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Deposits Fully Guaranteed 
 
Credit Union Deposit Guarantee Corporation (the Corporation) is the deposit guarantor for 
Saskatchewan credit unions, and the primary regulator for credit unions and Credit Union 
Central of Saskatchewan (SaskCentral) (together, Provincially Regulated Financial 
Institutions or “PRFIs”). 
 
The Corporation is charged through provincial legislation, The Credit Union Act, 1998, with 
the main purpose of guaranteeing the full repayment of deposits held in Saskatchewan 
credit unions. The Corporation was the first deposit guarantor in Canada and has 
successfully guaranteed deposits since it was established in 1953. By guaranteeing deposits 
and promoting responsible governance, the Corporation contributes to confidence in 
Saskatchewan credit unions. 
 
For more information about deposit protection, the Corporation’s regulatory responsibilities, 
and its role in promoting the strength and stability of Saskatchewan PRFIs, talk to a 
representative at the credit union or visit the Corporation’s web site at www.cudgc.sk.ca.  
 

 
 

http://www.cudgc.sk.ca/
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ASSETS ……………………………………………………………… $56,483,523 

GROWTH ……………………………………………………………... $5,437,309 

LOANS ………………………………………………………..……… $36,186,574 

DEPOSITS ……………………………………………………….….. $50,869,452 

MEMBERS …………………………………………………………………… 1024 

NON MEMBERS ……………………………………………………………...… 26 

 

Your Credit Union at a Glance 

 

Ever since Charter Number 115 was granted over 75 years ago, the Edam Credit Union has 
provided financial services to the community of Edam and surrounding area.  We are a 
democratic organization and with membership comes the right to vote – one member, one vote 
in keeping with our co-operative structure.  Each year at the Annual General Meeting, 
members elect directors to govern their credit union and represent their interests. 
 

As our community evolves, so do the demographics of our credit union.  In 2018 we welcomed 
66 new members and closed 44 memberships for a new membership increase of 18.  We also 
have 26 non-member accounts at the end of 2018. 

 

BOARD of DIRECTORS 
 

Responsibility:  As a member of the board, a director is in a position of trust to ultimately 
ensure that the credit union is managed and operated in a sound and prudent manner. 

 

Purpose of Position:  As a member of the board, a director acts to establish meaningful 
strategic direction for the credit union that effectively serves the membership’s interests while 
promoting long-term growth and financial stability. 

 

              Elected  Term Expires 

John Grant      2016    2019 

Laura LaClare      2016    2019 

Gilbert LaClare (President)    2013    2019 

Darcy deMontarnal     2017    2020 

Ryan Roach      2017    2020 

Rob Goodall      2017    2020 

Heidi Potter Jamieson    2018    2021 

Lee Monteith      2005    2021 

Larry McDaid (Vice President)   1974    2021 
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Who We Are ……. 
Real People Providing Real Service 

 
 
Back Row:  Paulette Pavka – Member Service Supervisor (2006), Edith Shewchuk – Member 
Service Rep (2005), Carla Olson – Member Service Rep (2015), Wanda Mosimann – Office 
Manager (2002), Ross Houston – General Manager (2013), Lisa Pelchat – Manager, Finance & 
Compliance (2008) 
Front Row:  Melodie Nedelec – Member Service Rep (2011), Glenda Weber – Loans Officer 
(2002), Cheryl Nicodemus – Ag/Commercial Lender (2013) 
 

Service to members first is the highest priority of your credit union.  Even though we have a 
variety of titles and job descriptions, each employee knows that "service to our membership 
is what we are about".     We work hard to provide financial solutions to enhance the 
economic and social well-being of our members and our community. 
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What We Believe ……. 
 

OUR VISION 

To provide members with excellent financial service 

OUR MISSION 

 To provide financial products and services that are delivered with the highest standard of 
excellence, integrity and professionalism 

 

 To remain a viable, member controlled financial institution dedicated to co- operative 
principles responsive to the social and economic needs of our members 

 

 To develop the credit union and its services to meet the changing needs of our members and 
their communities 

 

OUR ORGANIZATIONAL VALUES 
 
Service and Product Excellence 

Our credit union is committed to providing a broad range of quality products that best meet our members' 
needs.  Our professionally trained employees provide courteous service and quality advice to each 
member. 

 
Integrity, Honesty, Professional and Ethical Conduct 

We earn the loyalty and trust of our members by dealing with them in an open, honest and respectful 
manner.  We utilize our strengths and treat our members and each other with respect and 
professionalism. 

 
Co-operative Principles and Philosophy 
We are a member-owned, democratically controlled organization that recognizes our community's 
diversity. W e are responsive to the needs of our membership and are committed to our community. 

 
Community Involvement and Impact 
Our decisions have an impact on the well-being of our community and our membership.  W e present a 
positive image to the community by sponsoring community projects through the involvement of board 
and staff members. 

 
Autonomy 
We are committed to ensuring that the needs of our members and our community come first by 
retaining local decision making. 

 
Financial Performance and Productivity 
We are committed to achieving a stable and financially secure organization for the benefit and security 
of our membership in an ever changing marketplace. 

 
Employee Satisfaction 

We respect our employees and their contribution to our success.  Employee involvement and 
participation is recognized and rewarded. W e support employee development by providing training and 
educational opportunities while respecting their need to balance personal and professional lives. 
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Respect for your Privacy ……. 
 
At the Edam Credit Union we have always been committed to keeping our members’ personal 
information accurate, confidential, secure and private.  The formal Privacy Code that we have adopted 
builds on this commitment.  This code is based on the Credit Union Central of Canada Model Privacy 
Code and the Model Code for the Protection of Personal Information. 
 
We continue to protect your privacy and your right to control the collection, use and disclosure of your 
personal information.  We have procedures in place that guide our employees and directors in 
maintaining confidentiality.  What has been our ongoing business practice has become our 
documented commitment to you. 
 
Your credit union Board of Directors has adopted the Credit Union Code for the Protection of Personal 
Information, established related Policies and Procedures and appointed a Privacy Officer.  Our 
employees understand the importance of the policies and procedures and follow them carefully. 

 

Code of Conduct ……. 
Principles of ethical conduct and responsible business behavior are reflected in our Code of Conduct.  
Adherence to this code is mandatory for all employees and directors. 
 
Our Code of Conduct requires that we follow a Market Code which covers acceptable sales practices, 
employee qualifications and licensing, disclosure, privacy and complaint resolution.  Our Market Code is 
based on the model that was jointly developed by Saskatchewan credit unions, SaskCentral and the 
Credit Union Deposit Guarantee Corporation to ensure the protection of credit union members.  Our 
employees, directors and service providers are obliged to act in accordance with the highest standards 
of personal and professional integrity.  All of us at the Edam Credit Union have always been committed 
to delivering a high quality of service to members.  The Market Code builds on this commitment. 
 
The Market Code represents the standards that we embrace as an organization, the way we conduct 
ourselves and how we will continue to treat our existing and potential members as we work to maintain 
your trust, while living out our co-operative values. 
 
We subscribe to the co-operative principles as endorsed by the International Co-operative Alliance and 
the international credit union operating principles as endorsed by the World Council of Credit Unions.  
We are member-owned and democratically controlled.  Our goal is to provide a measurable economic 
and social benefit to members and communities by incorporating the following values in all that we do. 
 

Our Co-operative Principles ……. 
 

 Voluntary and Open Membership 
 Democratic Member Control 
 Member Economic Participation 
 Autonomy and Independence 
 Education, Training and Information 
 Co-operation among Co-operatives 

 Concern for Community 
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Why We’re Different ……. 
 

Celebrate the value in the Credit Union difference.  While that difference may mean different things to 
different people, it always comes down to putting our members first! 

 

Local Ownership and control 

 Each credit union is an autonomous separate entity, owned and controlled by local people. 
 Each member owns one share and has one vote. 
 Board members are locally elected by their members to provide strategic direction to their 

management teams. 
 As independent financial institutions, owned and controlled by their members, credit unions are 

shaped by the needs of their community. 

 

Community Investment 

 Credit unions earnings stay in the community. 
 Credit unions support local interests. 
 Credit unions sponsor and support local initiatives. 
 Credit unions remain part of the community where our member-owners live. 
 Credit unions contribute to the local economy by providing employment.  Just over 3,000 friendly, 

knowledgeable and professional individuals are working in credit unions across our province, 
providing service at 250 locations to almost a half-million members. 

 Credit union employees are active participants in the community. 

 
 

Investing in OUR Community ……. 
Whether through a cash contribution, donations or door prizes or raffle prizes, free photocopies, 

technical help with the creation or printing of a program or poster, a drop off or pickup point, an activity 

co-ordinator, displaying raffle items  and selling tickets, funding educational speakers or lending a staff 

member to work at an event – we’re here for you! 

 

 
 

 

 

 

 

 

 

 

CONCERN FOR COMMUNITY is one of the seven co-operative principles: “While 

focusing on member needs, co-operatives work for the sustainable development of 

their communities through policies accepted by their members.” 
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We believe in giving back to our community – listed below are some of 
the local organizations who received our support in 2018 

 
○ Donor’s Choice     ○ Edam Minor Hockey  

○ Edam Board of Trade    ○ Edam Public Library 

○ Edam Community Recreation Centre  ○ Midwest Roping Association 

○ Edam Curling Club    ○ H.Hardcastle School (various) 

○ Edam Early Learning Centre   ○ Turtle River Wildlife Federation 

○ Edam Enriched Manor    ○ Mervin Golf Club 

○ Edam Fall Fair     ○ Edam Skating Club 

○ Edam Playground Committee   ○ Edam West 4H Club 

○ Edam Legion     ○ Edam Light Horse 4H Club 

○ Edam 3 Stars Hockey    ○ Mervin 4H Club 

○ Edam Seniors Organization   ○ Edam Minor Ball 

○ Edam Handi Van Service    ○ Hospital Auxiliary 

o      Vawn Recreation Board    ○ Picnic Lake Park Board 
o      Results Motor Cross Park 

 

  

 

 

 

 
 

 

We also support larger initiatives that benefit our members: 
○ Canadian Cancer Society  ○ Saskatchewan Co-operative Assoc. 

○ Canadian Red Cross   ○ Telemiracle 

○ Red Cross Pink Shirt Day  ○ Children’s Wish Foundation 

 

 

 

 

 

 

 

Your Credit Union & You - Building a Great Community 
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Members are the most important people in our business. 

Members are not dependent on us - 
We are dependent on you. 

 

 

Members are not an interruption of our work - 
You are the purpose of it. 

 

 

Members are part of our business, not outsiders - 
You are our owners. 

 

 

Members are not numbers - 

You are real people with feelings. 
 

 

Members bring us their wants and needs - 
We know that it is our job to satisfy them. 

 

 

Members have the right to be served with a professional 
attitude. 

 

 

Members deserve the most courteous and attentive 
treatment we can provide. 

 

  

 
 

 
 

CREDIT UNIONS 

Members Make It Happen 
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It’s a Risky Business ……. 
Just like all financial institutions, Edam Credit Union is faced with a variety of business risks. Our 
continued viability depends on proper management of those risks.  Our risk management strategy is 
threefold:  to identify and assess these risks on an on-going basis; to evaluate the controls we have in 
place to minimize our exposure to risk; and to implement risk mitigation techniques as appropriate. This 
process is called Enterprise Risk Management. 

 

What are these risks and how do we handle them? 

 

Credit Risk - The risk of financial loss associated with a borrower failing to meet an obligation as 
agreed to is always present in lending activities, but to a lesser extent also exists in the investment 
portfolio.  This risk is managed through a continual review of established underwriting practices for 
loans, the monitoring of delinquency levels and the establishment of an allowance when there is a 
reasonable doubt of the ability to collect a loan.  Credit risk is further mitigated by obtaining quality 
collateral and seeking diversification in the loan portfolio through the syndication of loans and the 
purchase of lease portfolios.  Additional information about credit risk may be found in footnote 18(a). 

 

In accordance with CUDGC guidelines, the Edam Credit Union is required to provide additional credit 
disclosure regarding its residential mortgage portfolio.  

 

The Edam Credit Union is limited to providing residential mortgages of no more that 80% of the 
collateral value.  Lending at a higher loan-to-value (LTV) is permitted but requires default insurance.  
The insurance is contractual coverage that protects the Edam Credit Unions real estate secured 
lending portfolio against potential losses caused by borrower default. Default insurance can be 
provided by either government backed entities or other approved private mortgage insurers. Currently 
we use Canada Mortgage and Housing Corporation (CMHC) to provide mortgage default insurance. 

 

A Home Equity Line of Credit (HELOC) is a form of non-amortizing (revolving) credit that is secured by 
a residential property. Unlike a traditional residential mortgage, most HELOCs are not structured to fit a 
predetermined amortization, although regular, minimum periodic payments are required. The Edam 
Credit Union is limited to providing HELOCs of no more than 65% of the collateral value. 

 

To determine the potential impact of an economic downturn, which may result in defaults and a 
decrease in housing prices, the Edam Credit Union does investigations into where the residential 
mortgage market is and observes trend analysis of the information. We do comparatives of this 
information on an ongoing basis plus do comparatives of residential appraisals and Saskatchewan 
Assessment Management Agency (SAMA) to determine the effect of an economic decline (or increase) 
from year to year and the effect on our collateral values.  

credit spreads give rise to the risk of loss of value in a financial instrument.  Our greatest exposure is to 
the interest rate risk created by timing differences between maturing or repricing investments and loans 
and maturing or repricing deposits. 

 

 

Residential Mortgage Portfolio: 

      0%

      2018   % of Portfolio  

Uninsured     $11,830,827  84.3% 

Insured     $  2,202,187  15.7%  

HELOC (home equity line of credit)         $                0            

Total      $14,033,014   100% 

 

Market and Interest Rate Risk - Changes in market factors such as interest rates, equity prices and 
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Since we do not know what interest rates will be in the future, the risk of adverse impact to our earnings 
from market changes is managed by measuring and monitoring our mismatch between assets and 
liabilities that are scheduled to mature or reprice within a given time-frame to ensure that it does not 
become too large.  Additional information about market risk may be found in footnote 19(e). 

 

Liquidity Risk - In the normal course of our business there are a variety of day-to-day obligations to 
fund, such as commitments for approved loans, drawings on lines of credit and cash withdrawals.  The 
inability to generate or obtain the necessary cash at a reasonable cost to meet these obligations in a 
timely manner is known as liquidity risk. 

 

Policies and procedures have been established by the Edam Credit Union to monitor, measure and 
control our exposure to liquidity risk.  These include management of liquidity on a daily basis factoring 
in known and projected cash inflows and outflows, the requirement to maintain both sufficient liquid 
assets to meet normal operating requirements and excess liquid assets that can be converted to cash 
with minimal cost.  Additionally, policies are in place to manage this risk at both the provincial and 
national credit union level. 

 

In 2018 we prepared and implemented a Liquidity Management Plan to ensure the optimal level of 
liquidity is maintained to meet regulatory and operational needs. The objective of the Liquidity Coverage 
Ratio (LCR) is to ensure the Edam Credit Union has an adequate stock of unencumbered high quality 
liquid assets (HQLA) that consists of assets which can be converted into cash at little or no loss of value; 
and meeting its liquidity needs for a 30 calendar day stress scenario.  We will maintain minimum liquidity 
coverage of 100% to ensure we always cover our obligations. As at December 31, 2018 Edam Credit 
Union had coverage of just over 259%. 

 

Legal & Regulatory Risk - Like all Saskatchewan credit unions, we are regulated by the Credit Union 
Deposit Guarantee Corporation (CUDGC) and must comply with their Standards of Sound Business 
Practice as well as our own bylaws and policies and various provincial and federal legislation.  We 
operate in a heavily regulated industry and of course there is a cost to implement the necessary 
regulatory and compliance regimes. 

Compliance Officers are in place to ensure that laws, rules, regulations and ethical standards are 
adhered to.  Ongoing training and education of directors and employees stresses the importance of 
policies and procedures and the need to follow them carefully. 

 

  

 

We have recognized that we have to continually review and reassess our comprehensive risk 
management framework to guide your credit union into the future.   

 

The direction chosen by the board of directors for your credit union was that we need to be researching 
opportunities that ensure long term sustainability of our credit union.  We have identified that in order to 
maintain strong financial performance in this low interest rate environment that we need to be seeking 

There are serious consequences to failing to understand and address this risk. Failure to comply with 
regulatory standards may result in CUDGC reducing or restricting a credit union's authorities and limits; 
subjecting a credit union to preventative intervention; issuing a compliance order; or placing a credit 
union under supervision or administration.  Failure to comply with legislation may result in fines or 
imprisonment. 

Strategic & Operational Risk - There are negative implications from failing to have appropriate 
strategies and business plans in place.  Your board of directors is continually evaluating how to have 
your credit union continue to thrive.  Exposure to operational risk includes ensuring that we have both 
sufficient qualified employees and the proper technology to provide our members with the quality 
financial service they expect and deserve.  An on-going succession planning process and continual 
evaluation of information technology solutions are used to address the risk in these areas. 
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opportunities to gain efficiencies to bring our membership the financial products and services that are 
competitive and relevant. 

