Valuation difference

Six months ended Year ended
September 30, 2020 March 31, 2020

Opening balance, $ 481,404 $ 493,880
Reduction of valuation difference due to passage of time (10,348) (12,476)
Closing balance, $ 471,056 $ 481,404

Six months ended Year ended
September 30, 2020 March 31, 2020

Comprised of :

Unrecognized valuation difference relating to loan commitment $ - % 85,460
Unrecognized valuation difference relating to loan receivable 471,056 395,944
Closing balance $ 471,056 $ 481,404
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Loan receivable — amortized cost:

The following table presents the changes in the REM loan:

Six months ended Year ended
September 30, 2020 March 31, 2020

Opening balance $ 1,075,131 $ 550,914
Drawdowns 221,000 513,000
Interest accrued 10,846 14,040
Valuation transfer from loan commitment provision (85,460) (198,377)
Valuation transfer from loan commitment - deferred 85,460 198,377
Accretion of loan receivable due to passage of time 10,348 12,476
Reduction of valuation difference due to passage of time (10,348) (12,476)
Provision for losses (86,736) (2,823)

Closing balance $ 1,220,241 $ 1,075,131

Loan commitment (provision):

September 30, March 31,
As at 2020 2020

Loan commitment $ 496,136 $ 496,136
Valuation transfer related to loan receivable (496,136) (410,675)
- 85,461
Unrecognized valuation difference relating to loan commitment - (85,461)
$ - $ -

Expected credit loss:

Based on the quarterly credit review of the REM investment, there was a change in credit risk
resulting in a transfer of financial instruments from stage 1 to stage 2 during the reporting
period. A lifetime expected credit loss of $89.6 million (March 31, 2020 — 12-month $2.8 million)
was recognized on the loan receivable as at the reporting date.

The CIB has adjusted its economic outlook on the REM loan given the higher than usual degree
of uncertainty associated with the COVID-19 pandemic. Management’s estimation of expected
credit losses in stage 1 and stage 2 considers three scenarios (base, upside and downside)
each of which uses forward-looking information. The base case scenario is based on internal
ratings, inputs of PD from Moody’s Transition Matrix, EAD, LGD, and is adjusted to factor in
management’s outlook on relevant macro and micro economic factors. Our allowance for credit
losses reflects our economic outlook at September 30, 2020. As our experience with the
economic impact of the COVID 19 pandemic develops we will adjust the economic factors and
reflect them in our allowance for credit losses in future periods

The increase of $86.7 million from the prior period is due mainly to downward credit migration
within our portfolio as a result of changes to the assumptions used in the calculation of the
allowance for losses. Consideration was given to the economic environment caused by the
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COVID-19 pandemic and project status in conjunction with their impact on the increase in the
financial structuring risk associated with CIB’s loan.

There were no significant past due or impaired amounts as at September 30, 2020 (March 31,
2020 - $nil).

Credit quality analysis and credit exposures
CIB is exposed to credit risk through its investments in loan receivable and loan commitment.

The following table sets out information about the credit quality and credit exposures of loan
receivable and loan commitments. For loan receivable, the amounts in the table represent net
carrying amounts. For loan commitments, the amounts in the table represent the total amounts
committed.

Explanation of the terms ‘Stage 1’, ‘Stage 2’ and ‘Stage 3’ is included in Note 3 to the
Corporation’s annual audited Financial Statements for the year ended March 31, 2020.

March 31,
September 30, 2020 2020

Stage 1 Stage 2 Stage 3 Total

Loans receivable at amortized cost

Grades 1-2: Strong S - $ - S - $ - S -
Grades 3-4: Satisfactory - - - - 1,077,954
Grades 5-6: Higher risk - 1,309,800 - 1,309,800 -
Grade 7:Creditimpaired - - - - -
Gross carrying amount - 1,309,800 - 1,309,800 1,077,954
Loss allowance - (89,559) - (89,559) (2,823)
Carrying amount - 1,220,241 - 1,220,241 1,075,131

Loan Commitment
Grades 1-2: Strong - - - - -
Grades 3-4: Satisfactory - - - - 221,000
Grades 5-6: Higher risk - - o = -
Grade 7:Creditimpared - - - - -
Total commitment S - S - S - S - S 221,000

CIB holds security over the future revenues from the financed project related to its loan
receivable.

CIB held a government funding receivable related to operating expenditures at September 30,
2020 of $8,548 (March 31, 2020 — $8,612). The counterparty is the Government of Canada.
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All the above instruments are current.

ECL reconciliation

The following table reconciles the opening and closing net carrying amount for the loan
receivable at amortized cost by stage.

September 30,

2020 March 31, 2020
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Loan receivable at amortized

cost

Balance at April 1, $ 1,075,131 $ - S - S 1075131 S 550,914 §$§ - S - S 550,914
Transfer to stage 1 - - - - - -
Transfer to stage 2 (1,306,976) 1,306,976 - - - - - -
Transfer to stage 3 - - - - - - - -

Loss allowance - (86,735) - (86,735) (2,823) - - (2,823)

Advance on previous deals 231,845 - - 231,845 527,040 - - 527,040

New financial assets originated

or purchased - - - - - - - -

Write-offs - - - - - - - -

Closing balance S - $ 1,220,241 S - S 1,220,241 $ 1,075,131 S - S - S 1,075,131

The following table reconciles the opening and closing allowance for loan receivable at amortized
cost by stage.

