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Context of the Quarterly Financial Report

The Bank of Canada is the nation’s central bank. The
Bank’s mandate under the Bank of Canada Actis to
promote the economic and financial welfare of Canada.
Its activities and operations are undertaken in support
of this mandate and not with the objective of generating
revenue or profit. The Bank is committed to keeping
Canadians informed about its policies, activities and
operations.

This discussion has been prepared in accordance
with section 131.1 of the Financial Administration Act
and follows the guidance outlined in the Standard on
Quarterly Financial Reports for Crown Corporations
issued by the Treasury Board of Canada Secretariat.

COVID-19: What the Bank is doing

Since the beginning of the COVID-19 pandemic, the
Bank has acted in several ways to support the Canadian
economy and financial system. In March 2020, key
financial markets became strained; in response, the
Bank introduced several new facilities and operations.

Managing the balance sheet

Bank management is responsible for the preparation
of this report, which was approved by the Audit and
Finance Committee of the Board of Directors on
May 19, 2021.

This Quarterly Financial Report should be read in
conjunction with the condensed interim financial
statements included in this report and with the Bank’s
Annual Report for 2020. The Annual Report includes
a Management Discussion and Analysis (MD&A)

for the year ended December 31, 2020. Disclosures
and information in the 2020 Annual Report apply to
the current quarter unless otherwise updated in this
quarterly report.

As market functioning was gradually restored, some of
these facilities and operations were wound down. Refer
to www.bankofcanada.ca for more information on these
measures.

Financial position

(in millions of Canadian dollars)

As at March 31, 2021 December 31, 2020 March 31, 2020
Assets
Loans and receivables 113,705.9 155,323.9 73,673.7
Investments 430,072.1 391,764.8 121,175.6
Derivatives—Indemnity agreements with
the Government of Canada 7,763.2 - -
All other assets* 844.3 7447 781.3
Total assets 552,385.5 547,833.4 195,630.6
Liabilities and equity
Bank notes in circulation 105,618.9 106,925.0 92,039.1
Deposits 426,153.3 436,100.5 101,888.4
Securities sold under repurchase agreements 18,759.0 3,000.8 -
Derivatives—Indemnity agreements with ) 29.3 i
the Government of Canada
Other liabilities 1,292.7 1,199.7 1,120.5
Equity 561.6 578.1 582.6
Total liabilities and equity 552,385.5 547,833.4 195,630.6

* Includes Cash and foreign deposits, Capital assets and Other assets


http://laws-lois.justice.gc.ca/eng/acts/B-2/
http://laws-lois.justice.gc.ca/eng/acts/f-11/
https://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=18789
https://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=18789
https://www.bankofcanada.ca/?p=209895
http://www.bankofcanada.ca
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The Bank’s holdings of financial assets are typically
related to its role as the exclusive issuer of Canadian
bank notes. However, the recent higher levels of assets
result mainly from activities undertaken as part of the
Bank’s monetary policy and financial system functions.
The measures introduced in 2020 led to a significant
increase in the balance sheet. The Bank’s total assets
increased by a further 1 percent during the first quarter
of this year to $552,385.5 million as at March 31, 2021.

Loans and receivables is composed primarily of
securities purchased under resale agreements (SPRAS).
SPRAs are high-quality assets acquired through the
repo market, in line with the Bank’s framework for market
operations and liquidity provision. Normally, the Bank
carries out these market operations primarily to manage
its balance sheet and offset seasonal fluctuations in the
demand for bank notes. Beginning in March 2020, the
scale of such operations was increased substantially,
with the primary aim of promoting the orderly functioning
of Canadian financial markets. Compared with
December 31, 2020, SPRAs decreased by 27 percent

to $113,705.9 million as at March 31, 2021. This was a
result of market operations maturing and the use of the
Term Repo operations declining during the quarter.

Investments increased by 10 percent to

$430,072.1 million as at March 31, 2021, from
December 31, 2020. This increase was driven mainly by
the following movements within the Bank’s holdings:

=  Government of Canada securities, which include
treasury bills, nominal bonds and Real Return Bonds,
increased by $20,321.5 million during the quarter.

Asset profile

December 31, 2019 March 31, 2020 June 30, 2020

Il Securities purchased under resale agreements Il Government of Canada bonds B Treasury bills

September 30, 2020

An increase of $30,730.4 million in Government of
Canada bonds was partially offset by a decrease

of $10,408.9 million in treasury bills, mainly as a
result of maturing. This growth reflects the increase
in the Government of Canada’s issuances of these
instruments, combined with the continuation of the
Government of Canada Bond Purchase Program
(GBPP) that was introduced in 2020. As the Bank
continues to monitor the strength of the recovery, it
will adjust the pace of net purchases of Government
of Canada bonds as required.

= The growth of the other asset purchase programs
resulted in an increase of $18,002.3 million during
the quarter. The main reason for this increase is the
higher volume of securities repo operations, which
improves the availability of the Bank’s holdings of
Government of Canada securities.

Derivatives—Indemnity agreements with the
Government of Canada refers to the indemnification
agreements that were put in place to allow the Bank

to support the Government of Canada, provincial and
corporate bond markets. Losses resulting from the sale
of assets within the GBPP, the Corporate Bond Purchase
Program and the Provincial Bond Purchase Program
are indemnified by the Government of Canada, whereas
gains on disposal are remitted to the government. The
$7,763.2 million balance represents the fair value of the
derivatives associated with the net unrealized losses

on these assets as at March 31, 2021. Long-term bond
yields have risen as the outlook for the economy has
improved. This has resulted in a decrease in the fair
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www.bankofcanada.ca/?p=182993
www.bankofcanada.ca/?p=182993
www.bankofcanada.ca/?p=183037
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value of the assets held by the Bank, which in turn has
led to an increase in unrealized losses on those same
assets.

Bank notes in circulation represents approximately

19 percent (20 percent as at December 31, 2020) of
the Bank’s total liabilities. The value of bank notes in
circulation decreased by 1 percent to $105,618.9 million
as at March 31, 2021, reflecting seasonal variations in
demand.

Deposits consists of Government of Canada deposits,
deposits by members of Payments Canada and

other deposits. The balance declined by 2 percent to
$426,153.3 million as at March 31, 2021. While deposits
are normally maintained at a lower level, they now
represent the largest liability on the Bank’s balance
sheet. This change results directly from the purchase
programs the Bank implemented in 2020 to support the
Canadian economy and financial system.’

Liability profile

December 31, 2019 March 31, 2020

June 30, 2020

Il Bank notes in circulation [l Government of Canada deposits

September 30, 2020

Securities sold under repurchase agreements increased
to $18,759.0 million as at March 31, 2021. This liability
represents the repurchase price for security repo
operations undertaken to support the functioning of
financial markets. Security repos provide a temporary
source of Government of Canada nominal bonds and
treasury bills to primary dealers to support liquidity in the
securities financing market.

Equity includes $5.0 million of authorized share capital
and a $25.0 million statutory reserve. The Bank also
holds a special reserve of $100.0 million to offset
potential unrealized valuation losses due to changes

in the fair value of the Bank’s investments that are not
covered by an indemnity agreement. The largest reserve
held by the Bank is the investment revaluation reserve.

