











Members

The Board of Directors reports to Members—a governing body

similar to a company’s shareholders but representing the Canadian

public. Members are nominated and appointed for a five-year

term and are responsible for:

¢ the appointment of eight of the 15 Board Directors;

the appointment of auditors;
the review of audited financial statements;

the approval of the annual report at the annual public

Gail Dinter-Gottlieb
President and Vice-Chancellor,
Acadia University

Jim Friesen

Professor, Banting and Best Chair,
Department of Medical Research,
University of Toronto

David Fung
Chairman and Chief Executive Officer,
ACDEG Group

Gail Gabel
Executive Vice-President, Corporate Affairs,
Environmental Sensors Inc.

Jean-Paul Gourdeau
Past Chairman, Ecole Polytechnique
de Montréal

Arthur Hanson

Distinguished Fellow and Senior Scientist,
International Institute for Sustainable
Development

Murray Knuttila

Professor, Department of Sociology
and Social Studies; Research Faculty,
Saskatchewan Population Health and
Evaluation Research Unit, University
of Regina
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Marie-Andrée Mallette

Director, Farm Credit Canada;
Vice-President, Strategic Development,
Adnutrio International Ltd.

Rick Miner
President, Seneca College of
Applied Arts and Technology

Michel Nadeau
Corporate Director and Strategic
Management Consultant

Dee Parkinson-Marcoux
Consultant and Strategic Advisor,
Ensyn Petroleum Inc.

Martha Piper
Past President and Vice-Chancellor,
University of British Columbia

Donald J. Savoie

Clément-Cormier Chair in Economic
Development, Université de Moncton; Simon
Reisman Fellow, Treasury Board of Canada

Matt Spence

Past President and Chief Executive
Officer, Alberta Heritage Foundation
for Medical Research

William G. Tholl
Secretary General and Chief Executive
Officer, Canadian Medical Association
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Governance

Board of Directors

. . . David Dolphin
The Board of Directors meets a minimum of three times per year

University Killam Professor Emeritus,

and is composed of 15 individuals from a variety of backgrounds. University of British Columbia

Each Director has a unique perspective and understanding of the
research world, and brings expertise from one or more of the
private, institutional, academic, research, or government sectors.
Seven Directors are appointed by the Government of Canada, Michel Gervais
Director General, Centre Hospitalier
Robert-Giffard

one of whom is a representative from one of the federal research
funding agencies, on a rotational basis. Directors are nominated
and then appointed for a three-year term.

Robert J. Giroux

Chair, Canadian Council on Learning;
Consultant in public management;
Part-time member of the Federal Public
Service Staffing Tribunal

William C. Leggett, Chair
Principal Emeritus, Professor Emeritus of
Biology, Queen’s University

Kevin O’Brien Fehr, Vice-Chair
Director, R&D Alliances, GlaxoSmithKline Inc.

Gary Glavin

Professor, Faculty of Medicine Departments
of Pharmacology and Therapeutics and
Community Health Science, University

of Manitoba

Linda Hohol
President, TSX Venture Exchange

Lorne A. Babiuk
Director, Vaccine and Infectious Disease
Organization, University of Saskatchewan

Claude Benoit

President and Chief Executive Officer,
Old Port of Montreal; Director, Montreal
Science Centre

Ross McCurdy
Executive Vice President and Chief
Operating Officer, Ocean Nutrition Canada

Gerri Sinclair
Executive Director,
World Center for Digital Media

Alan Bernstein
President, Canadian Institutes
of Health Research

Ronald Whelan
Chairman, Archive Committee,
Canadian Medical Association

Aldée Cabana
Corporate Board Director; Former Rector,
Université de Sherbrooke

Elizabeth Cannon
Dean, Schulich School of Engineering,
University of Calgary




Committees

Audit and Finance
Aldée Cabana, Chair
Claude Benoit

Kevin O’'Brien Fehr
William C. Leggett
Ross McCurdy

Ronald Whelan

Investment

Lorne A. Babiuk, Chair
Aldée Cabana

William C. Leggett

Governance and Nominating
David Dolphin, Chair

Elizabeth Cannon

Michel Gervais

Gary Glavin

William C. Leggett

Gerri Sinclair

Ranges of remuneration

For the fiscal year ending March 31, 2007,
compensation was within the following
annual salary ranges:

CFI Management (Officers)
Eliot A. Phillipson

President and Chief Executive Officer
$188,000 to $235,000

Carmen Charette
Senior Vice-President
$139,900 to $186,600

Suzanne Corbeil

Vice-President, External Relations
and Communications

$125,000 to $173,000

Manon Harvey

Vice-President,

Finance and Corporate Services
$125,000 to $173,000

Employees

(whose remuneration exceeds $100,000,
including any fee, allowance, or other
benefit paid in year)

Director, Programs and Planning
$98,900 to $131,900

Director, Corporate Services
$76,800 to $102,300

Senior Advisor, External Relations and
Communications
$76,800 to $102,300

Coordinators, Institutional Relations
$76,800 to $102,300

Board Directors and Members

To determine remuneration, the Board
uses the guidelines established by

the Government of Canada entitled
Remuneration Guidelines for Part-Time
Governor in Council Appointees in Crown
Corporations. Directors who opt to receive
remuneration from the CFl are entitled
to an annual retainer of $5,000, while
committee Chairs receive $7,500, and

the Board Chair is entitled to $10,000.
They are also entitled to receive a per-
diem fee of $750 for attending Board or
committee meetings, and a $500 fee for
attending a committee meeting associ-
ated with a Board meeting. Members are
not entitled to any remuneration. They
may, however, be reimbursed for any
reasonable out-of-pocket expenses they
incur while performing their duties or
attending CFl meetings. The remuneration
of Board Directors was in the range of

$0 to $11,500.
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Retiring Board Directors,
Members, and senior
employees

Much of the CFI's success can be attributed
to the outstanding direction provided by
its Board of Directors, Members, and senior
employees. The CFl would like to thank
them for their expertise, hard work, and

dedication.

Members

Angus Bruneau 1997-2006
Monique Lefebvre 1997-2006
Judith Maxwell 1997-2006
Ronald Steer 1997-2006
Jean-Paul Gourdeau 2004-2007
Board Directors

John Evans, Chair 1997-2007
Robert Phillips 1997-2006
Stella Thompson 1997-2006
Senior Employees

Carmen Charette 1997-2006
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PLANNING FOR THE FUTURE
2007-2008

Given the rapidly evolving research and innovation environment (both nationally and
internationally), the pace of emerging new technologies, and the highly competitive
global demand for new ideas and highly qualified personnel, the need for state-of-the-art
research infrastructure has never been higher or more pressing.

In the year ahead, the CFl will continue to play a critical role in the implementation of
government policy by providing state-of the-art infrastructure. The CFl will contribute to
a knowledge advantage for Canada through the following key objectives:

Promote world-class excellence by
sustaining and evolving the infrastructure
to meet new research demands

Investments in research infrastructure will be planned and
implemented within the context of the overall S&T strategy
Mobilizing Science and Technology to Canada’s Advantage
in which the needs of all sectors (academic, business, and
government) are considered, and in which an appropriate
balance of investments is maintained among the elements
of the R&D enterprise—the direct and indirect costs, the
human resources, and the infrastructure. The CFl will con-
tinue to sustain, enhance, and support Canada'’s research
infrastructure needs by:

e initiating the implementation of the estimated 560 new
projects approved by the Board of Directors last year,
while continuing to administer 4,500 projects funded
previously;

e committing an estimated $85 million through its Leaders
Opportunity Fund to assist universities to attract and
retain high-quality researchers;

¢ conducting a final $450 million competition under the
Research Hospital Fund, including $100 million for the
joint Clinical Research Initiatives with the Canadian

Institutes for Health Research;

e consulting with our key stakeholders to design a major
funding competition.



