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Independent auditor’s report 

To the Shareholders of 
Capital régional et coopératif Desjardins 

Our opinion 

In our opinion, the accompanying separate financial statements present fairly, in all material respects, the 
financial position of Capital régional et coopératif Desjardins (CRCD) as at June 30, 2020 and 
December 31, 2019, and its financial performance and its cash flows for the six-month periods ended 
June 30, 2020 and 2019 in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board (IFRS). 

What we have audited 
CRCD’s separate financial statements comprise: 

 the separate balance sheets as at June 30, 2020 and December 31, 2019; 

 the separate statements of comprehensive income for the six-month periods ended June 30, 2020 
and 2019; 

 the separate statements of changes in net assets for the six-month periods ended June 30, 2020 
and 2019; 

 the separate statements of cash flows for the six-month periods ended June 30, 2020 and 2019; and 

 the notes to separate financial statements, which include a summary of significant 
accounting policies. 

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 
of the separate financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 

Independence 
We are independent of CRCD in accordance with the ethical requirements that are relevant to our audit of 
the separate financial statements in Canada. We have fulfilled our other ethical responsibilities in 
accordance with these requirements.



Other information 

Management is responsible for the other information. The other information comprises the Management’s 
Discussion and Analysis. 

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

In connection with our audit of the separate financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the separate financial statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of management and those charged with governance for the 
financial statements 

Management is responsible for the preparation and fair presentation of the separate financial statements 
in accordance with IFRS, and for such internal control as management determines is necessary to enable 
the preparation of separate financial statements that are free from material misstatement, whether due to 
fraud or error. 

In preparing the separate financial statements, management is responsible for assessing CRCD’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless management either intends to liquidate CRCD or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing CRCD’s financial reporting process.  

Auditor’s responsibilities for the audit of the financial statements 

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



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

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

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

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

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

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

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

(Signed) “PricewaterhouseCoopers LLP”

Montréal, Quebec 
August 13, 2020  

1 CPA auditor, CA, public accountancy permit No. A111799 



 
 
 

 

 

Separate Balance Sheets 
 
(in thousands of Canadian dollars, except for number  
 of common shares outstanding and net asset value per common share) 

 

 Notes 

As at 
June 30, 

2020 
$ 

As at 
December 31, 

2019 
$ 

ASSETS    

Investments impacting the Québec economy 7 1,131,563 1,249,967 
Other investments 8 901,692 992,746 
Intangibles assets 10 6,472 4,466 
Income taxes recoverable 19 37,455 32,486 
Accounts receivable 11 18,549 32,699 
Cash 12 - 6,961 
    
  2,095,731 2,319,325 

LIABILITIES    

Financial liabilities 13 2,583 2,252 
Income taxes payables 19 77 168 
Accounts payable 14 7,361 8,439 
Bank overdraft 12 80,626 - 
    
  90,647 10,859 
    

NET ASSETS 16 2,005,084 2,308,466 

    

NUMBER OF COMMON SHARES OUTSTANDING  133,070,603 144,849,327 

    
NET ASSET VALUE PER COMMON SHARE  15.07 15.94 

 

 

 

 

 

 

 

 

 

 

 

On behalf of the Board of Directors of Capital régional et coopératif Desjardins, 

 

 

 

   

(signed) Bernard Bolduc, B.A.A. Finance, Director                                                                      (signed) Marlène Devaux, B.A., M.A., ASC, Director 

 

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

 



 
 
 

 

 

Separate Statements of Comprehensive Income 
For the six-month periods ended June 30 

 
(in thousands of Canadian dollars, except for weighted average   
 number of common shares and net earnings per common share) 
 

 
 

 Notes 
2020 

 $ 
2019 

$ 

REVENUE    
Interest 7 et 8 12,780 13,584 
Dividends and distributions  7,979 10,498 
Administrative charges  172 96 
    
  20,931 24,178 

GAINS (LOSSES) ON INVESTMENTS    
Realized  50,482 20,134 
Unrealized   (169,033) 67,078 
    
  (118,551) 87,212 
    

TOTAL REVENUE AND GAINS (LOSSES) ON INVESTMENTS  (97,620) 111,390 
    
EXPENSES    
Management fees  11,646 9,701 
Other operating expenses 18 2,519 2,752 
Shareholder services 18 5,579 5,818 
    
  19,744 18,271 
    
EARNINGS (LOSS) BEFORE INCOME TAXES  (117,364) 93,119 

Income tax recovery  19 (1,767) (381) 

    
NET EARNINGS (NET LOSS) FOR THE PERIOD  (115,597) 93,500 

    
WEIGHTED AVERAGE NUMBER OF COMMON SHARES  139,206,840 139,731,711 

    
NET EARNINGS (NET LOSS) PER COMMON SHARE   (0.83) 0.67 

 

 

 

 

 

 

 

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

 
 
 



 
 
 

 

 

Separate Statements of Changes in Net Assets 
For the six-month periods ended June 30 
 
(in thousands of Canadian dollars) 

 
 Share capital (note 16) Retained 

earnings 
Net 

assets  “Issuance” Shares (1) “Exchange” Shares (1) Total 
 Number $ Number $ Number $ $ $ 
BALANCE – DECEMBRE 31, 2019 131,551,585 1,529,277 13,297,742 199,445 144,849,327 1,728,722 579,744 2,308,466 

Net loss for the pediod - - - - - -  (115,597) (115,597)

Share capital transactions(2)         

Issuance of common shares 18,377 294 - - 18,377 294 - 294 

Redemption of common shares (11,797,101) (122,771) - - (11,797,101) (122,771) (65,308) (188,079)

Exchange of commom shares - - - - - - - - 

         

BALANCE – JUNE 30, 2020 119,772,861 1,406,800 13,297,742 199,445 133,070,603 1,606,245 398,839 2,005,084 

 

BALANCE – DECEMBRE 31, 2018 141,391,214 1,577,431 - - 141,391,214 1,577,431 591,373 2,168,804 

Net earnings for the pediod - - - - - - 93,500 93,500 

Share capital transactions(2)         

Issuance of common shares 24,792 363 - - 24,792 363 - 363 

Redemption of common shares (3,327,156) (34,314) - - (3,327,156) (34,314) (16,302) (50,616) 

Exchange of commom shares (6,790,166) (67,831) 6,790,166 99,612 - 31,781 (31,781) - 

         

BALANCE – JUNE 30, 2019 131,298,684 1,475,649 6,790,166 99,612 138,088,850 1,575,261 636,790 2,212,051 

(1) Issuance shares refer to Class A “Issuance” common shares and Exchange shares refer to Class B “Exchange” common shares; collectively referred as common 
shares. 

(2) This data does not include the redemption requests made within 30 days of subscription. 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

 
 



 
 
 

 

 

Separate Statements of Cash Flows 
For the six-month periods ended June 30 

 
(in thousands of Canadian dollars) 

 
 

 
2020 

$ 
2019 

$ 

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES   

Net earnings (net loss) for the period (115,597) 93,500 

Non-cash items:   

Losses (gains) on investments 118,551 (87,212) 

Amortization of premiums and discounts on other investments (547) (593) 

Amortization of intangibles assets 526 183 

Deferred taxes (91) 257 

Capitalized interest and other non-cash items (3,413) (360) 

Changes in operating assets and liabilities:   

Income taxes recoverable (4,969) (4,840) 

Income taxes payable - (12,360) 

Accounts receivable 1,632 586 

Accounts payable (1,878) 1,457 

Acquisition of investments impacting the Québec economy (90,340) (83,936) 

Proceeds from disposals of investments impacting the Québec economy 97,551 45,452 

Acquisition of other investments (648,462) (425,570) 

Proceeds on disposal of other investments 722,444 501,918 

   

 75,407 28,482 

CASH FLOWS FROM (USED IN) INVESTING ACTIVTIES   

Acquisition of intangibles assets (2,532) (1,721) 