It represents the unrealized fair value gains in the Bank’s
investment in the Bank for International Settlements (BIS).
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1 Refer to Understanding Quantitative Easing for more details.


www.bankofcanada.ca/?p=217725
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Results of operations

Results of operations

(in millions of Canadian dollars)

For the three-month period ended March 31 2021 2020
Interest revenue 993.0 585.8
Interest expense (252.8) (98.3)
Net interest income 740.2 487.5
Other income 1.3 1.6
Total income 741.5 489.1
Expenses (169.4) (142.2)
Net income 572.1 346.9
Other comprehensive income 322.2 92.8
Comprehensive income 894.3 439.7

Comprehensive income for the first quarter of 2021
more than doubled compared with the same period in
2020. The main drivers for this growth are the increased
revenue from a larger amount of financial assets held by
the Bank during the current quarter and an increase in
the discount rates used to value the Bank’s net defined-
benefit plans, which generated $338.7 million of other
comprehensive income.

Interest revenue depends on current market conditions,
their impact on the interest-bearing assets held on the
Bank’s balance sheet, and the volume and blend of
these assets. The Bank’s sources of interest revenue
are interest earned on its investments in Government
of Canada securities, interest earned on SPRAs and
interest earned on assets resulting from the large-scale
asset purchases programs. In the first quarter of

2021, interest revenue increased by $407.2 million (or
70 percent). This increase is due to the greater volume of
assets held by the Bank.

Interest expense consists mainly of interest incurred

on deposits held by the Bank. During the first quarter

of 2021, interest expense increased by $154.5 million
compared with the same period in 2020. The increase is
primarily the result of a larger amount of deposits being
held at the Bank. It was offset by the reduction in the
Bank’s policy interest rate in the first quarter of 2020.

Expenses for the quarter increased by 19 percent
compared with the same period in 2020. This primarily
reflects increases in staff costs and in expenditures
related to bank notes.

= Staff costs increased by $11.6 million (14 percent)
over the same period in 2020. Benefit costs
associated with the Bank’s defined-benefit plans
increased by $7.1 million (22 percent), mainly
because of a decrease in the discount rates used
for their calculation.? Salary costs also increased by
$4.6 million (9 percent) as a result of new positions
being filled for strategic initiatives and the annual
compensation adjustment.

= Bank note research, production and processing
expenses were $11.8 million higher in the first quarter
of 2021 compared with the same period in 2020.
This increase was driven by higher volumes of bank
notes printed. The timing of bank note production
varies from one year to the next based on the annual
production plan.

= Other comprehensive income for the first
quarter of 2021 was $322.2 million. It consists of
remeasurement gains of $338.7 million on the Bank’s
defined-benefit plans due to increases in discount
rates,?® offset by a $16.5 million decrease in the fair
value of the Bank’s investment in the BIS.

2 Benefit costs for a given period are based on the discount rate as at December 31 of the preceding year (e.g., the rate at December 31, 2020, was
used to calculate the benefit expenses for 2021). Discount rates and related benefit costs share an inverse relationship: as rates decrease, benefit
expenses increase (and vice versa). The discount rates used to calculate the pension benefit plans and other benefit plan expenses ranged from 2.9
to 3.2 percent for 2020 and from 1.9 to 2.7 percent for 2021. This decrease will result in increased benefit costs for 2021, all else being equal.

3 The net defined-benefit liabilities are measured using the discount rate in effect as at the period-end. The rate applicable to the net defined-benefit
liabilities as at March 31, 2021, ranged from 2.5 to 3.5 percent (1.9 to 2.7 percent as at December 31, 2020). See Note 9 to the condensed interim

financial statements for more information.
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Looking ahead through 2021

The Bank’s 2021 Plan

(in millions of Canadian dollars)

2021 budget

For the year ending December 31 $ %
Core expenditures 401 54
Bank note production 84 11
New mandates 22
Sustaining resilience operations 51
Deferred employee benefits (net of allocations) 53
Strategic investment programs 138 18
Other provisions 1 -
Total expenditures* 750 100

* Total expenditures includes capital expenditures and lease liabilities repayments and excludes depreciation.

The year 2021 represents the last year of the Bank’s
2019-21 medium-term plan (MTP), Leading in the New
Era. The Bank’s financial management framework

is designed to enable decision making related to the
allocation of resources to achieve the Bank’s objectives
and mitigate risks in a prudent fiscal manner. The
framework balances the need to be fiscally responsible
in the public sector environment and the need to invest in
our people and tools.*

Core expenditures, which reflects the cost of ongoing
operations for the Bank’s core functions, is anchored
on a commitment of 2 percent growth between the
2020 and 2021 budgets, or zero real growth, consistent

with inflation averaging 2 percent, the midpoint of the
Bank’s inflation-control target of 1 to 3 percent. The
Bank’s other expenditures are identified separately and
excluded from the MTP’s commitment to the growth of
core expenditures. They include the costs of developing
and producing bank notes, the development costs
related to new and potential legislative amendments
from the Parliament of Canada, incremental operating
costs resulting from the implementation of resilience
investments, and an annual evergreening provision for
information technology to sustain the Bank’s resilience
postures. Other costs also include investments to
continue to keep pace with industry-led modernizations
and to reduce risk.

4 The Bank’s forecasts for its operations do not include projections of net income and financial position. Such projections would require assumptions
about interest rates, which could be interpreted as a signal of future monetary policy.
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Operational highlights and changes

The following describes any significant changes in
personnel, operations and programs that have occurred
since December 31, 2020.

Governing Council and Board of Directors

Paul G. Haggis resigned from the Board of Directors
effective February 12, 2021.

Risk analysis

The “Risk Management” section of the MD&A for the
year ended December 31, 2020, outlines the Bank’s risk
management framework and risk profile. It also reviews
the key areas of risk—strategic, operational, financial,
and environment and climate-related. The financial risks
are discussed further in the notes to the December 31,
2020, financial statements, which are included in the
Bank’s Annual Report for 2020. Note 4 of the condensed
interim financial statements for March 31, 2021, also
provides an update on the financial risks. Although the
pandemic has triggered more financial risks and volatility
than usual involving some of the assets the Bank holds,
the risks identified in the MD&A remain the key risks for
the Bank.

Operations and programs

On March 23, 2021, the Bank announced that the
Commercial Paper Purchase Program, the Provincial
Bond Purchase Program and the Corporate Bond
Purchase Program would be discontinued on April 2,
May 7 and May 26, 2021, respectively.

The Bank also announced that its Contingent Term Repo
Facility and Term Repo operations would be suspended
on April 6 and May 10, 2021, respectively.


www.bankofcanada.ca/?p=201128
https://www.bankofcanada.ca/?p=209895
www.bankofcanada.ca/?p=210815
www.bankofcanada.ca/?p=211563
www.bankofcanada.ca/?p=211563
www.bankofcanada.ca/?p=211838
www.bankofcanada.ca/?p=211838
www.bankofcanada.ca/?p=210891
www.bankofcanada.ca/?p=210891
www.bankofcanada.ca/?p=183037
https://www.bankofcanada.ca/?p=209895
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Management responsibility

Management of the Bank of Canada (the Bank) is responsible for the preparation and fair presentation of these
condensed interim financial statements, in accordance with the requirements of International Accounting Standard 34
Interim Financial Reporting (IAS 34), and for such internal controls as management determines are necessary to enable
the preparation of condensed interim financial statements that are free from material misstatement. Management is also
responsible for ensuring that all other information in the Quarterly Financial Report is consistent, where appropriate, with
the condensed interim financial statements.