 

The resulting Strategic Plan is aligned to address areas where specific risks were identified. One of 
these risks continues to be lower profitability due to the low interest rate environment.  Operational 
costs continue to increase which causes our margins to erode and this trend presents the potential to 
reduce our capital adequacy position if we don't take a proactive approach to this. 
 

An example of this is our desire to continue to increase the loan to asset ratio.  Although this will  
generate additional profitability (and hence capital) over the long term continuing to increase the asset 
mix to include more loans and less investment assets will have an immediate impact on risk weighted 
assets and the risk weighted capital adequacy ratio.  The risk weighted assets will increase in advance 
of the additional capital that they will provide in the long term.  The current business strategy is to try to 
keep our loan to asset ratio between 60 and 80% and we ended the year at over 64%. 

 

Operational risk creates the potential of loss resulting from inadequate or failed internal processes, 
people and systems or external events.  Exposures to this risk arise from deficiencies in internal 
controls, technology failures, human error, inadequate employee integrity or natural disasters. 

 

This risk is managed through the use of policies and procedures, controls and monitoring. To minimize 
the risk from deficiencies in internal controls or failed internal processes, we utilize an annual 
independent audit of these internal control processes in addition to our annual external audit and 
regular Credit Union Deposit Guarantee Corporation examinations. Recommendations that result from 
any of these reviews may be implemented to strengthen our already sound practices and increase 
efficiencies. 

 

Risk is managed through established policies, procedures, controls and monitoring. 

 

 

And Capital is King ……. 
Our regulator, the Credit Union Deposit Guarantee Corporation (CUDGC) prescribes capital adequacy 
measures and minimum capital requirements.  We also have an internal capital adequacy assessment 
process (ICAAP) to determine and maintain the appropriate level of capital required to support 
operations, risk and growth.  Compliance with these requirements is critical. 

 

As part of our capital management process, we closely monitor two important indicators of capital 
adequacy.  One is overall capital as a percentage of total assets, and this ratio is referred to as the 
leverage ratio. In 2018 this ratio ended at 9.94%, a slight decrease from 9.97% in 2017. Our credit 
union remains in excess of the regulatory standard set by CUDGC of 5.00%. 

 

The second ratio is that of capital to risk weighted assets.  Each type of asset (which would include 
loans and investments) has been assigned a specific risk weighting by CUDGC. We are required to 
measure our capital level based on a calculation using these weightings and CUDGC has set the 
current required level (regulatory standard) at 10.50%, consistent with the industry standard.  As 
discussed previously, during our strategic planning session your board re-aligned the expectations for 
this ratio, setting a new target of 12.42-14.74%. We ended the year at 18.11%. 

 

In 2018 we maintained our loan portfolio, which enabled us to maintain our profit from interest income. 
This changed our eligible Capital ratio to 19.57% from 17.64% in 2017. We are once again well in 
excess of the regulator's requirement, and within the target we have set for ourselves. 
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You may wonder why our targets are higher than those required by the regulator.  It is the responsibility 
of the board of directors of each credit union to evaluate their own situation and set limits that are 
appropriate for their operation.  With us maintaining our loan portfolio our current loan to asset ratio is 
still below optimum, and our objective is to increase that ratio to further enhance profitability.  Since 
loans carry a higher risk weighting than investments, more capital is required to support a future 
increase in loan volume even if our assets were to remain at a constant level.  Our community is 
thriving and growing, we need to be well positioned to serve that growth. 

 

Our historically strong capital position is what has allowed us to absorb growth over many years, but we 
cannot afford to lose this important cushion. The low interest rate environment seems determined to 
continue, so creating the profitability we require to build our retained earnings is critical to allow for 
future growth. 

 

Our continued attention to proper capital management over the years has ensured that your credit 
union has been able to grow and thrive. This strong capital base reduces the threat to our future 
viability from the risks outlined on the previous pages. 

 

This stewardship has contributed to our ability to remain an autonomous entity with the financial 
strength to allow us to research our best future options as opposed to many credit unions that end up 
forced to merge to survive.  Ensuring that the needs of our members and our community come first are  

important considerations as we consider our future. 

 

 
Growing Our Future Together 
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 Annual General Meeting Call to Order 

 Opening Remarks – Introduction of Guests 

 Adoption of the Agenda 

 Minutes of the 74th Annual General Meeting 

 Report of the Board of Directors 

 Report of the General Manager 

 Report of the Auditor 

 Financial Statements 

 Special Resolution-Bylaw Amendment Proposal 

 Nominations Committee Report and Election 

 Appointment of Auditors 

 Long Term Service Awards 

 Other Business 

 Door Prizes 

 Adjournment 

  

75
th

 ANNUAL GENERAL MEETING 

WEDNESDAY, April 3, 2019 

Edam Community Recreation Centre 

Registration:    6:45 pm – 7:00 pm 

Business Meeting:   7:00 pm 
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Minutes of the 74th 
ANNUAL GENERAL MEETING 

of EDAM CREDIT UNON LIMITED, 
Held in the Edam Community Recreation Centre 

Edam, Saskatchewan, 
On Wednesday, March 28, 2018 

 
The chairperson, President Gilbert LaClare, called the meeting to order at 7:07 pm.  John Grant 
reported that there were 27 members and 6 guests in attendance and declared a quorum present 
to conduct the meeting.  A motion to approve the agenda as printed was made by Larry LaClare, 
seconded by Evelyn Cooper and carried. 
 
MINUTES OF THE 73rd ANNUAL GENERAL MEETING – Moved by Lucie Baillargeon, 
seconded by Ryan Roach to receive the minutes as read:  CARRIED. 
 
BUSINESS ARISING FROM THE MINUTES - There was no business arising from the minutes.  
 
REPORT OF THE BOARD OF DIRECTORS – Moved by Paulette Pavka, seconded by Bonnie 
Letwinetz to accept the report as read by Gilbert LaClare:  CARRIED. 
 
REPORT OF THE GENERAL MANAGER – Moved by Evelyn Cooper, seconded by Elaine 
L’Heureux to accept the report as read by Ross Houston:  CARRIED. 
 
REPORT OF THE AUDITORS – Moved by Ryan Roach, seconded by Lucie Baillargeon to 
accept the report of Vantage Chartered Professional Accountants as read by Derek Sieben:  
CARRIED. 
 
REPORT OF THE NOMINATIONS COMMITTEE & ELECTION OF DIRECTORS -   
Committee Chair and Returning Officer John Grant explained the function of the nominations 
committee and reported that there were three vacancies on the Board. 
 
For the Board of Directors the following persons were nominated by the Committee:  Lee 
Monteith, Larry McDaid, and Heidi Jamieson.  
 
Nominations were then called for from the floor.  There were no nominations from the floor. 
Moved by Laura LaClare, seconded by Paulette Pavka to close nominations:  CARRIED. 
 
Returning Officer John Grant declared the following directors elected by acclamation: 
 
    Lee Monteith 
    Larry McDaid 
                                         Heidi Jamieson 
     
APOINTMENT OF AUDITORS – Moved by Evelyn Cooper, seconded by Hazel Mosimann to 
appoint Vantage Chartered Professional Accountants as auditors for the current year:  CARRIED. 
 
LONG TERM SERVICE AWARDS – Ross Houston thanked Glenda Weber and Wanda 
Mosimann for 15 years of service and presented each of them with a long-term service award.  
 
Gilbert LaClare thanked Lucie Baillargeon for 5 years as a board member.   
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Gilbert LaClare thanked Larry McDaid for 40 years as a board member and presented him with a 
certificate of recognition.   
 
Gilbert also recognized Evelyn Cooper and presented her with an Order of Merit certificate.  
 
OTHER BUSINESS – No other business. 
 
ANNOUNCEMENTS – Ross Houston thanked everyone, including staff and directors for all of 
their hard work.  He gave special thanks to retiring board member Lucie Baillargeon. 
 
Ross also announced that 2018 marked 75 years of service for the Edam Credit Union and 
reflected back on some history. 
 
Gilbert LaClare announced that we sponsored Courtney Fudge and Lindon Goodall in 2017 to 
attend the Coop Youth Summer Camp.  He invited any other interests to come forward. 
 
DOOR PRIZES – Paulette and Ross announced door prize winners: 
   Rob Blais – Travel Mugs 

Hazel Mosimann – Wooden Game by Michaud Toys 
Barb Johnson – Travel Mugs 

 
The meeting was ADJOURNED by Evelyn Cooper at 7:59 pm. 
 
 
 

  President_____________________________ 
              
      

Secretary___________________________ 
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EDAM CREDIT UNION LIMITED 
 

- BOARD OF DIRECTORS' REPORT FOR 2018 - 
 
 

Building Tomorrow Together 
 

2018 was a challenging year for our Credit Union.  As with any business we have our challenges and are 
always facing change. Your Board of Directors establishes and continually reviews the basic objectives 
and policies of this credit union, allowing us to set the strategic direction that we feel best serve our 
membership. This governance is crucial in optimizing our performance and creating an organization that 
will remain relevant to our community.   
   

Helping the community that we serve to remain strong and vibrant is one of our core values.  Throughout 
the year we promote, sponsor and contribute to a variety of community activities, events and 
organizations through the donation of prizes, trophies, products and time.  You will find a list of these 
important community partners elsewhere in our Annual Report.   
 

Our collective future depends on our youth understanding the value of community and knowing what it 
takes to build and nurture a community.  This is why we continue to sponsor students to attend the 
Saskatchewan Co-operative Youth Program summer seminars, and we were pleased that Grace Fudge 
and Carston Day were able to participate this year.  We also reward those young people who demonstrate 
an active involvement in their community, proudly awarding this year’s Abe Wouters Community Service 
Scholarship to Macey Levasseur.  
 

Corporate Governance 
 

All nine of the individuals who make up your board of directors are considered “independent”, meaning 
that they are free of any material interest in or relationship with the credit union beyond their membership.  
In other words, we are members just like you who have made the commitment to direct the business 
affairs of our credit union.  We have 3 board members’ terms maturing this year. 
 

Throughout the year we attend regular board meetings, special planning meetings, committee meetings 
and system related meetings.  Director remuneration in 2018 totaled $13,545. It is the expectation of our 
regulatory bodies that your board is educated and understands the risks associated with directing our 
Credit Union as we act as the stewards of your money. 
 
The board has several committees in place as well.  The Executive Committee is comprised of the 
President, Vice-President and one other board member appointed at the annual organizational meeting.  
This committee is authorized to deal with any matters that arise between board meetings which require 
immediate attention.  Three directors are also appointed annually to the Conduct Review Committee at 
the organizational meeting.  This committee is charged with ensuring that all related party transactions are 
reviewed to ensure that they are at the same terms and conditions as any other member. 
  

Three directors are appointed annually at the organizational meeting to serve on the Credit Committee 

and by policy the Nominations Committee consist of the three directors whose terms will expire in the 
subsequent year. We also have a Policy Review Committee composed of five appointed directors. 
 

At our credit union, every director serves on the Audit Committee.  This way all board members participate 
in the reviews of internal controls, legislative compliance, risk management and the financial results of our 
operations.  Additionally, the board as a whole performs the functions of reviewing the engagement 
arrangement with our external auditors and receiving the audit results.  We recommend that Vantage CPA 
be retained as our auditors for 2019. 
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In my opening comments I noted that 2018 was a challenging year for Edam Credit Union. Our staff, and 
some of the board, had to spend considerable time in dealing with collection situations which resulted in a 
huge loss for our credit union. We always know that the business of lending money has risks, however 
with the state of the oil economy over the past several years this collection situation was not avoidable. 
The staff, and the member, did everything they could to try to carry the business through to better times, 
however the oil crisis persisted and everything came to a head in 2018. I can’t, in respect of privacy, 
provide any more details, but it ended up costing our credit union in excess of $300,000. Not something 
we want to see again, but sometimes the economy can be beyond our control. I will give you an overview 
of how the year ended, and will let our general manager speak to the detailed financials. 

 
Financial Summary 
 

Total deposits increased over $5.1 Million in 2018, resulting in a corresponding increase in total assets of 
just over 10.6%.  Total loans for this year saw a decrease of just over $347,000 or just under a 1.0 % 
decrease. 
   

Profitability in 2018, even with the loss I mentioned, was just over $334,000 which is slightly lower than 
2017.  Our capital is composed entirely of retained earnings and membership shares, and at 9.94% 
remains above both the Credit Union Deposit Guarantee Corporation’s minimum standard of 5.00% and 

the system average of 8.52%.  
 
We are committed to ensuring that our credit union remains a stable and financially secure organization 
for our members through maintaining a strong capital base.  This approach is what has allowed us to 
weather the continued financial challenges of a low interest rate environment, and positions us well for 
future growth and new developments. 
 

Our Future 
 

Local ownership and control allows us to understand the members we serve and the economy of our 
area.  It is our job to ensure that we direct a successful organization toward even greater success.  With 
the strong support of our membership and the commitment of our officials and employees, we truly are 
building tomorrow together.  

 
 

Respectfully submitted by the Board of Directors 
  Edam Credit Union Limited 
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EDAM CREDIT UNION LIMITED 
 

- MANAGER’S REPORT FOR 2018 - 
 
 

Service to Members First  
 

The priority that remains top of mind for each of our employees, whether they have been with the credit 
union for most of their careers or were only recently hired, is service to members first.   
 

In 2018 we had no personnel changes within our staff complement. We have a dedicated and loyal group 
of staff of which I am very proud. 
 

Providing excellent financial service is not just about the products – it’s really about the people and the 
experience you have every time you come into the credit union.  Edam Credit Union supports a culture 
where on-going learning is both encouraged and expected of employees and directors.  As our members’ 
needs expand, so do our efforts to meet them.  

 
Financial Strength 
 

Our credit union saw asset growth of just over 5.4 Million in 2018, ending the year at $56,483,523, which 
was a very good growth for our credit union. This was a 10.6 % increase in assets from 2017.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The asset growth we experienced is a direct result of a similar trend in deposits. Deposits ended the year 
at $50.8 Million with a growth of $5.1 Million or 11.1% from 2017.  
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Deposit growth provides the credit union with liquidity to fund loan growth and expansion. In 2018 we 
again were able to channel a lot of this liquidity into the loan portfolio as this enables us to obtain better 
returns than we can obtain investing these funds.  
 

As we have talked about previously, the mix of a balance sheet plays a critical role in profitability.  A 
significant amount of our earning assets remain invested in deposits with Concentra Financial.  By policy 
we put the safety of principal above all else when evaluating potential investments, which is as it should 
be.   
 

In 2018, our loan portfolio saw a small decrease over 2017 as the portfolio dropped by about 1% or 
$347,000. 
 
Our goal is to ensure that we have a quality loan portfolio that contributes to the financial success of the 
credit union while meeting our members' credit needs.  142 loans were approved in 2018 for a total of 
$10,007,801 in new loans.   
 
We have also continued our relationship with Calidon Equipment Leasing, and were pleased that many of 
our members found this to be a convenient and cost effective option for them. 
 
The net loan portfolio ended 2018 at $36,186,574 (64.1% of total assets).   

The pie chart below shows that the Edam Credit Union has a good loan portfolio mix; with the biggest 
percentage of our loans in the Consumer portion of the chart; which is a change from past years where 
Agriculture made up the largest portion of the chart. This is comparative to what our credit union peer 
group is experiencing.  
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We must recognize that the lending of money always carries an element of risk that a loan will not be 
repaid. As our president indicated in his report, we took a significant loss in 2018 due to the oil industry 
downturn. We were able to withstand this loss due to our strong capital position which I will talk about 
further in my report. We work hard to minimize our exposure to this risk through establishing prudent 
lending policies and procedures, comprehensive staff training and keeping informed about changes and 
trends in the industries we serve. When economic conditions create financial situations that adversely 
impact our members, we look for solutions that work for both our members and the credit union.   
 

A primary indicator of risk in a loan portfolio is the measurement of loans with delinquency of greater than 
90 days.  At December 31, 2018, our ratio was at 1.04% of total loans which is significantly higher than we 
are accustomed to. Since the end of the year this ratio was reduced significantly as we worked with our 
members and found solutions for both them and the credit union which saw no further losses. 

 
Profitability 
 

We have been working hard to maintain profitability in our operation; however we were down somewhat 
from 2017. Our 2018 after tax return on average assets was .64%, which is lower than the .72% of 2017. 
The biggest reason behind the lower after tax return in 2017 is attributed to what we allowed for credit 
losses in 2018. If you look on page 4 of the financial statement you will see a column related to the 
provision for credit losses. In 2018 we did take losses on loan accounts. Some of this was already 
accounted for in the 2017 provision for credit losses but we had to add in excess of $235,000 to this 
amount. Plus, in 2018 we had to set up a general allowance, due to new accounting standards called 
IFRS9- of which added a general allowance of another almost $156,000, which is taken directly off our 
income for 2018. This general allowance is not lost money, however we allot for this and the result is we 
take this as a loss in the 2018 year. Our hope is that the loan repayment normalizes and we don’t see any 
more losses. This was a very challenging year for the staff and your board in working to deal with the loss 
situation. 
 
