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LETTER TO THE MINISTER OF FINANCE 
July 12, 2013 

The Honourable James M. Flaherty 
Minister of Finance 
Department of Finance 
140 O’Connor Street 
Ottawa, ON  K1A 0G5 
 

Dear Minister, 

We are pleased to submit to you the fourth Annual Report of the Canadian Securities Regulation 
Regime Transition Office, for the fiscal year from April 1, 2012 to March 31, 2013.  

Since the Supreme Court of Canada decision on the Securities Act Reference in December 2011, 
we have continued to work toward the objective of establishing a common regulator on a cooperative 
basis with willing provinces and territories. To this end, we worked with representatives of the 
Department of Finance to develop a framework for a cooperative capital markets regulator. We also 
began assessing alternatives available to the government to carry out its responsibilities in the area 
of securities regulation consistent with the Supreme Court’s decision.  

We wish to thank our dedicated staff who have worked diligently to fulfill our mandate on 
this important initiative.  

We look forward to continuing to support your efforts to improve Canada’s securities 
regulatory system.  

Yours sincerely, 

 

 

 

Douglas M. Hyndman    Bryan P. Davies 
Chair and Chief Executive Officer  Vice-Chair 
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OVERVIEW 
The Canadian Securities Regulation Regime Transition Office (Transition Office) was established by the 
Government of Canada in 2009 to lead and manage the transition from the current system of provincial 
and territorial regulators to a Canadian securities regulator.  

In 2010, we achieved two significant milestones: in May, we developed a draft national securities act 
which the government reviewed and referred to the Supreme Court of Canada for an opinion on its 
constitutionality. In July, we delivered to the Minister the Transition Plan for the Canadian Securities 
Regulatory Authority (Transition Plan).  

In 2011, the Court determined that the proposed legislation (Proposed Canadian Securities Act), as 
drafted, was not constitutionally valid under the general branch of the federal power to regulate trade 
and commerce. However, it also found that Parliament has a role in securities regulation under that 
power regarding matters of genuine national importance and scope, including maintaining the integrity 
and stability of the financial system and preventing and responding to systemic risks.  

Since the decision, the Transition Office has continued to work with the Government of Canada and 
interested provinces and territories on establishing a common regulator on a cooperative basis.  

The government stated in its Budget 2013, tabled in March 2013, that establishing a common 
securities regulator on a cooperative basis with willing provinces and territories is its preferred 
approach to improving the regulation of Canada’s capital markets. If, however, a timely agreement 
cannot be reached on a common regulator, the government will propose legislation to carry out its 
responsibilities consistent with the Supreme Court’s decision.  

The work of the Transition Office during this fiscal year has focused on developing a legal and 
administrative framework for a cooperative capital markets regulator and planning for a transition. In 
addition, we researched and considered options for a federal regulatory regime that would fulfill the 
role of Parliament as articulated by the Supreme Court.  

The government has also extended the mandate of the Transition Office beyond July 2013 to ensure 
that our resources remain available as this work continues.  
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OUR TEAM 
The Transition Office is headed by an Executive Team, which is supported by a Senior Management Team 
and staff. Our staff is made up of full and part-time employees in our Vancouver and Toronto offices.  

I.  EXECUTIVE TEAM 

Douglas M. Hyndman – Chair and Chief Executive Officer 

Mr. Hyndman was appointed Chair and CEO of the Transition Office in July 2009. Prior to that, he had 
served as Chair of the British Columbia Securities Commission. In that position he played an active role 
in the Canadian Securities Administrators (CSA), the association of the provincial and territorial 
securities regulators. From 1995 to 2003, Mr. Hyndman was Chair of the CSA and from 2005 to 2009 
he chaired the CSA’s Passport Steering Committee.  

Bryan P. Davies – Vice-Chair 

Mr. Davies was appointed Vice-Chair in July 2009. In addition to serving as Vice-Chair of the Transition 
Office, Mr. Davies is also Chair of the Canada Deposit Insurance Corporation. Previously he had served 
as Chief Executive Officer and Superintendent of the Financial Services Commission of Ontario and 
had been Senior Vice-President of Regulatory Affairs at the Royal Bank Financial Group. Mr. Davies 
received the 2010 Vanier Medal in recognition of his contributions to policy development and public 
service in Canada.  