Based on our knowledge, these unaudited condensed interim financial statements present fairly, in all material respects,
the financial position, financial performance and cash flows of the Bank, as at the date of and for the periods presented in
the condensed interim financial statements.

TV ad—. Conueo. Autheey)
Tiff Macklem, Coralia Bulhoes, CPA, CA,

Governor Chief Financial Officer and Chief Accountant

Ottawa, Canada
May 19, 2021
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Condensed interim statement of financial position (unaudited)

(in millions of Canadian dollars)

As at Note March 31, 2021 December 31, 2020
Assets
Cash and foreign deposits 3 5.7 6.5
Loans and receivables 3,4
Securities purchased under resale agreements 113,699.4 155,317.6
Other receivables 6.5 6.3
113,705.9 155,323.9
Investments 3,4
Government of Canada treasury bills 41,3413 51,750.2
Government of Canada bonds—carried at amortized cost 111,101.5 105,979.0
Government of Canada bonds—carried at fair value through
profit and loss (FVTPL) 227977.0 202,369.1
Canada Mortgage Bonds 9,651.2 9,660.9
Other bonds 17,8814 14,399.6
Securities lent or sold under repurchase agreements 19,617.0 3,775.8
Other securities 2,033.1 3,344.1
Shares in the Bank for International Settlements (BIS) 469.6 486.1
430,072.1 391,764.8
Derivatives—Indemnity agreements with the Government of Canada 3,4 7,763.2 -
Capital assets 5
Property and equipment 558.5 568.2
Intangible assets 88.7 83.1
Right-of-use leased assets 44.2 454
6914 696.7
Other assets 6 147.2 415
Total assets 552,385.5 547,833.4
Liabilities and equity
Bank notes in circulation 3 105,618.9 106,925.0
Deposits 3,4,7
Government of Canada 57,532.0 80,559.0
Members of Payments Canada 359,610.9 345,664.3
Other deposits 9,0104 9,877.2
426,153.3 436,100.5
Securities sold under repurchase agreements 3,4 18,759.0 3,000.8
Derivatives—Indemnity agreements with the Government of Canada 3,4 - 293
Other liabilities 3,8 1,292.7 1,199.7
Total liabilities 551,823.9 547,255.3
Equity 10 561.6 578.1
Total liabilities and equity 552,385.5 547,833.4
) /n \
TNV, Coaua Hudheey)
Tiff Macklem, Coralia Bulhoes, CPA, CA,
Governor Chief Financial Officer and Chief Accountant

(See accompanying notes to the condensed interim financial statements.)
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Condensed interim statement of net income and comprehensive income
(unaudited)

For the three-month period ended March 31 (in millions of Canadian dollars)

Note 2021 2020
Income
Interest revenue
Investments—carried at amortized cost 469.7 520.5
Investments—carried at FVTPL 322.8 -
Securities purchased under resale agreements 200.5 65.1
Other sources - 0.2
993.0 585.8
Interest expense
Deposits (249.9) (98.3)
Other (2.9 -
Net interest revenue 740.2 487.5
Other revenue 13 1.6
Net gains (losses) on financial instruments carried at FVTPL 3 - -
Total income 7415 4891
Expenses
Staff costs 91.8 80.2
Bank note research, production and processing 14.3 2.5
Premises costs 6.5 6.6
Technology and telecommunications 235 21.6
Depreciation and amortization 16.4 15.6
Other operating expenses 16.9 15.7
Total expenses 169.4 142.2
Net income 5721 346.9
Other comprehensive income
Remeasurements of the net defined-benefit liability/asset 9 3387 40.5
Change in fair value of BIS shares (16.5) 52.3
Other comprehensive income 322.2 92.8
Comprehensive income 894.3 439.7

(See accompanying notes to the condensed interim financial statements.)
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Condensed interim statement of changes in equity (unaudited)

For the three-month period ended March 31 (in millions of Canadian dollars)

Investment
Share  Statutory Special  revaluation Retained
Note capital reserve  reserve reserve earnings Total
Balance as at January 1, 2021 5.0 25.0 100.0 4481 - 578.1
Comprehensive income for the period
Net income - - - - 5721 5721
Remeasurements of the net defined-
benefit liability/asset 9 - - - - 3387 338.7
Change in fair value of BIS shares - - - (16.5) - (16.5)
- - - (16.5) 910.8 894.3
Surplus for the Receiver General for
Canada - - - - (910.8) (910.8)
Balance as at March 31, 2021 5.0 25.0 100.0 431.6 - 561.6
Investment
Share  Statutory Special  revaluation Retained
Note capital reserve  reserve reserve earnings Total
Balance as at January 1, 2020 5.0 25.0 100.0 400.3 - 530.3
Comprehensive income for the period
Net income - - - - 346.9 346.9
Remeasurements of the net defined-
benefit liability/asset 9 - - - - 40.5 40.5
Change in fair value of BIS shares - - - 52.3 - 52.3
- - - 52.3 387.4 439.7
Surplus for the Receiver General for
Canada - - - - (387.4) (387.4)
Balance as at March 31, 2020 5.0 25.0 100.0 452.6 - 582.6

(See accompanying notes to the condensed interim financial statements.)



1 CONDENSED INTERIM FINANCIAL STATEMENTS
BANK OF CANADA « MARCH 31, 2021

Condensed interim statement of cash flows (unaudited)

For the three-month period ended March 31 (in millions of Canadian dollars)

Note 2021 2020
Cash flows from operating activities
Interest received 1,323.1 399.9
Other revenue received 36 38
Interest paid (253.1) (98.1)
Payments to or on behalf of employees and to suppliers (166.2) (136.7)
Net increase (decrease) in deposits (9,947.2) 76,645.1
Acquisition of securities purchased under resale agreements 12 (10,595.2) (69,736.3)
Proceeds from maturity of securities purchased under resale agreements 12 52,114.9 16,100.5
Net proceeds from securities sold under repurchase agreements 15,758.2 -
Advances made to members of Payments Canada - (8,900.0)
Purchases of Canada Mortgage Bonds - (912.4)
Purchases of Government of Canada bonds—carried at FVTPL (53,878.5) -
Proceeds from maturity of Government of Canada bonds—carried at FVTPL 5,623.2 -
Purchases of other bonds (4,099.8) -
Proceeds from maturity of other bonds 423 -
Proceeds from disposal of other bonds 8.7 -
Purchases of other securities - (15,554.6)
Proceeds from maturity of other securities 1,310.2 2299
Remittance from indemnity agreements (0.1) -
Net cash used in operating activities (2,755.9) (1,958.9)
Cash flows from investing activities
Acquisition of securities purchased under resale agreements—term repo - (32,338.3)
Proceeds from maturity of securities purchased under resale agreements—term repo - 36,723.1
Net maturities (purchases) of Government of Canada treasury bills 9,928.1 (2,403.4)
Purchases of Government of Canada bonds (10,510.5) (4,390.4)
Proceeds from maturity of Government of Canada bonds 5,228.5 5937.0
Purchases of Canada Mortgage Bonds - (499.3)
Additions of property and equipment (2.5) (5.8)
Additions of intangible assets (8.6) (6.8)
Net cash provided by investing activities 4,635.0 3,016.1
Cash flows from financing activities
Net decrease in bank notes in circulation (1,306.1) (1,055.2)
Remittance of surplus to the Receiver General for Canada (572.9) -
Payments of lease liabilities (0.7 (2.3)
Net cash used in financing activities (1,879.7) (1,057.5)
Effect of exchange rate changes on foreign currency (0.2) 0.3
Decrease in cash and foreign deposits (0.8) -
Cash and foreign deposits, beginning of period 6.5 6.4
Cash and foreign deposits, end of period 5.7 6.4