As a percentage of assets, the 2018 net interest margin was 3.66% which is comparable to our result in 
2017.  It is tough to maintain margins as the market is competitive and we want to provide as competitive 
as possible rates for our members. 
 
 
 
Operating expenses in 2018 (2.56% of average assets) are higher than our peers (2.24%) as well as the 
system as a whole (2.34%) as illustrated below: 
 
 

  Edam 
CU 

 CU 
System 

Peer 
Group 

Operating Expenses* %  % % 
     

    Personnel 1.36  1.29 1.18 
    Member Security 0.09  0.08 0.09 
    Organization 0.12  0.05 0.06 
    Occupancy 0.20  0.18 0.14 
    General Business 0.79  0.75 0.77 
     

Total Operating Expenses 2.56  2.34 2.24 
     
Non-Interest Revenue 0.50  0.77 0.58 

  

 

* expressed as a percentage of average assets (may be out slightly due to rounding) 
 
  

The operating expenses are some of the areas we are looking at when we refer to finding efficiencies 
within our credit union. As indicated these are a percentage of assets, so we need to grow in asset base 
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to reduce the percentage, or look for ways to reduce the associated costs. We have reduced most of 
these categories in 2018 in comparison to 2017. 
You will notice that our non-interest revenue is much lower than that of the system as a whole.  The 
majority of our non-interest income in 2018 came from service charges, loan fees and commissions we 
receive on the products and services that we provide to our members through our partner affiliates. Other 
credit unions have these same fees, however some are higher, as well as some credit unions have 
purchased insurance agencies plus own wealth service divisions which have shown an increase to non-
interest income levels. 
 
In today’s low interest rate environment, non-interest revenue is an increasingly critical component in 
overall profitability. We need to constantly be monitoring our non-interest revenues to try keep up to the 
cost increases especially around the area of technology, fraud management and compliance. We know 
that our members want to keep pace with the technology options and want to avoid the fraudsters so we 
feel we need to take on these new products in order to give our members the best banking experiences. 
 
Profitability is created not only through increasing income but also by minimizing expense.  We continually 
review our operations to see where changes may be made to either contain costs or increase efficiency as 
long as there is no detrimental effect to quality member service.     
 
Our 2018 net income of $342,992 is a profit level that we feel is in line with what is required to maintain 
our capital position.  As I mentioned previously we did take a huge loan loss in 2018; plus allotted a big 
general allowance, otherwise our profit would have been significantly better. We have a capital position 
that is above the amounts required by our regulator, and this year, with the mentioned losses, we were 
fortunate to have this strong capital position as it allows us to continue providing you the services you 
require.  
 

The Year in Review  
 

This year was our 75th anniversary year for Edam Credit Union, which was an amazing milestone that we 

all want to thank you, our members for your continued support and belief in your credit union. I thought 

that in this year’s report I would break down our year in a few different categories which will let you know 

what we are doing in these various areas.  

The first area that I would like to speak to is relating to the office renovation. As you are all aware, our 

credit union had a major addition around 10 years ago. The one area that did not change within that 

renovation was the Member Services area. As much as the front line work stations still looked good, their 

last change was in 1994. In this time the working areas had become worn out, and the ergonomics of day 

to day work was becoming a problem. For example, we had to build temporary platforms on the floor for 

the different tellers to adjust for their different heights. This was to align proper posture and working 

heights to avoid situations like carpel tunnel from incorrect typing posture. The tall “bar stools” were not 

providing adequate back support, the temporary platforms were a trip and fall hazard, plus lots of the door 

locks and hinges were simply worn out.  

We tracked our transactions that are being completed, and found that the daily traffic that members 

needed to attend the front line had decreased, partially due to the new technology options. We also 

realized that the front line position has transformed to a more advisory position, which meant that although 

members are not coming in as much, when they are coming in they need to sit, discuss and understand 

the new options that we have available. They need to be more “one on one” in many situations to 

personally discuss how products and services will work best for them; rather than coming in for a quick 

cash withdrawal or deposit. We spent considerable time researching and looking for better solutions, right 

from solutions available locally, across Canada through to what the European financial institutions are 

doing. This research lead us to the new front office structure that we have today. We did see some 
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members that initially were resistant to the sit down stations, but as time goes on we are getting lots of 

comments that they love the new structure. We also wanted to have the front office structured for a more 

comfortable and “home like” feel, which caused us to install the new refreshments station where you can 

come in and have a coffee or tea while discussing your credit union business. The recently added 

comfortable chairs have only enhanced the feel we are working to create. I have to tell you that these 

changes have not been “ad hoc” and there have been vast amounts of research and time invested with 

the intention that we are bringing our members the best service available. 

Another change that happened in the office in 2018 was the installation of all new security cameras 

throughout the office as well as now we have much better surveillance of the exterior areas of our 

building. Our goal was first to have clear vision of everything that happens within our building, and 

secondly to be a community partner in crime watch in our village.  

These new cameras are a good segue into the next topic that I would like to review for 2018. We spend 

considerable time in looking at, pricing out, and discussing best options for new technology for our credit 

union. During 2018 we have reviewed some online options that we can incorporate to open accounts on 

line, as well as borrow on line. We have not found the correct solution that we feel will fill the needs for our 

credit union, but we are looking at options. We spent time and money upgrading the banking app on your 

phones in 2018 so that you can open them with a touch of your thumb as opposed to having to always 

type in a personal identification number- convenience and speed is what everyone is wanting today. While 

speaking of mobile phones, we have done the research on having your smart phones as your option to be 

your “Membercard” for paying all your purchases. We have chosen not to implement this as yet, as it 

currently is cost prohibitive for a credit union of our size. We also learned from credit unions that have 

implemented this feature that the member uptake has been minimal. 

We researched “electronic signatures” where we can email you documents for signature and return. We 

plan on implementing these features in 2019; with first priority being in the areas of loan document 

signing. 

We know that the current version of the on line platform that we refer to as “Memberdirect” where you can 

do your online banking is becoming obsolete, and will require a complete new platform in the next few 

years. We are part of a larger Canadian credit union group that has been getting proposals from 37 

different digital banking providers around the globe to assess and bring you the best solution to meet your 

needs. 

We have been impressed with the uptake and usage of a couple of new programs we rolled out in the last 

couple of years called “Etransfer” and “Deposit Anywhere” as we see member usage increasing monthly, 

which is  good sign that we invested into the programs that matter to you. 

We released the new Lock n Block program that allows you to lock out your cards, both locally and 

internationally, when you are not using them. This is a feature that members were asking for, especially 

since the new “tap and go” flash card technology came into play. 

Towards the end of 2018 we have also done the needed research and ordered all new computers and our 

mainline server to ensure we have up to date systems that are secure and reliable for the next 5 or 6 

years.  

The technology area, as we are all aware, is always changing. It is a costly area for us to manage, but we 

want to do our best to get you what you need, and work to ensure our systems are as fraud proof as 

possible to give you comfort that your money is safe at Edam Credit Union. 
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Speaking of keeping your money safe, in 2018 we had an independent internal audit group in to review 

our lending processes, our human resources policies and procedures as well as our IT (information 

technology) areas. We also had a complete review of our processes and compliance with CUDGC (Credit 

Union Deposit Guarantee Corporation) as well as every year we have the independent audit by the 

Vantage CPA Audit firm. As a note to that, the financial audit is a process that is taken very seriously and 

they send out teams of 3-4 audit specialists a minimum of 2 days every year. 

 In 2018 there were new requirements that came into effect relating to privacy and we have completed a 

new privacy breach response plan; one that we hope we never have to put into practice, but need to have 

in place.  

Fraud and what is known as “Cybersecurity” is a huge concern in today’s world. On this note we have 

attended webinars and live presentations in various locations. We are not immune to these fraud 

situations and we have had members who have experienced scams and we have taken losses in a few 

situations.  It is a serious concern that we need to keep ahead of. 

On the Horizon 
 

Within our Strategic Planning this year we had identified that we are now well positioned to work towards 
growing our credit union. We are working hard to keep up with technology so that our members have the 
benefits they require. We work hard to support and build our community. We have been working to bring 
our members new wealth services options. We know that change is constant, and we will continue to work 
on your behalf to keep up with the changes you need to continue your dealings with our credit union.  
 

Some Things Never Change 
       

Because of the active involvement and support of our members and the dedication of our employees and 
elected officials, we are able to remain a strong local credit union committed to our members, our 
community and our vision – to provide our members with excellent financial service.  I hope that we 
will always be BUILDING TOMORROW TOGETHER. 
 

 
 
 
 

 
 

 Respectfully submitted by 

W. Ross Houston 

General Manager 
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INDEPENDENT	AUDITORS'	REPORT

The	Board	of	Directors
Edam	Credit	Union	Limited
Edam,	Saskatchewan

Opinion

We	 have	 audited	 the	 accompanying	 financial	 statements	 of	 the	 Edam	 Credit	 Union	 Limited,	 which
comprise	 the	 statement	 of	 financial	 position	 as	 at	 December	 31,	 2018,	 the	 statements	 of	 profit	 and
comprehensive	 income,	 retained	 earnings	 and	 cash	 flows	 for	 the	 year	 then	 ended,	 and	 notes	 to	 the
financial	statements,	including	a	summary	of	significant	accounting	policies.

In	 our	 opinion,	 the	 accompanying	 financial	 statements	 present	 fairly,	 in	 all	 material	 respects,	 the
financial	 position	 of	 the	 Edam	 Credit	 Union	 Limited	 as	 at	 December	 31,	 2018,	 and	 its	 financial
performance	 and	 its	 cash	 flows	 for	 the	 year	 then	 ended	 in	 accordance	with	 International	 Financial
Reporting	Standards.

Basis	for	Opinion

We	 conducted	 our	 audit	 in	 accordance	 with	 Canadian	 generally	 accepted	 auditing	 standards.	 	 Our
responsibilities	 under	 those	 standards	 are	 further	 described	 in	 the	Auditors’	Responsibilities	 for	 the
Audit	of	the	Financial	Statements	section	of	our	report.		We	are	independent	of	the	Edam	Credit	Union
Limited	 in	 accordance	 with	 the	 ethical	 requirements	 that	 are	 relevant	 to	 our	 audit	 of	 the	 financial
statements	in	Canada,	and	we	have	fulfilled	our	other	ethical	responsibilities	in	accordance	with	these
requirements.	 	We	believe	 that	 the	audit	evidence	we	have	obtained	 is	 sufficient	and	appropriate	 to
provide	a	basis	for	our	opinion.

Responsibilities	of	Management	and	Those	Charged	with	Governance	for	the	Financial	Statements

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

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

Those	charged	with	governance	are	responsible	 for	overseeing	the	organization’s	 financial	reporting
process.
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Auditors'	Responsibilities	for	the	Audit	of	the	Financial	Statements

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

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

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

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

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

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

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

Chartered	Professional	Accountants

North	Battleford,	Saskatchewan
March	21,	2019
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EDAM	CREDIT	UNION	LIMITED

STATEMENT	OF	PROFIT	AND	COMPREHENSIVE	INCOME
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

2018 2017

INTEREST	INCOME
Loan	and	lease	interest $ 1,852,002 $ 1,657,696
Investments 326,216 180,262

2,178,218 1,837,958

INTEREST	EXPENSE
Borrowed	money 4,787 6,486
Deposits	 285,326 214,388

290,113 220,874

NET	INTEREST	INCOME 1,888,105 1,617,084

Provision	for	credit	losses		 (391,894) (91,318)

NET	INTEREST	MARGIN 1,496,211 1,525,766

FEE	AND	COMMISSION	INCOME 258,604 230,066

OPERATING	EXPENSES
Personnel	 729,060 730,724
Security 49,786 45,189
Organizational	 66,595 49,429
Occupancy	 107,695 89,501
General	business	 407,959 413,092

1,361,095 1,327,935

PROFIT	BEFORE	PROVISION	FOR	INCOME	TAX 393,720 427,897

Income	tax	expense	(Note	22) 50,728 59,690

PROFIT	AND	COMPREHENSIVE
INCOME	FOR	THE	YEAR $ 342,992 $ 368,207

See	accompanying	notes
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EDAM	CREDIT	UNION	LIMITED

STATEMENT	OF	RETAINED	EARNINGS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

2018 2017

RETAINED	EARNINGS	at	beginning	of	year $ 4,924,536 $ 4,556,329

Profit	and	comprehensive	income	for	the	year 342,992 368,207

RETAINED	EARNINGS	at	end	of	year $ 5,267,528 $ 4,924,536

See	accompanying	notes
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EDAM	CREDIT	UNION	LIMITED

STATEMENT	OF	CASH	FLOWS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

2018 2017

CASH	FLOWS	PROVIDED	BY	OPERATING	ACTIVITIES
Profit	and	comprehensive	income	for	the	year $ 342,992 $ 368,207
Items	not	requiring	cash

Provision	for	credit	losses 391,894 91,318
Amortization 64,680 65,725
Interest	and	dividend	revenue (2,178,218) (1,837,958)
Interest	expense 290,113 220,874
Income	tax	expense 50,728 59,690

(1,037,811) (1,032,144)
Net	change	in	non‐cash	working	capital

Decrease	(increase)	in	other	assets 11,818 (8,238)
Increase	in	deposits 5,102,720 3,687,123
Increase	(decrease)	in	other	liabilities (1,902) 8,422
Increase	in	loans (44,584) (3,536,363)

5,068,052 150,944

4,030,241 (881,200)
Cash	generated	from	operations

Interest	received 2,153,134 1,825,419
Interest	paid (265,026) (221,567)
Income	taxes	paid (57,098) (40,997)

5,861,251 681,655

CASH	FLOWS	USED	BY	INVESTING	ACTIVITIES
Increase	in	investments (5,307,004) (420,125)
Additions	to	property,	plant	and	equipment (109,207)

(5,416,211) (420,125)

CASH	FLOWS	USED	BY	FINANCING	ACTIVITIES
Decrease	in	membership	shares (6,504) (10,157)

NET	INCREASE	IN	CASH	AND	CASH	EQUIVALENTS 			 438,536 			 251,373

CASH	AND	CASH	EQUIVALENTS
at	beginning	of	year 971,139 719,766

CASH	AND	CASH	EQUIVALENTS	
at	end	of	year	 $ 1,409,675 $ 971,139

See	accompanying	notes
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EDAM	CREDIT	UNION	LIMITED

SCHEDULE	OF	OPERATING	EXPENSES
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

2018 2017

PERSONNEL
Salaries $ 562,276 $ 552,152
Canada	pension	plan 20,335 20,498
Contract	personnel 7,219
Employee	benefits 40,758 42,079
Employee	development 4,851 6,485
Employee	travel	 6,992 7,392
Employment	insurance 9,684 8,025
Other	personnel	expense 42,107 45,538
Superannuation 42,057 41,336

729,060 730,724

MEMBER	SECURITY
Blanket	bond	insurance	 9,666 7,424
CUDGC	assessment 36,562 33,613
Life	savings	and	loan	insurance 3,558 4,152

49,786 45,189

ORGANIZATIONAL
Annual	general	meeting 903 1,248
Credit	Union	Central	dues 11,012 12,424
Officials	liability	insurance 2,383 2,199
Officials	remuneration 13,545 16,495
Officials	travel	and	training 3,782 7,589
Other	organization 34,970 9,474

66,595 49,429

OCCUPANCY
Building	amortization 52,225 48,892
Building	and	fire	insurance 5,038 4,573
Building	and	land	taxes 6,382 6,036
Building	maintenance 33,541 20,347
Utilities 10,509 9,653

107,695 89,501

See	accompanying	notes
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EDAM	CREDIT	UNION	LIMITED

SCHEDULE	OF	OPERATING	EXPENSES
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

2018 2017
GENERAL	BUSINESS

Advertising	and	educational 14,559 22,999
AML	compliance	support 12,663 17,006
Armoured	car	service 5,656 5,719
ATM 15,236 14,313
Audit 56,580 42,778
Cash	shortage 33 (162)
CEAMS	development (1,503) 925
Computer	costs 128,404 130,811
Courier 2,742 2,334
CSBFA	fees 12,583 10,674
CUDF	fees 31,176 41,896
CUC	product	support 13,417 14,371
Equipment	amortization 12,455 16,833
Equipment	insurance 5,476 4,408
Equipment	maintenance 1,525 873
Equipment	rental 215 308
E‐transfer 6,640 3,991
Foreign	exchange (4,482) (4,445)
Fraud	loss 4,257
Legal	and	registration	fees 3,515 3,448
Office	supplies,	copiers,	printers 8,832 7,848
Postage 12,158 12,593
RRSP	administration	fee 2,540 2,500
Small	equipment	purchases 456
Service	and	clearing	charges 28,430 28,286
Telephone 12,092 11,837
Wealth	services 12,711 10,869
Other 9,593 10,079

407,959 413,092

$ 1,361,095 $ 1,327,935

See	accompanying	notes
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

1. REPORTING	ENTITY

Edam	Credit	Union	Limited	is	a	credit	union	domiciled	in	Canada.		The	address	of	the	credit	union's
registered	office	is	Edam,	Saskatchewan.		The	credit	union	is	a	financial	service	provider.