September 30,
2020 March 31, 2020
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Balance at April 1, S (2,823) S - S - S (2,823) $ - $ - $ - $ B

Transfer to stage 1 - - = = - - - -

Transfer to stage 2 2,823 (2,823) - - - - - -

Transfer to stage 3 - - - 5 - - - _
Loss allowance - (86,735) - (86,735) (2,823) - - (2,823)

Advance on previous deals - - - = - - - -
New financial assets originated
or purchased - - = = - - - -

Write-offs - - - = - - - -
Closing balance S 5 S (89,558) S - S (89,558) S (2,823) S - S - S (2,823)
8. Right-of-use leased assets and lease liabilities:

On August 31, 2017, CIB entered into long term leases for both office and storage space
located at 150 King Street West, Toronto, Ontario. The term of each lease is 10 years and
commenced on June 1, 2018. CIB has the option to extend the office lease for two further
consecutive terms of five years each
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The details of the right-of-use assets recognized as at September 30, 2020 are as follows:

Right of Use
Assets

Opening balance as at April 1, 2020 $ 3,441
Additions -

Accumulated depreciation (131)
Closing balance as at September 30, 2020 $ 3,310

The details of the lease liabilities recognized as at September 30, 2020 are as follows:

Lease
liabilities

Opening balance at April 1, 2020 $ 4,014
Interest expense 44
Lease payments (154)

Closing balance at September 30, 2020 $ 3,904

Current lease liabilities $ 224

Non-current lease liabilities 3,680

$ 3,904

There were no short-term leases or leases of low value during the reporting period.

9. Property and equipment:

Leasehold Computer Computer Furniture &

improvements software hardware equipment Total
Cost:
Balance at beginning of year $ 1,268 $ - $ 223 $ 357 $ 1,848
Additions - 501 9 - 510
Balance at end of period 1,268 501 232 357 2,358

Accumulated depreciation:

Balance at beginning of year 187 - 143 95 425
Depreciation expense 63 26 23 26 138
Balance at end of period 250 26 166 121 563

Carrying amounts
Balance at September 30, 2020 $ 1,018 $ 475 $ 66 $ 236 $ 1,795
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Leasehold Computer Furniture &

improvements hardware equipment

Cost:

Balance at beginning of year $ 1,239 $ 196 $ 325 §$ 1,760
Additions 29 27 32 88
Balance at end of year 1,268 223 357 1,848
Accumulated depreciation:

Balance at beginning of year 62 61 33 156
Depreciation expense 125 82 62 269
Balance at end of year 187 143 95 425

Carrying amounts
Balance at March 31, 2020 $ 1,081 $ 80 $ 262 $ 1,423

No property and equipment was impaired as at September 30, 2020 (March 31, 2019 — $nil).

10. Accounts payable and accrued liabilities:

September 30, March 31,
As at 2020 2020

Accrued professional fees - Advisory $4,831 $1,904
Accrued compensation 2,268 5,873
Accrued professional fees 1,687 559
Accounts payable 745 161
Other - 9

$9,531 $8,506

11. Capital management:

CIB defines capital that it manages as the aggregate of its equity, which is comprised of
retained earnings and its share capital. The Corporation’s objectives in managing capital are as
follows:

o To safeguard its ability to continue as a going concern;

e To fund its asset base; and

¢ To fulfil its mission and objectives for the Government of Canada to the benefit of
Canadians.

CIB manages its capital by reviewing formally, on a regular basis, the actual results against set
budgets, and shares this information with its Finance and Audit Committee and Board of
Directors. CIB’s overall strategy with respect to capital management includes the balancing of
its operating, capital, and investing activities with its funding on an annual basis. CIB makes
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adjustments to its capital management strategy in light of general economic conditions, the risk
characteristics of the underlying assets and working capital requirements. CIB is subject to an
annual limit on its appropriations to amounts in its Corporate Plan as approved by the Treasury
Board of Canada on an annual basis.

12. Related party transactions:

The Corporation is related in terms of common ownership to all Government of Canada
departments, agencies and Crown corporations. The Corporation enters into transactions with
these entities in the normal course of business. CIB’s transactions with government related
entities that were individually significant are government funding which are approved in the form
of a statutory authority, as well as CIB’s annual corporate plan, and obtained through drawdown
requests made to the Department of Finance, and CIB’s Joint Project Office (Note 13) with VIA
Rail Canada, a Crown corporation.

Other related parties of CIB consist mainly of key management personnel of the Corporation or
close members of those individuals over which the Corporation has significant influence. Key
management personnel are defined as those officers having authority and responsibility for
planning, directing and controlling the activities of CIB, including members of the Board of
Directors.

13. Advisory services

On September 4, 2019, CIB and VIA Rail Canada, a related party, established a Joint Project
Office operating out of the VIA Rail offices in Montreal, Quebec to undertake de-risking, due
diligence, pre-procurement and planning activities for the VIA high frequency rail project.
Matters are addressed on a consensus basis equally between CIB and VIA Rail. This joint
operation will remain in full force and effect for 24 months from the date of the agreement, is
unincorporated and does not create a legal entity or partnership between CIB and VIA Rail.

CIB has been authorized to fund up to $54.4 million of expenses related to the activities of the
joint operation. Joint operation expenses for the three and six month period ended September
30, 2020 are detailed in the table below.

For the three months ended, September 30 ‘E:I 2019
Professional fees $ 6,888 $ -
Recowery of CIB resource costs 490 -
Travel and communication 484 -
Premises and equipment 14 -
Advisory senices expenses $ 7,876 $ -
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For the six months ended, September 30 ‘E’ 2019

Professional fees $ 13,084 $ -
Recowery of CIB resource costs 918 -
Travel and communication 487 -
Premises and equipment 27 -
Advisory senices expenses $ 14,516 $ -

14. Subsequent event

In November 2020, subsequent to the quarter end, Ehren Cory was appointed as the Chief
Executive Officer of the company.
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