Lawrence E. Ritchie – Executive Vice-President and Senior Policy Advisor 

Mr. Ritchie was seconded to the position of Executive Vice-President and Senior Policy Advisor in 
July 2009 by the Ontario Securities Commission (OSC), where he has served as Vice-Chair since 2007. 
Prior to that, Mr. Ritchie was a litigation partner with Osler, Hoskin & Harcourt LLP, where he 
specialized in securities enforcement and general corporate, securities and commercial litigation.  

II.  SENIOR MANAGEMENT TEAM 

Patricia Callon – Chief Legal Officer and Director, Stakeholder Outreach and Communications 

Prior to joining the Transition Office in August 2009, Ms Callon was engaged by the OSC to lead 
participation by the CSA in the Joint Forum of Financial Market Regulators Point of Sale Project. Before 
that, she was Vice President & Associate General Counsel at Canadian Imperial Bank of Commerce.  

Peter Grant – Chief Information Officer & Director, Transition Planning and Implementation 

Prior to joining the Transition Office in July 2009, Mr. Grant was the Chief Information Officer at the 
British Columbia Securities Commission. He has also worked for the Vancouver Stock Exchange, the 
Canadian Venture Exchange and the TRIUMF subatomic nuclear particle physics research facility.  

Jay Whitwham – Chief Financial Officer 

Prior to joining the Transition Office as its Chief Financial Officer in May 2010, Mr. Whitwham was 
a professional advisor providing corporate finance services to small and medium-sized enterprises 
requiring expertise in the areas of strategy, financing, M&A and restructuring. He previously held 
CFO and senior financial roles in manufacturing and technology businesses, including a TSX-listed 
pulp and paper company. Mr. Whitwham is a member of the Institute of Chartered Accountants of 
British Columbia.  
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REPORT ON ACTIVITIES 
During this fiscal year, we continued to explore possible operating models for a common regulator. We 
supported intergovernmental discussions aimed at reaching an agreement to form a common capital 
markets regulator with shared jurisdiction. We also assessed alternatives for the federal government 
to exercise its jurisdiction as outlined in the Supreme Court of Canada decision.  

Our work focused on: 

I   Developing a possible framework for a cooperative capital markets regulator 
II  Developing options for a federal capital markets regulatory framework 
III Outreach and communications 

I .  DEVELOPMENT OF A POSSIBLE FRAMEWORK FOR A COOPERATIVE  
CAPITAL MARKETS REGULATOR 

Our work in developing the framework for a cooperative capital markets regulator and planning for 
its implementation encompassed the following: 

• Review of Shared Governance Models 
We completed a comprehensive review of federal and provincial shared jurisdiction and 
governance models that exist in Canada.  

• Inter-Governmental Discussions  
We assisted the Department of Finance in inter-governmental discussions regarding the 
establishment of a cooperative capital markets regulator, including participation in: 
- bi-lateral discussions with senior federal, provincial and territorial officials; 
- a meeting of the Provincial-Territorial Task Force that supports the Council of Ministers at 

which officials from all jurisdictions were in attendance; and 
-  focused discussions with several provinces representing significant capital markets to 

explore the essential aspects of a cooperative approach for improved securities regulation 
in Canada.  

To support these discussions, we prepared documents articulating key elements of a 
cooperative regime, including legislative, governance and organizational matters.  
 

• Integration Planning for a Capital Markets Regulator  

We continued to develop high level integration requirements and timelines for the 
implementation of a capital markets regulator. Most of the Transition Plan and subsequent 
implementation work we had undertaken previously provided the foundation for the new model.  

We conducted a comprehensive review of relevant case law to ascertain what form of 
legislation would be required for a cooperative model.  

We also continued work on a set of initial regulations to adapt them to a common 
regulatory model.  
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II.  DEVELOPMENT OF OPTIONS FOR A FEDERAL CAPITAL MARKETS 

REGULATORY FRAMEWORK 

As we explored approaches to strengthening the regulation of capital markets, we considered options 
for the federal government to adopt its own legislation in the areas identified by the Supreme Court as 
being within the jurisdiction of Parliament.  