The	 credit	 union	 was	 continued	 pursuant	 to	 The	 Credit	 Union	 Act,	 1998	 of	 the	 Province	 of
Saskatchewan.		The	credit	union	serves	members	in	Edam	and	the	surrounding	area.		In	accordance
with	The	Credit	Union	Act,	1998,	Credit	Union	Deposit	Guarantee	Corporation	(CUDGC),	a	provincial
corporation,	guarantees	the	repayment	of	all	deposits	held	in	Saskatchewan	credit	unions,	including
accrued	interest.

2. BASIS	OF	ACCOUNTING

The	financial	statements	have	been	prepared	in	accordance	with	International	Financial	Reporting
Standards	(IFRS)	as	issued	by	the	International	Accounting	Standards	Board	(IASB).		

The	 financial	 statements	 for	 the	year	ended	December	31,	2018	were	authorized	 for	 issue	by	the
board	of	directors	on	March	21,	2019.

3. USE	OF	JUDGEMENTS	AND	ESTIMATES

In	 preparing	 these	 financial	 statements,	 management	 has	 made	 judgements,	 estimates	 and
assumptions	 that	affect	 the	application	of	 the	 credit	union’s	accounting	policies	and	 the	 reported
amounts	of	assets,	liabilities,	income	and	expenses.		Actual	results	may	differ	from	these	estimates.	

Estimates	and	underlying	assumptions	are	 reviewed	on	an	ongoing	basis.	 	Revisions	 to	estimates
are	recognized	prospectively.

(a) Judgements

Information	 about	 judgements	 made	 in	 applying	 accounting	 policies	 that	 have	 the	 most
significant	effects	on	the	amounts	recognized	in	the	financial	statements	include	the	following:

(i) Classification	 of	 financial	 assets:	 	 assessment	 of	 the	 business	 model	 within	 which	 the
assets	are	held	and	assessment	of	whether	the	contractual	terms	of	the	financial	asset	are
solely	payments	of	principal	and	interest	on	the	principal	amount	outstanding.

(ii) Securitizations:	determination	of	both	the	degree	of	transfer	of	risks	and	rewards/control
on	assets	transferred	to	another	entity.

(b) Assumptions	and	Estimation	Uncertainties

Information	 about	 assumptions	 and	 estimation	 uncertainties	 that	 have	 a	 significant	 risk	 of
resulting	in	a	material	adjustment	in	the	year	ended	December	31,	2018	include	the	following:
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

3. USE	OF	JUDGEMENTS	AND	ESTIMATES	(continued)

(b) Assumptions	and	Estimation	Uncertainties	(continued)

(i) Impairment	of	financial	 instruments:	 	assessment	of	whether	credit	risk	on	the	financial
asset	 has	 increased	 significantly	 since	 initial	 recognition	 and	 incorporation	 of	 forward‐
looking	information	in	the	measurement	of	ECL.

(ii) Determination	 of	 the	 fair	 value	 of	 financial	 instruments	 with	 significant	 unobservable
inputs.

(iii) Recognition	 of	 deferred	 tax	 assets:	 	 availability	 of	 future	 taxable	 profit	 against	 which
carry‐forward	tax	losses	can	be	used.

(iv) Recognition	and	measurement	of	provisions	and	contingencies:	 	key	assumptions	about
the	likelihood	and	magnitude	of	an	outflow	of	resources.

(v) Impairment	 of	 financial	 instruments:	 	 key	 assumptions	 used	 in	 estimating	 recoverable
cash	flows.

4. FUNCTIONAL	AND	PRESENTATION	CURRENCY

These	financial	statements	are	presented	in	Canadian	dollars,	which	is	the	credit	union's	functional
currency.		

5. BASIS	OF	MEASUREMENT

The	 financial	 statements	 have	 been	 prepared	 on	 a	 historical	 cost	 basis,	 except	 for	 the	 following
material	items.

Items Measurement	basis

Financial	instruments	at	FVTPL Fair	value

Financial	assets	at	FVOCI Fair	value

Recognized	 financial	 assets	 and
financial	 liabilities	 designated	 	 as
hedged	 items	 in	 qualifying	 fair
value	 hedging	 relationships	 (which
otherwise	 would	 have	 been
amortized	cost)

Amortized	cost	adjusted	for	hedging	gain	or	loss

6. SIGNIFICANT	ACCOUNTING	POLICIES

The	 significant	 accounting	 policies	 used	 in	 the	 preparation	 of	 these	 financial	 statements	 are
summarized	below.		These	accounting	policies	have	been	applied	consistently	to	all	years	presented
in	these	financial	statements.
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(a) Interest

(i) Effective	interest	rate

Interest	 income	and	expense	are	recognized	 in	profit	or	 loss	using	the	effective	 interest
method.		The	effective	interest	rate	is	the	rate	that	exactly	discounts	estimated	future	cash
payments	or	receipts	through	the	expected	life	of	the	financial	instrument	to:

 the	gross	carrying	amount	of	the	financial	asset;	or
 the	amortized	cost	of	the	financial	liability.

When	 calculating	 the	 effective	 interest	 rate	 for	 financial	 instruments	 other	 than	 credit
impaired	assets,	 the	credit	union	estimates	future	cash	flows	considering	all	contractual
terms	 of	 the	 financial	 instrument,	 but	 not	 expected	 credit	 losses.	 	 For	 credit‐impaired
assets,	 the	credit	union	estimates	 future	cash	 flows	considering	all	 contractual	 terms	of
the	 financial	 instrument,	 but	 not	 expected	 credit	 losses.	 	 For	 credit‐impaired	 financial
assets,	 a	 credit‐adjusted	effective	 interest	 rate	 is	 calculated	using	estimated	 future	cash
flows	including	expected	credit	losses.

The	calculation	of	the	effective	interest	rate	includes	transaction	costs	and	fees	and	points
paid	or	received	that	are	an	integral	part	of	the	effective	interest	rate.		Transaction	costs
include	 incremental	 costs	 that	 are	 directly	 attributable	 to	 the	 acquisition	 or	 issue	 of	 a
financial	asset	or	financial	liability.

(ii) Amortized	cost	and	gross	carrying	amount

The	 amortized	 cost	 of	 a	 financial	 asset	 or	 financial	 liability	 is	 the	 amount	 at	which	 the
financial	asset	or	financial	liability	is	measured	on	initial	recognition	minus	the	principal
repayments,	 plus	 or	 minus	 the	 cumulative	 amortization	 using	 the	 effective	 interest
method	of	any	difference	between	that	 initial	amount	and	the	maturity	amount	and,	 for
financial	assets,	adjusted	for	any	expected	credit	loss	allowance.

The	gross	 carrying	amount	of	 a	 financial	asset	 is	 the	amortized	cost	of	a	 financial	asset
before	adjusting	for	any	expected	credit	loss	allowance.

(iii) Calculation	of	interest	income	and	expense

In	 calculating	 interest	 income	 and	 expense,	 the	 effective	 interest	 rate	 is	 applied	 to	 the
gross	 carrying	 amount	 of	 the	 asset	 (when	 the	 asset	 is	 not	 credit‐impaired)	 or	 to	 the
amortized	cost	of	the	liability.		

However,	 for	 financial	 assets	 that	 have	 become	 credit‐impaired	 subsequent	 to	 initial
recognition,	 interest	 income	 is	 calculated	 by	 applying	 the	 effective	 interest	 rate	 to	 the
amortized	cost	of	 the	 financial	asset.	 	 If	 the	asset	 is	no	 longer	credit‐impaired,	 then	 the
calculation	of	interest	income	reverts	to	the	gross	basis.
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(a) Interest	(continued)

(iii) Calculation	of	interest	income	and	expense	(continued)

For	 financial	 assets	 that	were	 credit‐impaired	 on	 initial	 recognition,	 interest	 income	 is
calculated	by	applying	the	credit‐adjusted	effective	interest	rate	to	the	amortized	cost	of
the	asset.		The	calculation	of	interest	income	does	not	revert	to	a	gross	basis,	even	if	the
credit	risk	of	the	asset	improves.

(iv) Presentation

Interest	income	and	expense	presented	in	the	statement	of	profit	or	loss	and	OCI	include:

 interest	 on	 financial	 assets	 and	 financial	 liabilities	 measured	 at	 amortized	 cost
calculated	on	an	effective	interest	basis;

 interest	on	debt	instruments	measured	at	FVOCI	calculated	on	an	effective	interest
basis;

 the	 effective	 portion	 of	 fair	 value	 changes	 in	 qualifying	 hedging	 derivatives
designated	 in	 cash	 flow	 hedges	 of	 variability	 in	 interest	 cash	 flows,	 in	 the	 same
period	as	the	hedged	cash	flows	affect	interest	income/expense;	and

 the	 effective	 portion	 of	 fair	 value	 changes	 in	 qualifying	 hedging	 derivatives
designated	in	fair	value	hedges	of	interest	rate	risk.

Interest	 income	 and	 expense	 on	 other	 financial	 assets	 and	 financial	 liabilities	 at	 FVTPL
are	presented	in	net	income	from	other	financial	instruments	at	FVTPL.

(b) Fees	and	Commission

Fee	 and	 commission	 income	and	 expense	 that	 are	 integral	 to	 the	 effective	 interest	 rate	 on	 a
financial	asset	or	financial	liability	are	included	in	the	effective	interest	rate.		Loan	fees	that	are
recognized	 using	 the	 effective	 interest	 method	 are	 included	 with	 loan	 balances	 in	 the
consolidated	statement	of	financial	position.	

Other	 fee	 and	 commission	 income	 –	 including	 account	 servicing	 fees,	 loan	 discharge	 and
administration	fees,	and	syndication	fees	–	is	recognized	as	the	related	services	are	performed.
If	a	loan	commitment	is	not	expected	to	result	in	the	draw‐down	of	a	loan,	then	the	related	loan
commitment	fee	is	recognized	on	a	straight‐line	basis	over	the	commitment	period.	

Other	 fee	 and	 commission	 expenses	 relate	mainly	 to	 transaction	 and	 service	 fees,	which	 are
expensed	as	the	services	are	received.
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(c) Net	Income	from	Other	Financial	Instruments	at	Fair	Value	through	Profit	or	Loss

Net	income	from	other	financial	instruments	at	FVTPL	relates	to	non‐trading	derivatives	held
for	risk	management	purposes	that	do	not	form	part	of	qualifying	hedge	relationships,	financial
assets	 and	 financial	 liabilities	 designated	 as	 at	 FVTPL	 and	 from	 January	 1,	 2018,	 also	 non‐
trading	 assets	 mandatorily	 measured	 at	 FVTPL.	 	 The	 line	 item	 includes	 fair	 value	 changes,
interest,	dividends	and	foreign	exchange	differences.

(d) Dividend	Income

Dividend	income	is	recognized	when	the	right	to	receive	income	is	established.		Usually,	this	is
the	ex‐dividend	date	for	quoted	equity	securities.		Dividends	are	presented	in	net	income	from
other	financial	instruments	at	FVTPL	or	other	revenue	based	on	the	underlying	classification	of
the	equity	investment.	

Dividends	on	equity	 instruments	designated	as	at	FVOCI	 that	 clearly	 represent	a	 recovery	of
part	of	the	cost	of	the	investment	are	presented	in	OCI.

(e) Financial	Assets	and	Financial	Liabilities

(i) Recognition	and	initial	measurement

The	 credit	 union	 initially	 recognizes	 loans	 and	 advances,	 deposits	 and	 mortgage
securitization	 liabilities	 on	 the	 date	 on	 which	 they	 are	 originated.	 	 All	 other	 financial
instruments	 (including	 regular‐way	 purchases	 and	 sales	 of	 financial	 assets)	 are
recognized	on	the	trade	date,	which	is	the	date	on	which	the	credit	union	becomes	a	party
to	the	contractual	provisions	of	the	instrument.	

A	financial	asset	or	financial	liability	is	measured	initially	at	fair	value	plus,	for	an	item	not
at	FVTPL,	transaction	costs	that	are	directly	attributable	to	its	acquisition	or	issue.

(ii) Classification

Financial	assets

On	initial	recognition,	a	financial	asset	is	classified	as	measured	at:	amortized	cost,	FVOCI
or	FVTPL.	

A	financial	asset	is	measured	at	amortized	cost	if	it	meets	both	of	the	following	conditions
and	is	not	designated	as	at	FVTPL:

 the	asset	is	held	within	a	business	model	whose	objective	is	to	hold	assets	to	collect
contractual	cash	flows;	and	

 the	contractual	terms	of	the	financial	asset	give	rise	on	specified	dates	to	cash	flows
that	 are	 solely	 payments	 of	 principal	 and	 interest	 on	 the	 principal	 amount
outstanding.
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(ii) Classification	(continued)

Financial	assets	(continued)

A	debt	instrument	is	measured	at	FVOCI	only	if	it	meets	both	of	the	following	conditions
and	is	not	designated	as	at	FVTPL:

 the	 asset	 is	 held	 within	 a	 business	 model	 whose	 objective	 is	 achieved	 by	 both
collecting	contractual	cash	flows	and	selling	financial	assets;	and	

 the	contractual	terms	of	the	financial	asset	give	rise	on	specified	dates	to	cash	flows
that	 are	 solely	 payments	 of	 principal	 and	 interest	 on	 the	 principal	 amount
outstanding.

On	initial	recognition	of	an	equity	investment	that	is	not	held	for	trading,	the	credit	union
may	irrevocably	elect	to	present	subsequent	changes	in	fair	value	in	OCI.	This	election	is
made	on	an	investment‐by‐investment	basis.

All	other	financial	assets	are	classified	as	measured	at	FVTPL.

In	addition,	on	initial	recognition,	the	credit	union	may	irrevocably	designate	a	financial
asset	 that	 otherwise	 meets	 the	 requirements	 to	 be	 measured	 at	 amortized	 cost	 or	 at
FVOCI	as	at	FVTPL	if	doing	so	eliminates	or	significantly	reduces	an	accounting	mismatch
that	would	otherwise	arise.

Business	model	assessment

The	credit	union	makes	an	assessment	of	 the	objective	of	a	business	model	 in	which	an
asset	is	held	at	a	portfolio	level	because	this	best	reflects	the	way	the	business	is	managed
and	information	is	provided	to	management.		The	information	considered	includes:

 the	stated	policies	and	objectives	for	the	portfolio	and	the	operation	of	those	policies
in	 practice.	 	 In	 particular,	 whether	 management’s	 strategy	 focuses	 on	 earning
contractual	interest	revenue,	maintaining	a	particular	interest	rate	profile,	matching
the	duration	of	the	financial	assets	to	the	duration	of	the	liabilities	that	are	funding
those	assets	or	realising	cash	flows	through	the	sale	of	the	assets;	

 how	the	performance	of	the	portfolio	is	evaluated	and	reported	to	the	credit	union’s
management;

 the	risks	that	affect	the	performance	of	the	business	model	(and	the	financial	assets
held	within	that	business	model)	and	how	those	risks	are	managed;

 how	 managers	 of	 the	 business	 are	 compensated	 –	 e.g.	 whether	 compensation	 is
based	on	the	fair	value	of	the	assets	managed	or	the	contractual	cash	flows	collected;
and
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(ii) Classification	(continued)

Business	model	assessment	(continued)

 the	frequency,	volume	and	timing	of	sales	in	prior	periods,	the	reasons	for	such	sales
and	 its	expectations	about	 future	sales	activity.	 	However,	 information	about	sales
activity	is	not	considered	in	isolation,	but	as	part	of	an	overall	assessment	of	how	the
credit	union’s	stated	objective	for	managing	the	financial	assets	is	achieved	and	how
cash	flows	are	realised.

Financial	assets	that	are	held	for	trading	or	managed	and	whose	performance	is	evaluated
on	 a	 fair	 value	 basis	 are	 measured	 at	 FVTPL	 because	 they	 are	 neither	 held	 to	 collect
contractual	cash	flows	nor	held	both	to	collect	contractual	cash	flows	and	to	sell	financial
assets.

The	credit	union	has	established	specific	criteria	for	financial	assets	that	are	originated	or
acquired	 for	 the	 purpose	 of	 securitization	 in	 a	 subsequent	 period.	 	 If,	 at	 origination	 or
acquisition,	 based	 on	 this	 established	 criteria	 the	 financial	 asset	 is	 expected	 to	 be
securitized	as	part	of	a	portfolio	that:

 qualifies	 for	 derecognition	 as	 detailed	 in	 (iii)	 below,	 the	 business	 objective	 of
holding	the	financial	asset	to	collect	contractual	cash	flows	is	not	met.		Such	financial
assets	are	measured	at	FVTPL;	or	

 does	 not	 qualify	 for	 derecognition,	 the	 credit	 union	 has	 elected,	 as	 its	 accounting
policy,	 to	 determine	 the	 business	 model	 based	 on	 the	 accounting	 result	 of	 the
securitization.		As	such,	the	held‐to‐collect	business	model	is	considered	to	be	met.

