t

EXPORT DEVELOPMENT CANADA
QUARTERLY FINANCIAL REPORT

I+l

Canada




TABLE OF CONTENTS

Management’s Discussion and Analysis

L0755 74 11 R 2
Summary of Financial ReSUILS........ccocvviiiriiiriieiiieenteeeeeertecst st ssve e 5
Statement of Management Responsibility........cccceeveeeiieeiieniinnieniieeeeeeeeeeeeee 9
Condensed Consolidated Financial Statements
Condensed Consolidated Statement of Financial Position..........cccceeevveeevveeecneeennnnenn. 10
Condensed Consolidated Statement of Comprehensive Income ...........cccceeeevveennnenne. 11
Condensed Consolidated Statement of Changes in EQUity ......cccccceeevveeeceeencneennnnen. 12
Condensed Consolidated Statement of Cash FIOWS......cccoovvviiiiiiiiiiieiiirieeeeeeeeeeeinnens 13
Notes to the Condensed Consolidated Financial Statements.......ccccccceeeeevevverreeeennnnes 14
Note 1.  Significant Accounting Policies .........cccecveerrvveerrieenseeenseeenenenn. 14
Note 2. Loans and Allowance for LOSSES.......ccouevvurrrereeeeeeeiiernrenereeeernnnns 17
Note 3. Insurance Contract Liabilities ........cccoceeeeeeiieeeeiiieeeecciieeeee, 21
Note 4. Contingent Liabilities .......ccccceevueeiieniieriinneneereeeeeeeeeene 28
Note 5. Share Capital.......ccccceeiieriiriiiieeeeee e 28
Note 6. Fair Value of Financial InStruments.........ccccceeeeeeeeeeneveeereeeennnnn. 29
Note 7. Financial Instrument RISKS ......eeevviiiiiieiiiriiieeeecieeecneeeeeeee e 31
Note 8. Insurance Service ReSult ........ccccceeeeeeieeeiirereeeeeeieeecnreeeeeeeeeennns 32
Note 9. Other (Income) EXPENSES .....ccccveeeeevrreeiieiiieeeecieeeeeeveeeeeevneens 33
Note 10. Administrative EXPenses .......cccvveeeevureeiieiiieeensiieeeesiveeessenneens 34
Note 11. Related Party Transactions.........cccceeeveeieecieeeeneieeeesssnneeseennen. 34

Caution regarding forward-looking statements

This document contains projections and other forward-looking statements regarding future events. Such statements require us to
make assumptions and are subject to inherent risks and uncertainties. These may cause actual results to differ materially from
expectations expressed in the forward-looking statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

OVERVIEW

Export Development Canada (EDC) is Canada's export credit agency. Our mandate is to support and
develop, directly or indirectly, Canada’s export trade, and the capacity of Canada to engage in trade and
respond to international business opportunities, as well as to provide development financing and other
forms of development support in a manner consistent with Canada’s international development
priorities through our wholly-owned subsidiary Development Finance Institute Canada Inc. (FinDev
Canada). We provide insurance and financial services, bonding products, small business solutions as
well as online credit risk management tools. Our customers are Canadian exporters, investors and their
international buyers. We place a particular emphasis on small and medium enterprises by developing
tools to help them succeed in international markets. EDC is a Crown corporation, wholly owned by the
Government of Canada and accountable to Parliament through the Minister of Export Promotion,
International Trade and Economic Development. Our revenue is generated primarily by collecting
interest on our loans, fees on our guarantee products and premiums on our insurance products.

Economic Environment

The global economy has slowed after a stronger-than-anticipated start to the year. Three years after the
first COVID-19 case, the World Health Organization declared that the pandemic is no longer a global
health emergency. Although demand for goods has decreased, consumers in advanced economies are
using excess savings to support spending. Goods inflation has largely moderated due to base effects and
lower energy prices, but core and services inflation remains high. Many central banks are raising policy
interest rates to bring down inflation, which is above target in most countries. Financial conditions have
further tightened after the U.S. regional banking crisis, with bond yields rising alongside rates. Energy
prices trended lower in the quarter, with West Texas Intermediate averaging USD74 per barrel as
OPEC+ surprised markets with additional production cuts.

China's economy surged early in the first quarter, but slowed to 0.8% growth in the second quarter. The
reopening of the economy has not provided a sustained boost in economic activity, with retail sales
slowing down and the property sector slump deepening. This slower momentum will not provide much
demand growth to the broader global economy. The Chinese government continues to use targeted
support measures to boost domestic growth. The United States is supported by the consumer, backed
by a strong labour market and investment spending. The Federal Reserve raised rates again in the
second quarter by 25 basis points to a range of 5% and 5.25%. Forward guidance suggests that further
tightening is necessary, despite inflation declining. The Euro Area saw surprised growth in the second
quarter despite higher borrowing costs, following two previous quarters of flat growth. Lower inflation
in the region is likely supporting demand growth. The Euro Area avoided a more severe downturn due
to warmer weather and energy supplies.

The Canadian economy has been resilient despite a deteriorating global economic environment.
Exports have softened following a boost in the first quarter, due to weaker foreign demand. The Bank of
Canada increased its target for the overnight rate by 50 basis points to 5%. Housing activity is picking
up earlier than expected, with prices and home resales edging higher, supported by strong immigration
and limited supply. Headline inflation moderated to 2.8% year-over-year growth in June largely due to
base effects and declining commodity prices as core inflation measures are averaging 4.2% in June.
Non-volatile price components haven’t declined at the same pace of headline inflation. The labour
market is loosening, with job vacancies decreasing and unemployment somewhat increasing. The
Canadian dollar appreciated slightly, averaging 74 cents per U.S. dollar in the second quarter.

2 EXPORT DEVELOPMENT CANADA



Macroeconomic Outlook

Our expected credit loss impairment model uses forward looking information determined from
reasonable and supportable forecasts of future economic conditions as at the reporting date. Our
forecasts are updated quarterly, and the impact of the update is reflected in the expected credit losses
for the period.

Economics’ downside scenario sees recession in both developed and emerging markets to varying
degrees starting in Q4 2023 and it is assigned a probability of 30%. Under this scenario, global banking
sector strains lead to weakness in financial markets. Credit conditions tighten and the cost of borrowing
climbs, revealing vulnerabilities in the corporate sector, therefore increasing default risk and risk
perceptions. Continued U.S. dollar strength makes it more difficult for emerging market sovereigns and
corporates to borrow. Economics’ upside scenario sees higher spending by consumers and businesses
driving greater economic activity than in the base case beginning in Q1 2024 and it is assigned a
probability of 10%. While our scenarios reflect a challenging economic environment, we have seen some
improvement in the macroeconomic variables which has led to a release of provision for credit losses in
the quarter.

Risk Management

Our business activities expose us to a wide variety of risks including strategic, financial and operational
risks. We manage risk with a three lines of defence risk governance structure, which emphasizes and
balances strong central oversight and control of risk with clear accountability for and ownership of risk
within the “front lines”. The structure supports the cascade of EDC’s risk appetite throughout the
organization and provides forums for risks to be appropriately considered, discussed, debated and
factored into business decisions at all levels and across all functions. This structure will allow us to
continue to manage our business as risks evolve in the current economic environment. As credit
conditions tighten with the rising interest rate environment EDC will continue to leverage our strong
capital position to bring value to Canadian companies.

For a more comprehensive discussion on our risk management, please refer to pages 143-151 of our
2022 Annual Report. Refer to Note 7 of the accompanying financial statements for details on financial
instrument risks.

Impact of Foreign Exchange Translation on Financial Results

Our foreign currency-denominated results are impacted by exchange rate fluctuations. The Canadian
dollar relative to the U.S. dollar strengthened in the second quarter of 2023, resulting in a rate of $0.76
at the end of the quarter compared to $0.74 at the end of 2022. The impact of the stronger dollar was a
decrease to our assets and liabilities which are primarily denominated in U.S. dollars and are translated
to Canadian dollars at rates prevailing at the statement of financial position date. The Canadian dollar
averaged $0.74 against the U.S. dollar in the second quarter, compared to $0.78 for the second quarter
of 2022. This weakening had a favourable impact on our financial results, as the components of net
income as well as our business facilitated are translated at the average exchange rates.

QUARTERLY FINANCIAL REPORT 3



MANAGEMENT’S DISCUSSION AND ANALYSIS

Business Facilitated

Business facilitated for financing and investments
increased by $7.2 billion compared to the same
period in 2022 mainly due to increases in direct
lending and project finance. The increase in direct
lending activity primarily occurred in the finance
and insurance sectors where we signed a higher
number and larger transactions when compared to
the first half of 2022. The increase in project
finance primarily occurred in the resources sector
where we signed larger transactions when
compared to the same period in 2022.