Specifically, the Supreme Court indicated that, under the general trade power, Parliament has a role in 
securities regulation regarding matters of genuine national importance and scope, including 
maintaining the integrity and stability of the financial system and preventing and responding to 
systemic risks.  

The Court also identified other “powers that enable [Parliament] to pass laws that affect aspects of 
securities regulation and, more broadly, to promote the integrity and stability of the Canadian financial 
system,” but did not comment further on those powers because they were not the subject of the 
reference.  

The Court indicated that “each level of government has jurisdiction over some aspects of the 
regulation of securities and each can work in collaboration with the other to carry out its 
responsibilities.” 

The Transition Office explored a range of options available for a federal capital markets regulatory 
regime. We reviewed the policy issues related to legislation which would allow Parliament to carry 
out its responsibilities, while minimizing duplication with provincial regulation.  

The government publicly stated in its Budget 2013 that, without a timely agreement on a common 
securities regulator, it would propose its own legislation as an alternative to a common regulator: 

“The Government’s preferred approach to improving the regulation of Canada’s capital markets is 
through a common securities regulator established cooperatively with provinces and territories.  
If a timely agreement cannot be reached on a common regulator, the Government will propose 
legislation to carry out its regulatory responsibilities consistent with the decision rendered by the 
Supreme Court of Canada.” 

III.  OUTREACH AND COMMUNICATIONS 

Our communications efforts in fiscal 2012-13 were limited to website updates linked to public 
announcements issued by the federal government.  

To best evaluate the effect of the Supreme Court decision and to consider alternatives that respected 
that decision, our outreach efforts focused on: 

• Meeting with provincial and territorial governments 

• Attending a number of industry symposiums 

• Presentations to update industry groups  

• Roundtables organized with academics and securities law practitioners to discuss structure, 
implementation and enforcement issues.  
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NEXT STEPS 
We will continue to assist the Department of Finance in working towards a common regulator while 
developing legislation under which the federal government would exercise its responsibilities for 
capital markets regulation consistent with the decision of the Supreme Court of Canada.  
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FINANCIAL HIGHLIGHTS 
The following table summarizes key financial highlights for the Transition Office for the twelve months 
ended March 31, 2013, together with comparative budget and prior year figures.  

(in thousands of dollars) 
2013 

Budget 
2013 

Actual 
2012 

Actual 

Operating expenses 7,784 5,849 10,532 

Interest income  - 67 141 

Government of Canada funding -  - 14,345 

Net results of operations   (7,784)   (5,782) 3,954 

Cash provided by (used in) operating activities    (5,416) 2,916 

Acquisition of tangible capital assets  - (58) 

Increase (decrease) in cash    (5,416) 2,858 

Cash and cash equivalents  3,038 8,454 

Net financial assets  2,454 8,080 

Accumulated surplus  2,670 8,452 

Net Results of Operations vs. FY2012 Actual 

The activities of the Transition Office in fiscal 2012-2013 moved forward with the objective of 
establishing the framework for a common securities regulator on a cooperative basis, as outlined by 
the Supreme Court of Canada in the Reference re Securities Act of December 2011. Efforts were 
focused on the legislative, governance and organizational elements for a common securities regulator, 
and on supporting inter-governmental discussions aimed at reaching agreement to form a common 
regulator with shared jurisdiction.  

The Supreme Court found that Parliament has a role in securities regulation regarding matters of 
genuine national importance and scope, including managing systemic risk and ensuring fair and 
efficient capital markets nationally. During the year, the Transition Office also assessed alternatives 
available to strengthen the regulation of capital markets in areas outlined by the Supreme Court as 
being within the jurisdiction of Parliament.  

Operating expenses for the year ended March 31, 2013 totalled $5.8 million, down significantly from 
$10.5 million for the same period a year ago. The decrease in fiscal 2012-2013 is due primarily to a 
lower staff complement and curtailed implementation activities relative to the year earlier.  

