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Currency

Every year, Canadians make billions of payments us-
ing bank notes and coins. They rely on the Bank of
Canada to furnish notes that are well protected from
counterfeiting and to manage the supply of bank notes
as economically as possible. The Bank took several
steps in 1998 to accomplish these objectives. It broad-
ened and intensified a public education
program about the security features of
genuine bank notes: it continued to pur-
sue research and development on bank
note technology and security: and it com-
pleted the implementation of a new dis-
tribution system for bank notes

recognizes the security

Protecting bank notes from
counterfeiting

Counterfeiting remains at relatively low
fevels in Canada—only a small fraction

of one per cent of the total value of notes in circula-
tion. It has, however, increased recently. The value of
counterfeit notes found in circulation in 199 was
double that of the previous year, mainly because of a
sharp increase in the number of counterfeit $100
notes. A number of these high-quality counterfeit
$100 notes appeared for the first time during the sec-
ond half of 1998 and are believed to have originated
from a single source. Their most notable characteris-

The best guarantee of
bank note security is a

public that readily

features in bank notes.

tic is the excellent reproduction of the micro-printing
found on genuine bank notes

Counterfeit notes can still be distinguished by
the absence of the gold-to-green colour shift in the
Optical Security Device—the shiny rectangle in the
upper left-hand corner of $20. $50, $100, and $1,000
notes. Counterfeits also lack the distinctive look and
feel of other securiy features such as the
raised ink in the portrait on genuine
notes.

The best guarantee of bank note se-
curity is 2 public that readily recognizes
the security features in bank notes. Dur-
ing 1998, the Bank added a ner training
video to its currency education program
This complemented the poster and leaflet
introduced in 1997. Bank staff made
presentations to cash handlers in the re-
tail and financial services sectors and to
police forces, to increase their awareness
of the key security features of bank notes. Nearly one
‘million leaflets were also distributed to the general
public through financial institutions and provincial
tourist bureaus.

The public can get more information about
identifying counterfeit bank notes by calling
1-888-513-8212

The Bank also keeps Canadians informed about
the features of genuine bank notes through presenta-
tions by s regional representatives and through the
Currency Museum in Ottawa

The Bank works closely with police

Value of Counterfeit Bank Notes Found in Circulati forces, especially the RCMP, which is re-
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sponsible for the enforcement of counter-
feiting laws across the country.

Research and development

51000 | The Bank’s program of research and devel-

si0 | opment in bank note technology and securi-
ty is a key defence against counterfeiting

50 ‘This program focuses on developing tech-

s0 | nology to combat counterfeiting threats

4o | fom advances in reproduction techaology

and on improving bank note production and
distribution techniques. During 1998, the
Bank’s program centred on new anti-coun-
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terfeiting devices and the materials on which bank
notes are printed. The current phase of this research
and development will extend over the next two to
three years, culminating in the issue of the first note
ina new series. The goal is to develop new notes with
better protection against counter-
feiting technologies—notes that can
be modified over time in response to
new technological threats. The Bank
s using expertise from the bank
note printing companies, from law-
enforcement agencies, and from
feading note-issuing authorities
around the world. It is also consult-
ing with the public, the visually im-
paired, and with government
officials. Consideration is

being given to printing bank notes
on polymer or polymer-based mate-
rials. These new materials could of-
fer both increased security and.
Tonger note life, which would
result in important savings,
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Implementing the new bank note
distribution system

During January 1998, the Bank of Canada and partic-
ipating major Canadian deposit-taking

institutions finished implementing a new system for
the distribution of bank notes. It is more efficient and
less costly than the old system, which was based on
the Bank’s nine agencies across the country. Under
the new system, the participating institutions manage
the flow of notes among themselves in co-operation

‘Operating Expenses Related
to Currency
Ressaren 2

with the Bank The Bank is responsible for distribut-
ing the notes when they are first issued, maintaining
records of note inventories in the system, withdraw-
ing notes when they are no longer fit for circulation,
and overseeing note quality and authenticity. The lat-
teris an important responsibility of
staffin the Bank's regional offices
in Halifax, Montreal, Toronto,
Calgary. and Vancouver.

The Bank also consuls with
the Royal Canadian Mint (which is
l’ responsible for the production and

distribution of coins) on issues of
‘mutual concern, particularly the
distribution of coins to financial
institutions

Froction
i

J

Operating expenses

Expenses for currency operations
were $56 million, or about 20 per
cent of the Bank's total operating
expenses. This represents a de-

crease of almost $10 million or about 15 per cent com-

pared with 1997, The decline is the result of the
implementation of the new bank note distribution sys-
tem and lower requirements for notes