(See accompanying notes to the condensed interim financial statements.)
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Notes to the condensed interim financial statements
of the Bank of Canada (unaudited)

For the three-month period ended March 31, 2021

1. The business of the Bank of Canada

The Bank of Canada (the Bank) is the nation’s central bank. The Bank is a corporation established under the Bank of
Canada Act, is wholly owned by the Minister of Finance on behalf of the Government of Canada and is exempt from
income taxes. The Bank does not offer banking services to the public.

The address of the Bank's registered head office is 234 Wellington Street, Ottawa, Ontario.

The Bank conforms to the financial reporting requirements of the Bank of Canada Act as prescribed in the Bank's
bylaws, which require that the Bank’s financial statements be prepared in accordance with Generally Accepted
Accounting Principles as set out in the CPA Canada Handbook, published by the Chartered Professional Accountants
of Canada (CPA Canada). Consistent with CPA Canada guidance, the Bank is a government business enterprise as
defined by the Canadian Public Sector Accounting Standards. As such, it adheres to the standards applicable to
publicly accountable enterprises. In compliance with this requirement, the Bank has developed accounting policies
in accordance with International Financial Reporting Standards (IFRS).

The Bank’s mandate under the Bank of Canada Act is to promote the economic and financial welfare of Canada. The
Bank’s activities and operations are undertaken in support of this mandate and not with the objective of generating
revenue or profits. The Bank’s four core areas of responsibility are the following:

= Monetary policy: The Bank conducts monetary policy to preserve the value of money by keeping inflation low,
stable and predictable.

=  Financial system: The Bank promotes safe, sound and efficient financial systems, within Canada and
internationally, and conducts transactions in financial markets in support of these objectives.

= Funds management: The Bank provides funds management services for the Government of Canada, the Bank
itself and other clients. The Bank is the fiscal agent for the government, providing treasury-management
services and administering and advising on the public debt and foreign exchange reserves.

= Currency: The Bank designs, issues and distributes Canada’s bank notes, oversees the note distribution system
and ensures a supply of quality bank notes that are readily accepted and secure against counterfeiting.

The corporate administration function supports the management of the Bank’s human resources, operations and
strategic initiatives as well as the stewardship of financial, physical, information and technology assets.

The Bank has the exclusive right to issue Canadian bank notes, and the face value of these bank notes is a significant
liability on the Bank’s balance sheet. The Bank invests part of the proceeds from issuing bank notes into
Government of Canada securities and Canada Mortgage Bonds acquired on a non-competitive basis on the primary
market. The Bank also uses part of these proceeds to execute its responsibilities for its monetary policy and financial
system functions.

The interest income generated from the assets backing the bank notes in circulation (net of bank note production
and distribution costs) is referred to as seigniorage. It provides a stable and constant source of funding for the
Bank's operations, which enables the Bank to function independently of government appropriations. Seigniorage
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revenue is used to fund operations and reserves. Net income is remitted to the Receiver General for Canada in
accordance with the requirements of the Bank of Canada Act.

Basis of preparation

Compliance with International Financial Reporting Standards

These condensed interim 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. These
condensed interim financial statements do not include all the information and disclosures required for full annual
financial statements and should be read in conjunction with the Bank's audited financial statements for the year
ended December 31, 2020. When necessary, the condensed interim financial statements include amounts based on
informed estimates and the judgment of management. The results of operations for the interim period reported are
not necessarily indicative of results expected for the year.

The Audit and Finance Committee of the Board of Directors approved the condensed interim financial statements
on May 19, 2021.

Fiscal agent and custodial activities

Responsibility for the operational management of the Government of Canada'’s financial assets and liabilities is
borne jointly by the Bank (as fiscal agent for the Government of Canada) and the Department of Finance Canada. In
this role as fiscal agent, the Bank provides transactional and administrative support to the Government of Canada in
certain areas, consistent with the requirements of section 24 of the Bank of Canada Act. As fiscal agent for the
Government of Canada, the Bank does not bear the risks and rewards of the related financial assets and liabilities.
These assets, liabilities and related revenues and expenses are not included in the financial statements of the Bank.

Securities safekeeping and other custodial services are provided to foreign central banks, international organizations
and other government-related entities. Under the terms governing these services, the Bank is indemnified against
losses. Any assets and income that are managed under these services are excluded from the Bank’s financial
statements because they are not assets or income of the Bank.

Measurement base
The financial statements have been prepared on a historical cost basis, except for the following items:
= financial instruments classified (or designated) and measured at fair value through profit or loss (FVTPL);

= the Bank's shares in the Bank for International Settlements (BIS), which are measured at fair value through other
comprehensive income (FVOCI); and

= the net defined-benefit liability/asset of employee benefit plans, which is recognized as the net of the fair value
of plan assets and the present value of the defined-benefit obligations.
Functional and presentation currency

The Bank’s functional and presentation currency is the Canadian dollar. The amounts in the notes to the financial
statements of the Bank are in millions of Canadian dollars, unless otherwise stated.

Seasonality

The total value of bank notes in circulation fluctuates throughout the year as a function of the seasonal demand for
bank notes. Such demand is typically at its lowest level in the first quarter and peaks in the second and fourth
quarters around holiday periods. In addition to the regular term repo program, the Bank may issue securities
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purchased under resale agreements (SPRAs) to offset the increased bank note liability during periods of high
seasonal demand.

Significant accounting policies

The accounting policies used in the preparation of the condensed interim financial statements are consistent with
those disclosed in the Bank's financial statements for the year ended December 31, 2020.

Certain accounting policies require judgments and estimates, some of which relate to uncertain matters. Changes in
the judgments and estimates in the critical accounting policies discussed in our 2020 annual financial statements
could have a material impact on our financial results. Significant judgment and estimates are used in the
measurement of financial instruments (Note 3) and employee benefits (Note 9). No other significant changes have
occurred with respect to our critical accounting estimates since our 2020 annual financial statements.