Business facilitated for credit insurance decreased
by 5% compared to the same period in 2022
primarily due to decreases in the utilities,
transportation, and retail and wholesale trade
sectors, primarily due to lower declarations made
as the result of lower underlying commodity prices
in these sectors. This was partially offset by an
increase in business facilitated in the resources
sector.

Business Facilitated

For the six months ended

Jun Jun
(in millions of Canadian dollars) 2023 2022
Business Facilitated
Direct lending 11,437 6,346
Project finance 2,745 1,139
Loan guarantees 1,795 1,433
Investments 374 271
Total financing and
investments 16,351 9,189
Credit insurance 42,822 45,245
Financial institutions insurance 3,671 2,920
International trade guarantee 4,597 3,923
Political risk insurance 228 479
Total insurance 51,318 52,567
Total $67,669 561,756

Business facilitated for financial institutions insurance increased by 26% compared to the same period
in 2022 primarily due to increased demand from current policyholders.

Business facilitated for international trade guarantee increased by 17% compared to the same period in
2022 primarily due to increases in the utilities, finance and insurance, manufacturing and construction

sectors.
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SUMMARY OF FINANCIAL RESULTS

EDC adopted the requirements as per IFRS 17 — Insurance Contracts effective January 1, 2023, with
retroactive application to January 1, 2022. This adoption resulted in an increase to the opening retained
earnings on January 1, 2022 of $164 million. All comparative figures have been restated as required by
the standard. Further disclosure on the transition to IFRS 17 is provided in Note 1 of the Condensed

Consolidated Financial Statements.

Financial Performance

For the three months ended

For the six months ended

Jun Jun Jun Jun Jun 2023
(in millions of Canadian dollars) 2023 2022 2023 2022  Corporate Plan?
Net financing and investment income 259 304 584 599 514
Loan guarantee fees 18 13 38 33 34
Net insurance service revenue? 65 60 134 120 132
Realized gains (losses)? (16) 11 2 22 8
Net revenue 326 388 758 774 688
Administrative expenses 143 134 277 258 313
Net insurance service expenses? 70 24 111 36 36
Provision for (reversal of) credit losses (16) 342 (67) 361 86
Income (loss) before unrealized (gains) losses 129 (112) 437 119 253
Unrealized (gains) losses on financial
instruments? (111) (30) (69) 12 -
Net income (loss) 240 (82) 506 107 253
Other comprehensive income (loss) (3) 23 62 (21) 1
Comprehensive income (loss) $237 S(59) $568 $86 $254

(1) The Corporate Plan was prepared under IFRS 4 and has not been restated to conform to IFRS 17.
@ Included in Net Insurance Service Result on the Condensed Consolidated Statement of Comprehensive Income
) Included in Other (Income) Expenses on the Condensed Consolidated Statement of Comprehensive Income

Quarter Highlights

We had net income of $240 million in the second quarter of 2023 compared to a net loss of $82
million for the same period in 2022 mainly due to a reversal of the provision for credit losses and an
increase in unrealized gains on our financial instruments carried at fair value.

Net revenue decreased by $62 million compared to the same period in 2022 primarily due to lower
net financing and investment income as a result of carrying higher debt balances to fund a
repurchase of share capital. In addition, there was a realized loss of $16 million in the current period
compared to a realized gain of $11 million in same period in 2022, primarily due to foreign exchange
translation.

Net insurance service expenses increased by $46 million compared to the same period last year
primarily due to higher claims activity in the period.

We recorded a reversal of credit losses of $16 million in the quarter compared to a provision for
credit losses of $342 million in the same period last year. The overall impact of credit migration within
our performing portfolio, particularly within the utility industry, resulted in a reversal of credit losses in
the second quarter of 2023. In addition, an improvement in the macroeconomic outlook resulted in a
further reversal of credit losses. The reversal was partially offset by an increase in the provision rate for
impaired obligors primarily in the transportation and storage and manufacturing industries. The charge
in 2022 was primarily due to our updated macroeconomic forecast and credit migration, partially offset
by the impact of net repayments and maturities.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Net unrealized gains of $111 million in the second quarter of 2023 compared to $30 million in the
same period in the prior year were primarily due to the volatility associated with our financial
instruments carried at fair value through profit or loss. Due to the volatility and difficulty in estimating
fair value gains or losses on financial instruments, a forecast for these items is not included in the
Corporate Plan.

Year to Date Highlights

Net income for the first six months of 2023 was $506 million compared to $107 million for the same
period in 2022 mainly due to a reversal of the provision for credit losses in 2023 compared to an
increase in the provision for credit losses in 2022.

Net revenue was $16 million lower than the same period in 2022 primarily due to an increase in
realized losses on our marketable securities portfolio and a decrease in realized gains on our
investments portfolio partly offset by realized gains in the current period due to foreign exchange
translation.

Net insurance service expenses increased by $75 million compared to the same period last year
primarily due to higher claims activity in the period.

We recorded a reversal of credit losses of $67 million compared to a $361 million provision for
credit losses in the prior year period. The provision reversal in the first half of 2023 was primarily due
to net repayments and maturities, the impact of the macroeconomic forecasts and credit migration,
offset by the provision required for new originations and higher impaired provision rates. The provision
charge in 2022 was primarily due an update in the macroeconomic forecast that resulted in a more
pessimistic outlook at that time, partially offset by the impact of net repayments and maturities.

We recorded other comprehensive income of $62 million mainly due to positive returns on plan
assets, partially offset by a decrease in the discount rate used to value the pension obligations.

Comparing the year to date results to the Corporate Plan, net income has increased $314 million from
Plan. A reversal of credit losses has been booked as opposed to a provision charge as expected in the
Corporate Plan largely due to the impact of the macroeconomic forecasts used to derive the provision.
Net financing and investment income has increased $70 million primarily as a result of an increase
in net disbursements for our loan portfolio. Unrealized gains on financial instruments have
increased $69 million as, due to the volatility and difficulty in estimating them, no forecast is included
in the Corporate Plan.
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Provision for (Reversal of) Credit Losses by Sector

Activity within the provision for (reversal of) credit losses during the second quarter by sector was as

follows:
Three months ended June 30, 2023 Three months ended June 30, 2022
(in millions of Canadian dollars) Performing Impaired Total Performing Impaired Total
Utilities (29) - (29) 31 (3) 28
Sovereign (18) - (18) 4 - 4
Commercial properties (14) (1) (15) 17 1 18
Transportation and storage (32) 21 (11) 237 5 242
Information 8 (1) 7 12 (24) (12)
Wholesale and retail trade - 9 9 10 1 11
Manufacturing (21) 37 16 36 (1) 35
Other 19 6 25 11 5 16
Total $(87) $71 $(16) $358 $(16) $342
Activity within the provision for (reversal of) credit losses during the first six months by sector was as
follows:
Six months ended June 30, 2023 Six months ended June 30, 2022
(in millions of Canadian dollars) Performing Impaired Total Performing Impaired Total
Transportation and storage (129) 49 (80) 404 5 409
Commercial properties (38) (1) (39) 13 2 15
Sovereign (33) - (33) (27) - (27)
Finance and insurance (11) - (11) 11 - 11
Information (4) (1) (5) 9 (79) (70)
Resources (4) 6 2 (17) - (17)
Professional services 20 1 21 3 - 3
Wholesale and retail trade 17 11 28 20 2 22
Manufacturing (14) 49 35 (17) (4) (21)
Other 12 3 15 23 13 36
Total $(184) $117 $(67) $422 $(61) $361
QUARTERLY FINANCIAL REPORT 7



MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Position

As at Jun Dec Jun 2023
(in millions of Canadian dollars) 2023 2022 Corporate Plan
Total assets 75,433 67,729 66,923
Total liabilities 62,512 55,376 55,464
Equity 12,921 12,353 11,459
Gross loans receivable 56,190 54,193 52,634
Total allowances - loans portfolio 1,740 1,840 1,973
Gross Loans Receivable Total Loan Allowance as a Percentage of Total
($ in millions) (%) (%) Financing Related Exposure
60,000 45 4.0
- 4.0 3.5 -
50,000 ————"=g
. - 35 3.0 -
40,000 - - 3.0 25
- 25
30,000 - 2.0
- 2.0 15
20,000 - - 1.5 1o 4
- 1.0 :
10,000 - L o5 0.5 -
0 A ; . ; . - 0.0 0.0 - ' ' ' '
Q2 a3 04 a1 Q2 Q2 as a4 a1l Q2
2022 2022 2022 2023 2023 2022 2022 2022 2023 2023
I Investment grade I Non-investment grade
I impaired % Impaired loans

Total assets are $7.8 billion higher than December 2022 primarily due to a $5.1 billion increase in
marketable securities and an increase of $2.0 billion in gross loans receivable as a result of net loan
disbursements ($2.6 billion) offset by foreign exchange translation ($0.6 billion).