Compensation and benefits expense of $4.1 million was $1.8 million lower than the previous year. The 
decrease reflects the conclusion of a number of staff secondments from participating regulators and 
the legal community. The Transition Office had an average complement of 21 staff in fiscal  
2012-2013, compared with 34 staff in fiscal 2011-2012.  
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Professional services expense of $245,000 was down from $2.8 million a year ago. Implementation-
related activities were substantially curtailed in fiscal 2012-2013, resulting in a significantly lower 
expense level.  

Occupancy expense of $904,000 was up slightly from $875,000 in the same period a year earlier. 
The increase reflects higher lease rates taking effect in the final quarter of the year.  

Travel and consultation, telecommunications, information management and administration expenses 
were also lower, by an aggregate $272,000, reflecting the reduced staff complement and curtailed 
implementation activities compared to a year ago.  

Amortization costs decreased to $161,000 from $197,000 in the previous year, with a number of 
capital assets reaching full amortization during the year.  

Interest income of $67,000 was down from the prior year’s $141,000 due to lower average cash 
balances in the current year.  

The Transition Office entered fiscal 2012-2013 with sufficient financial resources to sustain its 
activities for the year, and additional funding was not requested from the Government of Canada for 
the year. Government of Canada funding of $14.3 million was received in the same period a year 
earlier. The Transition Office has received cumulative funding of $33.0 million since inception.  

The net results of operations for the year was a deficit of $5.8 million and an accumulated surplus of 
$2.7 million at March 31, 2013. This compares with net results of operations of $4.0 million for the 
previous year and an accumulated surplus of $8.5 million at March 31, 2012.  

Net Results of Operations vs. FY2013 Budget 

Operating expenses of $5.8 million for the year ended March 31, 2013 were below budget by 
$2.0 million, or 26%. Professional services expense was the largest factor, being below budget by 
$1.0 million for the year. Compensation and benefits, occupancy, and travel and consultation expenses 
were also under budget, accounting for a further $0.8 million in variance.  

Professional services expense of $245,000 for the year was 80% under the $1.2 million budgeted. The 
lower expense level reflects the operational focus of the Transition Office on the framework for 
a common regulator, with the bulk of activities during the year being undertaken by Transition 
Office staff.  

Compensation and benefits expense at $4.1 million was 10% under the $4.6 million budgeted, as the 
Transition Office maintained a lower average staff complement with operational activities being 
narrowly focused during the year.  

Occupancy expense of $904,000 was 12% below budget due to unplanned tax and operating cost 
recoveries. Travel and consultation, telecommunications, information management and administration 
expenses were under budget by a collective 45%, reflecting the lower average staff complement and 
operational focus of the Transition Office.  
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Cash Flow 

Cash decreased by $5.4 million in the twelve months ended March 31, 2013, compared with an 
increase of $2.9 million for the same period last year.  

Cash of $5.4 million was used for operating activities, reflecting the Transition Office’s operating deficit 
for the year net of movements in non-cash items. This compares with cash provided by operating 
activities of $2.9 million a year earlier.  

No cash was used for capital asset acquisitions during the year, compared with cash of $58,000 paid 
in the previous year. The focused nature of Transition Office operations obviated the need for capital 
asset additions in the current year.  

Interest on deposits contributed cash of $67,000 in the year compared with $141,000 a year earlier. 
The decrease reflects lower average deposit balances during fiscal 2012-2013.  

The Transition Office closed the year with a $3.0 million cash position, down from $8.4 million a 
year ago.  

Financial Position 

The Transition Office had net financial assets of $2.5 million at March 31, 2013, down from $8.1 million 
a year ago. Net financial assets comprise cash and amounts receivable of $3.1 million, offset by 
accounts payable and accrued liabilities of $637,000. Together with non-financial assets of $216,000, 
the Transition Office closed the year with an accumulated surplus of $2.7 million, down from the 
previous year’s $8.5 million accumulated surplus.  

The mandate of the Transition Office has been extended through an amendment in its governing 
legislation which came into force in June 2013. This amendment provides for a dissolution date to be 
set by the Governor in Council, on the recommendation of the Minister of Finance, and replaces the 
previous statutory dissolution date for the Transition Office.  