CASH FLOWS FROM (USED IN) FINANCING ACTIVITES    

Issuance of common shares 294 363 

Redemption of common shares (188,079) (50,616) 

   

 (187,785) (50,253) 

Net change in cash and cash equivalents during the period (114,910) (23,492) 

Cash and cash equivalents – Beginning of period 46,780 41,253 

   

CASH AND CASH EQUIVALENTS – END OF PERIOD  (68,130) 17,761 

   

Supplemental information about cash flows from operating activites   

Interest received 9,603 12,933 

Dividends and distributions received 8,098 10,537 

Income taxes paid (3,293) (16,562) 

 

 

 

 

 

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

 



 
 
 

 

 

Notes to Separate Financial Statements  

Note 1 – Governing statute, administration and investments 

Governing statute 

Capital régional et coopératif Desjardins (“CRCD”) is constituted by an Act of the National Assembly of Québec (C.Q.L.R. 

chapter C 6.1) (the “Act”) and is deemed to have been constituted by the filing of articles on July 1, 2001. CRCD began its activities 

on November 5, 2001 and is a legal person with share capital. CRCD has business offices at 2 Complexe Desjardins, East Tower, 

Suite 1717, Montréal, Québec, Canada, and its head office is located at 100 Rue des Commandeurs, Lévis, Québec, Canada. 

Administration 

The affairs of CRCD are administered by a Board of Directors consisting of 13 members: 

 Eight persons appointed by the President of Desjardins Group; 

 Two persons elected by the General Meeting of Shareholders; 

 Two persons appointed by the aforementioned 10 members from among the persons considered by those members to be 

representative of the eligible entities described in the Act;  

 The Desjardins Group Relations director appointed by the other directors.  

Amendments to the governance of CRCD will come into force at the next annual general meeting as provided for in Bill 41, 

assented to by the Québec National Assembly on March 17, 2020. Please see section 5.3, Governance, of the MD&A for more 

information. 

Investments 

CRCD may make investments with or without a guarantee or security, mainly in eligible entities. Eligible entities include eligible 

cooperatives and partnerships or a legal person actively operating an enterprise, the majority of whose employees are resident in 

Québec and whose assets are less than $100 million or whose net equity is less than or equal to $50 million. 

CRCD may invest up to 5% of its assets (as established on the basis of the latest valuation by the chartered professional accountants) 

in the same eligible company or cooperative, and the investment is generally planned for a period of five to fifteen years. The 

percentage may be increased up to 10% to enable CRCD to acquire securities in an entity carrying on business in Québec but that 

is not an eligible entity. In such a case, CRCD may not, directly or indirectly, acquire or hold shares carrying more than 30% of the 

voting rights that may be exercised under any circumstances. 

Pursuant to the Act, other investments may qualify, such as investments in certain investment funds, provided the required specific 

conditions set out in the Act have been met. 

CRCD’s eligible investments, as defined in the Act, must represent on average at least 65% (64% as at December 31,2019) of 

CRCD’s average net assets for the preceding year.  

Furthermore, a portion representing at least 35% of that percentage must be made in entities situated in the resource regions of 

Québec or in eligible cooperatives, as defined in the Act. 

 

 



 
 
 

 

 

Note 1 – Governing statute, administration and investments (continued) 

Investments (continued) 

If one of these targets is not met, CRCD will be subject to a reduction of the authorized issue of capital for the capitalization period 

following the end of the fiscal year. As at June 30, 2020, estimates showed the first target to be below the 65% threshold set under 

the Act. As compliance with this target will be determined at the end of the fiscal year and will depend on investment developments 

over the second half of the year, the period ended June 30, 2020 was not affected.  

Note 2 – Basis of presentation  

Statement of compliance  

CRCD has prepared its separate financial statements (the “financial statements”) in accordance with International Financial 

Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). These financial statements were 

approved by the Board of Directors on August 13, 2020. 

Basis of measurement  

These financial statements have been prepared on a fair value basis, except with respect to cash, accounts receivable, accounts 

payable, Bank overdraft and taxes, which are measured at amortized cost and at cost as well as intangible assets which are 

measured at amortized cost. 

Investment entity 

CRCD has several shareholders that are not related parties and holds a number of investments directly or indirectly in underlying 

funds. Ownership interests in CRCD are in the form of redeemable shares, subject to certain conditions, which are reported in net 

assets, in accordance with the puttable instrument exemption under IAS 32, Financial Instruments: Presentation. 

CRCD has concluded that it constitutes an investment entity within the meaning of IFRS 10, Consolidated Financial Statements, as 

it obtains funds from multiple shareholders, commits to its shareholders to invest funds for returns from capital appreciation, and 

measures and evaluates the performance of its investments on a fair value basis. Accordingly, investments in subsidiaries and 

associates reported in investments impacting the Québec economy are recognized at fair value. 

Presentation and functional currency   

These separate financial statements are expressed in Canadian dollars, which is also the functional currency of CRCD. Dollar 

amounts reported in the tables of the notes to the financial statements are in thousands of dollars, unless otherwise stated.  

 

 

 

 

 

 



 
 
 

 

 

Note 2 – Basis of presentation (continued) 

Significant event 

On March 11, 2020, the World Health Organization declared COVID-19 a pandemic. On March 13, 2020, the Gouvernement du 

Québec declared a public health emergency throughout Québec. Similarly, the Government of Canada implemented various 

protective measures through the first quarter of 2020. This situation and the measures put in place have widepsread economic 

implications at the global, national, provincial and local levels. CRCD has introduced relief measures for portfolio companies that 

could experience difficulty meeting their financial obligations. 

The COVID-19 pandemic has created new sources of uncertainty that affect the significant judgments, estimates and assumptions 

made by CRCD for purposes of preparing the financial statements. Please see note 4, Significant judgments, estimates and 

assumptions, for further information. The COVID-19 pandemic has increased stock market volatility. The duration and magnitude of 

its impact on local and global economies, capital markets, industries and issuers in which CRCD invests are not known at this time. 

CRCD is closely monitoring the pandemic as it evolves for its impact on CRCD’s results and financial position.  

The pandemic environment in the first half of 2020 resulted in an increase in requests for redemptions of CRCD’s shares. Due to its 

Other investments portfolio, CRCD has the necessary liquidity to honour share redemptions and undertake investments to support 

the portfolio companies. In order to provide greater cash management flexibility, the credit facilities put in place several years ago 

have been drawn down. 

  



 
 
 

 

 

Note 3 – Significant accounting policies  

a) Financial instruments 

CRCD accounts for its financial instruments at fair value on initial recognition. Purchases and sales of financial assets are 

recognized at the trade date. 

Classification and measurement  

Financial assets are classified according to their contractual cash flow characteristics as well as the economic model under which 

they are held.  

Contractual cash flow characteristics 

To satisfy the criteria related to the cash flow characteristics for classifying a financial asset, the cash flows related to this asset 

must consist solely of principal and interest payments on the principal amount outstanding. The principal generally represents 

the fair value of the financial asset at initial recognition. Interest consists primarily of consideration for the time value of money 

and credit risk associated with the principal outstanding over a given period. 

Business model 

CRCD’s business models are determined in a manner that reflects how groups of financial assets are managed together to 

achieve a particular business objective. The business models represent how CRCD manages its financial assets to generate 

cash flows, that is, they reflect whether the cash flows will arise from the collection of contractual cash flows, the sale of financial 

assets, or both. CRCD’s business models are outlined as follows:  

 Held to collect contractual cash flows: The objective of holding financial assets is to collect contractual cash flows 

 Held to collect contractual cash flows and for sale: The objective is achieved by collecting contractual cash flows and by 

selling financial assets 

 Other business models: The objective is not consistent with any of the above business models. 

The classification and measurement of CRCD’s financial assets and liabilities can be summarizied as follows : 

 Investments impacting the Québec economy, Other investments and amounts receivable on disposals of Investments 

impacting the Québec economy are classified as at fair value through profit or loss because they are held according to an 

economic model whose aim is to manage and measure investment performance on a fair value basis. 