Total liabilities are $7.1 billion higher than December 2022 primarily due to a $7.4 billion increase in
loans payable, as we took advantage of favourable market conditions to pre-fund a portion of our
anticipated borrowing requirements for the remainder of the year. The excess funds that will be used
for future loan disbursements and to pay down upcoming debt maturities were held as marketable
securities at the end of June 2023.

Impaired loans as a percentage of gross loans receivable decreased compared to the fourth quarter of
2022 as the level of impaired loans has decreased due an obligor returning to performing status while
the overall loans receivable portfolio grew in the first six months of 2023 as previously mentioned.

Loan allowance as a percentage of total financing exposure decreased compared to the first quarter of
2023. The key components impacting the change in allowance during the quarter were as follows:

net repayments and maturities — reduction of $66 million;
updated macroeconomic assumptions — decrease of $43 million;
impact of foreign exchange — decrease of $24 million;

new originations — increase of $69 million; and

remeasurements due to credit migration — increase of $24 million.
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STATEMENT OF MANAGEMENT RESPONSIBILITY

Management is responsible for the preparation and fair presentation of these Condensed Consolidated
Quarterly Financial Statements in accordance with the Treasury Board of Canada’s Directive on
Accounting Standards: GC 5200 Crown Corporations Quarterly Financial Reports, and for such
internal controls as management determines is necessary to enable the preparation of Condensed
Consolidated Quarterly Financial Statements that are free from material misstatement. Management is
also responsible for ensuring all other information in this Quarterly Financial Report is consistent,
where appropriate, with the Condensed Consolidated Quarterly Financial Statements.

These condensed consolidated quarterly financial statements have not been audited or reviewed by an
external auditor.

Based on our knowledge, these unaudited Condensed Consolidated Quarterly Financial Statements
present fairly, in all material respects, the financial position, results of operations and cash flows of the
corporation, as at June 30, 2023 and for the periods presented in the Condensed Consolidated
Quarterly Financial Statements.

MOA.‘rwd LOvev—: M MM

Mairead Lavery, Scott Moore,
President & CEO Senior Vice-President & CFO

Ottawa, Canada
August 17, 2023
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Export Development Canada

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(in millions of Canadian dollars)

As at
Jun Dec Janl
Notes 2023 2022 2022
Assets
Cash 425 275 207
Marketable securities 14,642 9,539 9,082
Derivative instruments 1,634 1,654 1,139
Assets held for sale 27 80 1
Loans receivable 2 56,198 54,182 48,345
Allowance for losses on loans 2 (1,450) (1,630) (1,760)
Investments 3,030 2,771 2,707
Reinsurance contract assets 3 84 60 64
Property, plant and equipment 38 40 44
Intangible assets 39 46 63
Right-of-use assets 113 118 127
Retirement benefit assets 533 453 346
Other assets 120 141 150
Total Assets $75,433 $67,729 $60,515
Liabilities and Equity
Accounts payable and other credits 200 150 179
Loan guarantees 2 298 234 188
Loans payable 57,986 50,568 43,525
Derivative instruments 3,355 3,712 1,003
Lease liabilities 147 152 158
Allowance for losses on loan commitments 2 30 10 20
Insurance contract liabilities 3 326 388 412
Retirement benefit obligations 170 162 226
Total Liabilities 62,512 55,376 45,711
Financing commitments (Note 2) and contingent liabilities (Note 4)
Equity
Share capital 5 8,490 8,490 12,300
Retained earnings 4,431 3,863 2,504
Total Equity 12,921 12,353 14,804
Total Liabilities and Equity $75,433 $67,729 $60,515

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

These financial statements were approved for issuance by the Board of Directors on August 17, 2023.

"{OIr—md lover

i

Manijit Sharma Mairead Lavery
Director Director

10 EXPORT DEVELOPMENT CANADA



CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(in millions of Canadian dollars)

For the three months ended

For the six months ended

Jun Jun Jun Jun
Notes 2023 2022 2023 2022
Financing and Investment Revenue:

Loan 905 392 1,736 752

Marketable securities 81 33 183 53

Investments 4 13 9 16

Total financing and investment revenue 990 438 1,928 821

Interest expense 723 129 1,316 209

Financing-related expenses 8 5 28 13
Net Financing and Investment Income 259 304 584 599

Loan Guarantee Fees 18 13 38 33

Insurance revenue 8 80 70 160 140

Insurance service expenses 8 (94) (26) (144) (34)

Reinsurance service recoveries (expenses) 9 (8) 7 (22)

Net Insurance Service Result (5) 36 23 84

Other (Income) Expenses 9 (95) (41) (71) (10)

Administrative Expenses 10 143 134 277 258
Income before Provision 224 260 439 468

Provision for (Reversal of) Credit Losses 2 (16) 342 (67) 361
Net Income (Loss) 240 (82) 506 107

Other comprehensive income (loss):

Retirement benefit plans remeasurement (3) 23 62 (21)
Comprehensive Income (Loss) $237 ($59) $568 $86
The accompanying notes are an integral part of these consolidated financial statements.
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(in millions of Canadian dollars)

For the three months ended For the six months ended
Jun Jun Jun Jun
Notes 2023 2022 2023 2022
Share Capital
Balance beginning of period 8,490 12,300 8,490 12,300
Shares repurchased 5 - 2,310 - 2,310
Balance end of period 8,490 9,990 8,490 9,990
Retained Earnings
Balance beginning of period 4,194 2,649 3,863 2,340
IFRS 17 transition adjustment - - - 164
Revised balance beginning of period 4,194 2,649 3,863 2,504
Net income (loss) 240 (82) 506 107
Other comprehensive income (loss)
Retirement benefit plans remeasurement (3) 23 62 (21)
Balance end of period 4,431 2,590 4,431 2,590
Total Equity End of Period $12,921 $12,580 $12,921 $12,580

The accompanying notes are an integral part of these consolidated financial statements.
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(in millions of Canadian dollars)

For the three months ended For the six months ended
Jun Jun Jun Jun
2023 2022 2023 2022
Cash Flows from (used in) Operating Activities
Net income (loss) 240 (82) 506 107
Adjustments to determine net cash flows from (used in) operating activities
Provision for (reversal of) credit losses (16) 342 (67) 361
Depreciation and amortization 8 8 16 17
Realized (gains) and losses 8 2 8 (17)
Changes in operating assets and liabilities
Change in accrued interest and fees on loans receivable 75 4 (116) (42)
Change in accrued interest and fair value of marketable securities 50 66 (42) 277
Change in accrued interest and fair value of loans payable (202) (328) 101 (807)
Change in fair value of investments 51 130 (23) 172
Change in derivative instruments 69 521 (326) 942
Other 94 52 21 (96)
Loan disbursements (4,749) (4,403) (10,312) (7,671)
Loan repayments and principal recoveries from loan asset sales 4,773 3,907 7,710 8,052
Net cash from (used in) operating activities 401 219 (2,524) 1,295
Cash Flows from (used in) Investing Activities
Disbursements for investments (206) (143) (341) (240)
Receipts from investments 49 95 89 250
Purchases of marketable securities (2,581) (2,072) (4,958) (4,334)
Sales/maturities of marketable securities 1,938 2,534 4,256 4,735
Purchases of property, plant and equipment - (1) (1) (1)
Net cash from (used in) investing activities (800) 413 (955) 410
Cash Flows from (used in) Financing Activities
Issue of long-term loans payable 3,883 4,134 16,119 7,948
Repayment of long-term loans payable (3,318) (4,719) (9,649) (6,715)
Issue of short-term loans payable 14,969 13,403 24,075 24,423
Repayment of short-term loans payable (10,317) (10,249) (22,188) (21,027)
Disbursements from sale/maturity of derivative instruments (188) (92) (238) (97)
Receipts from sale/maturity of derivative instruments 40 (35) 65 16
Issue (repurchase) of share capital - (2,310) - (2,310)
Net cash from financing activities 5,069 132 8,184 2,238
Effect of exchange rate changes on cash and cash equivalents (118) 106 (117) 51
Net increase in cash and cash equivalents 4,552 870 4,588 3,994
Cash and cash equivalents
Beginning of period 3,091 4,817 3,055 1,693
End of period $7,643 $5,687 $7,643 $5,687
Cash and cash equivalents are comprised of:
Cash 425 - 425 -
Cash equivalents included within marketable securities 7,217 5,687 7,217 5,687
$7,642 $5,687 $7,642 $5,687
Operating Cash Flows from Interest
Cash paid for interest $424 $93 $1,006 $203
Cash received for interest $1,007 $392 $1,717 $692

The accompanying notes are an integral part of these consolidated financial statements.
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
Notes to the Condensed Consolidated Financial Statements
1. Significant Accounting Policies

Basis of Presentation
Our condensed consolidated financial statements comply with the Directive on Accounting Standards:
G5200 Crown Corporations Quarterly Financial Report issued by the Treasury Board of Canada.