The Transition Office expects to receive additional Government of Canada funding for its fiscal  
2013-2014 operations and activities.  
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MANAGEMENT’S RESPONSIBILITY FOR  
FINANCIAL REPORTING 
The preparation of the financial statements of the Canadian Securities Regulation Regime Transition 
Office (Transition Office) and other financial information in this annual report is the responsibility of the 
Transition Office’s management. The financial statements have been prepared in accordance with 
Canadian public sector accounting standards. Where required, management’s best estimates and 
judgements have been applied in the preparation of these financial statements.  

Management fulfils its financial reporting responsibilities by maintaining financial and management 
control systems and practices designed to provide reasonable assurance that transactions are duly 
authorized, assets are safeguarded, proper records are maintained, accurate financial information is 
prepared on a timely basis, and the Transition Office complies with all statutory requirements.  

These financial statements have been audited by the Auditor General of Canada, and the report is 
included herein.  

 

 

 

 

Douglas M. Hyndman  Jay G. Whitwham 
Chair and Chief Executive Officer  Chief Financial Officer 
 

Vancouver, Canada 
July 11, 2013 
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FINANCIAL STATEMENTS AND NOTES 

Statement of Financial Position 
As at March 31 

(in thousands of dollars) 
 

2013 
 

2012 

Financial Assets   

Cash and cash equivalents 3,038 8,454 

GST/HST rebate receivable 53 691 

Total financial assets 3,091 9,145 

Liabilities   

Accounts payable and accrued liabilities 637 1,052 

Deferred rent (note 5) -  13 

Total liabilities 637 1,065 

Net financial assets 2,454 8,080 

Non-financial assets   

Tangible capital assets (note 6) 91 252 

Prepaid expenses 125 120 

Total non-financial assets 216 372 

Accumulated surplus 2,670 8,452 

Contractual obligations (note 9) 

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

 

Approved by: 

 

 

 
Douglas M. Hyndman Bryan P. Davies 
Chair and Chief Executive Officer Vice-Chair 
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Statement of Operations and Accumulated Surplus 
For the year ended March 31 

(in thousands of dollars) 
2013 

Budget 
2013 

Actual 
2012 

Actual 

Operating expenses 
   

Compensation and benefits 4,611 4,147 5,969 

Professional services  1,222 245 2,827 

Occupancy 1,027 904 875 

Travel and consultation 390 176 375 

Telecommunications 132 110 121 

Administration 120 61 105 

Information management 72 45 63 

Amortization 210 161 197 

Total operating expenses 7,784 5,849 10,532 

Revenue    
Interest income - 67 141 

Net results of operations before 
Government of Canada funding (7,784) (5,782) (10,391) 

Government of Canada funding (note 4) - - 14,345 

Net results of operations (7,784) (5,782)   3,954 

Accumulated surplus at beginning of year 8,452 8,452 4,498 

Accumulated surplus at end of year 668 2,670 8,452 

The accompanying notes form an integral part of these financial statements.  
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Statement of Changes in Net Financial Assets 
For the year ended March 31 

(in thousands of dollars) 
2013 

Budget 
2013 

Actual 
2012 

Actual 

Net results of operations (7,784) (5,782) 3,954 

Acquisition of tangible capital assets (24) - (58) 

Amortization of tangible capital assets 210 161 197 

Decrease (increase) in prepaid expenses  - (5)  39 

Increase (decrease) in net financial assets (7,598) (5,626) 4,132 

Net financial assets at beginning of year 8,080 8,080 3,948 

Net financial assets at end of year 482 2,454 8,080 

The accompanying notes form an integral part of these financial statements.  
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Statement of Cash Flow 
For the year ended March 31 

(in thousands of dollars) 
 

2013 
 

2012 

Operating activities 
  

Cash received from:   

Government of Canada funding - 14,345 

Interest on deposits 67 141 

Total cash received 67 14,486 

Cash paid for: 
  

Compensation and benefits (4,127) (6,231) 
Facilities, services and supplies (1,356) (5,339) 

Total cash paid (5,483) (11,570) 

Cash provided by (used in) operating activities (5,416) 2,916 

Capital activities  
  

Acquisition of tangible capital assets - (58) 