 Cash and accounts receivable are measured at amortized cost, which approximates their fair value, since they are held under 

a business model whose objective is to collect contractual cash flows and they satisfy the criteria of the cash flow 

characteristics test, that is, they consist solely of payments of principal and interest. 

 Bank overdraft and Accounts payable are classified and measured at amortized cost which approximates their fair value, 

while financial liabilities are designated at fair value through profit or loss. Financial liabilities are derecognized when the 

liability is extinguished, that is, when the obligation specified in the contract is discharged or cancelled, or expires.  

 

  



 
 
 

 

 

Note 3 – Significant accounting policies (continued) 

b) Fair value measurement  

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market 

participants at the measurement date. 

Fair value of assets and liabilities traded in a market 

The fair value of assets and liabilities traded in a market considered as active is based on the quoted price within the bid-ask 

spread that is most representative of fair value in the circumstances. In certain cases, if the market is not considered an active 

market, the most recent quoted price between the bid-ask spread may be adjusted to adequately reflect fair value.  

Fair value of assets and liabilities not traded in a market 

When assets and liabilities are not market traded, fair value is determined using valuation techniques chosen based on set criteria 

and prevailing market conditions at each reporting date. The principal financial instruments not traded in a market are included 

in investments impacting the Québec economy. The techniques used are based on valuation principles including guidelines 

generally used in the industry by business valuation professionals. Those valuation principles have been approved by CRCD’s 

Board of Directors. The valuation method for a financial instrument is generally consistent from period to period, except where a 

change will result in more accurate estimates of fair value. Given the evolving environment specific to each entity underlying the 

financial instruments, changes to valuation techniques occur in each reporting period. 

Loans and advances, non-participating shares 

The fair value of loans and advances and non-participating shares is determined by discounting CRCD’s expected contractual 

cash flows using a discount rate reflecting the return it would demand in light of entity-specific credit risk. 

Participating shares  

The main technique used to determine the fair value of participating shares is the capitalization of cash flows. Two key variables 

used in that technique are representative cash flow and the capitalization rate. To determine representative cash flow, recurring 

cash flows are estimated using the entity’s historical results and/or financial forecasts. A risk weight is subsequently applied to 

each of the cash flows thus determined to reflect its probability of occurrence. The rate used to capitalize the representative cash 

flow thus obtained reflects the way in which the entity could fund its operations and the risks associated with the occurrence of 

that representative cash flow. 

Where the price of a recent arm’s length market transaction between knowledgeable, willing parties is available, this valuation 

technique is used. It may also be appropriate to use a technique based on a third-party purchase offer when deemed bona fide 

and credible. The use of judgment is required in determining whether the fair value of the recent transaction or purchase offer is 

the best evidence of fair value at the measurement date. The period during which it is deemed appropriate to refer to a past 

transaction or purchase offer depends on the circumstances specific to each investment.  

Another valuation technique used is adjusted net assets, which consists in remeasuring all assets and liabilities on the balance 

sheet of the entity or fund at their fair value at the measurement date. The key adjustments made are related to the fair value of 

assets and liabilities, newly available information and significant events that occurred between the balance sheet date of the 

entity or the fund and the measurement date.  

  



 
 
 

 

 

Note 3 – Significant accounting policies (continued) 

b) Fair value measurement (continued) 

Global equities funds, Canadian equities funds, Real estate funds and Market neutral equity funds  

Interests in Global equity funds, Canadian equities funds, Real estate funds and market neutral equity funds are recorded at their 

fair value. Fair value represents the net assets per unit as determined by the funds as at the balance sheet date. 

Guarantee 

When it is probable that CRCD is required to make a payment under guarantee it has provided, the liability to be recognized is 

estimated using an asset-based approach and a liquidation value method. 

Note 

The note receivable is related to an investment impacting the Québec economy and is recognized at fair value, which is the 

amount that CRCD would receive on the reporting date under the contractual agreement underlying this note receivable.  

Financial liabilities 

Financial liabilities are related to acquisitions of certain investments impacting the Québec economy and are recognized at fair 

value, which represents the amount payable by CRCD under the financial liabilities’ underlying contractual agreements at the 

reporting date. 

Amounts receivable on disposal of investments impacting the Québec economy 

The fair value of amounts receivable on disposal of investments impacting the Québec economy is determined by discounting 

contractual cash flows and considers the debtor’s credit risk in particular. Typically, estimating the amounts receivable and the 

timing of their collection depends on whether specified future events occur or conditions are met.  

c) Intangible assets  

IT development consists primarily of costs relating to the development of applications that can be used internally or to provide 

services to shareholders. Intangible assets are initially recognized at cost and subsequently measured at cost less any 

accumulated amortization and any impairment losses. These costs are capitalized when the application’s development phase 

begins. The costs incurred prior to this phase are expensed.  

Intangible assets are amortized over their estimated useful lives, using the following method and period: 

Intangible assets Method Period 

IT development  Straight-line 3 years 

Amortization begins when intangible assets are available for use. The amortization method and the useful life are revised at least 

once per year. Changes are recognized prospectively similarly to changes in accounting estimates. 

  



 
 
 

 

 

Note 3 – Significant accounting policies (continued) 

c) Intangible assets (continued) 

Impairment of assets 

The carrying amount of intangible assets is reviewed at each reporting date to determine whether there is any indication that an 

asset may be impaired. If any such indication exists, the recoverable amount of the asset is estimated. For intangible assets that 

are not yet available for use, an annual impairment test is performed by comparing their carrying amount to their recoverable 

amount.  

d) Cash and cash equivalents 

Cash and cash equivalents consist of cash, bank overdraft and money market instruments with purchased maturities of less than 
90 days.  

e) Share capital  

The common shares of CRCD are redeemable at the holder’s option subject to certain conditions and therefore constitute financial 

liabilities. However, they are reported in net assets, as they have all of the following features: 

 They entitle the shareholder to a pro rata share of CRCD’s net assets in the event of CRCD’s liquidation; 

 They are in the class of instruments that is subordinate to all other classes of instruments of CRCD; 

 They have identical features to all other instruments in that class; 

 Apart from the contractual obligation for CRCD to repurchase or redeem the instrument for cash or another financial asset, 

they do not include any contractual obligation to deliver cash or another financial asset to another entity, or to exchange 

financial assets or financial liabilities with another entity under conditions that are potentially unfavourable to CRCD, and it is 

not a contract that will or may be settled in CRCD’s shares;  

 The total expected cash flows attributable to the shares over their life are based substantially on net earnings, the change in 

recognized net assets or the change in fair value of the recognized and unrecognized net assets of CRCD over the life of the 

shares (excluding any effects of the shares). 

f) Revenue recognition 

Interest  

For investments impacting the Québec economy, interest is recognized at the contractual rate, as collection is reasonably 

assured. For other investments, interest is recognized using the effective interest method. Amortization of premiums and 

discounts, calculated using the effective interest method, is recognized in profit or loss under “Interest.” 

 

  



 
 
 

 

 

Note 3 – Significant accounting policies (continued) 

f) Revenue recognition (continued) 

Dividends and distributions 

Dividends are recognized as at the holder-of-record date and when they are declared by the issuing companies or received. 

Distributions are recognized when they are declared by the funds in the other investments portfolio. 

Administration charges 

Administrative charges are recognized at the time of a shareholder’s initial subscription and on the closure of that account by the 

shareholder. 