Except as indicated below, these Condensed Consolidated Financial Statements follow the same
accounting policies and methods of computation as our audited Consolidated Financial Statements for
the year ended December 31, 2022. They should be read in conjunction with the audited Consolidated
Financial Statements for the year ended December 31, 2022 and the accompanying notes as set out on
pages 169-223 of our 2022 Integrated Annual Report.

Pursuant to the Export Development Act, the Minister of Small Business, Export Promotion and
International Trade, with the concurrence of the Minister of Finance, may authorize us to undertake
certain financial and contingent liability transactions on behalf of the Government of Canada. These
transactions and the legislative authorities that underlie them have come to be known collectively as
“Canada Account”. Accounts for these transactions are maintained separately from our accounts and
are consolidated annually as at March 31 with the financial statements of the Government of Canada,
which are reported upon separately by the Government and audited by the Auditor General of Canada.

Basis of Consolidation

Our Consolidated Financial Statements include the assets, liabilities, results of operations and cash
flows of our wholly owned subsidiaries and those structured entities consolidated under IFRS 10 —
Consolidated Financial Statements. Intercompany transactions and balances have been eliminated.

Application of New International Financial Reporting Standards

New standards, amendments and interpretations adopted during the quarter
There were no new standards, amendments or interpretation adopted in the second quarter of the year.

In the first quarter of the year, the following standard issued by the IASB was adopted for the annual
period beginning January 1, 2023:

IFRS 17 — Insurance Contracts — In May 2017, the IASB issued IFRS 17 which establishes recognition,
measurement, presentation, and disclosure requirements for insurance contracts. This replaces the
previous guidance which was provided in IFRS 4 — Insurance Contracts. The standard requires entities
to measure insurance contract liabilities using their current fulfillment cash flows and revenue to be
recognized using one or more of three methods. We have adopted two of these methods — the general
measurement model (GMM) and the premium allocation approach (PAA) — to measure insurance
contracts. IFRS 17 is effective for annual periods beginning on or after January 1, 2023, with retroactive
application to periods beginning on or after January 1, 2022.

Our updated accounting policy is as follows:
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Insurance Contracts

Insurance contracts are those contracts where we have accepted significant insurance risk by agreeing
to compensate the policyholders if they are adversely affected by a specified uncertain future event.
Insurance contract liabilities represent our estimate of future cash flows under the terms and conditions
of our insurance policies and include liabilities for remaining coverage and liabilities for incurred
claims. The actuarial calculation of the fulfilment cash flows uses key management assumptions for
frequency of claims, severity of loss, future claim development, administrative expenses and relevant
discount rates.

Insurance contracts are assessed on their issuance date to determine profitability and are then grouped
into cohorts based on portfolio, recognition date and the profitability of the contract. Composition of
the cohorts is not reassessed at subsequent measurement. We apply the GMM to our political risk
insurance portfolio, as well as certain long-term contracts within our international trade guarantee
portfolio. The PAA is applicable to all other insurance contracts.

Insurance Contract Liabilities — GMM

For insurance contracts to which we apply the GMM, the liabilities for remaining coverage and the
liabilities for incurred claims are measured based on estimates of the present value of future cash flows
under the contracts. These estimates include an explicit risk adjustment to reflect the non-financial risk
EDC is exposed to due to uncertainty around the amount and timing of future cash flows.

For profitable groups of contracts, the liabilities for remaining coverage include the contractual service
margin, which represents unearned profit, as well as the present value of the future cash flows. For
onerous groups of contracts, a loss component is established on initial recognition and the loss recorded
immediately as an insurance service expense. On subsequent measurement, insurance contract groups
are assessed to determine changes in profitability. Changes in future cash flows related to onerous
contracts are allocated between the loss component and the liabilities for remaining coverage excluding
loss component in a systematic and rational manner.

Insurance Contract Liabilities — PAA

The PAA is a simplified version of the GMM which is applicable to contracts in our credit insurance
portfolio given their coverage periods are one year or less. The PAA is also applied to our financial
institutions portfolio and the majority of contracts in our international trade guarantee portfolio as it
has been determined that using this simplified method would produce a measurement that would not
materially differ from the results under the GMM.

For profitable insurance contract groups under this approach, our liabilities for remaining coverage
reflect premiums received less revenue earned. For our financial institutions insurance and
international trade guarantee groups, the liabilities for remaining coverage also include acquisition cash
flows paid less amounts recognized. For onerous insurance contract groups, a loss component is
established on initial recognitions which reflects our best estimates of the present value of future cash
flows and includes a risk adjustment for non-financial risk. Insurance contract groups are assessed at
subsequent measurement to determine changes in profitability.

Our liabilities for incurred claims are comprised of incurred claims as well as incurred but not reported
claims (IBNR) and are adjusted to reflect the time value of money as well as a risk adjustment for non-
financial risk.

Insurance Revenue

For profitable groups of contracts to which we apply the GMM, revenue is recorded as services are
provided over the coverage period of the insurance contracts. The underlying exposure of the insurance
contracts is used to reflect the insurance contract services provided in each period.
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Expected premium receipts on our PAA group of insurance policies are recognized into income over the
coverage period of each insurance contract group on a straight-line basis.

Insurance Service Expenses

Insurance service expenses include administrative expenses which are attributable to our insurance
contracts, losses and recoveries of losses on onerous contracts, incurred claims and changes to the
liabilities for incurred claims.

Administrative expenses which are attributable to our insurance contracts include acquisition costs,
which are expenses incurred on the selling and underwriting of new insurance contracts, as well as
policy administration and maintenance expenses. Acquisition expenses are allocated to the insurance
contract groups in a systematic and rational method. Due to the short-term nature of the contracts
within our credit insurance portfolio, we have elected to recognize acquisition expenses for these
insurance contract groups when incurred. For the remaining insurance portfolios, we recognize
acquisition expenses over the terms of the policies in a manner consistent with our recognition of the
insurance revenue. Policy administration and maintenance expenses are allocated at the portfolio level
and are expensed as incurred.

Reinsurance Contracts

In the ordinary course of business, we cede reinsurance with other insurance companies in order to
mitigate our risk. The ceding arrangements provide greater diversification of the business and minimize
the net loss potential arising from large risks. Ceded reinsurance contracts do not relieve us of our
obligations to the insured but they do provide for the recovery of claims arising from the liabilities
ceded. EDC has both facultative reinsurance policies, which provide coverage on specific policies and
buyers, as well as treaty reinsurance policies which provide coverage on a group of policies and obligors.

Reinsurance contracts are accounted for in a manner consistent with the underlying direct insurance
contracts. Reinsurance contracts on our political risk insurance policies are accounted for under the
GMM, while all other reinsurance policies are accounted for under the PAA.

Reinsurance premiums are recognized as an expense over the coverage period of the underlying policies
for our facultative reinsurance policies and over the coverage period of the reinsurance policy for our
treaty reinsurance policies.

Transition

IFRS 17 has been initially applied for the first quarter of the year beginning January 1, 2023. As
required by the standard, we have adopted IFRS 17 retrospectively and have applied the full
retrospective approach to all insurance contracts in force at the transition date of January 1, 2022. All
reasonable and supportable information was available for contracts at the transition date and no
material estimates or judgements were made in determining the transition adjustment.

EDC has recognized and measured each group of insurance contracts as if IFRS 17 had always applied
and derecognized any existing balances that would not have existed under IFRS 17. As a result, an
adjustment of $164 million to opening retained earnings as at January 1, 2022 was made to reflect the
impact of the transition to IFRS 17. We have restated all comparative figures for the 2022 reporting
periods to reflect the implementation of the standard.

New standards, amendments and interpretations issued but not yet in effect
The standards, amendments and interpretations issued but not yet in effect are disclosed in Note 2 of
our audited Consolidated Financial Statements for the year ended December 31, 2022.

There were no new standards, amendments or interpretations issued in the first half of the year that
would have a possible effect on the Consolidated Financial Statements in the future.