Financial instruments

The Bank’s financial instruments are classified and subsequently measured as follows:

Classification and

subsequent
Financial instrument measurement Carrying value Fair value
Financial assets
Cash and foreign deposits Amortized cost 57 *
Loans and receivables
Securities purchased under resale agreements Amortized cost 113,699.4 113,731.8
Other receivables Amortized cost 6.5 *
113,705.9 *
Investments
Government of Canada treasury bills Amortized cost 41,3413 42,506.0
Government of Canada bonds—primary market Amortized cost 111,101.5 114,429.9
Government of Canada bonds—secondary market
Government of Canada bonds FVTPL 223,863.6 223,863.6
Real Return Bonds FVTPL 41134 41134
227977.0 227,977.0
Canada Mortgage Bonds Amortized cost 9,651.2 9/483.5
Other bonds
Provincial bonds FVTPL 17,679.2 17,679.2
Corporate bonds FVTPL 202.2 202.2
17,8814 17,8814
FVTPL and amortized
Securities lent or sold under repurchase agreements cost 19,617.0 19,6324
Other securities
Provincial money market securities Amortized cost 2,033.1 2,033.8
Shares in the Bank for International Settlements FVOCI 469.6 469.6
430,072.1 434,413.6
Derivatives—Indemnity agreements with the
Government of Canada FVTPL 7,763.2 7,763.2
Financial liabilities
Bank notes in circulation Face value 105,618.9 *
Deposits Amortized cost 426,153.3 *
Securities sold under repurchase agreements Amortized cost 18,759.0 *
Other financial liabilities Amortized cost 982.3 *

* Approximates carrying value due to their nature or term to maturity
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Fair value hierarchy

Financial instruments are classified using a fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1

Unadjusted quoted prices in active markets for identical assets or liabilities, which represent actual and regularly
occurring arm’s-length market transactions

Level 2

Inputs other than quoted prices included in Level 1, which are observable for the assets or liabilities either directly
(e.g., prices for similar instruments, prices from inactive markets) or indirectly (e.g., interest rates, credit spreads)

Level 3

Unobservable inputs for the assets or liabilities that are not based on observable market data because of inactive
markets (e.g., market participant assumptions)

The fair value hierarchy requires the use of observable market inputs wherever such inputs exist. In measuring fair
value, a financial instrument is classified at the lowest level of the hierarchy for which a significant input has been
considered.

Supporting information

Fair value hierarchy

The following table shows the fair value of the Bank’s financial assets carried at fair value classified in accordance
with the fair value hierarchy described above.

Level 1 Level 2 Level 3 Fair value
As at March 31, 2021
Government of Canada bonds—secondary market 220,686.4 3177.2 - 223,863.6
Real Return Bonds 3,225.9 887.5 - 41134
Provincial bonds 15,026.8 2,652.4 - 17,679.2
Corporate bonds 329 169.3 - 202.2
Securities lent or sold under repurchase agreements
Government of Canada bonds—secondary market 17,265.0 - - 17,265.0
Provincial bonds 683.6 1893 - 872.9
Shares in the Bank for International Settlements - - 469.6 469.6

Total 256,920.6 7,075.7 469.6 264,465.9
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The table below presents the comparative fair value as at December 31, 2020.

Level 1 Level 2 Level 3 Fair value
As at December 31, 2020
Government of Canada bonds—secondary market 198,138.3 699.3 - 198,837.6
Real Return Bonds 3,183.0 3485 - 3,5315
Provincial bonds 11,5487 2,670.9 - 14,219.6
Corporate bonds 13.7 166.3 - 180.0
Securities lent or sold under repurchase agreements
Government of Canada bonds—secondary market 2,310.2 - - 2,310.2
Provincial bonds 679.2 92.6 - 771.8
Shares in the Bank for International Settlements - - 486.1 486.1
Total 215,873.1 3,977.6 486.1 220,336.8

Transfers of securities measured at fair value may occur between levels of the fair value hierarchy as a result of
changes in market activity or the availability of quoted market prices or observable inputs. The Bank’s policy is to
record transfers of assets and liabilities between the different levels of the fair value hierarchy using the fair values
as at the end of each reporting period. The following transfers were done as at March 31, 2021 (there were no
transfers as at March 31, 2020):

From Level 2 to Level 1  From Level 1to Level 2

Government of Canada bonds—secondary market - 2,419.1
Real Return Bonds - 421.1
Provincial bonds 627.1 517.8
Corporate bonds 9.6 -
Total 636.7 3,358.0

Securities lent or sold under repurchase agreements

The following table shows the fair value and carrying value of the securities that were lent or sold under repurchase
agreements.

March 31, 2021 December 31, 2020

Fair value Carrying value Fair value Carrying value

Provincial bonds lent 872.9 8729 771.8 771.8
Securities sold under repurchase agreements

Government of Canada treasury bills 1,154.6 1,154.4 694.0 693.8

Government of Canada bonds—primary market 3399 3247 - -

Government of Canada bonds—secondary market 17,265.0 17,265.0 2,310.2 2,310.2

Total 19,632.4 19,617.0 3,776.0 3,775.8

The fair value of collateral held for provincial bonds lent totalled $917.0 million ($810.7 million as at December 31,
2020), representing 105.1 percent (105.0 percent as at December 31, 2020) of the fair value of the securities loaned.

The liabilities associated with the Government of Canada treasury bills and primary- and secondary-market
Government of Canada bonds that were sold under repurchase agreements are equal to $18,759.0 million
($3,000.8 million as at December 31, 2020).
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Derivatives—Indemnity agreements with the Government of Canada

Derivatives—Indemnity Derivative Derivative
agreements with the asset liability
Related asset Government of Canada position position
Amortized cost  Fair value Fair value Fair value Fair value
Government of Canada bonds—
secondary market 252,684.1 2452420 74421 75323 90.2
Provincial bonds 18,875.1 18,552.1 3230 329.0 6.0
Corporate bonds 200.3 202.2 (1.9 0.1 2.0
Balance as at March 31, 2021 271,759.5 263,996.3 7,763.2 7,861.4 98.2
Derivatives—Indemnity Derivative Derivative
agreements with the asset liability
Related asset Government of Canada position position
Amortized cost  Fair value Fair value Fair value Fair value
Government of Canada bonds—
secondary market 204,728.2  204,679.3 48.9 367.3 3184
Provincial bonds 14,915.9 14,9914 (75.5) 0.1 75.6
Corporate bonds 1773 180.0 2.7 - 2.7
Balance as at December 31, 2020 219,821.4  219,850.7 (29.3) 367.4 396.7
Net gains (losses) on financial instruments carried at FVTPL
For the three-month period ended March 31 2021 2020
Government of Canada bonds—secondary market (7,393.2) -
Provincial bonds (398.5) -
Corporate bonds (0.8) -
Derivatives 7,792.5 -

Total - -

Net gains and losses arising from financial instruments carried at FVTPL during the quarter are equal to the change
in fair value of the derivatives shown in the tables above. The $7,792.5 million net losses on the financial assets were
offset by net gains of $7,792.5 million on the derivatives. Realized gains and losses in the quarter were $0.1 million
(nil in the three-month period ended March 31, 2020).