Increase (decrease) in cash (5,416) 2,858 

Cash and cash equivalents at beginning of year 8,454 5,596 

Cash and cash equivalents at end of year 3,038 8,454 

The accompanying notes form an integral part of these financial statements.  
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Notes to the Financial Statements 
March 31, 2013 

1.  Authority and purpose 

The Canadian Securities Regulation Regime Transition Office (Transition Office) was created under the 
Canadian Securities Regulation Regime Transition Office Act (the “Act”), which came into force on 
July 13, 2009. The main purpose of the Transition Office is to assist in the establishment of a Canadian 
securities regulation regime and a Canadian securities regulatory authority.  

In carrying out its purpose, the Act requires the Transition Office to: 

a) develop a transition plan with respect to administrative and organizational matters, including 
those relating to human, financial, material and informational resources; 

b) consult with stakeholders, including Canadian capital market participants; and 
c) undertake any other activity that the Minister of Finance may direct.  

The Transition Office had an original three-year mandate to July 12, 2012. The Act provided that the 
mandate could be extended for a further year by the Governor in Council, acting on the 
recommendation of the Minister of Finance. By Order in Council dated March 27, 2012, the mandate 
of the Transition Office was extended to July 12, 2013.  

The Government of Canada announced in Budget 2013 its intention to further extend the mandate of 
the Transition Office. The mandate has been extended through an amendment to the Act which came 
into force on June 26, 2013. This amendment provides for a dissolution date to be set by the Governor 
in Council, on the recommendation of the Minister of Finance, and replaces the previous July 12, 2013 
dissolution date.  

The Government of Canada is entitled to any residual interest in the Transition Office and will assume 
any risks and obligations upon its dissolution.  

2.  Basis of Presentation – Going Concern 

These financial statements have been prepared on a going concern basis in accordance with Canadian 
public sector accounting standards. The going concern basis of presentation assumes that the 
Transition Office will continue in operation for the foreseeable future and contemplates the realization 
of assets and the satisfaction of liabilities and commitments in the normal course of business. 

Under the Act, the Minister is authorized to make payments to the Transition Office in an aggregate 
amount not exceeding $33 million, or any other amount that may be specified in an appropriation act. 
As at March 31, 2013, the Transition Office has received cumulative funding of $33 million since 
inception and had a remaining accumulated surplus of $2.7 million. An additional $10 million in funding 
has been requested from the Government of Canada in fiscal 2014. Additional funding has not been 
authorized as at July 11, 2013. The above factors cause material uncertainty that may cast significant 
doubt about the Transition Office’s ability to continue as a going concern.  
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These financial statements do not include any adjustments to the carrying value of the assets and 
liabilities, and the reported revenues and expenses, that might be necessary if the Transition Office 
does not receive additional funding. 

3.  Significant accounting policies 

(a) Basis of presentation 

 These financial statements are prepared in accordance with Canadian public sector accounting 
standards.  

(b) Government of Canada funding 

 The Act authorizes aggregate funding of $33 million, or any other amount that may be specified 
in an appropriation act, for the operations and expenditures of the Transition Office, with such 
funding to be paid out of the Consolidated Revenue Fund on the requisition of the Minister of 
Finance. Funding provided by the Government is recognized in the Statement of Operations in 
the period when the funding is authorized.  

(c) Operating expenses 

Operating expenses of the Transition Office are recorded when goods have been received and 
when services have been rendered.  

(d) Financial instruments 

i) Cash and cash equivalents 

 Cash and cash equivalents are measured at fair value and include interest receivable on 
deposit balances.  

ii) Accounts payable and accrued liabilities 

 Accounts payable and accrued liabilities are measured at cost, the majority of which are due 
within three months of year-end.  

(e) Tangible capital assets 

 Tangible capital assets are recorded at acquisition cost less accumulated amortization. 
Amortization is calculated on a straight-line basis over the estimated useful life of the asset, 
as follows: 

 Computers (hardware and software) -  3 years 
 Telecommunications equipment  - 3 years 
 Office furniture    - 5 years 
 Leasehold improvements  - lesser of lease term or 
        estimated useful life 
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(f) Measurement uncertainty 

 The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported amount of assets, liabilities and expenses reported in the financial 
statements. At the time of preparation of these financial statements, management believes the 
estimates and assumptions to be reasonable. Actual results could differ significantly from those 
estimated. The most significant management estimate is the useful life of tangible capital assets.  