16 EXPORT DEVELOPMENT CANADA



CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Use of Estimates and Key Judgments

The preparation of financial statements requires the use of estimates and key judgments. Judgment is
required in the selection of accounting policies, and their application requires the use of estimates and
assumptions to arrive at the reported carrying values of our assets and liabilities. Other areas where
management has made use of significant estimates and exercised judgment include allowance for credit
losses, insurance contract liabilities, insurance service results, assets held for sale, retirement benefit
plans and financial instruments measured at fair value. Refer to page 173 of our 2022 Integrated
Annual Report and the section above on the application of new IFRS standards for additional details.

2. Loans and Allowance for Credit Losses

Loans Receivable

Jun Dec
(in millions of Canadian dollars) 2023 2022
Gross loans receivable 56,190 54,193
Accrued interest and fees receivable 389 312
Deferred loan revenue and other (381) (323)
Total loans receivable $56,198 $54,182

The following reflects the movement in gross loans receivable during the period:

(in millions of Canadian dollars) 2023 2022

Balance January 1 54,193 48,437
Disbursements 10,312 7,671
Principal repayments (7,475) (7,511)
Principal recoveries from loan asset sales (235) (541)
Loans written off (19) (54)
Capitalized interest 22 10
Foreign exchange translation (608) (511)

Balance June 30 $56,190 $47,501
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Exposure and Allowance by Credit Grade

Jun Dec
2023 2022
Non-credit- Credit-
impaired impaired % of % of
(in millions of Canadian dollars) Stage 1 Stage 2 Stage 3 S total S total
Gross loans receivable
Investment grade* 25,083 3,224 - 28,307 50% 26,164 48%
Non-investment grade 17,820 8,420 - 26,240 47% 26,352 49%
Individually impaired - - 1,237 1,237 2% 1,253 2%
Originated credit-impaired - 189 217 406 1% 424 1%
Gross loans receivable 42,903 11,833 1,454 56,190 100% 54,193 100%
Allowance for losses 160 542 748 1,450 1,630
Net carrying value - loans receivable $42,743 $11,291 $706 $54,740 $52,563
Loan commitments
Investment grade* 4,795 462 - 5,257 45% 5,582 49%
Non-investment grade 4,984 1,368 - 6,352 55% 5,763 51%
Total loan commitments 9,779 1,830 S- 11,609 100% 11,345 100%
Allowance for losses 17 13 - 30 10
Net carrying value - loan commitments $9,762 $1,817 S- $11,579 $11,335
Loan guarantees
Investment grade” 190 17 - 207 5% 312 7%
Non-investment grade 3,385 767 - 4,152 91% 3,992 90%
Individually impaired - - 172 172 4% 114 3%
Total loan guarantees 3,575 784 172 4,531 100% 4,418 100%
Allowance for losses 79 58 123 260 200
Net carrying value - loan guarantees $3,496 $726 $49 $4,271 $4,218

*Investment grade exposure represents obligors with credit ratings of BBB- and above, as determined based on our internal credit risk rating

methodology. Exposures are presented before the effects of any risk-mitigation strategies.
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Changes to the allowance for losses on loans receivable, loan commitments and loan guarantees as at
and for the three months ended June 30 were as follows:

Jun Jun
2023 2022
(in millions of Canadian dollars) Stage 1 Stage2 Stage3 Total Stagel Stage 2 Stage 3 Total
Allowance for losses on loans receivable
Balance beginning of period 189 651 720 1,560 112 796 822 1,730
Provision for (reversal of) credit losses
Transfer to stage 1 53 (53) - - 37 (37) - -
Transfer to stage 2 (14) 14 - - (13) 18 (5) -
Transfer to stage 3 3 3 (6) - - - - -
Remeasurements (70) (34) 43 (61) 38 298 15 351
New originations 13 11 5 29 9 13 5 27
Net repayments and maturities (12) (41) (3) (56) (6) (28) (32) (66)
Total provision for (reversal of) credit losses (27) (100) 39 (88) 65 264 (17) 312
Write-offs - - - - - - (30) (30)
Foreign exchange translation (2) (9) (11) (22) 1 - 17 18
Balance end of period 160 542 748 1,450 178 1,060 792 2,030
Allowance for losses on loan commitments
Balance beginning of period 14 5 1 20 2 15 3 20
Provision for (reversal of) credit losses
Transfer to stage 1 - - - - (1) 1 - -
Transfer to stage 2 (2) 2 - - - - -
Remeasurements (4) 5 1 2 3 (9) 4 (2)
New originations 10 1 - 11 1 1 - 2
Net repayments and maturities - - (2) (2) - - - -
Total provision for (reversal of) credit losses 4 8 (1) 11 3 (7) 4 -
Foreign exchange translation (1) - - (1) - - - -
Balance end of period 17 13 - 30 5 8 7 20
Allowance for losses on loan guarantees
Balance beginning of period 67 42 91 200 34 24 82 140
Provision for (reversal of) credit losses
Transfer to stage 1 12 (12) - - 10 (10) - -
Transfer to stage 2 (11) 11 - - (12) 13 (1) -
Transfer to stage 3 (2) 1 1 - - - - -
Remeasurements (16) 18 38 40 (5) 20 7 22
New originations 29 - - 29 23 - - 23
Net repayments and maturities - (2) (6) (8) (11) 5 (9) (15)
Total provision for (reversal of) credit losses 12 16 33 61 5 28 (3) 30
Foreign exchange translation - - (1) (1) - - - -
Balance end of period 79 58 123 260 39 52 79 170
Total allowance for losses on loans
receivable, loan commitments and
loan guarantees $256 $613 $871  $1,740 $222 $1,120 $878  $2,220
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Changes to the allowance for losses on loans receivable, loan commitments and loan guarantees as at and
for the six months ended June 30 were as follows:

Jun Jun
2023 2022
(in millions of Canadian dollars) Stage 1 Stage2 Stage3 Total Stagel Stage 2  Stage 3 Total
Allowance for losses on loans receivable
Balance beginning of period 246 683 701 1,630 54 821 885 1,760
Provision for (reversal of) credit losses
Transfer to stage 1 70 (70) - - 97 (97) - -
Transfer to stage 2 (44) a4 - - (17) 23 (6) -
Transfer to stage 3 3 3 (6) - - - - -
Remeasurements (131) (83) 76 (138) 35 406 24 465
New originations 43 46 20 109 17 20 8 45
Net repayments and maturities (26) (76) (18) (120) (8) (96) (86) (190)
Total provision for (reversal of) credit losses (85) (136) 72 (149) 124 256 (60) 320
Write-offs - - (16) (16) - (1) (40) (41)
Foreign exchange translation (1) (5) (9) (15) - (16) 7 (9)
Balance end of period 160 542 748 1,450 178 1,060 792 2,030
Allowance for losses on loan commitments
Balance beginning of period 10 - - 10 2 12 6 20
Provision for (reversal of) credit losses
Transfer to stage 1 1 (1) - - 2 (2) - -
Transfer to stage 2 (2) 2 - - (2) 2 - -
Remeasurements (7) 11 1 5 2 (5) 4 1
New originations 17 1 1 19 2 1 - 3
Net repayments and maturities (1) - (2) (3) (1) - (3) (4)
Total provision for (reversal of) credit losses 8 13 - 21 3 (4) 1 -
Foreign exchange translation (1) - - (1) - - - -
Balance end of period 17 13 - 30 5 8 7 20
Allowance for losses on loan guarantees
Balance beginning of period 82 39 79 200 30 19 81 130
Provision for (reversal of) credit losses
Transfer to stage 1 22 (22) - - 13 (13) - -
Transfer to stage 2 (29) 29 - - (13) 16 (3) -
Transfer to stage 3 (2) (2) 4 - - - - -
Remeasurements (50) 23 51 24 (14) 26 17 29
New originations 57 - - 57 35 - - 35
Net repayments and maturities (1) (9) (10) (20) (11) 4 (16) (23)
Total provision for (reversal of) credit losses (3) 19 45 61 10 33 (2) 41
Foreign exchange translation - - (1) (1) (1) - - (1)
Balance end of period 79 58 123 260 39 52 79 170
Total allowance for losses on loans
receivable, loan commitments and
loan guarantees $256 $613 $871  $1,740 $222 $1,120 S878  $2,220
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Financing Commitments

The following table shows our outstanding financing commitments by type:

Jun Dec
(in millions of Canadian dollars) 2023 2022
Signed loan commitments 11,609 11,345
Letters of offer 3,970 2,148
Unallocated confirmed lines of credit 104 98
Total financing commitments $15,683 $13,591