Expected credit losses

The Bank’s definitions and approach to calculating expected credit losses (ECLs) are consistent with those disclosed
in the Bank's financial statements for the year ended December 31, 2020. The ECL model, under IFRS 9, applies to all
financial assets not measured at FVTPL or FVOCI.

The Bank’s debt instruments at amortized cost consist of Canadian sovereign debt, provincial debt that is fully
indemnified by the Government of Canada for any credit loss, and fully collateralized instruments with an equivalent
credit rating of A- or higher.

All of the Bank's financial assets subject to impairment assessments are Stage 1 and are considered to have low
credit risk. There were no transfers of financial instruments between stages during the reporting period. The Bank
had not recorded any ECLs on these instruments as at March 31, 2021 ($nil at December 31, 2020) because the
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amount was deemed not to be significant. By its nature, the ECL estimate is subject to measurement uncertainty.
The Bank will continue to review its judgments and assumptions to assess whether the ECL estimate has changed.
There were no past due or impaired amounts as at March 31, 2021 ($nil at December 31, 2020).

Financial risk management

The Bank maintains a comprehensive risk management and control framework to manage its risks. The Executive
Council oversees enterprise risk management and the implementation of sound management processes to
safeguard the Bank. The Board of Directors has an oversight role in the Bank’s performance of risk management.

The Bank is exposed to financial risks associated with its financial instruments, including credit, market and liquidity
risk. The Financial Risk Office monitors and reports on the financial risks related to the Bank’s statement of financial
position. The following is a description of those risks and how the Bank manages its exposure to them.

Credit risk

Credit risk is the possibility of loss due to the failure of a counterparty or guarantor to meet payment obligations in
accordance with agreed-upon terms.

The Bank is exposed to credit risk through its cash and foreign deposits, SPRAs, advances to members of Payments
Canada, investments, derivative indemnity agreement assets and loans of securities. The maximum exposure to
credit risk is estimated to be the carrying value of those items. The Bank is also exposed to credit risk through its
guarantee of the Large Value Transfer System (LVTS) and through the execution of foreign currency contracts,
consistent with the disclosures in the 2020 annual financial statements.

Concentration of credit risk

The Bank’s investments represent 78 percent of the carrying value of its total assets (72 percent as at December 31,
2020).

The Bank’s credit risk is low because its securities are primarily direct obligations of, fully guaranteed by, or
indemnified against credit losses by the Government of Canada, which holds a credit rating of AAA with most credit
agencies and has no history of default.

SPRAs represent 21 percent of the carrying value of the Bank’s total assets (28 percent as at December 31, 2020). In
the unlikely event of a counterparty default, collateral can be liquidated to offset credit exposure. Collateral is taken
in accordance with the Bank's publicly disclosed eligibility criteria and margin requirements, which are available on
its website. The fair value of collateral pledged to the Bank against these financial instruments at the end of the
reporting period is presented below.
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As at March 31, 2021 December 31, 2020
$ % $ %

Securities issued or guaranteed by the Government

of Canada 2,727.3 2.3 4,154.0 2.5
Securities issued or guaranteed by a provincial

government 13,841.8 11.6 27,855.5 17.1
Securities issued by a municipality 1914 0.2 2187 0.2
Other public sector securities 298.7 0.2 1,282.3 0.8
Corporate debt securities 89,389.2 75.2 113,969.2 69.9
Asset-backed securities 12,439.9 10.5 15,473.6 9.5
Total fair value of collateral pledged to the Bank 118,888.3 100.0 162,953.3 100.0
Carrying value of collateralized securities 113,699.4 100.0 155,317.6 100.0
Collateral as a percentage of carrying value 104.6 104.9
Market risk

Market risk is the potential for adverse changes in the fair value or future cash flows of a financial instrument due to
changes in market variables, such as interest rates, foreign exchange rates and market prices. Changes in market risk
exposure since December 31, 2020, are detailed below.

Interest rate risk

Interest rate risk is the potential for fluctuations in the fair value or future cash flows of a financial instrument
because of changes in interest rates.

The Bank’s exposure to interest rate risk arises from fluctuations in the future flows of cash and foreign deposits
held by the Bank and deposits held at the Bank by other institutions because these instruments are subject to
variable interest rates. The Bank also carries interest rate risk associated with fluctuations in future cash flows from
Real Return Bonds, which are linked to inflation. The remainder of the Bank’s financial assets and liabilities have
either fixed interest rates or are non-interest-bearing.

The table below shows the effect of an increase (decrease) in interest rates of 25 basis points on the interest
expense or revenue on deposits of the Government of Canada, members of Payments Canada, other deposits and
Real Return Bonds. This represents substantially all the Bank's interest rate risk exposure.

For the three-month period ended March 31 2021 2020
Interest expense on Government of Canada deposits 43.1/(43.1) 62.3/(62.3)
Interest expense on deposits of members of Payments Canada 226.3 / (226.3) 79/(7.9)
Interest expense on other deposits 6.1/ (6.1) 32/(3.2)
Interest revenue on Real Return Bonds 2.3/(2.3) -/-

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The currency risk is not considered to be significant because the Bank's net
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foreign currency exposure relative to its total assets is small. The Bank's principal currency risk exposure is to its BIS
shares, which are denominated in Special Drawing Rights.

Other price risk

Other price risk arises when the fair value or future cash flows of a financial instrument fluctuate because of changes
in market prices (other than those arising from changes in interest and exchange rates).

The Bank is exposed to other price risk through its investment in the BIS. The fair value of these shares is estimated
based on the net asset value of the BIS less a discount of 30 percent. Accordingly, the fair value fluctuations of these
shares reflect movements in the net asset value of the BIS and exchange rates.

With the operationalization of the Government of Canada Bond Purchase Program, Corporate Bond Purchase
Program and Provincial Bond Purchase Program in the second quarter of 2020, the Bank began holding securities
measured at FVTPL, exposing itself to fluctuations in market prices. However, all securities measured at FVTPL are
fully indemnified for gains and losses beyond amortized cost. Therefore, the Bank bears no net price risk related to
the securities.

Liquidity risk

Liquidity risk is the potential for loss if the Bank is unable to meet its financial obligations as they become due. In the
event of an unexpected redemption of due-on-demand liabilities, the Bank can settle the obligation by means of
several tools, including the sale of highly liquid investments. Liabilities that are due on demand include bank notes in
circulation and Government of Canada deposits. As well as recognized liabilities, the Bank is exposed to liquidity risk
through its guarantee of the LVTS, as discussed in the Bank’s financial statements for the year ended December 31,
2020.

The Bank is the ultimate source of liquid funds to the Canadian financial system and has the power and operational
ability to create Canadian-dollar liquidity in unlimited amounts at any time.