Gains and losses  

Realized gains and losses on investments are recognized at the time of sale and represent the difference between sales proceeds 

and cost. Variations in the fair value of amounts receivable on disposal of investments are considered adjustments to sales 

proceeds and are therefore recorded as realized gains and losses. Realized gains and losses on a note payable or financial 

liability are recognized when paid and represent the difference between the amount CRCD paid to settle the note or financial 

liability and its initial value. The realized gains and losses do not take into account the unrealized gains and losses recognized in 

previous period, which are reversed and reported in unrealized gains and losses for the current year. 

g) Functional currency and foreign currency translation  

Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars, CRCD’s functional 

currency, at the exchange rate prevailing at the end of the reporting period. Revenues and expenses are translated at the 

exchange rate prevailing on the transaction date. Realized and unrealized gains and losses on investments arising from those 

translations are accounted for in the Separate Statements of Comprehensive Income under “Gains (losses) on investments”. For 

other monetary assets and liabilities denominated in foreign currencies, changes related to foreign currency translation are 

reported under “Other operating expenses” in the Separate Statements of Comprehensive Income. CRCD aims to systematically 

hedge currency risk for assets measured in foreign currency, unless the exposure stems from the long term expected returns of 

certain asset classes. CRCD has decided not to apply hedge accounting. 

h) Taxes 

The income tax expense comprises current taxes and deferred taxes. Income taxes are recognized in the Separate Statements 

of Comprehensive Income, unless they relate to items that were recognized outside earnings directly in the Separate Statements 

of Changes in Net Assets. In such cases, income taxes are also recognized outside profit or loss directly in net assets. 

Current tax is the tax payable on the taxable income for the reporting period, using tax rates enacted or substantively enacted at 

the reporting date, and any adjustment to tax payable in respect of previous periods. 

Deferred tax is recognized on temporary differences arising between the tax bases of assets and liabilities and their carrying 

amounts in the financial statements, except for deferred tax on unrealized gains, discussed in the following paragraph. Deferred 

tax is calculated on an undiscounted basis using enacted or substantively enacted tax rates and legislation at the end of the 

reporting period that are expected to apply in the period in which the deferred tax asset will be realized and the deferred tax 

liability will be settled. Deferred tax assets are generally recognized only to the extent that it is probable that future taxable income 

will be available against which temporary differences can be utilized.  



 
 
 

 

 

Note 3 – Significant accounting policies (continued) 

h) Taxes (continued) 

CRCD is subject to federal and Québec income taxes. It is also subject to the tax rules applicable to mutual fund corporations. 

For federal tax purposes, CRCD may, in particular, obtain a refund of its tax paid on capital gains through the redemption of its 

shares. CRCD considers it is, in substance, exempt from federal income tax related to capital gains (losses) for the purposes of 

applying IFRS and, accordingly, does not recognize any deferred taxes relating to unrealized gains (losses) on investments or 

deferred taxes related to unrealized recoveries resulting from tax mechanisms related to refundable capital gains tax on hand. 

For Québec tax purposes, realized capital gains (losses) are not taxable (deductible).  

i) Net earnings per common share  

Net earnings per common share are computed by dividing net earnings by the weighted average number of common shares 

outstanding during the period.  

Note 4 – Significant judgments, estimates and assumptions   

The preparation of financial statements in accordance with IFRS requires CRCD to make judgments, estimates and assumptions 

that affect the reported amounts of certain assets, liabilities, revenue and expenses and the related disclosures. Changes in 

assumptions can have a material effect on the financial statements for the period in which those assumptions were changed. CRCD 

considers the assumptions used to be appropriate and accordingly that its separate financial statements present fairly its financial 

position and its results.  

The significant accounting policy that required CRCD to make subjective or complex judgments, often about matters that are 

inherently uncertain, pertains to the fair value measurement of assets and liabilities not traded in an active market.  

A significant judgment is made in the assumptions used in the valuation techniques. While those techniques make as much use as 

possible of observable inputs, fair value is also determined based on internal inputs and estimates (unobservable inputs) that take 

into account the features specific to the financial instrument and any relevant measurement factor. The use of unobservable inputs 

requires CRCD to exercise judgment to ensure that those inputs reflect the assumptions that market participants would use to 

determine fair value based on the best information available in the circumstances. CRCD considers observable data to be market 

data that is readily available, regularly distributed and updated, reliable and verifiable, not proprietary, and provided by independent 

sources that are actively involved in the relevant market. Fair value reflects market conditions on a given date and, for that reason, 

may not be representative of future fair values. 

In accordance with the requirements contained in the Regulation Respecting Development Capital Investment Fund Continuous 

Disclosure issued by the Autorité des marchés financiers, CRCD has implemented various controls and procedures to ensure that 

financial instruments are appropriately and reliably measured. The valuations have been prepared by a team of qualified valuators 

relying on a structured process composed of several validation and review stages. The Portfolio Valuation Committee’s role, whose 

members consist mainly of independent qualified valuators, consists in performing semi-annual reviews of all relevant information 

regarding the valuations of CRCD’s portfolio of investments impacting the Québec economy to provide reasonable assurance that 

the valuation process meets regulatory requirements. In addition, the Audit and Risk Management Committee monitors operational 

risk related to non-compliance with the portfolio valuation methodology and informs the Portfolio Valuation Committee in case of non-

conformity. 

  



 
 
 

 

 

Note 4 – Significant judgments, estimates and assumptions (continued)   

COVID-19 — significant judgments, estimates and assumptions  

The evolution of the COVID-19 pandemic and economic recovery introduces greater uncertainty into the assumptions used. The 

unobservable inputs used as at June 30, 2020 have been adjusted for the potential impacts of COVID-19 based on the information 

and data available at that date.   

In the context of the pandemic, it is very difficult for companies to predict future cash flows. In determining the fair value of certain 

participating share interests, CRCD has estimated the point at which the company’s operations will have returned to normal unless 

their going concern basis is called into question. Assumptions as to the duration of the crisis period for portfolio companies were 

based on industry classifications that allowed estimation of a low, medium or high pandemic-related financial impact.   

The duration and magnitude of the economic impact of the pandemic on the future results of portfolio companies cannot be 

determined with certainty. There is a risk that the assumptions used and forecasts made by CRCD in determining the fair value of 

investments impacting the Québec economy which are not traded in an active market may differ from actual results, which could 

give rise to increased volatility in the fair value of financial instruments and net assets over the next few six-month periods. 

Note 5 – Accounting standards issued but not yet adopted 

No accounting standards issued by the IASB and not yet effective as at June 30, 2020 could have a material impact on CRCD’s 

financial statements.  

Note 6 – Risks associated with financial instruments  

The risks associated with financial instruments that affect CRCD’s financial position are discussed in detail in the audited sections 

“Market Risks,” “Credit and Counterparty Risk”, “Concentration Risk” and “Liquidity Risk” of CRCD’s Management’s Discussion and 

Analysis and are an integral part of these audited separate financial statements. 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

Note 7 – Investments impacting the Québec economy 

The Audited Schedule of Cost of Investments Impacting the Québec Economy is available on written request to CRCD’s head office 

or on our website at www.capitalregional.com and on SEDAR at www.sedar.com. The Schedule does not form an integral part of 

the financial statements. 

 As at June 30, 2020 

 
Cost 

$ 

Unrealized  
gain (loss) 

$ 
Fair value 

$ 

Unsecured    
Common shares 338,831 (37,503) 301,328 
Preferred shares 307,912 46,210 354,122 

Fund units 252,797 61,054 313,851 

Loans and advances 142,336 (1,360) 140,976 

Note (1) 2,825 83 2,908 

Secured    
Loans and advances 20,538 (2,160) 18,378 

    
Total 1,065,239 66,324 1,131,563 

 

 As at December 31, 2019 

 
Cost 

$ 

Unrealized 
gain (loss) 

$ 
Fair value 

$ 

Unsecured    
Common shares 303,952 103,767 407,719 
Preferred shares 307,166 62,494 369,660 
Fund units 252,274 72,321 324,595 
Loans and advances 135,533   (2,189) 133,344 
Note (1) 2,461                           297 2,758 

Secured    
Loans and advances 13,478 (1,587) 11,891 

    
Total 1,014,864 235,103 1,249,967 

(1) On September 28, 2017, CRCD made a commitment to invest, in the form of a note, a maximum amount of $5.0 million in the Desjardins-Innovatech S.E.C. fund (DI) 
which will use the amount to make an investment impacting the Québec economy. This note contains a clause under which the amount receivable by CRCD will be 
equal to the fair value of the investment made by DI. The entire proceeds received by DI upon a partial or full disposal of the investment will be paid to CRCD and 
deducted from the note receivable.  