3. Insurance Contract Liabilities
The following tables provide a breakdown of our insurance contract liabilities and reinsurance contract
assets by portfolio:
Insurance Contract Liabilities
Jun Dec
(in millions of Canadian dollars) 2023 2022
Liabilities for remaining Liabilities for remaining
coverage coverage
Excluding Liabilities Insurance Excluding Liabilities  Insurance
loss Loss for incurred contract loss Loss forincurred contract
component component claims liabilities component component claims liabilities
Credit insurance” (19) 19 154 154 (20) 18 120 118
International trade guarantees 83 31 (1) 113 84 27 89 200
Political risk insurance 27 33 (1) 59 28 42 - 70
Total $91 $83 $152 $326 $92 $87 $209 $388
*Includes insurance contract liabilities related to financial institutions insurance of 52 million (2022 - $3 million).
Reinsurance Contract Assets
Jun Dec
(in millions of Canadian dollars) 2023 2022
Assets for remaining Assets for remaining
coverage coverage
Excluding Excluding
loss- Loss- Assets for Reinsurance loss- Loss- Assets for Reinsurance
recovery recovery incurred contract recovery recovery incurred contract
component component claims assets component component claims assets
International trade guarantees 5 - - 5 6 - - 6
Political risk insurance 31 10 15 56 32 11 - 43
Treaty reinsurance (2) - 25 23 (2) - 13 11
Total $34 $10 $40 $84 $36 $11 $13 $60
Changes to the insurance contract liabilities and reinsurance contract assets as at and for the three
months ended June 30 were as follows:
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Insurance Contracts

Jun
(in millions of Canadian dollars) 2023
Liabilities for remaining Liabilities for incurred
coverage claims
Contracts under PAA
Excluding Estimates of
loss Loss Contracts not present value of Risk

component component under PAA  future cash flows adjustment Total

Balance beginning of period 89 89 12 107 17 314
Insurance revenue (80) - - - - (80)

Insurance service expenses:

Incurred claims and other expenses - - 1 45 1 47
(Reversal of) losses on onerous contracts - (3) - - - (3)
Amortization of acquisition cash flows* 5 - - - - 5
Changes to the liabilities for incurred claims - - 11 30 (4) 37
Insurance service result (75) (3) 12 75 (3) 6
Foreign exchange translation 2 (3) - (1) (1) (3)
Total changes in net income (73) (6) 12 74 (4) 3
Premiums received 79 - - - - 79
Claims and other expenses paid 1 - (24) (42) - (65)
Acquisition cash flows (5) - - - - (5)
Total cash flows 75 - (24) (42) - 9
Balance end of period $91 $83 S- $139 $13 $326

* Insurance acquisition cash flows related to credit insurance were S8 million for the three months ended June 30, 2023 (2022 - 59 million) and expensed as incurred.

Jun
(in millions of Canadian dollars) 2022
Liabilities for remaining Liabilities for incurred
coverage claims
Contracts under PAA
Estimates of
Excluding loss Loss  Contracts not present value of Risk

component component under PAA future cash flows adjustment Total

Balance beginning of period 69 76 (3) 220 17 379
Insurance revenue (70) - - - - (70)

Insurance service expenses:

Incurred claims and other expenses - - 1 39 1 41
(Reversal of) losses on onerous contracts - (7) - - - (7)
Amortization of acquisition cash flows 3 - - - - 3
Changes to the liabilities for incurred claims - - 3 (23) - (20)
Insurance service result (67) (7) 4 16 1 (53)
Net finance expenses - (1) - - - (1)
Foreign exchange translation (1) 2 - 6 - 7
Total changes in net income (68) (6) 4 22 1 (47)
Premiums received 70 - - - - 70
Claims and other expenses paid - - (1) (21) - (22)
Acquisition cash flows (3) - - - - (3)
Total cash flows 67 - (1) (21) - 45
Balance end of period S68 $70 S- $221 S18 $377
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Jun
(in millions of Canadian dollars) 2023
Assets for remaining coverage Assets for incurred claims
Estimates of present value of
future cash flows
Excluding loss- Loss-recovery Contracts under Contracts under
recovery component component GMM PAA Total
Balance beginning of period 36 10 8 13 67
Allocation of reinsurance premiums paid (12) - - - (12)
Recoveries of incurred claims - - (7) - (7)
Recoveries of losses on onerous underlying
contracts - 3 - - 3
Adjustments to assets for incurred claims - - 14 11 25
Reinsurance service expenses (12) 3 7 11 9
Foreign exchange translation 1 (3) 1 - (1)
Total changes in net income (9) - 8 11 10
Reinsurance premiums paid 7 - - - 7
Total cash flows 7 - - - 7
Balance end of period $34 $10 $16 $24 $84
Jun
(in millions of Canadian dollars) 2022
Assets for remaining coverage Assets for incurred claims
Estimates of present value of
future cash flows
Excluding loss- Loss-recovery Contracts under Contracts under
recovery component component GMM PAA Total
Balance beginning of period 32 15 (1) 17 63
Allocation of reinsurance premiums paid (8) - - - (8)
Recoveries of losses on onerous underlying
contracts - (1) - - (1)
Adjustments to assets for incurred claims - - 1 - 1
Reinsurance service expenses (8) (1) 1 - (8)
Foreign exchange translation - - - 1 1
Total changes in net income (8) (1) 1 1 (7)
Reinsurance premiums paid 8 - - - 8
Total cash flows 8 - - - 8
Balance end of period $32 S14 S- S18 S64
Changes to the insurance contract liabilities and reinsurance contract assets as at and for the six
months ended June 30 were as follows:
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Insurance Contracts

Jun
(in millions of Canadian dollars) 2023
Liabilities for remaining Liabilities for incurred
coverage claims
Contracts under PAA
Excluding Estimates of
loss Loss Contracts not present value of Risk
component component under PAA  future cash flows adjustment Total

Balance beginning of period 92 87 - 193 16 388
Insurance revenue (160) - - - - (160)
Insurance service expenses:

Incurred claims and other expenses - - 12 92 3 107

(Reversal of) losses on onerous contracts - (3) - - - (3)

Amortization of acquisition cash flows* 9 - - - - 9

Changes to the liabilities for incurred claims - - 14 7 (6) 15
Insurance service result (151) (3) 26 929 (3) (32)

Net finance expenses 1 2 - (1) - 2

Foreign exchange translation 2 (3) - (5) - (6)
Total changes in net income (148) (4) 26 93 (3) (36)

Premiums received 156 - - - - 156

Claims and other expenses paid - - (26) (147) - (173)

Acquisition cash flows (9) - - - - (9)
Total cash flows 147 - (26) (147) - (26)
Balance end of period $91 $83 S- $139 $13 $326

* Insurance acquisition cash flows related to credit insurance were $16 million for the six months ended June 30, 2023 (2022 - $17 million) and expensed as incurred.

Jun
(in millions of Canadian dollars) 2022
Liabilities for remaining Liabilities for incurred
coverage claims
Contracts under PAA
Estimates of
Excluding loss Loss  Contracts not present value of Risk

component component under PAA future cash flows adjustment Total

Balance beginning of period 72 80 (5) 246 19 412

Insurance revenue (140) - - - - (140)
Insurance service expenses:

Incurred claims and other expenses - - 1 96 3 100

(Reversal of) losses on onerous contracts - (7) - - - (7)

Amortization of acquisition cash flows 8 - - - - 8

Changes to the liabilities for incurred claims - - (15) (65) (4) (84)

Insurance service result (132) (7) (14) 31 (1) (123)

Net finance expenses - (3) - - - (3)

Foreign exchange translation (2) - - 3 - 1

Total changes in net income (134) (10) (14) 34 (1) (125)

Premiums received 138 - - - - 138

Claims and other expenses paid - - 19 (59) - (40)

Acquisition cash flows (8) - - - - (8)

Total cash flows 130 - 19 (59) - 90

Balance end of period S68 $70 S- $221 S18 $377
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Jun
(in millions of Canadian dollars) 2023
Assets for remaining coverage Assets for incurred claims
Estimates of present value of
future cash flows
Excluding loss- Loss-recovery Contracts under Contracts under

recovery component component GMM PAA Total

Balance beginning of period 36 11 - 13 60
Allocation of reinsurance premiums paid (21) - - - (21)

Recoveries of losses on onerous underlying

contracts - 2 - - 2
Adjustments to assets for incurred claims - - 14 12 26
Reinsurance service expenses (21) 2 14 12 7
Net finance expenses 1 - 1 - 2
Foreign exchange translation 2 (3) 1 (1) (1)
Total changes in net income (18) (1) 16 11 8
Reinsurance premiums paid 16 - - - 16
Total cash flows 16 - - - 16
Balance end of period $34 $10 $16 $24 $84
Jun

(in millions of Canadian dollars) 2022

Assets for remaining coverage Assets for incurred claims
Estimates of present value of
future cash flows
Excluding loss- Loss-recovery Contracts under Contracts under

recovery component component GMM PAA Total

Balance beginning of period 30 17 (2) 17 62
Allocation of reinsurance premiums paid (16) - - - (16)