Assessment	whether	contractual	cash	flows	are	solely	payments	of	principal	and	interest

For	the	purposes	of	this	assessment,	‘principal’	is	defined	as	the	fair	value	of	the	financial
asset	 on	 initial	 recognition.	 	 ‘Interest’	 is	 defined	 as	 consideration	 for	 the	 time	 value	 of
money	and	for	the	credit	risk	associated	with	the	principal	amount	outstanding	during	a
particular	period	of	time	and	for	other	basic	lending	risks	and	costs	(e.g.	liquidity	risk	and
administrative	costs),	as	well	as	profit	margin.

In	 assessing	 whether	 the	 contractual	 cash	 flows	 are	 solely	 payments	 of	 principal	 and
interest,	the	credit	union	considers	the	contractual	terms	of	the	instrument.		This	includes
assessing	whether	 the	 financial	asset	 contains	a	contractual	 term	that	could	change	 the
timing	or	amount	of	contractual	cash	flows	such	that	it	would	not	meet	this	condition.		In
making	the	assessment,	the	credit	union	considers:
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(ii) Classification	(continued)

Assessment	whether	contractual	cash	flows	are	solely	payments	of	principal	and	interest
(continued)

 contingent	events	that	would	change	the	amount	and	timing	of	cash	flows;
 leverage	features;
 prepayment	and	extension	terms;
 terms	that	limit	the	credit	union’s	claim	to	cash	flows	from	specified	assets	(e.g.	non‐

recourse	asset	arrangements);	and	
 features	that	modify	consideration	of	the	time	value	of	money	–	e.g.	periodical	reset

of	interest	rates.

Reclassifications

Financial	assets	are	not	reclassified	subsequent	to	their	initial	recognition,	except	in	the
period	 after	 the	 credit	 union	 changes	 its	 business	model	 for	managing	 financial	 assets.
There	we	no	changes	to	any	of	the	credit	union	business	models	during	the	current	year
(prior	year:	Nil).

Financial	liabilities

The	credit	union	classifies	its	financial	liabilities,	other	than	financial	guarantees	and	loan
commitments,	as	measured	at	amortized	cost	or	FVTPL.

(iii) Derecognition

Financial	assets

The	 credit	 union	derecognizes	 a	 financial	 asset	when	 the	 contractual	 rights	 to	 the	 cash
flows	 from	the	 financial	asset	expire	or	 it	 transfers	 the	rights	 to	receive	 the	contractual
cash	 flows	 in	 a	 transaction	 in	 which	 substantially	 all	 of	 the	 risks	 and	 rewards	 of
ownership	 of	 the	 financial	 asset	 are	 transferred	 or	 in	 which	 the	 credit	 union	 neither
transfers	nor	retains	substantially	all	of	the	risks	and	rewards	of	ownership	and	it	does
not	retain	control	of	the	financial	asset.

On	derecognition	of	a	financial	asset,	the	difference	between	the	carrying	amount	of	the
asset	(or	the	carrying	amount	allocated	to	the	portion	of	the	asset	derecognized)	and	the
sum	 of	 (i)	 the	 consideration	 received	 (including	 any	 new	 asset	 obtained	 less	 any	 new
liability	assumed)	and	(ii)	any	cumulative	gain	or	loss	that	had	been	recognized	in	OCI	is
recognized	in	profit	or	loss.
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EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(iii) Derecognition	(continued)

Financial	assets	(continued)

From	 January	 1,	 2018	 any	 cumulative	 gain/loss	 recognized	 in	 OCI	 in	 respect	 of	 equity
investment	 securities	 designated	 as	 at	 FVOCI	 is	 not	 recognized	 in	 profit	 or	 loss	 on
derecognition	of	such	securities.	 	Any	interest	in	transferred	financial	assets	that	qualify
for	 derecognition	 that	 is	 created	 or	 retained	 by	 the	 credit	 union	 is	 recognized	 as	 a
separate	asset	or	liability.

In	transactions	in	which	the	credit	union	neither	retains	nor	transfers	substantially	all	of
the	 risks	 and	 rewards	 of	 ownership	 of	 a	 financial	 asset	 and	 it	 retains	 control	 over	 the
asset,	 the	 credit	 union	 continues	 to	 recognize	 the	 asset	 to	 the	 extent	 of	 its	 continuing
involvement,	determined	by	the	extent	to	which	 it	 is	exposed	to	changes	in	the	value	of
the	transferred	asset.

In	certain	transactions,	the	credit	union	retains	the	obligation	to	service	the	transferred
financial	 asset	 for	 a	 fee.	 	 The	 transferred	 asset	 is	 derecognized	 if	 it	 meets	 the
derecognition	criteria.	 	An	asset	or	liability	is	recognized	for	the	servicing	contract	if	the
servicing	 fee	 is	 more	 than	 adequate	 (asset)	 or	 is	 less	 than	 adequate	 (liability)	 for
performing	the	servicing.

The	 credit	 union	 periodically	 enters	 into	 asset	 transfer	 agreements	 with	 third	 parties
including	 securitization	 of	 residential	 mortgages	 into	 special	 purpose	 entities,	 such	 as
programs	sponsored	by	Canada	Mortgage	Housing	Corporation	that	issue	bonds	to	third
party	 investors.	 	 This	 includes	 securitization	 of	 insured	 residential	 mortgages	 by
participating	 in	 the	 National	 Housing	 Act	 (NHA)	 mortgage‐backed	 securities	 (MBS)
program.	 	Through	the	program,	the	credit	union	issues	securities	backed	by	residential
mortgages	that	are	insured	against	borrower’s	default.		All	securitization	transactions	are
reviewed	 and	 assessed	 based	 on	 the	 above‐noted	 derecognition	 criteria.	 	 In	 instances
where	 the	 credit	 union’s	 securitizations	 do	 not	 qualify	 for	 derecognition	 based	 on	 the
above	criteria,	the	credit	union	does	not	derecognize	the	transferred	financial	assets	but
records	a	secured	borrowing	with	respect	to	any	consideration	received.

For	securitizations	that	result	in	derecognition,	interests	in	the	securities	financial	assets
are	generally	retained	in	the	form	of	senior	or	subordinated	tranches,	interest‐only	strips
or	 other	 residual	 interests	 (retained	 interests).	 	 Retained	 interests	 are	 recognized	 as
investment	 securities	 and	 carried	 at	 FVOCI.	 	 Gains	 or	 losses	 on	 securitizations	 are
recorded	in	other	revenue.

Before	 January	1,	2018,	retained	interests	were	primarily	classified	as	available‐for‐sale
investment	securities	and	carried	at	FVTOCI.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(iii) Derecognition	(continued)

Financial	liabilities

The	 credit	 union	 derecognizes	 a	 financial	 liability	 when	 its	 contractual	 obligations	 are
discharged	or	cancelled,	or	expire.

(iv) Modifications	of	financial	assets	and	financial	liabilities

Financial	assets

If	the	terms	of	a	financial	asset	are	modified,	the	credit	union	evaluates	whether	the	cash
flows	of	the	modified	asset	are	substantially	different.		If	the	cash	flows	are	substantially
different,	 then	 the	 contractual	 rights	 to	 cash	 flows	 from	 the	 original	 financial	 asset	 are
deemed	 to	have	expired.	 	 In	 this	 case,	 the	original	 financial	asset	 is	derecognized	and	a
new	financial	asset	is	recognized	at	fair	value.

If	 the	 cash	 flows	 of	 the	 modified	 asset	 carried	 at	 amortized	 cost	 are	 not	 substantially
different,	then	the	modification	does	not	result	in	derecognition	of	the	financial	asset.		In
this	 case,	 the	 credit	 union	 recalculates	 the	 gross	 carrying	 amount	 of	 the	 financial	 asset
and	 recognizes	 the	 amount	 arising	 from	 adjusting	 the	 gross	 carrying	 amount	 as	 a
modification	gain	or	loss	in	profit	or	loss.		If	such	a	modification	is	carried	out	because	of
financial	 difficulties	 of	 the	 borrower,	 then	 the	 gain	 or	 loss	 is	 presented	 together	 with
impairment	losses.		In	other	cases,	it	is	presented	as	interest	income.

Financial	liabilities

The	 credit	 union	derecognizes	 a	 financial	 liability	when	 its	 terms	 are	modified	 and	 the
cash	flows	of	the	modified	liability	are	substantially	different.		In	this	case,	a	new	financial
liability	based	on	the	modified	terms	is	recognized	at	fair	value.		The	difference	between
the	carrying	amount	of	 the	 financial	 liability	extinguished	and	the	new	financial	 liability
with	modified	terms	is	recognized	in	profit	or	loss.

(v) Offsetting

Financial	 assets	 and	 financial	 liabilities	 are	 offset	 and	 the	 net	 amount	 presented	 in	 the
statement	 of	 financial	 position	 when,	 and	 only	 when,	 the	 credit	 union	 currently	 has	 a
legally	enforceable	right	to	set	off	the	amounts	and	it	intends	either	to	settle	them	on	a	net
basis	or	to	realise	the	asset	and	settle	the	liability	simultaneously.

Income	and	expenses	are	presented	on	a	net	basis	only	when	permitted	under	IFRS,	or	for
gains	and	losses	arising	from	a	credit	union	of	similar	transactions.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(vi) Fair	value	measurement

The	 fair	 value	 of	 a	 financial	 instrument	 is	 the	 amount	 for	 which	 an	 asset	 could	 be
exchanged,	 or	 a	 liability	 settled,	 between	 knowledgeable,	 willing	 parties	 in	 an	 arm's
length	transaction	on	the	measurement	date.

Fair	values	are	determined	where	possible	by	reference	to	quoted	bid	or	asking	prices	in
an	 active	market.	 	 In	 the	 absence	 of	 an	 active	market,	 the	 credit	 union	determines	 fair
value	 based	 on	 internal	 or	 external	 valuation	 models,	 such	 as	 discounted	 cash	 flow
analysis	or	using	observable	market	based	inputs	(bid	and	ask	price)	for	instruments	with
similar	characteristics	and	risk	profiles.

The	credit	union	classifies	fair	value	measurements	of	financial	instruments	recognized	in
the	 statement	 of	 financial	 position	 using	 the	 following	 three	 tier	 fair	 value	 hierarchy,
which	reflects	the	significance	of	the	inputs	used	in	measuring	fair	value	as	follows:

Level	1: Quoted	market	prices	(unadjusted)	are	available	in	active	markets	for	identical
assets	or	liabilities;

Level	2: Fair	value	measurements	are	derived	from	inputs	other	than	quoted	prices	that
are	included	within	level	1	that	are	observable	for	the	asset	or	liability,	either	directly	or
indirectly;	and

Level	3: Fair	 value	 measurements	 derived	 from	 valuation	 techniques	 that	 include
significant	unobservable	inputs.

Fair	 value	measurements	 are	 classified	 in	 the	 fair	 value	 hierarchy	 based	 on	 the	 lowest
level	 input	 that	 is	 significant	 to	 that	 fair	value	measurement.	 	This	assessment	 requires
judgement,	considering	factors	specific	to	an	asset	or	a	liability	and	may	affect	placement
within	the	fair	value	hierarchy.

(vii) Impairment

The	 credit	 union	 recognizes	 loss	 allowances	 for	 ECL	 on	 the	 following	 financial
instruments	that	are	not	measured	at	FVTPL:

 financial	 assets	 that	 are	 debt	 instruments	 (loans	 and	 advances	 and	 certain
investment	securities);

 lease	receivables;
 financial	guarantee	contracts	issued;	and
 loan	commitments	issued.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(vii) Impairment	(continued)

No	impairment	loss	is	recognized	on	equity	investments.

The	credit	union	measures	loss	allowances	at	an	amount	equal	to	lifetime	ECL,	except	for
the	following,	for	which	they	are	measured	as	12‐month	ECL:

 debt	 investment	 securities	 that	 are	 determined	 to	 have	 low	 credit	 risk	 at	 the
reporting	date;	and

 other	 financial	 instruments	(other	 than	 lease	receivables)	on	which	credit	risk	has
not	increased	significantly	since	their	initial	recognition	(see	Note	18(A)(iii)).	

Loss	allowances	for	lease	receivables	are	always	measured	at	an	amount	equal	to	lifetime
ECL.	

The	credit	union	considers	a	debt	security	to	have	low	credit	risk	when	their	credit	risk
rating	is	equivalent	to	the	globally	understood	definition	of	‘investment	grade’.	

12	 month	 ECL	 are	 the	 portion	 of	 ECL	 that	 result	 from	 default	 events	 on	 a	 financial
instrument	that	are	possible	within	the	12	months	after	the	reporting	date.

Measurement	of	ECL

ECL	are	a	probability‐weighted	estimate	of	credit	losses.		They	are	measured	as	follows:

 financial	 assets	 that	 are	 not	 credit‐impaired	 at	 the	 reporting	 date:	 as	 the	 present
value	 of	 all	 cash	 shortfalls	 (i.e.	 the	 difference	 between	 the	 cash	 flows	 due	 to	 the
credit	union	in	accordance	with	the	contract	and	the	cash	flows	that	the	credit	union
expects	to	receive);

 financial	 assets	 that	 are	 credit‐impaired	 at	 the	 reporting	 date:	 as	 the	 difference
between	the	gross	carrying	amount	and	the	present	value	of	estimated	future	cash
flows;

 undrawn	 loan	 commitments:	 as	 the	 present	 value	 of	 the	 difference	 between	 the
contractual	cash	flows	that	are	due	to	the	credit	union	if	the	commitment	is	drawn
down	and	the	cash	flows	that	the	credit	union	expects	to	receive;	and

 financial	guarantee	contracts:	 the	expected	payments	 to	 reimburse	 the	holder	 less
any	amounts	that	the	credit	union	expects	to	recover.

Restructured	financial	assets

If	the	terms	of	a	financial	asset	are	renegotiated	or	modified	or	an	existing	financial	asset
is	 replaced	 with	 a	 new	 one	 due	 to	 financial	 difficulties	 of	 the	 borrower,	 then	 an
assessment	 is	made	of	whether	 the	 financial	 asset	 should	be	derecognized	and	ECL	are
measured	as	follows.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(vii) Impairment	(continued)

Restructured	financial	assets	(continued)

 If	 the	 expected	 restructuring	will	 not	 result	 in	 derecognition	 of	 the	 existing	 asset,
then	the	expected	cash	flows	arising	from	the	modified	financial	asset	are	included
in	calculating	the	cash	shortfalls	from	the	existing	asset.

 If	 the	expected	restructuring	will	result	 in	derecognition	of	the	existing	asset,	 then
the	 expected	 fair	 value	of	 the	new	asset	 is	 treated	 as	 the	 final	 cash	 flow	 from	 the
existing	financial	asset	at	the	time	of	its	derecognition.	 	This	amount	is	included	in
calculating	 the	cash	shortfalls	 from	the	existing	 financial	asset	 that	are	discounted
from	 the	 expected	 date	 of	 derecognition	 to	 the	 reporting	 date	 using	 the	 original
effective	interest	rate	of	the	existing	financial	asset.

Credit	impaired	financial	assets

At	 each	 reporting	 date,	 the	 credit	 union	 assesses	 whether	 financial	 assets	 carried	 at
amortized	cost	and	debt	financial	assets	carried	at	FVOCI	are	credit‐impaired.		A	financial
asset	is	‘credit‐impaired’	when	one	or	more	events	that	have	a	detrimental	impact	on	the
estimated	future	cash	flows	of	the	financial	asset	have	occurred.	

Evidence	that	a	financial	asset	is	credit‐impaired	includes	the	following	observable	data:

 significant	financial	difficulty	of	the	borrower	or	issuer;
 a	breach	of	contract	such	as	a	default	or	past	due	event;
 the	restructuring	of	a	 loan	or	advance	by	the	credit	union	on	terms	that	the	credit

union	would	not	consider	otherwise;
 it	 is	becoming	probable	that	the	borrower	will	enter	bankruptcy	or	other	financial

reorganization;	or
 the	disappearance	of	an	active	market	for	a	security	because	of	financial	difficulties.

A	 loan	 that	has	been	 renegotiated	due	 to	a	deterioration	 in	 the	borrower’s	 condition	 is
usually	 considered	 to	 be	 credit‐impaired	 unless	 there	 is	 evidence	 that	 the	 risk	 of	 not
receiving	 contractual	 cash	 flows	 has	 reduced	 significantly	 and	 there	 are	 no	 other
indicators	of	impairment.		In	addition,	a	retail	loan	that	is	overdue	for	90	days	or	more	is
considered	impaired.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(vii) Impairment	(continued)

Credit	impaired	financial	assets	(continued)

In	making	an	assessment	of	whether	an	investment	in	debt	securities	is	credit‐impaired,
the	credit	union	considers	the	following	factors.

 The	market’s	assessment	of	creditworthiness	as	reflected	in	the	bond	yields.
 The	rating	agencies’	assessments	of	creditworthiness.
 The	issuer’s	ability	to	access	the	capital	markets	for	new	debt	issuance.
 The	 probability	 of	 debt	 being	 restructured,	 resulting	 in	 holders	 suffering	 losses

through	voluntary	or	mandatory	debt	forgiveness.