The following table presents a maturity analysis of the Bank's financial assets and liabilities. The balances in this
table do not correspond to the balances in the statement of financial position because the table presents all cash
flows on an undiscounted basis.
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Due on Within Within 4 to Within 1to In more than
As at March 31, 2021 demand 90 days 12 months 5 years 5 years Total
Financial assets
Cash and foreign deposits 5.7 - - - - 5.7
Loans and receivables - 82,279.6 16,962.9 14,570.5 - 113,813.0
Investments
Government of Canada treasury bills - 32,2870 10,228.0 - - 42,515.0
Government of Canada bonds at
amortized cost - 3,386.3 11,227.8 65,952.6 45,166.9 125,733.6
Government of Canada bonds at
FVTPL - 6,708.0 22,213.7 149,015.4 85,476.5 263,413.6
Real Return Bonds - 46.0 378.7 311.7 3,403.7 41401
Canada Mortgage Bonds - 72.8 1674 5,175.1 4,692.7 10,108.0
Provincial bonds - 784.6 3,338.9 8,852.0 6,691.9 19,667.4
Corporate bonds - 133 29.5 164.8 - 207.6
Provincial money market securities - 1,290.0 7443 - - 2,0343
Shares in the BIS* 469.6 - - - - 469.6
475.3 126,867.6 65,291.2 244,042.1 145,431.7 582,107.9
Financial liabilities
Bank notes in circulation 105,618.9 - - - - 105,618.9
Deposits
Government of Canada 57,532.0 - - - - 57,532.0
Members of Payments Canada - 359,610.9 - - - 359,610.9
Other deposits 9,0104 - - - - 9,010.4
Securities sold under repurchase
agreements - 18,759.0 - - - 18,759.0
Other financial liabilities - 1,029.0 - - - 1,029.0
172,161.3  379,398.9 - - - 551,560.2
Net maturity difference (171,686.0)  (252,531.3) 65,291.2 244,042.1 145,431.7 30,547.7

* The Bank’s investment in shares in the Bank for International Settlements has no fixed maturity.

Cash flows associated with the indemnity agreements are paid monthly after the disposition of related securities.
Where securities are held to maturity, there are no cash flows associated with the indemnity agreements. As at
March 31, 2021, the Bank had no contractual future cash flows associated with the indemnity agreements.
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The table below presents the comparative maturity analysis as at December 31, 2020.

Due on Within Within4to  Within1to In more than
As at December 31, 2020 demand 90 days 12 months 5 years 5 years Total
Financial assets
Cash and foreign deposits 6.5 - - - - 6.5
Loans and receivables - 42,1389 91,526.4 21,965.3 - 155,630.6
Investments
Government of Canada treasury bills - 15,260.0 37,235.0 - - 52,495.0
Government of Canada bonds at - 54743 10,074.6 60,494.8 43,066.4 119,110.1
amortized cost
Government of Canada bonds at - 6,174.8 18,390.4 121,042.7 64,6486  210,256.5
FVTPL
Canada Mortgage Bonds - 323 207.9 51829 47171 10,140.2
Provincial money market securities - 1,207.7 2,139.8 - - 3,347.5
Real Return Bonds - - 406.2 244.7 2,687.2 3,338.1
Provincial bonds - 90.6 2,361.7 7,7233 5,398.1 15,573.7
Corporate bonds - 283 345 120.9 - 183.7
BIS shares* 486.1 - - - - 486.1
492.6 70,406.9 162,376.5 216,774.6 120,517.4  570,568.0
Financial liabilities
Bank notes in circulation 106,925.0 - - - - 106,925.0
Deposits
Government of Canada 80,559.0 - - - - 80,559.0
Members of Payments Canada - 3456643 - - - 345,664.3
Other deposits 9,877.2 - - - - 9,877.2
Securities sold under repurchase 3,000.8
agreements - 3,000.8 - - -
Other financial liabilities - 705.0 - - - 705.0
197,361.2  349,370.1 - - - 546,731.3
Net maturity difference (196,868.6) (278,963.2) 162,376.5 216,774.6 120,517.4 23,836.7

* The Bank’s investment in shares in the Bank for International Settlements has no fixed maturity.
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5. Capital assets

Capital assets consists of property and equipment, intangible assets and right-of-use leased assets. The changes to

the balance for the period are as follows:

Property and Intangible  Right-of-use
equipment assets leased assets Total
Cost
Balances as at December 31, 2019 824.6 170.3 55.4 1,050.3
Additions 24.3 336 - 57.9
Disposals (10.2) (55.4) 0.9 (66.5)
Balances as at December 31, 2020 838.7 148.5 54.5 1,041.7
Additions 25 8.6 - 111
Disposals - (1.0 - (1.0
Balances as at March 31, 2021 841.2 156.1 54.5 1,051.8
Accumulated depreciation and amortization
Balances as at December 31, 2019 (234.0) (110.9) (4.5) (349.4)
Depreciation and amortization expense (46.7) 9.8) (4.6) (61.1)
Disposals 10.2 55.3 - 65.5
Balances as at December 31, 2020 (270.5) (65.4) 9.1) (345.0)
Depreciation and amortization expense (12.2) (3.0) (1.2) (16.4)
Disposals - 1.0 - 1.0
Balances as at March 31, 2021 (282.7) (67.4) (10.3) (360.4)
Carrying amounts
Balances as at December 31, 2020 568.2 83.1 454 696.7
Balances as at March 31, 2021 558.5 88.7 44.2 691.4

As at March 31, 2021, the Bank had total commitments outstanding of $15.4 million and $8.3 million for property

and equipment and intangible assets, respectively ($11.4 million and $8.6 million as at December 31, 2020).

6. Other assets

Other assets is composed of bank note inventory (production materials, including the polymer substrate and ink),
any net defined-benefit asset related to the Bank of Canada Pension Plan (Pension Plan) and all other assets, which

are primarily prepaid expenses.

Composition of other assets

As at Note March 31, 2021 December 31, 2020
Bank note inventory 18.8 14.8
Net defined-benefit asset 9 100.4 -
All other assets 28.0 26.7
Total other assets 147.2 415
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7. Deposits

Deposits is composed of deposits by the Government of Canada, members of Payments Canada and other financial
institutions and includes unclaimed balances remitted to the Bank in accordance with governing legislation.

Deposits from the Government of Canada consist of $37,532.0 million for operational balances and $20,000.0 million
held for the prudential liquidity-management plan ($60,559.0 million and $20,000.0 million, respectively, at
December 31, 2020).

Other deposits is composed of deposits from financial market infrastructure institutions, other central banks,
government institutions, foreign official institutions and unclaimed balances. Some of the deposits are interest
bearing depending on the agreement between the Bank and the depositor. All balances are due on demand.

8. Other liabilities

Other liabilities consists of surplus payable to the Receiver General for Canada, the net defined-benefit liability for
both the pension benefit plans and the other employee benefit plans, lease liabilities, accounts payables, accrued
liabilities and provisions.

Composition of other liabilities

As at Note March 31, 2021 December 31, 2020
Surplus payable to the Receiver General for Canada 910.8 572.9
Net defined-benefit liability 9

Pension benefit plans 81.8 283.8

Other benefit plans 1819 2109
Lease liabilities 452 45.9
All other liabilities 73.0 86.2
Total other liabilities 1,292.7 1,199.7

The following table reconciles the opening and closing balances of the Surplus payable to the Receiver General for
Canada, which is based on the requirements of section 27 of the Bank of Canada Act and the Bank's remittance
agreement with the Minister of Finance.