Encourage partnerships between
academia and industry
Investments in infrastructure through research institutions

enhance local and regional technology and business clusters.
Such clusters often coalesce around major or unique infra-
structure facilities or technology platforms, bringing together
a network of interrelated industrial, financial, and academic
enterprises and their respective talent pools.

Through its infrastructure investments, the CFl will continue
to encourage and foster the R&D networks and interactions
that contribute to innovation and knowledge translation,
and enhance the international impact of Canada’s research
institutions.

The CFl will also continue to look for opportunities to work
with federal research funding agencies, the provinces, indus-
try, and other stakeholders to develop and refine its programs
and evaluation practices, and further reduce redundant
workloads through joint programming and timing.
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Remain accountable and transparent
The CFl will continue to implement measures to ensure its
accountability to the Government of Canada and to the
Canadian public.

The CFl will submit two key documents to the Government
of Canada: an annual report—containing information on
financial performance, funded projects, and the achieve-
ment of objectives—and a corporate plan, including planned
expenditures, objectives, and performance expectations.

The Board of Directors will meet a minimum of three times in
2007-2008 to make funding decisions and provide strategic
direction to the organization.

The CFl will use a variety of communication vehicles to
inform the Canadian public about the impact of invest-
ments in research infrastructure, including the annual public
meeting and its online magazine InnovationCanada.ca.

As part of its accountability mechanism, the CFI will con-

duct outcome assessment visits—including expert reviews

on a range of infrastructure projects in specific thematic
areas—as well as monitoring visits and contribution audits of
funded institutions. It will also undertake the annual analysis
of project progress and institutional reports of more than
5,000 projects, as well as analyses of previous competitions.
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Canada Foundation for Innovation

March 31, 2007

To the Members of the
Canada Foundation for Innovation

We have audited the balance sheet of the Canada Foundation for Innovation as at

March 31, 2007 and the statements of operations and cash flows for the year then ended.
These financial statements are the responsibility of the Foundation’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing stan-
dards. Those standards require that we plan and perform an audit to obtain reasonable
assurance whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the finan-
cial position of the Foundation as at March 31, 2007 and the results of its operations and
its cash flows for the year then ended in accordance with Canadian generally accepted
accounting principles.

éwt “’9“’“‘3’ Lef

Ottawa, Canada Chartered Accountants
May 11, 2007 Licensed Public Accountants

Financial
Statements
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Canada Foundation for Innovation

Balance Sheet

As at March 31

2007 $ 2006 $
Assets
Cash 2,434,373 7,959,296
Interest and other receivables 37,184,133 25,869,552
Investments [note 3] 2,435,105,736 2,681,097,962
Prepaid expenses 93,686 250,161
Capital assets [note 4] 1,205,677 1,556,415

2,476,023,605

2,716,733,386

Liabilities and Net Assets

Accounts payable and accrued charges 457,107 794,199
ERA-Can project deposits 333,519 287,139
790,626 1,081,338

Deferred contributions: [note 5]
Expenses of future periods 2,474,027,302 2,714,095,633
Capital assets 1,205,677 1,556,415
2,475,232,979 2,715,652,048

Commitments [note 7]

Net assets [note 6] = —
2,476,023,605 2,716,733,386

See accompanying notes
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Financial
Statements
Canada Foundation for Innovation
Statement Of Operations
Year ended March 31
2007 $ 2006 $
Revenues
Recognition of deferred contributions relating to amounts
granted to eligible recipients 355,347,745 427,425,936
Recognition of deferred contributions relating to current
year operations 10,950,261 9,085,628
Amortization of deferred contributions relating to capital assets 393,574 430,810
366,691,580 436,942,374
Expenses
Grants to eligible recipients 355,347,745 427,425,936
General and administration 10,950,261 9,085,628
Amortization of capital assets 393,574 430,810
366,691,580 436,942,374

Excess of revenues over expenses

See accompanying notes



Canada Foundation for Innovation

Year ended March 31

Excess of revenues over expenses =
Items not involving cash:
Amortization of capital assets 393,574
Amortization of deferred contributions related to capital assets (393,574)
Loss on equipment disposals and write-offs —
Decrease of deferred contributions related to equipment disposal —