Presentation	of	allowance	for	ECL	are	presented	in	the	statement	of	financial	position

Loss	allowances	for	ECL	are	presented	in	the	statement	of	financial	position	as	follows:

 financial	assets	measured	at	amortized	cost:	as	a	deduction	from	the	gross	carrying
amount	of	the	assets;

 loan	commitments	and	financial	guarantee	contracts:	generally,	as	a	provision;
 where	 a	 financial	 instrument	 includes	 both	 a	 drawn	 and	 an	 undrawn	 component,

and	 the	 credit	 union	 cannot	 identify	 the	ECL	on	 the	 loan	 commitment	 component
separately	 from	 those	 on	 the	 drawn	 component:	 the	 credit	 union	 presents	 a
combined	loss	allowance	for	both	components.		The	combined	amount	is	presented
as	a	deduction	from	the	gross	carrying	amount	of	the	drawn	component.		Any	excess
of	the	loss	allowance	over	the	gross	amount	of	the	drawn	component	is	presented	as
a	provision;	and

 debt	 instruments	 measured	 at	 FVOCI:	 no	 loss	 allowance	 is	 recognized	 in	 the
statement	of	financial	position	because	the	carrying	amount	of	these	assets	is	their
fair	 value.	 	 However,	 the	 loss	 allowance	 is	 disclosed	 and	 is	 recognized	 in	 the	 fair
value	reserve.

Write	off

Loans	 and	 debt	 securities	 are	 written	 off	 (either	 partially	 or	 in	 full)	 when	 there	 is	 no
realistic	 prospect	 of	 recovery.	 	 This	 is	 generally	 the	 case	 when	 the	 credit	 union
determines	 that	 the	 borrower	 does	 not	 have	 assets	 or	 sources	 of	 income	 that	 could
generate	 sufficient	 cash	 flows	 to	 repay	 the	 amounts	 subject	 to	 the	write‐off.	 	However,
financial	assets	that	are	written	off	could	still	be	subject	to	enforcement	activities	in	order
to	comply	with	the	credit	union’s	procedures	for	recovery	of	amounts	due.

Page	23



EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(e) Financial	Assets	and	Financial	Liabilities	(continued)

(viii) Designation	of	fair	value	through	profit	or	loss

Financial	assets

At	initial	recognition,	the	credit	union	has	designated	certain	financial	assets	as	at	FVTPL
because	 this	 designation	 eliminates	 or	 significantly	 reduces	 an	 accounting	 mismatch,
which	would	otherwise	arise.	

Financial	liabilities	

The	 credit	union	has	designated	 certain	 financial	 liabilities	 as	 at	FVTPL	 in	either	of	 the
following	circumstances:

 the	liabilities	are	managed,	evaluated	and	reported	internally	on	a	fair	value	basis;
or

 the	 designation	 eliminates	 or	 significantly	 reduces	 an	 accounting	 mismatch	 that
would	otherwise	arise.

(f) Derivatives	Held	for	Risk	Management	Purposes	and	Hedge	Accounting

Management	does	not	employ	the	use	of	derivatives	or	non‐derivative	hedging	instruments	for
risk	management	purposes.

(g) Cash	and	Cash	Equivalents

Cash	 and	 cash	 equivalents	 include	notes	 and	 coins	on	hand,	 unrestricted	balances	held	with
centrals	and	highly	liquid	financial	assets	with	original	maturities	of	three	months	or	less	from
the	date	of	acquisition	that	are	subject	to	an	insignificant	risk	of	changes	in	their	fair	value,	and
are	used	by	the	credit	union	in	the	management	of	its	short‐term	commitments.	

Cash	and	cash	equivalents	are	carried	at	amortized	cost	in	the	statement	of	financial	position.

(h) Loans	and	Advances

Loans	and	advances	captions	in	the	statement	of	financial	position	include:

 loans	and	advances	measured	at	amortized	cost;	they	are	initially	measured	at	fair
value	plus	incremental	direct	transaction	costs,	and	subsequently	at	their	amortized
cost	using	the	effective	interest	method;
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(h) Loans	and	Advances	(continued)

Loans	and	advances	captions	in	the	statement	of	financial	position	include:	(continued)

 loans	 and	 advances	 mandatorily	 measured	 at	 FVTPL	 or	 designated	 as	 at	 FVTPL;
these	are	measured	at	 fair	value	with	changes	recognized	 immediately	 in	profit	or
loss;	and

 finance	lease	receivables.

When	the	credit	union	purchases	a	financial	asset	and	simultaneously	enters	into	an	agreement
to	 resell	 the	asset	 (or	a	 substantially	 similar	asset)	at	a	 fixed	price	on	a	 future	date	 (reverse
repo	 or	 stock	 borrowing),	 the	 arrangement	 is	 accounted	 for	 as	 a	 loan	 or	 advance,	 and	 the
underlying	asset	is	not	recognized	in	the	credit	union’s	financial	statements.

(i) Investment	Securities

The	‘investment	securities’	caption	in	the	statement	of	financial	position	includes:

 debt	investment	securities	measured	at	amortized	cost;	these	are	initially	measured
at	 fair	 value	 plus	 incremental	 direct	 transaction	 costs,	 and	 subsequently	 at	 their
amortized	cost	using	the	effective	interest	method;

 debt	 and	 equity	 investment	 securities	 mandatorily	 measured	 at	 FVTPL	 or
designated	as	at	FVTPL;	these	are	at	fair	value	with	changes	recognized	immediately
in	profit	or	loss;

 debt	securities	measured	at	FVOCI;	and
 equity	investment	securities	designated	as	at	FVOCI.

For	debt	securities	measured	at	FVOCI,	gains	and	losses	are	recognized	in	OCI,	except	for	the
following,	 which	 are	 recognized	 in	 profit	 or	 loss	 in	 the	 same	manner	 as	 for	 financial	 assets
measured	at	amortized	cost:

 interest	revenue	using	the	effective	interest	method;
 ECL	and	reversals;	and
 foreign	exchange	gains	and	losses.

When	debt	security	measured	at	FVOCI	is	derecognized,	the	cumulative	gain	or	loss	previously
recognized	in	OCI	is	reclassified	from	equity	to	profit	or	loss.

	 The	 credit	 union	 elects	 to	 present	 in	OCI	 changes	 in	 the	 fair	 value	 of	 certain	 investments	 in
equity	 instruments	 that	are	not	held	 for	 trading.	 	The	election	 is	made	on	an	 instrument‐by‐
instrument	basis	on	initial	recognition	and	is	irrevocable.

Gains	 and	 losses	 on	 such	 equity	 instruments	 are	 never	 reclassified	 to	 profit	 or	 loss	 and	 no
impairment	 is	 recognized	 in	profit	 or	 loss.	 	Dividends	are	 recognized	 in	profit	or	 loss	unless
they	clearly	represent	a	recovery	of	part	of	the	cost	of	the	investment,	in	which	case	they	are
recognized	in	OCI.	 	Cumulative	gains	and	losses	recognized	in	OCI	are	transferred	to	retained
earnings	on	disposal	of	an	investment.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(j) Borrowings	and	Deposits,	and	Membership	Shares

Borrowings	and	deposits,	and	membership	shares	are	the	credit	union’s	sources	of	funding.

When	the	credit	union	sells	a	 financial	asset	and	simultaneously	enters	 into	an	agreement	to
repurchase	the	asset	(or	a	similar	asset)	at	a	fixed	price	on	a	future	date	(sale‐and	repurchase
agreement),	the	arrangement	is	accounted	for	as	a	borrowing	and	deposit,	and	the	underlying
asset	continues	to	be	recognized	in	the	credit	union’s	financial	statements.

The	credit	union	classifies	capital	 instruments	as	 financial	 liabilities	or	equity	 instruments	 in
accordance	with	the	substance	of	the	contractual	terms	of	the	instruments.		The	credit	union’s
redeemable	 shares	 are	 redeemable	 at	 the	 option	 of	 the	 holder,	 and	 are	 therefore	 included
within	liabilities.

Borrowings	and	deposits	and	membership	shares	 that	are	classified	as	 liabilities	are	 initially
measured	at	fair	value	minus	incremental	direct	transaction	costs,	and	subsequently	measured
at	 their	 amortized	 cost	 using	 the	 effective	 interest	 method,	 except	 where	 the	 credit	 union
designates	liabilities	at	FVTPL.	

When	the	credit	union	designates	a	financial	liability	as	at	FVTPL,	the	amount	of	change	in	the
fair	value	of	the	liability	that	is	attributable	to	changes	in	its	credit	risk	is	presented	in	OCI	as	a
liability	credit	reserve.		On	initial	recognition	of	the	financial	liability,	the	credit	union	assesses
whether	presenting	the	amount	of	change	in	the	fair	value	of	the	liability	that	is	attributable	to
credit	risk	in	OCI	would	create	or	enlarge	an	accounting	mismatch	in	profit	or	loss.	

Amounts	presented	in	the	liability	credit	reserve	are	not	subsequently	transferred	to	profit	or
loss.		When	these	instruments	are	derecognized,	the	related	cumulative	amount	in	the	liability
credit	reserve	is	transferred	to	retained	earnings.

(k) Financial	Guarantees	and	Loan	Commitments

Financial	guarantees’	are	contracts	that	require	the	credit	union	to	make	specified	payments	to
reimburse	the	holder	for	a	loss	that	it	incurs	because	a	specified	debtor	fails	to	make	payment
when	it	is	due	in	accordance	with	the	terms	of	a	debt	instrument.		‘Loan	commitments’	are	firm
commitments	to	provide	credit	under	pre‐specified	terms	and	conditions.

Financial	guarantees	issued	or	commitments	to	provide	a	loan	at	a	below‐market	interest	rate
are	 initially	measured	 at	 fair	 value	 and	 the	 initial	 fair	 value	 is	 amortized	over	 the	 life	 of	 the
guarantee	or	the	commitment.		Subsequently,	they	are	measured	as	follows:

 from	January	1,	2018:	at	the	higher	of	this	amortized	amount	and	the	amount	of	loss
allowance;	and
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(k) Financial	Guarantees	and	Loan	Commitments	(continued)

 before	January	1,	2018:	at	the	higher	of	this	amortized	amount	and	the	present	value
of	any	expected	payment	to	settle	the	 liability	when	a	payment	under	the	contract
has	become	probable.

The	credit	union	has	issued	no	loan	commitment	that	are	measured	at	FVTPL.

For	other	loan	commitments	the	credit	union	recognizes	loss	allowance.

Liabilities	 arising	 from	 financial	 guarantees	 and	 loan	 commitments	 are	 included	 within
provisions.

(l) Assets	Held	for	Sale

Assets	 are	 considered	 held	 for	 sale	 if	 their	 carrying	 amount	 will	 be	 recovered	 principally
through	a	sale	transaction	rather	than	through	continuing	use.		This	condition	is	met	only	when
the	sale	is	highly	probable	and	the	asset	is	available	for	immediate	sale	in	its	present	condition.
Management	must	be	committed	to	the	sale,	which	should	be	expected	to	be	completed	within
one	year	from	the	date	of	classification.

Assets	classified	as	held	for	sale	are	measured	at	the	lower	of	their	previous	carrying	amount
and	fair	value	less	cost	to	sell.

(m) Property,	Plant	and	Equipment

Property,	 plant	 and	 equipment	 are	 reported	 at	 cost	 less	 accumulated	 amortization	 and	 any
accumulated	impairment	losses.		Amortization	is	calculated	using	the	straight	line	method	over
the	estimated	useful	life	of	the	related	asset	as	follows,	with	the	exception	of	land	which	is	not
amortized:

Buildings 5 ‐ 	25 years
Equipment 3 ‐ 	10 years

The	estimated	useful	lives,	residual	values	and	amortization	methods	are	reviewed	at	each	year
end	and	adjusted	if	appropriate.

Gains	 and	 losses	 on	 the	 disposal	 or	 retirement	 of	 property,	 plant	 and	 equipment	 are
determined	as	the	difference	between	the	sale	proceeds	and	the	carrying	amount	of	the	asset
and	are	recorded	in	profit	or	loss	in	the	year	of	disposal.

Page	27



EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(n) Income	Taxes

Income	 tax	 expense	 comprises	 current	 and	 future	 tax.	 	 Current	 tax	 and	 future	 tax	 are
recognized	 in	profit	or	 loss	except	to	the	extent	that	 it	relates	to	 items	recognized	directly	 in
equity	or	in	other	comprehensive	income.

Current	income	tax	is	the	expected	tax	payable	or	receivable	on	the	taxable	income	or	loss	for
the	 year,	 using	 tax	 rates	 enacted	 or	 substantially	 enacted	 at	 the	 reporting	 date	 and	 any
adjustments	to	tax	payable	in	respect	of	previous	year.

Future	 income	 tax	 assets	 and	 liabilities	 are	 recognized	 for	 the	 future	 tax	 consequences
attributable	 to	 temporary	 differences	 between	 financial	 statement	 carrying	 amounts	 and
amounts	 used	 for	 taxation	 purposes.	 	 These	 amounts	 are	 measured	 using	 enacted	 or
substantially	 enacted	 tax	 rates	 at	 the	 reporting	 date	 and	 re‐measured	 annually	 for	 rate
changes.	

Future	 income	 tax	assets	are	 recognized	 for	 the	benefit	of	deductions	available	 to	be	carried
forward	to	future	years	for	tax	purposes	to	the	extent	that	it	is	probable	that	taxable	profit	will
be	 available	 against	which	 the	 deductible	 temporary	 differences	 can	 be	 utilized.	 	 Future	 tax
assets	are	 reviewed	at	each	reporting	date	and	are	 reduced	 to	 the	extent	 that	 it	 is	no	 longer
probable	that	the	related	tax	benefit	will	be	realized.		Any	effect	of	the	re‐measurement	or	re‐
assessment	 is	 recognized	 in	 the	 year	 of	 change	 except	when	 they	 relate	 to	 items	 recognized
directly	in	other	comprehensive	income.

Future	 taxes	 are	 offset	when	 there	 is	 a	 legally	 enforceable	 right	 to	 set	 off	 current	 tax	 assets
against	current	tax	liabilities	and	when	they	relate	to	income	taxes	levied	by	the	same	taxation
authority	on	the	same	taxable	entity,	or	on	different	tax	entities,	but	the	credit	union	intends	to
settle	its	current	tax	assets	and	liabilities	on	a	net	basis	or	simultaneously.

(o) Revenue	from	Contracts	with	Customers

A	customer	of	an	entity	is	a	party	that	has	contracted	with	the	entity	to	obtain	goods	or	services
that	are	an	output	of	the	entity's	ordinary	activities	in	exchange	for	consideration.		Recognition
of	revenue	depicts	 the	 transfer	of	goods	or	services	 to	customers	 in	 the	amounts	 that	reflect
the	consideration	to	which	the	entity	expects	to	be	entitled	in	the	exchange	for	those	goods	or
services.

Specifically,	a	five‐step	approach	is	utilized	to	recognize	revenue:

Step	1: Identify	the	contract(s)	with	a	customer.
Step	2: Identify	the	performance	obligations	in	the	contract.
Step	3: Determine	the	transaction	price.
Step	4: Allocate	the	transaction	price	to	the	performance	obligations	in	the	contract.
Step	5: Recognize	revenue	when	(or	as)	the	entity	satisfies	a	performance	obligation.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(o) Revenue	from	Contracts	with	Customers	(continued)

The	 credit	 union	 recognizes	 revenue	when	 (or	 as)	 a	 performance	 obligation	 is	 satisfied)	 i.e.
when	 control	 of	 the	 goods	 or	 services	 underlying	 the	 particular	 performance	 obligation	 is
transferred	to	the	customer.		

(p) Foreign	Currency	Translation

Transaction	 amounts	 denominated	 in	 foreign	 currencies	 are	 translated	 into	 their	 Canadian
dollar	 equivalents	 at	 exchange	 rates	 prevailing	 at	 the	 transaction	 dates.	 	 Carrying	 values	 of
monetary	assets	and	liabilities	reflect	the	exchange	rates	at	the	reporting	date.		Carrying	values
of	non‐monetary	assets	and	liabilities	that	are	measured	in	terms	of	historical	cost	reflect	the
exchange	 rates	 at	 the	 date	 of	 the	 transaction.	 	 Non‐monetary	 assets	 and	 liabilities	 that	 are
measured	at	fair	value	are	translated	to	Canadian	dollars	at	the	exchange	rate	at	the	date	that
the	fair	value	was	determined.	

Translation	gains	and	losses	are	included	in	profit	or	loss,	except	for	available‐for‐sale	equity
instruments	which	are	recognized	in	other	comprehensive	income.

(q) Employee	Future	Benefits

The	credit	union's	employee	future	benefit	program	consists	of	a	defined	contribution	pension
plan.	 	A	defined	 contribution	plan	 is	 a	post‐employment	benefit	plan	under	which	 the	 credit
union	 pays	 fixed	 contributions	 into	 a	 separate	 entity.	 	 The	 credit	 union	 has	 no	 legal	 or
constructive	obligation	to	pay	further	contributions	if	the	plan	does	not	hold	sufficient	assets	to
pay	all	employees	the	benefits	relating	to	employee	service	in	the	current	and	prior	years.

Credit	union	contributions	to	the	defined	contribution	plan	are	expensed	as	incurred.			Pension
benefits	of	$42,057	(2017	‐	$41,336)	were	paid	to	defined	contribution	retirement	plans	during
the	year.