  



 
 
 

 

 

Note 7 – Investments impacting the Québec economy (continued) 

Investments impacting the Québec economy include investments valued at fair value in U.S. dollars for an amount of $42.0 million 

($48.5 million as at December 31, 2019) and in euros for an amount of $11.1 million ($12.6 million as at December 31, 2019). 

Agreements related to investments impacting the Québec economy may include clauses providing conversion and redemption 

options. 

Loans and advances bear interest at a weighted average rate of 7.9% (8.7% as at December 31, 2019). The interest rate is fixed for 

substantially all interest-bearing loans and advances. For the period ended June 30, 2020, interest income recognized at the 

contractual rate amounted to $6.3 million ($4.9 million for the period ended June 30, 2019). Substantially all of the change in the fair 

value of loans and advances resulted from changes in the rates charged on these types of products and la deterioration in credit 

risk. 

Loans and advances have an annual residual maturity of 4.4 years (4.0 years as at December 31, 2019) and the fair market value 

of the current portion maturing in less than one year is $11.2 million ($32.5 million as at December 31, 2019). 

Allocation of investments and funds committed by segment 

Investments and funds committed are allocated by segment as follows: 

 As at June 30,2020 

Segment 

Investments 
at cost 

$ 

Unrealized  
gain (loss) 

$ 
Fair value 

$ 

Funds  
committed 

but not  
disbursed(1) 

$ 

Total 
 commitment 

$ 

Manufacturing 569,757 21,853 591,610 5,392 597,002 

Services 194,562 (10,100) 184,462 13,200 197,662 

Technological innovations 45,298 (6,566) 38,732 625 39,357 

Funds 255,622 61,137 316,759 169,361 486,120 

      

Total 1,065,239 66,324 1,131,563 188,578 1,320,141 

      

 As at December 31, 2019 

Segment 

Investments 
at cost 

$ 

Unrealized 
gain (loss) 

$ 
Fair value 

$ 

Funds  
committed  

but not  
disbursed(1) 

$ 

Total  
commitment 

$ 

Manufacturing 533,581            83,238 616,819 41,449 658,268 

Services 174,660          85,908 260,568 900 261,468 

Technological innovations 33,288     (6,661) 26,627 4,929 31,556 

Funds 273,335         72,618 345,953 189,731 535,684 

      

Total 1,014,864          235,103 1,249,967 237,009 1,486,976 
(1) Funds committed but not disbursed are not included in assets. 

  



 
 
 

 

 

Note 7 – Investments impacting the Québec economy (continued) 

Funds committed but not disbursed 

Funds committed but not disbursed represent investments that have already been agreed upon and for which amounts have been 

committed but not disbursed by CRCD at the reporting date. Future disbursements are subject to certain conditions. Assuming that 

the conditions are met, the estimated instalments over the coming years ended December 31 will be as follows: 

2020 
(6 months) 

$ 
2021 

$ 
2022 

$ 
2023 

$ 

2024 and 
thereafter 

$ 
Total 

$ 

95,650 32,749 18,241 16,992 24,946 188,578 

Investments in subsidiaries and associates 

Subsequent to quantitative and qualitative analyses, CRCD has determined that it has control (subsidiaries) or exercises significant 

influence (associates) over the following number of entities: 

 As at June 30, 2020 As at December 31, 2019 

 Number 
Fair value 

$ Number 
Fair value 

$ 

Subsidiaries     

Partner companies 8 202,568 9 254,725 
     
Associates     

Partner companies 28 222,842 28 296,890 
Funds 11 292,404 11 319,537 

The principal place of business of these entities is in Québec, and the country of incorporation is Canada.  

Interests in the share capital of these partner companies comprise common shares and preferred shares. The percentage of equity 

securities held by CRCD in each of the partner companies is equal to or over 50% for the subsidiaries, and between 2% and 45% 

(2% and 45% as at December 31, 2019) for associates. As at June 30, 2020 and December 31, 2019, the voting rights are equivalent 

to the proportion of interests held except for two subsidiaries and an associate. During the periods ended June 30, 2020 and 2019, 

CRCD did not receive any significant dividend from a subsidiary.  

As at June 30, 2020, the interests in the funds were made up of units and the holding percentage varied from 13% to 95% (13% and 

100% as at December 31, 2019). 

  



 
 
 

 

 

Note 8 – Other investments 

The Unaudited Statement of Other Investments is available on written request to CRCD’s head office or on our website at 

www.capitalregional.com and on SEDAR at www.sedar.com. The Statement does not form an integral part of the financial statements. 

 AS at June 30, 2020 

 
Cost 

$ 

Unrealized 
gain (loss) 

$ 
Fair value 

$ 

Bonds    

Federal or guaranteed 203,195 8,377 211,572 

Provincial, municipal or guaranteed 201,470 14,360 215,830 

Financial institutions 57,977 3,127 61,104 

Companies 66,457 4,974 71,431 

 529,099 30,838 559,937 

    

    

Money market instruments(1) 21,570 - 21,570 

Foreign exchange contracts(2) - 580 580 

Canadian equity funds 42,325 2,254 44,579 

Global equity funds 101,839 602 102,441 

Real estate funds 110,120 138 110,258 

Market neutral equity funds 61,327 1,000 62,327 

    

Total 866,280 35,412 901,692 

 

 As at December 31, 2019 

 
Cost 

$ 

Unrealized 
gain (loss) 

$ 
Fair value 

$ 

Bonds    

Federal or guaranteed  212,266                    (1,812) 210,454 

Provincial, municipal or guaranteed  189,104 4,870 193,974 

Financial institutions 72,338                  2,358 74,696 

Companies 54,611                  2,297 56,908 

 528,319 7,713 536,032 

    

    

Money market instruments(1) 46,037 -   46,037 

Foreign exchange contracts(2) - 850                     850 

Canadian equity funds 55,058 7,731 62,789 

Global equity funds 158,642 15,440 174,082 

Real estate funds 108,046                       4,016 112,062 

Market neutral equity funds 60,979                      (85) 60,894 

    

Total 957,081                      35,665                 992,746 

 
  



 
 
 

 

 

Note 8 – Other investments (continued) 

Breakdown of bonds by maturity date 

 As at June 30, 2020 

 

Under 
1 year 

$ 

1 to 5 
years 

$ 

Over 
5 years 

$ 
Total 

$ 

Cost 13,026 35,830 480,243 529,099 

Par value 12,992 35,845 492,109 540,946 

Fair value 13,045 36,754 510,138 559,937 
 
Average nominal rate(3) 1.35% 1.55% 2.23% 2.16% 

Average effective rate 0.98% 1.56% 2.13% 2.07% 

 

 As at December 31, 2019 

 

Under 
1 year 

$ 

1 to 5 
years 

$ 

Over 
5 years 

$ 
Total 

$ 

Cost 8,010 6,695 513,614 528,319 

Par value 8,265 6,735 518,832 533,832 

Fair value 8,258 6,858 520,916 536,032 
 
Average nominal rate(3)             1.83%  3.20%               2.36%  2.36% 

Average effective rate             1.93% 3.32% 2.48% 2.48% 

(1) Money market instruments consisted of Treasury bills, commercial paper, bankers’ acceptances and bearer deposit notes.  

(2) Foreign exchange contracts to sell US$37.8 million (US$51.7 million as at December 31, 2019) and €8.3 million (€8.6 million as at December 31, 2019) have three-
month maturities.  

(3) Substantially all bonds bear are fixed-interest rate issues.  

Other investments include investments which represent foreign currency exposure with a fair value of $97.1 million ($205.5 million 
as at December 31, 2019). 