Net decrease in deferred contributions related to expenses

of future periods (240,068,331)
Change in non-cash operating working capital (11,448,818)
Cash used in operating activities (251,517,149)
Purchase of capital assets (42,836)
Increase in deferred contributions related to capital assets 42,836

Proceeds on equipment disposals —

Decrease in deferred contributions related to capital assets —

Net sale of investments 245,992,226
Cash provided by financing and investing activities 245,992,226
Net increase (decrease) in cash (5,524,923)
Cash, beginning of year 7,959,296
Cash, end of year 2,434,373

See accompanying notes
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430,810
(430,810)

3,118
(3,118)

(289,079,295)
6,154,412
(282,924,883)

(170,250)
170,250
1,450

(1,450)
288,588,794
288,588,794

5,663,911
2,295,385
7,959,296



Canada Foundation for Innovation

March 31, 2007

The Canada Foundation for Innovation [“the Foundation”]

was incorporated under Part 1 of the Budget Implementation
Act, 1997 on April 25, 1997 for the purpose of making research
infrastructure grants to Canadian universities, colleges, hospi-
tals, and other not-for-profit research institutions to increase the
capability of carrying on high quality research.

The financial statements have been prepared by management in
accordance with Canadian generally accepted accounting prin-
ciples. The following are the significant accounting policies:

Revenue recognition

The Foundation follows the deferral method of accounting for
contributions which include government grants and, potentially,
donations from other sources.

Under the Budget Implementation Act, 1997 [“the Act”], the
Foundation has, since inception, received grants from the
Government of Canada totaling $3.65 billion plus accrued inter-
est of $964,384 on the initial contribution to be held, invested,
administered and disbursed in accordance with the Act and the
related Funding Agreement between the Foundation and the
Government of Canada. All grants and related interest have been
received and recorded in prior fiscal years.

In March 2007, it was announced in the 2007 Budget that the
Government of Canada would provide an additional $510 mil-
lion to the Foundation to be used to enhance the support the
Foundation provides for eligible costs specified in the Funding
Agreement. An additional sum of $80 million for the purposes of

the Leaders Opportunity Fund was provided for in the 2006 Budget.

These amounts are pending final approval of an updated Funding
Agreement. The Foundation has not recorded these amounts as at
March 31, 2007 which are to be received in future years.

Grants received, together with future investment revenue, are
directed to the granting of amounts to eligible recipients and the
payment of the Foundation’s operating expenses and acquisition
of capital assets in accordance with the requirements of the Act
and the terms of the Funding Agreement. Grants received and
future restricted interest earned on the invested amounts will be
deferred and recognized as income as expenditures are incurred
by the Foundation.

Financial
Statements

Contributions applied toward the purchase of capital assets are
deferred and amortized to revenue on a straight-line basis, at
a rate corresponding with the amortization rate for the related
capital assets.

Grants to eligible recipients
Grants to eligible recipients are recognized as expenses as the
awarded funds are disbursed.

Investments

Investments are recorded at cost. Premiums or discounts are amor-
tized over the remaining term of the investments. If the market
value of investments becomes lower than cost and this decline in
value is considered to be other than temporary, the investments
are written down to market value.

Capital assets

Purchased capital assets are recorded at cost. Contributed capital
assets, if any, are recorded at fair value at the date of contribu-
tion. Repairs and maintenance costs are charged to expense.
When a capital asset no longer contributes to the Foundation’s
ability to provide services, its carrying amount is written down to
its residual value.

Capital assets are amortized on a straight-line basis using the
following annual rates:

Leasehold improvements term of the lease

Furniture and other equipment 20%

Computers and software 3-5 years
Use of estimates

The preparation of financial statements requires management

to make estimates and assumptions relating to the reporting of
assets and liabilities and the disclosure of contingent assets and
liabilities in the financial statements and accompanying notes.
These have been made using careful judgment.