Recoveries of losses on onerous underlying

contracts - (3) - - (3)
Adjustments to assets for incurred claims - - (3) - (3)
Reinsurance service expenses (16) (3) (3) - (22)
Foreign exchange translation - - - 1 1
Total changes in net income (16) (3) (3) 1 (21)
Reinsurance premiums paid 18 - - - 18
Claims recovered - - 5 - 5
Total cash flows 18 - 5 - 23
Balance end of period $32 S14 S- S18 S64

Changes to each measurement component of insurance contract liabilities and reinsurance contract
assets not measured under the premium allocation approach as at and for the three months ended June

30 were as follows:
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Insurance Contracts

(in millions of Canadian dollars) Jun 2023 Jun 2022
Estimates Estimates
of present of present
value of Contractual value of Contractual
future Risk service future cash Risk service
cash flows adjustment margin  Total flows adjustment margin  Total
Balance beginning of period 52 9 21 82 44 10 23 77
Changes that relate to current services:
Contractual service margin recognized - - (3) (3) - - (2) (2)
Experience adjustments (3) - - (3) (3) - - (3)
Changes that relate to future services:
Changes in estimates on onerous
contracts (3) - - (3) (2) - - (2)
Changes in estimates that adjust the
contractual service margin (2) - 1 (1) 2 (1) (1) -
Changes that relate to past services:
Changes to the liabilities for incurred
claims 11 - - 11 3 - - 3
Insurance service result 3 - (2) 1 - (1) (3) (4)
Foreign exchange translation 1 (1) - - - - 2 2
Total changes in net income 4 (1) (2) 1 - (1) (1) (2)
Premiums received 3 - - 3 1 - - 1
Claims and other insurance service
expenses paid (24) - - (24) (1) - - (1)
Total cash flows (21) - - (21) - - - -
Balance end of period $35 S8 $19 $62 S44 S9 S22 S75
Reinsurance Contracts
(in millions of Canadian dollars) Jun 2023 Jun 2022
Estimates Estimates
of present of present
value of Contractual value of Contractual
future Risk service future cash Risk service
cash flows adjustment margin  Total flows adjustment margin  Total
Balance beginning of period 34 3 12 49 29 2 13 44
Changes that relate to current services:
Contractual service margin recognized - - (1) (1) - - (1) (1)
Release of expired risk adjustment - (1) - (1) - - - -
Experience adjustments (9) - 1 (8) (2) - 1 (1)
Changes that relate to future services:
Changes in estimates on onerous
contracts 4 - - 4 - - - -
Changes in estimates that adjust the
contractual service margin - - - - - - 1 1
Changes that relate to past services:
Changes to the liabilities for incurred
claims 14 (1) - 13 - - - -
Insurance service result 9 (2) - 7 (2) - 1 (1)
Net finance expenses - - - - (1) - - (1)
Foreign exchange translation - - - - 1 - - 1
Balance end of period $43 $1 $12 $56 S27 S2 S14 $43
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Changes to each measurement component of insurance contract liabilities and reinsurance contract

assets not measured under the premium allocation approach as at and for the six months ended June

30 were as follows:

Insurance Contracts

(in millions of Canadian dollars) Jun 2023 Jun 2022
Estimates Estimates
of present of present
value of Contractual value of Contractual
future Risk service future cash Risk service
cash flows adjustment margin  Total flows adjustment margin  Total
Balance beginning of period 45 9 23 77 45 12 24 81
Changes that relate to current services:
Contractual service margin recognized - - (4) (4) - - (3) (3)
Release of expired risk adjustment - (1) - (1) - (1) - (1)
Experience adjustments 3 - - 3 (8) - - (8)
Changes that relate to future services:
Changes in estimates on onerous
contracts (3) (1) - (4) (3) (1) - (4)
Changes in estimates that adjust the
contractual service margin (1) - - (1) 1 (1) - -
Changes that relate to past services:
Changes to the liabilities for incurred
claims 13 1 - 14 (15) - - (15)
Insurance service result 12 (1) (4) 7 (25) (3) (3) (31)
Net finance expenses 1 - - 1 (1) - 1 -
Total changes in net income 13 (1) (4) 8 (26) (3) (2) (31)
Premiums received 3 - - 3 6 - - 6
Claims and other insurance service
expenses paid (26) - - (26) 19 - - 19
Total cash flows (23) - - (23) 25 - - 25
Balance end of period $35 S8 $19 $62 S44 S9 S22 S75
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Reinsurance Contracts

(in millions of Canadian dollars) Jun 2023 Jun 2022
Estimates Estimates
of present of present
value of Contractual value of Contractual
future Risk service future cash Risk service
cash flows adjustment margin  Total flows adjustment margin  Total
Balance beginning of period 28 2 13 43 28 2 14 44
Changes that relate to current services:
Contractual service margin recognized - - (2) (2) - - (2) (2)
Release of expired risk adjustment - (1) - (1) - - - -
Experience adjustments (3) - 1 (2) (4) - 1 (3)

Changes that relate to future services:
Changes in estimates on onerous

contracts 3 - - 3 (1) - - (1)
Changes in estimates that adjust the
contractual service margin - - - - - - 1 1
Changes that relate to past services:
Changes to the liabilities for incurred
claims 14 - - 14 (4) - - (4)
Insurance service result 14 (1) (1) 12 (9) - - (9)
Net finance expenses 1 - - 1 (1) - - (1)
Change in net income 15 (1) (1) 13 (10) - - (10)
Reinsurance premiums paid - - - - 4 - - 4
Claims recovered - - - - 5 - - 5
Total cash flows - - - - 9 - - 9
Balance end of period $43 $1 $12 $56 S27 S2 S14 $43

4. Contingent Liabilities

As explained on page 199 of the 2022 Integrated Annual Report, we are subject to a limit imposed by
the Export Development Act on our contingent liability arrangements. The limit is currently $90 billion
and our position against this limit is $37 billion as at June 30, 2023 (December 2022 - $37 billion).

5. Share Capital

EDC’s authorized share capital is $15.0 billion consisting of 150 million shares with a par value of $100
each. As agreed to with our shareholder, for 2022 onwards dividends and/or special dividends will be
paid by way of a share buyback until such time that our share capital returns to pre-pandemic levels. In
2023, we have advised our shareholder of our intention to repurchase 12.0 million shares at a price of
$100 per share for a total of $1.2 billion (2022 — 38.1 million shares for a total of $3.81 billion) based on
the capital position of our core programs, the Business Credit Availability Program (BCAP) programs
and a targeted Internal Capital Adequacy Assessment Process (ICAAP) ratio. No shares were
repurchased in the first half of 2023 (2022 — 23.1 million shares for a total of $2.31 billion). The
number of shares issued and fully paid at the end of the quarter is 84.9 million (2022 — 99.9 million).
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6. Fair Value of Financial Instruments

Fair value represents our estimation of 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. For
a full description of our controls, policies and valuation techniques surrounding fair value of financial
instruments refer to Note 21 on page 206 of the 2022 Integrated Annual Report.

As with any estimate, uncertainty is inherent due to the unpredictability of future events. In the case of
estimating the fair value of our financial instruments, this uncertainty is magnified due to the large
number of assumptions used and the wide range of acceptable valuation techniques. Estimates of fair
values are based on market conditions at a certain point in time, and may not be reflective of future
market conditions. Therefore, the estimates of the fair value of financial instruments outlined as follows
do not necessarily reflect the actual values that may occur should the instruments be exchanged in the
market.

In the process of assessing the fair value for certain investment instruments, estimates determined in a
manner consistent with industry practice are employed in the models which cannot be directly observed
in the market. The methodologies and values derived from these models were relatively unchanged at
the end of the second quarter of 2023 from what was disclosed in the 2022 Integrated Annual Report.