For the six-month period ended June 30, 2020, interest income on bonds recognized at the effective interest rate amounted to 

$6.5 million ($8.6 million for the six-month period ended June 30, 2019) 

Funds committed but not disbursed 

Funds committed but not disbursed represent investments in the real estate fund that have already been agreed upon and for which 

amounts have been committed but not disbursed by CRCD at the reporting date. The estimated installments over the coming years 

ended December 31 are as follows: 

2020 
(6 months) 

$ 
2021 

$ 
2022 

$ 
2023 

$ 

2024 et 
après 

$ 
Total 

$ 

- 2,000 - - - 2,000 

 
  



 
 
 

 

 

Note 9 – Fair value of financial instruments 

Hierarchy levels of financial instruments measured at fair value. 

CRCD categorizes its financial instruments according to the following three hierarchical levels: 

 Level 1 : Measurement based on quoted prices (unadjusted) in active markets for identical assets or liabilities. 

 Level 2 : Inputs are other than quoted prices included in Level 1 that are observable for the asset or liability, either directly 

(that is, as prices) or indirectly (that is, derived from prices). 

 Level 3 : Inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

The following tables show the breakdown by level of the fair value measurements of financial instruments recognized at fair value 

in the Balance Sheets: 

As at June 30, 2020 

Level 1 
$ 

Level 2 
$ 

Level 3 
$ 

Total 
$ 

Financial Assets 
Investments impacting the Québec economy 16,427 - 1,115,136 1,131,563 

Other investments 626,201 165,233 110,258 901,692 
Amounts receivable on disposal of investments impacting the 

Québec economy  - - 10,513 10,513 

     

Total financial assets 642,628 165,233 1,235,907 2,043,768 

     

Financial liabilities - - 2,583 2,583 

 
As at December 31, 2019 

Level 1 
$ 

Level 2 
$ 

Level 3 
$ 

Total 
$ 

Financial Assets 
Investments impacting the Québec economy 23,877 - 1,226,090    1,249,967 

Other investments 698,923 181,761 112,062 992,746 
Amounts receivable on disposal of investments impacting the 

Québec economy  - - 23,031 23,031 

     

Total financial assets 722,800 181,761 1,361,183 2,265,744 

     

Financial liabilities - - 2,252 2,252 

Transfers between hierarchy levels of financial instruments measured at fair value are made at the reporting date. No transfers 

between hierarchy levels took place during the six-month period ended June 30, 2020 (one transfer during the year ended 

December 31, 2019). 

  



 
 
 

 

 

Note 9 – Fair value of financial instruments (continued) 

Level 3 financial instruments 

The following tables present the reconciliation between the beginning and ending balances of Level 3 financial instruments: 

For the six-month period ended 
June 30, 2020 

Investments 
impacting 

the Québec 
economy 

$ 

Other 
investments 

$ 

Amounts 
receivable on 

disposal of 
investments 

impacting 
the Québec 

economy 
$ 

Financial 
liabilities 

$ 

Fair value as at December 31, 2019 1,226,090 112,062 23,031 (2,252) 
Realized gains (losses) 34,708 - 4,059 (331) 
Unrealized gains (losses) (161,284) (3,878) - - 
Acquisitions/issuances 99,153 2,074 1,314 - 
Disposals/repayments (83,531) - (17,891) - 

     
Fair value as at June 30, 2020 1,115,136 110,258 10,513 (2,583) 

     
Unrealized gains (losses) in comprehensive income on 

investments and financial liabilities  
as at June 30, 2020 (151,402) (3,878) - - 

 
For the six-month period ended 

June 30, 2019 

Investments 
impacting 

the Québec 
economy 

$ 

Other 
investments 

$ 

Amounts 
receivable on 

disposal of 
investments 

impacting 
the Québec 

economy 
$ 

Financial 
liabilities 

$ 

Fair value as at December 31, 2018 1,061,668 96,428 36,925 (4,726) 

Realized gains (losses) 6,366 - 1,543 (230) 

Unrealized gains (losses) 17,468 1,499 - - 

Acquisitions/issuances 87,933 2,261 - - 

Disposals/repayments (48,623) - (2,160) - 

     

Fair value as at June 30, 2019 1,124,812 100,188 36,308 (4,956) 

     
Unrealized gains (losses) in comprehensive income on 

investments and financial liabilities  
as at June 30, 2019 14,911 1,499 - - 

 

  



 
 
 

 

 

Note 9 – Fair value of financial instruments (continued) 

The following tables present the main techniques and inputs used to measure the fair value of Level 3 financial instruments: 

 As at June 30, 2020 

 
Fair value 

$ 
Main valuation 

techniques 
Unobservable 

inputs 
Input value range 

(weighted average) 
Investments impacting the Québec economy      

     

Loans and advances 75,693 Discounted cash flows Required return 7.3% to 15.4% (9.5%) 
     

Non-participating shares 207,798 Discounted cash flows Required return 5.5% to 12.2% (6.9%) 
     

Participating controlling shares 186,801 Capitalized cash flows 
Capitalization 

rate 9.3% to 13.3% (11.6%) 
     

   
% of representative 

cash flows(1) 8.7% to 27.0% (13.4%) 
     

 36,415 Restated net assets Entity’s net assets (2) 
     

Participating non-controlling shares 145,625 Capitalized cash flows 
Capitalization 

rate 8.4% to 17.2% (10.5%) 
     

   
% of representative 

cash flows(1) 7.6% to 39.9% (17.6%) 
     

 43,694 
Recent transactions 

and bids Paid/bid price - 
     

 75,497 Restated net assets Entity’s net assets (2) 
     

 26,854 Other(3) - - 
     

Note 2,908 Restated net assets Fund’s net assets (4) 
     

Fund units  313,851 Restated net assets Fund’s net assets (2) 
     

 1,115,136    
     

Other investments – Real estate funds 110,258 Restated net assets Fund’s net assets (2) 
     
Amounts receivable on disposal of investments 

impacting the Québec economy  10,513 Discounted cash flows Required return 0.3% to 9.0% (7.4%) 
     

Financial liabilities (2,583) Miscellaneous -  



 
 
 

 

 

Note 9 – Fair value of financial instruments (continued) 

As at December 31, 2019 

Fair value 
$ 

Main valuation 
techniques 

Unobservable  
inputs 

Input value range  
(weighted average) 

Investments impacting the Québec economy      

Loans and advances 80,366 Discounted cash flows Required return 5.7 % to 15.1 % (9.7 %) 
     

Non-participating shares 212,062 Discounted cash flows Required return 4.5 % to 14.5 % (6.2 %) 
     

Participating controlling shares 161,635 Capitalized cash flows 
Capitalization 

rate 9.8 % to 12.5 % (11.0 %) 
     

   
% of representative   

cash flows(1)    9.2 % to 26.9 % (13.0 %) 
     

 82,085 
Recent transactions 

and bids Paid/bid price - 
     

 39,206 Restated net assets Entity’s net assets  (2)

     

Participating non-controlling shares 138,520 Capitalized cash flows 
Capitalization 

rate  8.5% to 19.0% (10.5%)
     

   
% of representative 

cash flows(1) 3.5% to 25.9% (14.2%)
     

 99,257 
Recent transactions 

and bids Paid/bid price - 
     

 69,621 Restated net assets Entity’s net assets (2)

     

 15,985 Other(3) - - 
     

Note 2,758 Restated net assets Fund’s net assets (4)

     

Fund units  324,595 Restated net assets Fund’s net assets (2)

     

 1,226,090    
     

Other investments – Real estate funds 112,062 Restated net assets Fund’s net assets (2)

     
Amounts receivable on disposal of investments 

impacting the Québec economy  23,031 Discounted cash flows Required return 0.5% to 10.0% (4.1%)
     

Financial liabilities (2,252) Miscellaneous -  
(1) As the entities comprising the portfolio vary widely in size, representative cash flows are presented as a percentage of sales. 
(2)  As the entities and funds comprising the portfolio vary widely in size, no input value range is provided for the net assets of the entity/fund. 
(3)  Other valuation techniques include discounted transaction value, redemption value and liquidation value methods. 
(4)  The note receivable is related to an investment impacting the Québec economy in a fund.  