For the three-month period ended March 31 2021 2020
Surplus payable at beginning of period 572.9 368.3
Surplus for the Receiver General for Canada 910.8 3874
Remittance of surplus to the Receiver General for Canada (572.9) -

Surplus payable at end of period 910.8 755.7
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Employee benefits

The changes to the net defined-benefit asset (liability) for the period are as follows:

Pension benefit plans (funded) Other benefit plans (unfunded)
For the three-month For the three-month

period ended  For the year ended period ended  For the year ended
March 31,2021 December 31, 2020 March 31, 2021 December 31, 2020

Opening balance at beginning
of period (283.8) (63.2) (210.9) (190.5)
Bank contributions 14.7 25.0 - -
Current service cost (20.5) (64.8) (1.6) (5.8)
Net interest cost (2.2) 4.6) (1.3) (6.3)
Administration costs 0.7) (2.9 - -
Net benefit payments and transfers - - 33 9.7
Remeasurement gains (losses) 3111 (173.3) 28.6 (18.0)
Closing balance at end of period 18.6 (283.8) (181.9) (210.9)
Net defined-benefit asset 100.4 - - -
Net defined-benefit liability (81.8) (283.8) (181.9) (210.9)
Net defined-benefit asset (liability) 18.6 (283.8) (181.9) (210.9)

The composition of the Pension Plan net defined-benefit asset (liability) is presented in the table below:

As at March 31, 2021 December 31, 2020
Fair value of plan assets 21813 2,200.5
Defined-benefit obligation 2,162.7 24843
Net defined-benefit asset (liability) 18.6 (283.8)

Expenses for the employee benefit plans are presented in the tables below:

For the three-month period ended March 31 2021 2020
Expenses

Pension benefit plans 234 16.3
Other benefit plans 19 24
Total benefit plan expenses 253 18.7

Contributions for the pension benefit plans are presented in the table below:

For the three-month period ended March 31 2021 2020
Contributions

Employer contributions 14.7 15
Employee contributions 6.0 6.6

Total contributions 20.7 8.1
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The Bank remeasures its defined-benefit obligations and the fair value of plan assets at interim periods. The
discount rate is determined by reference to Canadian AA-rated corporate bonds with terms to maturity
approximating the duration of the obligation according to guidance issued by the Canadian Institute of Actuaries.
The net defined-benefit liability/asset is measured using the discount rates in effect as at the period-end, which are
shown in the table below:

As at March 31, 2021 December 31, 2020
Discount rate

Pension benefit plans 3.40% 2.60%
Other benefit plans 2.50-3.50% 1.90-2.70%

The Bank recorded remeasurement gains of $338.7 million during the three-month period ended March 31, 2021
(remeasurement gains of $40.5 million for the three-month period ended March 31, 2020). These gains are mainly
the result of the increase in the discount rate used to value the obligations.

Equity
The Bank manages its capital to ensure compliance with the Bank of Canada Act. There were no other externally
imposed capital requirements at the end of the reporting period.

The Bank’s equity is composed of the following elements:

As at March 31, 2021 December 31, 2020
Share capital 5.0 5.0
Statutory reserve 25.0 25.0
Special reserve 100.0 100.0
Investment revaluation reserve 431.6 4481
Retained earnings - -
Total equity 561.6 578.1

Share capital

The authorized capital of the Bank is $5.0 million divided into 100,000 shares with a par value of $50 each. The
shares are fully paid and have been issued to the Minister of Finance, who holds them on behalf of the Government
of Canada.

Statutory reserve

The statutory reserve was accumulated out of net income until it reached the stipulated maximum amount of
$25.0 million in 1955, consistent with the requirement of section 27 of the Bank of Canada Act.

Special reserve

Following an amendment to section 27.1 of the Bank of Canada Act, the special reserve was created in 2007 to
offset potential unrealized valuation losses due to changes in the fair value of the Bank's investment portfolio. An
initial amount of $100 million was established at that time, and the reserve is subject to a ceiling of $400 million.

The amount held in the special reserve is reviewed regularly for appropriateness using value-at-risk analysis and
scenario-based stress tests and may be amended, pursuant to a resolution passed by the Board of Directors.
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Investment revaluation reserve

The investment revaluation reserve represents the net unrealized fair value gains of the Bank's financial assets
classified and measured at FVOCI, which consist solely of the Bank’s investment in the BIS. The total reserve was
$431.6 million as at March 31, 2021 ($448.1 million as at December 31, 2020).

Retained earnings

The net income of the Bank, less any allocation to reserves, is considered ascertained surplus and is transferred to
the Receiver General for Canada, consistent with the requirement of section 27 of the Bank of Canada Act. Changes
to the ascertained surplus payable to the Receiver General for Canada are presented in Note 8.

The Bank’s remittance agreement with the Minister of Finance was designed to enable the Bank to manage its
equity requirements with consideration given to the volatility arising from fair value changes and remeasurements,
which are recorded in other comprehensive income. This agreement allows the Bank to withhold from its remittance
to the Receiver General for Canada any increase in cumulative net unrealized losses on financial assets that are
classified and measured at FVOCI, unrealized remeasurements of the net defined-benefit liability/asset on defined-
benefit plans, and other unrealized or non-cash losses arising from changes in accounting standards or legislation.
Any decrease in previously withheld cumulative net unrealized non-cash losses is added to the remittance.

During the three-month period ended March 31, 2021, the Bank released $338.7 million (released $40.5 million from
its previously withheld remittances in the three-month period ended March 31, 2020). As at March 31, 2021,
$40.8 million in withheld remittances was outstanding ($379.5 million as at December 31, 2020).

Related parties

Persons or entities are considered related parties to the Bank if they are:

= under common ownership to the Government of Canada;
= a post-employment benefit plan for the benefit of Bank employees; or

= amember of key management personnel, which includes members of the Executive Council, Senior
Management Council or the Board of Directors, and their families.

The Bank is related in terms of common ownership to all Government of Canada departments, agencies and Crown
corporations. To achieve its monetary policy objectives, the Bank maintains a position of structural and functional
independence from the Government of Canada through its ability to fund its own operations without external
assistance, and through its management and governance.

In the normal course of its operations, the Bank enters into transactions with related parties, and material
transactions and balances are presented in these financial statements. Not all transactions between the Bank and
government-related entities have been disclosed, as permitted by the partial exemption available to wholly owned
government entities in International Accounting Standard 24 Related Party Disclosures (I1AS 24).

The Bank also provides funds management, fiscal agent and banking services to the Government of Canada, as
mandated by the Bank of Canada Act, and does not recover the costs of these services.

The Bank provides management, investment and administrative support to the Pension Plan and recovers the cost
of these services.
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12. Comparative figures
The Bank’s condensed interim statement of cash flows previously presented cash flows related to SPRAs separately
based on overnight repos and term repos. The current-year cash flows related to SPRAs are presented together to
be consistent with the statement of financial position, which presents all categories of SPRAs as one security
classification. Therefore, prior-year comparatives as at March 31, 2020, have been restated to conform to the

current-year presentation.
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