Fair Value Hierarchy

The following table presents the fair value hierarchy of our financial instruments based on whether the
inputs to those techniques are observable or unobservable.
e Level 1 - fair values are based on quoted prices (unadjusted) in active markets for identical
assets or liabilities;
e Level 2 - fair values are determined using inputs other than quoted prices included within Level
1 that are observable for the assets or liabilities, either directly (i.e. as prices) or indirectly (i.e.
derived from prices); and
e Level 3 - fair values are determined using inputs for the assets or liabilities that are not based on
observable market data (unobservable inputs).
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Jun Dec
(in millions of Canadian dollars) 2023 2022
Total Total
Fair Carrying Fair Carrying
Level1 Level2 Level3 Value Value Levell Level2 Level3 Value Value
Assets
Performing fixed rate loans - 10,188 1,369 11,557 12,787 - 10,068 1,476 11,544 12,785
Performing floating rate loans - 41,250 513 41,763 41,271 - 38,618 368 38,986 38,820
Total performing loans receivable - 51,438 1,882 53,320 54,058 - 48,686 1,844 50,530 51,605
Impaired loans - 690 - 690 690 - 947 - 947 947
Loans receivable and accrued
interest and fees - 52,128 1,882 54,010 54,748 - 49,633 1,844 51,477 52,552
Marketable securities 4,532 10,110 - 14,642 14,642 4,464 5,075 - 9,539 9,539
Derivative instruments - 1,634 - 1,634 1,634 - 1,654 - 1,654 1,654
Investments 91 - 2939 3,030 3,030 86 - 2,685 2,771 2,771
Other assets 120 - - 120 120 141 - - 141 141
Liabilities
Accounts payable and other
credits 200 - - 200 200 150 - - 150 150
Loans payable - 57,985 - 57,985 57,986 - 50,567 - 50,567 50,568
Derivative instruments - 3,355 - 3,355 3,355 - 3,712 - 3,712 3,712
Loan guarantees - 275 - 275 298 - 212 - 212 234

*Prior period amounts have been restated to reflect the implementation of IFRS 17.

Changes in valuation methods may result in transfers into or out of Levels 1, 2 and 3. In the first six
months of 2023, there were no transfers between levels as a result of changes in valuation methods.

The following table is a year to date reconciliation of Level 3 fair values for the current year and prior

year comparative period for the investments carried at fair value:

Jun Jun
(in millions of Canadian dollars) 2023 2022
Balance beginning of year 2,685 2,373
Unrealized gains included in other (income) expenses 9 9
Purchases of assets 385 263
Return of capital (109) (211)
Transfer out of Level 3 - (2)
Foreign exchange translation (31) 21
Balance end of period $2,939 $2,454
Total gains (losses) for the first six months of the year
included in comprehensive income for instruments held at
the end of the quarter $33 S(274)
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7. Financial Instrument Risks

The principal risks that we are exposed to as a result of holding financial instruments are credit, market
and liquidity risk. For a full description of our objectives, policies and processes for managing financial
instrument risk refer to management’s discussion and analysis on pages 146 to 150 and notes related to
our derivative instruments and debt instruments on pages 194 to 196 of the 2022 Integrated Annual
Report.

Credit Risk

Credit risk is the risk of loss incurred if a counterparty fails to meet its financial commitments. We are
exposed to credit risk on financial instruments under both our loans program and our treasury
activities.

Concentration of Credit Risk

The following table provides a breakdown, by the country in which the risk resides, of the maximum
exposure to credit risk of financial instruments. The exposure includes gross loans receivable, loan
guarantees, investments, marketable securities, derivative assets and cash. The concentration of credit
risk exposure provided below also includes the impact of unfunded loan participations and loan default
insurance, which we use to mitigate credit risk within the loan portfolio.

Jun Dec

2023 2022

(in millions of Canadian dollars) Exposure Exposure
Country S % S %
United States 16,952 21 15,102 21
Canada 16,381 20 15,298 21
Chile 6,789 8 5,964 8
United Kingdom 7,552 9 7,390 10
Australia 4,983 6 4,766 7
Germany 3,726 5 2,680 4
India 2,575 3 2,228 3
Mexico 2,127 3 1,919 3
Spain 1,565 2 1,789 2
China 1,510 2 1,550 2
Other 16,292 21 14,164 19
Total $80,452 100 $72,850 100
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The concentration of credit risk by sector for our financial instruments is as follows:

Jun Dec
2023 2022
(in millions of Canadian dollars) Exposure Exposure
Sector S % S %
Commercial:
Finance and insurance 14,234 18 10,566 15
Transportation and storage 13,932 17 14,716 20
Utilities 9,936 12 9,387 13
Manufacturing 9,176 12 8,797 12
Resources 7,361 9 6,345 9
Information 5,492 7 5,226 7
Wholesale and retail trade 2,815 3 2,680 4
Commercial Properties 2,349 3 2,423 3
Professional services 1,857 2 2,232 3
Construction 762 1 882 1
Other 2,026 3 1,763 2
Total commercial 69,940 87 65,017 89
Sovereign 10,512 13 7,833 11
Total $80,452 100 $72,850 100

8. Insurance Service Result

Three months ended

Jun Jun
(in millions of Canadian dollars) 2023 2022
International Political International Political
Credit Trade Risk Credit Trade Risk
Insurance!”  Guarantees Insurance Total Insurance®  Guarantees Insurance Total
Insurance Revenue 41 37 2 80 38 30 2 70
Insurance Expenses:
Incurred claims and other expenses (34) (12) (1) (47) (36) (4) (1) (41)
Reversal of (losses on) onerous 4 ) 6 3 5 (3) 5 7
contracts
Acquisition expenses?) (9) (4) - (13) (9) (3) - (12)
Changes to the liabilities for incurred (25) ) (11) (37) 18 5 3) 20
claims
Insurance Service Result $(23) $13 $(4) $(14) S16 $25 S3 S44

mlncludes total insurance service results related to financial institutions insurance of $2 million (2022 - $11 million)
(Z)Acquisition expenses include S8 million of acquisition cash flows related to credit insurance the three months ended June 30, 2023 (2022 - 59 million) that were

expensed as incurred.
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Six months ended

Jun Jun
(in millions of Canadian dollars) 2023 2022
International Political International Political
Credit Trade Risk Credit Trade Risk
Insurance Guarantees Insurance Total Insurancel)  Guarantees Insurance Total
Insurance Revenue 81 75 4 160 76 60 4 140
Insurance Expenses:
Incurred claims and other expenses (70) (25) (12) (107) (77) (22) (1) (100)
Reversal of (losses on) onerous 2) (5) 10 3 1 () 10 7
contracts
Acquisition expenses(?) (17) (8) - (25) (18) (7) - (25)
Chan.ges to the liabilities for incurred (21) 20 (14) (15) 58 1 15 84
claims
Insurance Service Result $(29) $57 $(12) $16 $S40 $38 $28 $106

mlncludes total insurance service results related to financial institutions insurance of S4 million (2022 - S12 million)
2)Acquisition expenses include $16 million of acquisition cash flows related to credit insurance the six months ended June 30, 2023 (2022 - 517 million) that were

expensed as incurred.

9. Other (Income) Expenses

Three months ended

Six months ended

Jun Jun Jun Jun

(in millions of Canadian dollars) 2023 2022 2023 2022
Net realized (gains) losses

Marketable securities 20 11 31 9

Investments (12) (9) (19) (39)

Derivatives - - (5) -

Sale of loan assets - - 1 13

Foreign exchange translation 5 (12) (17) (2)

Other 3 (1) 7 (3)
Total net realized (gains) losses 16 (11) (2) (22)
Net unrealized (gains) losses

Loans payable (351) (373) (46) (821)

Derivatives 140 145 45 381

Marketable securities 57 67 (37) 279

Investments 49 131 (25) 173

Fair value adjustments on loan disbursements (6) - (6) -
Total net unrealized (gains) losses (111) (30) (69) 12
Total $(95) S(41) $(71) $(10)
* Prior period amounts have been restated to reflect the implementation of IFRS 17.
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10. Administrative Expenses

Three months ended Six months ended

Jun Jun Jun Jun

(in millions of Canadian dollars) 2023 2022 2023 2022
Salaries and benefits 91 80 185 161
Pension benefit expense 2 7 4 16
Other post-employment benefit and severance expense 4 4 7 8
Professional services 26 25 47 50
Systems costs 15 15 29 25
Occupancy 7 7 14 14
Information services 7 6 13 11
Amortization and depreciation 5 6 11 12
Marketing and communications 5 8 8 12
Travel, hospitality and conferences 3 1 4 1
Other 5 5 9 10
Total administrative expenses $170 S164 $331 $320
Amounts attributed to insurance contracts (27) (30) (54) (62)
Total $143 $134 $277 $258

11. Related Party Transactions

The Government of Canada is the sole shareholder of Export Development Canada. We enter into
transactions with other government departments, agencies and Crown corporations and our Pension
Plan in the normal course of business, under terms and conditions similar to those that apply to
unrelated parties.

In 2021, EDC’s subsidiary FinDev Canada received a $75.9 million Concessional Facility (CF) from
Global Affairs Canada (GAC). The CF is an arrangement between GAC and FinDev Canada for the
purpose of fulfilling the Government of Canada’s Gender Smart COVID-19 Recovery Facility. FinDev
Canada will hold, manage, administer, use and invest the funds received from GAC under the facility,
and financial results related to the CF will be reported to GAC and consolidated with the financial
statements of the Government of Canada.
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