(r) New	Standards	and	Interpretations	not	yet	Adopted

At	 December	 31,	 2018	 a	 number	 of	 standards	 and	 interpretations	 and	 amendments	 thereto
have	 been	 issued	 by	 the	 IASB,	which	 are	 not	 effective	 for	 these	 financial	 statements.	 	 Those
which	could	have	an	impact	on	the	credit	union's	financial	statements	are	discussed	below.

(i) Leases

The	 IASB	 has	 published	 a	 new	 standard,	 IFRS	 16,	 Leases	 (IFRS16).	 	 The	 new	 standard
brings	 most	 leases	 on‐balance	 sheet	 for	 lessees	 under	 a	 single	 model,	 eliminating	 the
distinction	between	operating	and	finance	leases.		Lessor	accounting	has	remained	largely
unchanged.	 	 IFRS	 16	 supersedes	 IAS	 17,	 Leases	 and	 related	 Interpretations	 and	 is
effective	for	periods	beginning	on	or	after	January	1,	2019.		The	credit	union	is	currently
evaluating	the	impact	of	the	new	standard	on	the	consolidated	financial	statements.
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6. SIGNIFICANT	ACCOUNTING	POLICIES	(continued)

(r) New	Standards	and	Interpretations	not	yet	Adopted	(continued)

(ii) Other	standards

The	 following	 amended	 standards	 are	 not	 expected	 to	 have	 a	 significant	 impact	 on	 the
credit	union's	financial	statements.

 Annual	Improvements	to	IFRS	Standards	2015‐2017	Cycle	‐	various	standards
 Long‐term	Interests	in	Associates	and	Joint	Ventures	(Amendments	to	IAS	28)
 Plan	Amendment,	Curtailment	or	Settlement	(Amendments	to	IAS	19)
 IFRIC	23	Uncertainty	over	Income	Tax	Treatments
 Amendments	to	References	to	Conceptual	Framework	in	IFRS	Standards
 IFRS	17	Insurance	Contracts

The	credit	union	did	not	early	adopt	any	new	or	amended	standards.

7. CHANGES	IN	ACCOUNTING	POLICIES

Except	for	the	following	changes,	the	credit	union	has	consistently	applied	the	accounting	policies	to
all	periods	presented	in	these	financial	statements.

(a) IFRS	15	Revenue	from	Contracts	with	Customers

The	credit	union	has	adopted	IFRS	15	Revenue	from	Contracts	with	Customers	as	amended	in
April	2016	with	a	date	of	 initial	 application	of	 January	1,	2018.	 	 IFRS	15	 introduces	a	5‐step
approach	to	revenue	recognition.		Far	more	prescriptive	guidance	has	been	added	in	IFRS	15	to
deal	with	specific	scenarios.		Details	of	these	new	requirements	as	well	as	their	impact	on	the
financial	statements	are	described	below.

The	 credit	 union	 has	 applied	 IFRS	 15	 in	 accordance	with	 the	 fully	 retrospective	 transitional
approach	without	using	practical	expedients	for	completed	contracts	in	IFRS	15.C5(a)	and	(b),
or	 for	modified	contracts	 in	 IFRS	15.C5(c)	but	using	 the	expedient	 in	 IFRS	15.C5(d)	allowing
both	 non‐disclosure	 	 of	 the	 amount	 of	 the	 transaction	 price	 allocated	 to	 the	 remaining
performance	 obligations,	 and	 an	 explanation	of	when	 it	 expects	 to	 recognise	 that	 amount	 as
revenue	for	all	reporting	periods	presented	before	the	date	of	initial	application,	i.e.	January	1,
2017.

IFRS	 uses	 the	 terms	 "contract	 asset"	 and	 "contract	 liability"	 to	 describe	 what	 might	 more
commonly	be	known	as	"accrued	revenue"	and	"deferred	revenue",	however	the	Standard	does
not	prohibit	an	entity	from	using	alternative	descriptions	in	the	statement	of	financial	position.
The	credit	union	has	adopted	alternative	descriptions	to	describe	such	balances.

The	credit	unions	policies	for	its	revenue	streams	are	disclosed	in	detail	in	Note	6.		Apart	from
providing	more	extensive	disclosures	on	the	credit	union	transactions,	the	application	of	IFRS
15	 has	 not	 had	 a	 significant	 impact	 on	 the	 statement	 of	 financial	 position	 and/or	 financial
performance	of	the	credit	union.		
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7. CHANGES	IN	ACCOUNTING	POLICIES	(continued)

(a) IFRS	15	Revenue	from	Contracts	with	Customers	(continued)

The	adoption	of	 IFRS	15	did	not	 impact	 the	 timing	or	amount	of	 income	from	contracts	with
customers	and	 the	 related	assets	and	 liabilities	 recognised	by	 the	 credit	union.	 	Accordingly,
the	impact	on	the	comparative	information	is	 limited	to	new	disclosure	requirements.	 	There
has	been	NIL	 adjustment	 for	 each	 financial	 line	 item	 for	 the	 current	or	prior	period's	profit,
assets,	liabilities	and	equity.

(b) IFRS	9	Financial	Instruments

The	credit	union	has	adopted	IFRS	9	Financial	Instruments	issued	in	July	2014	with	a	date	of
initial	 application	 of	 January	 1,	 2018.	 	 The	 requirements	 of	 IFRS	 9	 represent	 a	 significant
change	from	IAS	39	Financial	Instruments:		Recognition	and	Measurement.		The	new	standard
brings	fundamental	changes	to	the	accounting	for	financial	assets	and	to	certain	aspects	of	the
accounting	for	financial	liabilities.

As	permitted	by	IFRS	9,	the	credit	union	has	elected	to	continue	to	apply	the	hedge	accounting
requirements	of	IAS	39.

The	key	changes	to	the	credit	union's	accounting	policies	resulting	from	its	adoption	of	IFRS	9
are	summarised	below.

Classification	of	financial	assets	and	financial	liabilities

IFRS	 9	 contains	 three	 principal	 classification	 categories	 for	 financial	 assets:	 	 measured	 at
amortised	cost,	fair	value	through	other	comprehensive	income	(FVOCI)	and	fair	value	through
profit	or	loss	(FVTPL).		IFRS	9	classification	is	generally	based	on	the	business	model	in	which	a
financial	asset	is	managed	and	its	contractual	cash	flows.		The	standard	eliminates	the	existing
IAS	39	categories	of	held‐to‐maturity,	loans	and	receivables	and	available‐for‐sale.		Under	IFRS
9,	 derivatives	 embedded	 in	 contracts	where	 the	 host	 is	 a	 financial	 asset	 in	 the	 scope	 of	 the
standard	 are	 never	 bifurcated.	 	 Instead,	 the	 whole	 hybrid	 instrument	 is	 assessed	 for
classification.

IFRS	 9	 largely	 retains	 the	 existing	 requirements	 of	 IAS	 39	 for	 the	 classification	 of	 financial
liabilities.		However,	although	under	IAS	39	all	fair	value	changes	of	liabilities	designated	under
the	 fair	 value	 option	were	 recognized	 in	 profit	 or	 loss,	 under	 IFRS	 9	 fair	 value	 changes	 are
generally	presented	as	follows:

 the	amount	of	 change	 in	 the	 fair	value	 that	 is	attributable	 to	 changes	 in	 the	credit
risk	of	the	liability	is	presented	in	OCI;	and

 the	remaining	amount	of	change	in	the	fair	value	is	presented	in	profit	or	loss.
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7. CHANGES	IN	ACCOUNTING	POLICIES	(continued)

(b) IFRS	9	Financial	Instruments	(continued)

Classification	of	financial	assets	and	financial	liabilities	(continued)

IFRS	9	replaces	the	"incurred	loss"	model	in	IAS	39	with	an	"expected	credit	loss"	model.		The
new	 impairment	 model	 also	 applies	 to	 certain	 loan	 commitments	 and	 financial	 guarantee
contracts	but	not	to	equity	investments.

Under	IFRS	9,	credit	losses	are	recognized	earlier	than	under	IAS	39.		

Transition

Changes	 in	 accounting	 policies	 resulting	 from	 the	 adoption	 of	 IFRS	 9	 have	 been	 applied
retrospectively.

Comparative	 figures	 have	 been	 restated	 although	 the	 adjustments	 identified	 were	 not
considered	 to	 be	 material	 by	 management	 therefore	 the	 comparative	 figures	 contain	 NIL
adjustment	for	each	financial	line	item	for	the	prior	period's	profit,	assets,	liabilities	and	equity.

The	 following	 assessments	have	been	made	on	 the	basis	 of	 the	 facts	 and	 circumstances	 that
existed	at	the	date	of	initial	application:

 The	determination	of	the	business	model	within	which	a	financial	asset	is	held.
 The	designation	and	revocation	of	previous	designations	of	certain	financial	assets

and	financial	liabilities	as	measured	at	FVTPL.
 The	designation	of	certain	investments	in	equity	instruments	not	held	for	trading	as

FVOCI.
 For	 financial	 liabilities	 designated	 as	 FVTPL,	 the	 determination	 of	 whether

presenting	the	effects	of	changes	in	the	financial	 liability's	credit	risk	in	OCI	would
create	or	enlarge	an	accounting	mismatch	in	profit	or	loss.

If	a	debt	security	had	a	low	credit	risk	at	the	date	of	initial	application	of	IFRS	9,	then	the	credit
union	has	assumed		that	credit	risk	on	the	asset	had	not	increased	significantly	since	its	initial
recognition	to	the	date	of	initial	application.
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8. FINANCIAL	ASSETS	AND	FINANCIAL	LIABILITIES

(a) Classification	of	Financial	Assets	and	Financial	Liabilities

The	following	table	provides	a	reconciliation	between	line	 items	in	the	statement	of	 financial
position	and	categories	of	financial	instruments.

December	31,	2018
In	thousands	of	Canadian	dollars

FVOCI FVOCI Total
debt equity Amortized carrying

FVTPL instruments instruments cost amount

Cash	and	cash	equivalents $ 1,410 $ 1,410

Loans	and	advances	to
members:

Measured	at	amortized
cost 36,187 36,187

Investment	securities:

Measured	at	fair	value $ 31,303 31,303
Measured	at	amortized
cost 4,884 4,884

Other	assets 46 46

Total	Financial	Assets $ 31,303 $ NIL $ NIL $ 42,527 $ 73,830

Payables	and	other
liabilities $ 79 $ 79

Measured	at	amortized
cost 50,869 50,869

Membership	shares 267 267

Total	Financial
Liabilities $ NIL $ NIL $ NIL $ 51,215 $ 51,215
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8. FINANCIAL	ASSETS	AND	FINANCIAL	LIABILITIES	(continued)

(a) Classification	of	Financial	Assets	and	Financial	Liabilities	(continued)

December	31,	2017
In	thousands	of	Canadian	dollars

FVOCI FVOCI Total
debt equity Amortized carrying

FVTPL instruments instruments cost amount

Cash	and	cash	equivalents $ 971 $ 971

Loans	and	advances	to
members:

Measured	at	amortized
cost 36,534 36,534

Investment	securities:

Measured	at	fair	value $ 7,947 7,947
Measured	at	amortized
cost 4,770 4,770

Other	assets 58 58

Total	Financial	Assets $ 7,947 $ NIL $ NIL $ 42,333 $ 50,280

Payables	and	other
liabilities $ 81 $ 81

Measured	at	amortized
cost 45,767 45,767

Membership	shares 274 274

Total	Financial
Liabilities $ NIL $ NIL $ NIL $ 46,122 $ 46,122
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8. FINANCIAL	ASSETS	AND	FINANCIAL	LIABILITIES	(continued)

(b) Classification	 of	 Financial	 Assets	 and	 Financial	 Liabilities	 on	 the	 Date	 of	 Initial	 Application	 of
IFRS	9

The	following	table	shows	the	original	measurement	categories	 in	accordance	with	IAS	39	and
the	 new	 measurement	 categories	 under	 IFRS	 9	 for	 the	 credit	 union's	 financial	 assets	 and
financial	liabilities	as	at	January	1,	2018.

				Original New	
				carrying	 carrying
				amount	 amount

Original	classification New	classification 				under under
In	thousands	of	Canadian	dollar under	IAS	39 under	IFRS	9 				IAS	39 IFRS	9

Financial	Assets
Cash	and	cash	equivalents Loans	and	receivables Amortized	cost $ 971 $ 971
Loans	and	advances	to

	members Loans	and	receivables Amortized	cost 36,534 36,534

Investment	securities	debt
Held‐to‐maturity
	investments Amortized	cost 8,366 8,366

Investment	securities	debt Available‐for‐sale FVTPL	 4,350 4,350

Total	financial	assets $ 50,221 $ 50,221

Financial	Liabilities
Payables	and	other

	liabilities Amortized	cost Amortized	cost $ 81 $ 81
Deposits	from	members Amortized	cost Amortized	cost 45,766 45,766
Membership	shares Amortized	cost Amortized	cost 273 273

Total	financial	liabilities $ 46,120 $ 46,120

9. CASH	AND	CASH	EQUIVALENTS

2018 2017

Cash	and	clearing	accounts	with	SaskCentral $ 1,409,675 $ 971,139

Page	35



EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

10. INVESTMENTS

2018 2017
Fair	value	through	profit	or	loss

Concentra	‐	Overnight $ 5,600,010 $ 2,900,010
Concentra	‐	40,000	Preferred	shares 1,000,000 1,000,000
Concentra	‐	Short‐term,	non‐redeemable 6,000,000 3,000,000
SaskCentral	‐	membership	shares	 500,000 450,000
Concentra	‐	1	Common	share 10 10
Other 575,279
Accrued	interest 29,073 21,680

13,129,093 7,946,979
Amortized	cost

SaskCentral	liquidity 4,883,971 4,770,000
Accrued	interest 10,920

4,894,891 4,770,000

Total	investments $ 18,023,984 $ 12,716,979

Pursuant	to	regulation	18(1)(a),	Credit	Union	Central	of	Saskatchewan	(SaskCentral)	requires	that
the	credit	union	maintain	10%	of	its	total	liabilities	using	a	prescribed	formula	in	specified	liquidity
deposits	 in	 SaskCentral.	 	 The	 regulator	 of	 Saskatchewan	 credit	 unions,	 CUDGC,	 requires	 that	 the
credit	union	adhere	to	these	prescribed	limits	and	restrictions.		As	of	December	31,	2018	the	credit
union	met	the	requirement.

At	December	31,	2018,	$3,000,000	(2017	‐	$1,000,000)	of	investments	are	expected	to	mature	more
than	twelve	months	after	the	reporting	date.

11. LOANS	AND	ADVANCES	TO	MEMBERS

(a) Loans	and	Advances	to	Members	at	Amortized	Cost

2018
Gross	carrying	amount ECL	allowance Carrying	amount

Mortgages
‐ farm $ 4,255,886 43,834 $ 4,212,052
‐ residential	 11,849,195 18,367 11,830,828
‐ commercial 4,574,785 87,573 4,487,212
‐ government	guaranteed 2,202,187 2,202,187

Loans
‐ farm 3,851,656 3,851,656
‐ consumer 3,918,564 6,210 3,912,354
‐ commercial 895,369 895,369
‐ government	guaranteed 3,664,401 3,664,401

Lines	of	credit/overdrafts 971,349 971,349
Accrued	interest 159,166 159,166

$ 36,342,558 $ 155,984 $ 36,186,574
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11. LOANS	AND	ADVANCES	TO	MEMBERS	(continued)

(a) Loans	and	Advances	to	Members	at	Amortized	Cost	(continued)

2017
Gross	carrying	amount ECL	allowance Carrying	amount

Mortgages
‐ farm $ 5,365,724 $ 5,365,724
‐ residential 11,382,242 11,382,242
‐ commercial 4,464,102 $ 38,336 4,425,766
‐ government	guaranteed 2,096,954 2,096,954

Loans
‐ farm 3,152,477 3,152,477
‐ consumer 3,930,454 2,864 3,927,590
‐ commercial 1,843,231 60,312 1,782,919
‐ government	guaranteed 3,327,803 3,327,803

Lines	of	credit/overdrafts 926,544 926,544
Accrued	interest 145,866 145,866

$ 36,635,397 $ 101,512 $ 36,533,885

At	December	 31,	 2018,	 $28,347,666	 (2017	 ‐	 $33,724,924)	 of	 loans	 are	 expected	 to	 be	 recovered
more	than	twelve	months	after	the	reporting	date.

The	credit	union	holds	collateral	against	loans	to	members	in	the	form	of	interests	over	property,
other	securities	over	assets	and	guarantees.