 
  



 
 
 

 

 

Note 9 – Fair value of financial instruments (continued) 

The main valuation techniques used for participating shares take into account investments made in a single entity in the form of 

loans and advances, and non-participating shares. Accordingly, the fair value of participating shares includes these mixed 

investments. 

Sensitivity of fair value to unobservable inputs 

Although CRCD considers that fair value estimates made for the separate financial statements are appropriate, if different 

assumptions were used for unobservable inputs, the results could be different. 

Loans and advances, non-participating shares – Discounted cash flows 

An increase (decrease) in the required return, all other factors remaining constant, generally results in a decrease (increase) in fair 

value. According to CRCD, changing one or more reasonably possible assumptions could result in a change in the required return 

of about 0.5%. However, such a change in the required return would not have a direct material impact on the fair value of loans and 

advances, and non-participating shares. 

Participating shares – Capitalized cash flows 

If different assumptions were used for the two unobservable inputs, namely representative cash flows and capitalization rate, to 

measure a given investment, the fair value of the investment could increase or decrease. However, since these two unobservable 

inputs are interrelated, the use of different assumptions for one of these inputs generally leads to a revised assumption for the other 

input, thereby limiting the impact on fair value. 

Typically, CRCD determines a range of acceptable fair values for each investment measured and uses the mid-point of the range 

for financial statement reporting purposes. If all the ranges are summed up, the cumulative difference between the top and bottom 

acceptable fair values and the investment fair value expressed as a percentage of CRCD’s net assets is approximately: 

As at  
June 30,  

2020 
$ 

As at  
December 31, 

2019 
$ 

Participating controlling shares +/- 0.3% +/- 0.2% 

Participating non-controlling shares +/- 0.4% +/- 0.2% 

According to CRCD, for each investment subject to measurement, the impact of a change in the two unobservable inputs to reflect 

other reasonably possible assumptions should be less than this percentage on the net assets of CRCD. 

Participating shares – Recent transactions and bids 

According to these techniques, the fair value of participating shares is based on an observable input, namely the price of a recent 

transaction negotiated between unrelated parties or the price of a bid received. CRCD must use judgment to determine whether the 

recent transaction is still representative of the fair value as at the measurement date or whether the bid is serious and credible. 

CRCD may also, if necessary, make any adjustments considered required and include unobservable inputs in the fair value 

measurement. The amount of the adjustments is generally immaterial compared with the related transaction or bid price used. CRCD 

considers that the fair value it could have obtained by using unobservable inputs based on different reasonably possible assumptions 

would not be materially different from the fair value used.  

  



 
 
 

 

 

Note 9 – Fair value of financial instruments (continued) 

Fund units – Restated net assets 

According to this technique, the fair value of fund units is based on an observable input, namely the net assets reported in the most 

recent audited financial statements of each fund held and adjusted if necessary to reflect the acquisitions or disposals of fund units 

made by CRCD between the financial statement reporting date for each fund and the valuation date. In certain circumstances, CRCD 

must make certain other adjustments that are more judgmental in nature. CRCD considers that the fair value it could have obtained 

by using unobservable inputs based on different reasonably possible assumptions would not have been materially different from the 

fair value used. 

Other valuation techniques 

Since the fair value of assets measured using other techniques is not significant, CRCD considers that the fair value it could have 

obtained by using unobservable inputs based on different reasonably possible assumptions would not have been materially different 

from the fair value used. 

Note 10 – Intangible assets 

IT development 
($) 

Cost  
As at December 31, 2018 1,096 
Acquisition 3,808 
As at December 31, 2019 4,904 
Acquisition 2,532 
As at June 30, 2020 7,436 

  

Accumulated depreciation  

As at December 31, 2018 (73) 

Depreciation (365) 

As at December 31, 2019 (438) 

Depreciation (526) 

As at June 30, 2020 (964) 

  

Net carrying amount  

As at June 30, 2020 6,472 

As at December 31, 2019 4,466 

Note 11 – Accounts receivable  

 

As at  
June 30, 

2020 
$ 

As at 
December 31, 

2019 
$ 

Interest, dividends and distributions receivable on investments 7,718 8,729 

Amounts receivable on disposal of investments impacting the Québec economy 10,513 23,031 

Other 318 939 

   

Total 18,549 32,699 

  



 
 
 

 

 

Note 11 – Accounts receivable (continued) 

The change in fair value of amounts receivable on disposal of investments impacting the Québec economy is not attributable to 

changes in credit risk. These amounts receivable include amounts denominated in U.S. dollars for $9.1 million ($19.3 million as at 

December 31, 2019). 

Based on the information available as at the reporting date and the assumptions made as to the timing of collection, CRCD expects 

to collect accounts receivable with a fair value of $8.6 million ($13.5 million as at December 31, 2019) no later than 12 months after 

the reporting date. 

Note 12 – Cash and cash equivalents 

As at 
June 30, 

2020 
$ 

As at  
December 31, 

2019 
$ 

Cash (Bank overdraft) (80,626) 6,961 

Money market instruments 12,496 39,819 

   

Total (68,130) 46,780 

Note 13 – Financial liabilities 

Financial liabilities are amounts that CRCD would have to pay under contractual agreements and whose fair value is determined 

according to changes in fair value of certain underlying investments impacting the Québec economy. 

As at June 30, 2020, financial liabilities with a fair value of $2.6 million were related to investments impacting the Québec economy 

measured in U.S. dollars ($2.3 million as at December 31, 2019). 

The payment of financial liabilities is directly related to receipts in connection with disposals of certain investments impacting the 

Québec economy. Given that the timing of such receipts is contingent on whether future events occur or specific conditions are met, 

CRCD is not in a position to determine the period during which it will pay the financial liabilities. However, as payment typically follows 

receipts, liquidity risk is low. 

Note 14 – Accounts payable 

As at  
June 30, 

2020 
$ 

As at  
December 31, 

2019 
$ 

Trade payables and accrued liabilities  4,683 6,364 
Amounts payable on acquisitions of other investments 800 - 
Other 1,878 2,075 

   

Total 7,361 8,439 

CRCD expects to pay its accounts payable no later than 12 months after the reporting date. 

  



 
 
 

 

 

Note 15 – Line of credit 

CRCD had an authorized line of credit of $200 million as at June 30, 2020 and December 31, 2019 with the Fédération des caisses 

Desjardins du Québec (FCDQ), bearing interest at the operating credit rate of FCDQ plus 0.5% (0.75% as at June 30, 2020) and 

renewable annually. As at June 30, 2020, $82.0 million was drawn down on this line of credit (no amount drawn as at 

December 31, 2019). This line of credit was drawn down in the amount of $128.2 million during the first six months of 2020 (undrawn 

in fiscal 2019). Subsequent to June 30, 2020, the Board of Directors of CRCD authorized an increase in the amount of the line of 

credit to $250.0 million. 

 Note 16 – Share capital 

Authorized 

CRCD is authorized to issue Class A “Issuance” and Class B “Exchange” common shares and fractions of common shares without 

par value, participating, voting, with the right to elect two representatives to the Board of Directors, redeemable under certain 

conditions prescribed by the Act. 

For each of its capitalization periods between March 1, 2018 and February 28, 2021, CRCD is authorized to raise an annual 

maximum of $140 million in Class A “Issuance” shares and to exchange Class A “Issuance” shares held for at least seven years for 

Class B “Exchange” shares up to a maximum of $100 million. 

Each capitalization period, which lasts 12 months, begins on March 1 of each year. 

 

Issued 

The net assets of CRCD as at June 30, 2020 totalled $2,005.1 million broken down by issue as follows: 

 *Balance $M 

Issue “Issuance” Shares Exchange” Shares Total Eligible for redemption 

2001 to 2013  962.9  - 962.9 Today 

2014 78.7 - 78.7 2021 

2015 185.4 - 185.4 2022 

2016 156.2 - 156.2 2023 

2017 146.9 - 146.9 2024 

2018 143.4 102.1 245.5 2025 

2019 131.5 98.0 229.5 2026 
Net assets 1,805.0 200.1 2,005.1  

* Calculated as net asset value per share as at June 30, 2020. 