(g) Adoption of new accounting standards 

 Effective April 1, 2012, the Transition Office adopted new Public Sector Accounting Handbook 
standards PS 3410 Government Transfers, PS 3450 Financial Instruments and PS 1201 Financial 
Statement Presentation. Adoption of these new standards had no effect on net results of 
operations and accumulated surplus for either the current or prior year.  

4. Government of Canada funding 

The Transition Office did not request funding from the Government of Canada during the year 
($14.3 million received in 2012). The Transition Office has received cumulative funding of $33.0 million 
since inception.  

5.  Deferred rent 

Deferred rent relates to the rent-free period of a lease that expired during the year ended 
March 31, 2013. The total payments due over the term of the lease were aggregated, with this 
aggregate amount being recognized as expense on a straight-line basis over the lease term, including 
the rent-free period. The balance shown as deferred rent in the comparative figures represents the 
cumulative amount by which rent recognized as expense on a straight-line basis exceeded actual rent 
paid at March 31, 2012.  

6.  Tangible capital assets 

(in thousands of dollars) 

Computer & 
Telecom 

Equipment 
Office 

Furniture 
Leasehold 

Improvements 2013 2012 

Cost      

Opening balance 361 94 129 584 526 

Acquisitions - - - - 58 

Closing balance 361 94 129 584 584 

Accumulated amortization      

Opening balance 213 37 82 332 135 

Amortization 96 18 47 161 197 

Closing balance 309 55 129 493 332 

Net book value 52 39 - 91 252 
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7. Financial risk management 

Financial instruments of the Transition Office include cash and cash equivalents, and accounts payable 
and accrued liabilities. These financial instruments expose the Transition Office to credit risk and 
liquidity risk. 

(a) Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. The Transition Office’s cash and cash equivalents are 
held in demand deposits with a major Schedule 1 Canadian chartered bank. Accordingly, the 
Transition Office is not exposed to significant credit risk. The maximum exposure the Transition 
Office has to credit risk is the carrying value of cash and cash equivalents. 

(b) Liquidity risk 

Liquidity risk is the risk the Transition Office will encounter difficulty in meeting its obligations 
associated with financial liabilities. The Transition Office’s objective for managing liquidity risk is 
to manage operations and expenditures within funding provided by the Government of Canada. 

Each year, the Transition Office presents information on planned expenditures to the Minister of 
Finance and requests funding, as necessary, to ensure it has sufficient financial resources to 
meet obligations that will come due during the year. The Transition Office monitors expenditure 
commitments for the purpose of ensuring it is capable of discharging its obligations within 
available funding. 

8. Related party transactions 

The Transition Office is related to all Government of Canada departments, agencies, and Crown 
corporations. During the year the Transition Office received services without charge from the Office of 
the Auditor General of Canada in the amount of $86,000 (2012 - $93,000) for the purpose of auditing 
the financial statements. The costs of these services provided without charge have not been 
recognized in the Statement of Operations. 

9. Contractual obligations 

The Transition Office has agreements for the lease of office premises and equipment. Subsequent to 
March 31, 2013, the Transition Office terminated an existing premises lease agreement and entered 
into a new agreement. Under these agreements, the Transition Office is obligated to make the 
following annual payments: 

(in thousands of dollars) 2013-14 2014-15 2015-16 Total 
     
Lease payments 864 847 686 2,397 
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Payments noted above include operating costs and property taxes for office premises, which are 
subject to adjustment annually based on the Transition Office’s proportionate share of the actual costs 
incurred by the landlord. 

The Transition Office has the right, until December 31, 2013, to early termination of certain lease 
obligations in the event its mandate is terminated or otherwise does not continue. In the event of early 
termination, the Transition Office’s maximum total contractual obligations would be reduced to 
$1,249,000 and it would have no further obligations. 

10. Comparative figures 

Comparative figures have been reclassified to conform with the current year’s presentation. 
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