Canada Foundation for Innovation

March 31, 2007

Investments comprise the following financial instruments:

Money-market funds

Bonds

NHA Mortgage backed securities

Amortizing bonds

Capital assets consist of the following:

Cost $
72,933,451
1,943,866,785
325,643,341
92,662,159
2,435,105,736

Market
Value $

72,931,173
1,975,648,338
324,261,351
90,848,204
2,463,689,066

Accumulated
Amortization $

974,868
1,182,411
2,157,279

Cost $
Leasehold improvements 1,996,364
Furniture and other equipment 1,366,592

3,362,956
Accumulated amortization (2,157,279)
Net book value 1,205,677

Expenses of future periods

Canada Foundation for Innovation

Cost $
139,786,414
2,113,517,733
306,554,995
121,238,820
2,681,097,962

Cost $
1,991,708
1,328,412
3,320,120
(1,763,705)
1,556,415

2006-2007 Annual Report

Market
Value $

139,775,468
2,154,510,075
304,615,665
118,239,658
2,717,140,866

Accumulated
Amortization $

740,105
1,023,600
1,763,705

Deferred contributions related to expenses of future periods represent unspent externally restricted grants, together with investment

revenue earned, for the purpose of providing grants to eligible recipients and the payment of operating and capital expenditures in

future periods.

Balance, beginning of year

Add grants received [note 2]

Add restricted investment revenue earned

Less amount recognized as revenue

Less amount applied toward capital assets acquired
Loss (gain) on equipment disposals

Proceeds on equipment disposals

Balance, end of year

2,714,095,633
126,272,511
(366,298,006)
(42,836)

2,474,027,302

3,003,174,928
147,597,951

(436,511,564)

(170,250)
3,118

1,450
2,714,095,633



Financial
Statements

Canada Foundation for Innovation

March 31, 2007

Capital assets

Deferred contributions related to capital assets represent the unamortized amount of restricted grants received and applied toward the
purchase of capital assets. The amortization of capital contributions is recorded as revenue in the statement of operations on the same
basis as the amortization of the related capital assets.

Balance, beginning of year 1,556,415 1,821,543
Restricted grants applied toward the purchase of capital assets 42,836 170,250
Loss on equipment disposals and write-offs — (3,118)
Proceeds on equipment disposals — (1,450)
Less amount amortized to revenue (393,574) (430,810)
Balance, end of year 1,205,677 1,556,415

All of the net assets of the Foundation are subject to externally imposed restrictions as per the requirements of the Budget
Implementation Act, 1997 which governs the Foundation and the terms of the related Funding Agreement between the Foundation and
the Government of Canada. Investment revenue to be earned on the grants received from the Government of Canada is also restricted.
Accordingly, the entire net assets of the Foundation are deferred and taken into revenue as expenditures are made with no net asset
balance outstanding at any time. A statement of changes in net assets has therefore not been prepared since it would not provide addi-
tional useful information.

During the year, the Foundation awarded grants for a maximum amount of $692.6 million [2006 — $100.5 million]. Total disbursements
to eligible recipients during the fiscal year were $355.3 million [2006 — $427.4 million]. To date, the Foundation has awarded grants for
a maximum amount of $3,745.6 million, of which $2,276.1 million has been disbursed as of the end of the fiscal year. The balance of the

awarded grants will be recorded as expenses in subsequent years as funds are disbursed.

The Foundation entered into a lease agreement in 2001 for its premises at 230 Queen Street [Ottawa, Ontario] for a ten-year period

starting August 2001. The minimum annual lease payments related to these premises are approximately $1,205,000.

The employees of the Foundation may elect to become members of the Association of Universities and Colleges of Canada (AUCC)
Pension Plan, a defined contribution plan managed by Sun Life Financial Inc. The employer contributions made to the Plan during the
year ended March 31, 2007 amounted to $319,932 [2006— $289,095].

The carrying value of amounts receivable and payable approximate their fair value given the relatively short period to maturity of the
instruments. The fair values of the investments, which are based on the year-end quoted market prices, are disclosed in [note 3].

The Foundation is a non-taxable entity under paragraph 149(1)(1) of the Income Tax Act.