  



 
 
 

 

 

Note 17 – Capital disclosures 

CRCD’s objective with respect to capital management is to ensure the availability of sufficient cash resources to fund investments in 

line with its mission and meet shareholders’ demands for share redemptions. CRCD’s capital consists of its net assets. 

CRCD is not subject to any external capital requirements other than those governing the issuance and redemption of its shares, as 

indicated in note 16. 

CRCD’s policy is to reinvest the annual earnings generated by its operations and not to pay dividends to its shareholders, with a 

view to increasing the capital available for investment and enhancing share valuations. 

Note 18 – Expenses  

 
For the six-month periods 

ended June 30, 

 
2020 

$ 
2019 

$ 

Other operating expenses   

IT expenses 1,303 1,468 

Professional services fees 338 454 

Compensation of members of the Board of Directors and its committees 278 306 

Audit fees 93 93 

Custodial and trustee fees 65 84 

Marketing 13 238 

Other expenses 429 109 

   

Total 2,519 2,752 

Shareholder services   

Trustee fees (registration) 1,095 1,114 

Reporting to shareholders 282 276 

Share distribution fees 2,731 2,614 

IT expenses 1,462 1,606 

Other expenses 9 208 

   

Total 5,579 5,818 

 

  



 
 
 

 

 

Note 19 – Income taxes  

Income tax expense (recovery) 

Income tax expense is detailed as follows:   

For the six-month periods  
ended June 30, 

2020 2019 

 

Statement of 
Comprehensive 

Income 
$ 

Statement of 
Changes in 
Net Assets 

$ 

Statement of 
Comprehensive 

Income 
$ 

Statement of 
Changes in 
Net Assets 

$ 

Current (recovered) (1,676) - (638) - 

Deferred (91) - 257 - 

     

Total (1,767) - (381) - 

Reconciliation of the income tax rate 

The actual income tax rate differs from the basic income tax rate for the following reasons:  

 
For the six-month periods 

ended June 30, 

 
2020 

$ 
2019 

$ 

Income taxes at the combined basic tax rate of 39.5% (39.6% in 2019) (46,359) 36,875 

Permanent differences between earnings before income taxes and taxable income and other items   

Realized and unrealized losses (gains) on investments 48,504 (34,180) 

Non-taxable dividends (2,357) (3,318) 
Other (1,555) 242 

   
Total (1,767) (381) 

Income tax balance 

Income tax expense recognized in the Balance Sheets is detailed as follows: 

As at 
June 30,  

2020 
$ 

Au at 
December 31, 

2019 
$ 

Assets   
Refundable tax on hand 27,351 26,019 
Income taxes recoverable 10,104 6,467 
   
Total 37,455 32,486 

Liabilities   
Deferred taxes – Share issue expenses and Share distribution fees 3,689 3,385 
Deferred taxes – Other (3,766)                  (3,553) 
   
Total (77)                     (168) 

  
CRCD expects to recover $14.8 million ($9.9 million as at December 31, 2019) in income taxes no later than 12 months after the 
reporting date.  



 
 
 

 

 

Note 20 – Related party transactions 

Related parties include Desjardins Capital Management Inc. (DC), CRCD’s manager, which is a subsidiary of FCDQ and is part of 

Desjardins Group. CRCD is therefore indirectly related to Desjardins Group. Related parties also include CRCD’s key management 

personnel: 

 CRCD has entrusted DC with its management and operations, in accordance with the strategies and objectives approved by the 

Board of Directors. The current management agreement with a three-year term is in effect as of January 1, 2018. Under this 

agreement, management fees amount to a maximum rate of 1.75% (1.75% for the fiscal year ended December 31, 2019) of 

CRCD’s annual average asset value less any amounts payable related to Investments impacting the Québec economy and Other 

investments. An adjustment is made to the management fees charged to CRCD to avoid double billing relative to CRCD’s interest 

in some funds. DC and CRCD have agreed that, for a given fiscal year, an adjustment could also be made to allow CRCD to 

benefit from economies of scale realized by DC with regard to the growth in CRCD’s assets and the increase in the balance of 

CRCD shares eligible for redemption over the last few years. The negotiation fees arising from portfolio companies are earned 

by DC, and their amount is deducted from the management fees payable by CRCD. Discussions are currently ongoing to renew 

or extend the agreement. 

 CRCD has appointed Desjardins Trust Inc. as shareholder registrar and share transfer agent. Desjardins Trust also acts as an 

intermediary for various shareholder support services. This agreement is effective from July 1, 2016 until December 31, 2020. 

Discussions are currently ongoing to renew or extend the agreement. 

 CRCD has entrusted Desjardins Trust Inc. with custody services for its assets. The custody and administration agreement came 

into effect on May 1, 2009 and will remain in force until December 31, 2020. Discussions are currently ongoing to renew or extend 

the agreement. 

 CRCD has appointed FCDQ to oversee the distribution of its shares through the Desjardins caisse network. This agreement is 

effective from July 1, 2016 until December 31, 2020. Discussions are currently ongoing to renew or extend the agreement. CRCD 

also agreed to pay, as needed, project fees to cover the work required to upgrade the tools and applications supporting the CRCD 

share distribution processes. 

 CRCD has entrusted the Desjardins caisse network with issuing its shares. 

 CRCD has entrusted FCDQ with the banking operations related to its day-to-day activities and its role as counterparty in foreign 

exchange contracts. 

 CRCD has appointed Desjardins Securities as its full-service broker, to serve as an intermediary for buying and selling shares 

traded on public markets.  

 CRCD has entrusted Desjardins Technology Group Inc. with its IT development strategy (IT master plan), particularly the 

implementation and upgrading of a new investment management software.  

  



 
 
 

 

 

Note 20 – Related party transactions (continued) 

Related party transactions 

CRCD has entered into transactions with other Desjardins Group entities in the normal course of business, and all these transactions 

are measured at the exchange amount. Unless otherwise indicated, none of the transactions incorporated special terms or conditions. 

The balances are generally settled in cash. The transactions and balances are detailed as follows: 

 As at June 30, 2020 As at December 31, 2019 

 
DC 

$ 

Other 
related 

parties(1) 
$ 

Total 
$ 

DC 
$ 

Other 
related 

parties(1) 
$ 

Total 
$ 

Balance Sheets       

Assets       

Other investments - 580 580 -  830  830 

Intangible assets - 6,472 6,472 - 4,466 4,466 

Accounts receivables - 11 11 - 2 2 

Cash - - - - 7,079 7,079 

       

Liabilities       

Accounts payable 1,815 3,791 5,606 2,022 5,510 7,532 

Bank overdraft - 79,871 79,871 - - - 
 

 
For the six-month periods 

Ended June 30, 

 2020 2019 

 
DC 

$ 

Other 
related 

parties (1) 
$ 

Total 
$ 

DC 
$ 

Other 
related 

parties (1) 
$ 

Total 
$ 

Statements of Comprehensive Income       

Revenue       

Interest - - - - 6 6 

Gains (losses) on investments - (3,674) (3,674) - 2,993 2,993 

Expenses       

Management fees 11,646 - 11,646 9,701 - 9,701 

Other operating expenses - 1,265 1,265 - 1,358 1,358 

Shareholder services - 5,288 5,288 - 5,334 5,334 
(1) Other related parties include FCDQ and its subsidiaries, namely, Desjardins Securities, Desjardins Technology Group Inc, Desjardins Trust, Desjardins Investment 

and Desjardins Global Asset Management. They also include Desjardins caisse network. 

Key management personnel compensation 

CRCD’s key management personnel are the members of the Board of Directors. For the six-month period ended June 30, 2020, 

compensation of key management personnel comprised solely short-term benefits in the amount of $254,000 ($253,000 for the  

six-month period ended June 30, 2019).  

 