12. PROPERTY,	PLANT	AND	EQUIPMENT
2018 2017

Accumulated
Cost amortization Net Net

Land $ 7,223 $ 7,223 $ 7,223
Buildings 1,283,536 $ 531,727 751,809 737,379
Equipment 352,485 311,559 40,926 10,829

$ 1,643,244 $ 843,286 $ 799,958 $ 755,431
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13. DEPOSITS
2018 2017

Chequing $ 23,850,811 $ 20,536,956
Savings 15,756,000 14,821,870
Term	deposits 6,223,132 5,775,881
RRSP 2,570,852 2,442,685
US	dollar 137,577 189,726
AgriInvest 2,243,444 1,937,065
Accrued	interest 87,636 62,548

$ 50,869,452 $ 45,766,731

At	December	31,	2018,	$6,087,556	(2017	‐	$4,959,889)	of	deposits	are	expected	to	be	settled	more
than	twelve	months	after	the	reporting	date.

14. LOANS	PAYABLE

The	credit	union	has	an	authorized	line	of	credit	bearing	interest	at	prime	minus	a	half	percent	in
the	amount	of	$900,000	from	SaskCentral.		At	December	31,	2018,	the	credit	union	had	not	drawn
on	 the	 line	of	 credit	 (2017	 ‐	$Nil).	 	The	 line	of	 credit	 is	 secured	by	 the	statutory	 liquidity	held	at
SaskCentral.

15. MEMBERSHIP	SHARES	AND	EQUITY

Membership	shares	are	as	provided	for	by	the	Credit	Union	Act	and	administered	according	to	the
terms	of	the	credit	union	bylaws	which	set	out	the	rights,	privileges,	restrictions	and	conditions.

The	 authorized	 share	 capital	 is	 unlimited	 in	 amount	 and	 consists	 of	 fully	 paid	 shares	with	 a	 par
value	 of	 $5	 per	 share.	 	 These	 accounts	 are	 not	 guaranteed	 by	 CUDGC.	 	 Characteristics	 include
permanence,	 freedom	 from	 mandatory	 charge	 and	 subordination	 to	 the	 rights	 of	 creditors	 and
depositors.

Membership	equity	consists	of:

Membership	Shares Membership	Equity Total Total
2018 2017 2018 2017 2018 2017

Balance	at	January	1 $ 5,030 $ 4,985 $ 268,643 $ 278,846 $ 273,673 $ 283,831
Issued 310 300 310 300
Redeemed (220) (255) (6,594) (10,203) (6,814) (10,458)

Balance	at	
December	31 $ 5,120 $ 5,030 $ 262,049 $ 268,643 $ 267,169 $ 273,673

A	patronage	allocation	has	not	been	declared	on	member	shares	in	this	or	the	preceding	period.
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16. CAPITAL	MANAGEMENT

CUDGC	 prescribes	 capital	 adequacy	 measures	 and	 minimum	 capital	 requirements.	 	 The	 capital
adequacy	rules	issued	by	CUDGC	have	been	based	on	the	Basel	III	framework,	consistent	with	the
financial	 industry	 in	 general.	 	 CUDGC's	 Standards	 of	 Sound	 Business	 Practice	 (SSBP)	 that
incorporate	the	Basel	III	framework	took	effect	on	July	1,	2013.

The	 credit	union	 follows	a	 risk‐weighted	asset	 calculation	 for	 credit	 and	operational	 risk.	 	Under
this	 approach,	 credit	 unions	 are	 required	 to	 measure	 capital	 adequacy	 in	 accordance	 with
instructions	 for	 determining	 risk‐adjusted	 capital	 and	 risk‐weighted	 assets,	 including	 off‐balance
sheet	 commitments.	 	 Based	 on	 the	 prescribed	 risk	 of	 each	 type	 of	 asset,	 a	 weighting	 of	 0%	 to
1.250%	 is	 assigned.	 	 The	 ratio	 of	 regulatory	 capital	 to	 risk‐weighted	 assets	 is	 calculated	 and
compared	 to	 the	 standard	 outlined	 by	 CUDGC.	 	 Regulatory	 standards	 require	 credit	 unions	 to
maintain	 a	minimum	 total	 eligible	 capital	 to	 risk‐weighted	 assets	 of	 8%,	 a	minimum	 total	 tier	 1
capital	to	risk‐weighted	assets	of	6%	and	a	minimum	common	equity	tier	1	capital	to	risk‐weighted
assets	of	4.5%.		Eligible	capital	consists	of	total	tier	1	and	tier	2	capital.		In	addition	to	the	minimum
capital	 ratios,	 the	 credit	 union	 is	 required	 to	 hold	 a	 capital	 conservation	buffer	 of	 2.5%	effective
January	 1,	 2016.	 	 The	 capital	 conservation	 buffer	 is	 designed	 to	 avoid	 breaches	 of	 the	minimum
capital	requirement.

Tier	 1	 capital	 is	 defined	 as	 a	 credit	 union's	 primary	 capital	 and	 comprises	 the	 highest	 quality	 of
capital	elements	while	tier	2	is	secondary	capital	and	falls	short	of	meeting	tier	1	requirements	for
permanence	 or	 freedom	 from	 mandatory	 charges.	 	 Tier	 1	 capital	 consists	 of	 two	 components:
common	equity	 tier	1	capital	and	additional	 tier	1	capital.	 	Common	equity	tier	1	capital	 includes
retained	 earnings,	 contributed	 surplus	 and	 accumulated	 other	 comprehensive	 income	 (AOCI).
Deductions	 from	 common	 equity	 tier	 1	 capital	 include	 goodwill,	 intangible	 assets,	 deferred	 tax
assets	(except	those	arising	from	temporary	differences),	increases	in	equity	capital	resulting	from
securitization	 transactions,	unconsolidated	substantial	 investments	and	 fair	value	gains/losses	on
own‐use	 property.	 	 Additional	 tier	 1	 capital	 consists	 of	 qualifying	membership	 shares	 and	 other
investment	shares	issued	by	the	credit	union	that	meet	the	criteria	for	inclusion	in	additional	tier	1
capital.

Tier	 2	 capital	 includes	 a	 collective	 allowance	 for	 credit	 losses	 to	 a	 maximum	 of	 1.25%	 of	 risk‐
weighted	assets,	subordinated	indebtedness	and	qualifying	membership	shares	of	other	investment
shares	 issued	by	 the	credit	union	 that	meet	 the	criteria	 for	 inclusion	 in	 tier	2	capital	and	are	not
included	in	tier	1	capital.

Regulatory	 standards	 also	 require	 the	 credit	 union	 to	maintain	 a	minimum	 leverage	 ratio	 of	 5%.
This	ratio	is	calculated	by	dividing	eligible	capital	by	total	assets	less	deductions	from	capital	plus
specified	 off‐balance	 sheet	 exposures.	 	 Based	 on	 the	 type	 of	 off‐balance	 sheet	 exposure,	 a
conversion	factor	is	applied	to	the	leverage	ratio.		All	items	deducted	from	capital	are	excluded	from
total	 assets.	 	 The	 credit	 union	may	 also	 exclude	 from	 total	 assets	mortgages	 securitized	 through
Canada	Mortgage	 and	Housing	Corporate	 (CMHC)	programs	up	 to	 and	 including	March	31,	 2010
and	 all	 existing	 and	 future	 reinvestments	 related	 to	 Canada	 Mortgage	 Bonds	 (CMB)	 Insured
Mortgage	Purchase	Program	transactions	completed	up	to	and	including	March	31,	2010.
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16. CAPITAL	MANAGEMENT	(continued)

The	credit	union	has	adopted	a	capital	plan	that	conforms	to	the	capital	framework	and	is	regularly
reviewed	and	approved	by	the	board	of	directors.		The	following	table	compares	CUDGC	regulatory
standards	to	the	credit	union's	board	policy	for	2018.

Regulatory Board
Standards Limits

Total	eligible	capital	to	risk‐weighted	assets 10.5% 12.42‐14.74%
Total	tier	1	capital	to	risk‐weighted	assets 8.5% 7‐9%
Common	equity	tier	1	capital	to	risk‐weighted	assets 7% 7‐9%
Minimum	leverage	ratio 8% 8%

During	the	year,	the	credit	union	complied	with	all	internal	and	external	capital	requirements.

The	following	table	summarizes	key	capital	information:

2018
Eligible	capital
Total	tier	1	capital $ 5,267,528
Total	tier	2	capital 423,153

Total	eligible	capital $ 5,690,681

Risk‐weighted	assets $ 29,026,339

Total	eligible	capital	to	risk‐weighted	assets 19.57%
Total	tier	1	capital	to	risk‐weighted	assets 18.11%
Common	equity	tier	1	capital	to	risk‐weighted	assets 18.11%
Minimum	leverage	ratio 9.94%

2017
Eligible	capital

Total	tier	1	capital $ 4,922,790
Total	tier	2	capital 273,673

Total	eligible	capital $ 5,196,463

Risk‐weighted	assets $ 29,452,020

Total	eligible	capital	to	risk‐weighted	assets 17.64%
Total	tier	1	capital	to	risk‐weighted	assets 16.71%
Common	equity	tier	1	capital	to	risk‐weighted	assets 16.71%
Minimum	leverage	ratio 9.97%

Page	40



EDAM	CREDIT	UNION	LIMITED

NOTES	TO	THE	FINANCIAL	STATEMENTS
FOR	THE	YEAR	ENDED	DECEMBER	31,	2018

17. RELATED	PARTY	TRANSACTIONS

Related	parties	exist	when	one	party	has	the	ability	to	directly	or	indirectly	exercise	control,	 joint
control	or	significant	influence	over	the	other	or	is	a	member,	or	close	family	member	of	a	member,
of	the	key	management	personnel	of	the	credit	union.		Related	party	transactions	are	in	the	normal
course	 of	 operations	 and	 are	 measured	 at	 the	 consideration	 established	 and	 agreed	 to	 by	 the
parties.		For	the	purposes	of	the	below,	key	management	personnel	includes	the	General	Manager.

(a) Loans	Receivable

At	 December	 31,	 2018,	members	 of	 the	 board	 of	 directors	 and	 key	management	 personnel,
their	spouses,	dependents	or	companies	that	they	control	were	indebted	to	the	credit	union	for
amounts	totaling	$2,282,631	(2017	‐	$1,759,504).	 	These	loans	were	granted	under	the	same
lending	 policies	 applicable	 to	 other	members	 and	 are	 included	 in	 loans	 on	 the	 statement	 of
financial	position.		There	were	no	loans	to	related	parties	forgiven	or	written	down	during	the
year.

(b) Deposit	Accounts

As	of		December	31,	2018,	members	of	the	board	of	directors,	key	management	personnel	and
their	spouses	and	dependents	had	deposits	at	the	credit	union	for	an	amount	totaling	$759,446
(2017	‐	$1,017,599).

Directors	and	key	management	personnel,	 their	spouses,	dependents	or	companies	 that	 they
control	may	hold	deposit	accounts.		These	accounts	are	maintained	under	the	same	terms	and
conditions	 applicable	 to	 other	 members	 and	 are	 included	 in	 deposits	 on	 the	 statement	 of
financial	position.

(c) Remuneration

Compensation	 provided	 to	 directors	 and	 key	management	 personnel	 (consisting	 of	 salaries,
honoraria	and	benefits)	in	2018	totaled	$164,050	(2017	‐	$162,631).

18. FINANCIAL	RISK	REVIEW

This	note	presents	 information	about	 the	credit	union's	exposure	to	 financial	risks	and	the	credit
union's	management	of	capital.

(a) Credit	Risk

i. Credit	quality	analysis
ii. Collateral	held	and	other	credit	enhancements
iii. Amounts	arising	from	ECL
iv. Concentrations	of	credit	risk
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(i) Credit	quality	analysis

The	 following	 table	 sets	 out	 information	 about	 the	 credit	 quality	 of	 financial	 assets
measured	 at	 amortized	 cost.	 	 Unless	 specifically	 indicated,	 for	 financial	 assets,	 the
amounts	 in	 the	 table	 represent	 gross	 carrying	 amounts.	 	 For	 loan	 commitments	 and
financial	guarantee	contracts,	the	amounts	in	the	table	represent	the	amounts	committed
or	guaranteed,	respectively.

2018
In	thousands	of	Canadian	dollars

Stage	1 Stage	2 Stage	3 Total

Loans	and	advances	to	members
at	amortized	cost

Consumer $ 4,009 $ 4,009
Residential	Mortgage 14,193 14,193
Commercial 6,296 $ 150 $ 375 6,821
Agricultural 11,173 147 11,320

35,671 297 375 36,343
Expected	credit	losses	(ECL) 151 5 156

Carrying	amount $ 35,520 $ 292 $ 375 $ 36,187

2017
In	thousands	of	Canadian	dollars

Stage	1 Stage	2 Stage	3 Total

Loans	and	advances	to	members
at	amortized	cost

Consumer $ 3,820 $ 10 $ 3,830
Residential	Mortgage 13,709 13,709
Commercial 8,209 8,209
Agricultural 10,888 10,888

36,626 10 36,636
Expected	credit	losses	(ECL) 92 10 102

Carrying	amount $ 36,534 $ NIL $ NIL $ 36,534
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(ii) Collateral	held	and	other	credit	enhancement

Loans	and	advances	to	commercial	customers	

The	 general	 creditworthiness	 of	 a	 commercial	 customer	 tends	 to	 be	 the	most	 relevant
indicator	of	credit	quality	of	a	loan	extended	to	it.		However,	collateral	provides	additional
security	and	the	credit	union	generally	requests	that	corporate	borrowers	provide	it.		The
credit	 union	may	 take	 collateral	 in	 the	 form	 of	 a	 first	 charge	 over	 real	 estate,	 floating
charges	over	all	corporate	assets	and	other	liens	and	guarantees.	

Because	of	the	credit	union’s	focus	on	commercial	customers’	creditworthiness,	the	credit
union	 does	 not	 routinely	 update	 the	 valuation	 of	 collateral	 held	 against	 all	 loans	 to
commercial	customers.		Valuation	of	collateral	is	updated	when	the	loan	is	put	on	a	watch
list	and	the	 loan	 is	monitored	more	closely.	 	For	credit‐impaired	 loans,	 the	credit	union
obtains	 appraisals	 of	 collateral	 because	 it	 provides	 input	 into	 determining	 the
management	credit	risk	actions.

(iii) Amounts	arising	from	ECL

Significant	increase	in	credit	risk

When	 determining	whether	 the	 risk	 of	 default	 on	 a	 financial	 instrument	 has	 increased
significantly	 since	 initial	 recognition,	 the	 credit	 union	 considers	 reasonable	 and
supportable	information	that	is	relevant	and	available	without	undue	cost	or	effort.		This
includes	both	quantitative	and	qualitative	 information	and	analysis,	based	on	 the	credit
union’s	historical	experience	and	expert	credit	assessment	and	including	forward‐looking
information.	

The	objective	of	the	assessment	is	to	identify	whether	a	significant	increase	in	credit	risk
has	occurred	for	an	exposure	by	comparing:

 the	remaining	lifetime	probability	of	default	(PD)	as	at	the	reporting	date;	with
 the	 remaining	 lifetime	PD	 for	 this	 point	 in	 time	 that	was	 estimated	 at	 the	 time	of

initial	 recognition	 of	 the	 exposure	 (adjusted	 where	 relevant	 for	 changes	 in
prepayment	expectations).

Credit	risk	grades	

The	credit	union	allocates	each	exposure	to	a	credit	risk	grade	based	on	a	variety	of	data
that	is	determined	to	be	predictive	of	the	risk	of	default	and	applying	experienced	credit
judgement.	 	Credit	risk	grades	are	defined	using	qualitative	and	quantitative	factors	that
are	 indicative	 of	 risk	 of	 default.	 	 These	 factors	 vary	 depending	 on	 the	 nature	 of	 the
exposure	and	the	type	of	borrower.	
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Significant	increase	in	credit	risk	(continued)

Credit	 risk	 grades	 are	 defined	 and	 calibrated	 such	 that	 the	 risk	 of	 default	 occurring
increases	 exponentially	as	 the	 credit	 risk	deteriorates	 so,	 for	example,	 the	difference	 in
risk	of	default	between	credit	risk	grades	1	and	2	is	smaller	than	the	difference	between
credit	risk	grades	2	and	3.

Each	exposure	is	allocated	to	a	credit	risk	grade	at	initial	recognition	based	on	available
information	 about	 the	 borrower.	 	 Exposures	 are	 subject	 to	 ongoing	monitoring,	 which
may	result	 in	an	exposure	being	moved	to	a	different	credit	risk	grade.	 	The	monitoring
typically	involves	use	of	the	following	data.

Commercial	Exposures 		Retail	Exposures All	Exposures

 Information	obtained	during	periodic  Internally  Payment	record	‐	this
review	of	customer	files	–	e.g.	audited collected	data includes	overdue	status
financial	statements,	management on	customer as	well	as	a	range
accounts,	budgets	and	projections. behaviour	‐	 of	variables	about
Examples	of	areas	of	particular	focus e.g.	utilization payment	ratios
are:	gross	profit	margins,	financial of	credit	card
leverage	ratios,	debt	service	coverage, facilities  Utilization	of	the
compliance	with	covenants,	quality granted	limit
of	management,	senior	management  Affordability
changes metrics  Requests	for	and	

granting	of	forbearanc

 Data	from	credit	reference	agencies,  External	data
press	articles,	changes	in	external	 from	credit  Existing	and	forecast
credit	ratings reference changes	in	business,

agencies	 financial	and	economic	
 Actual	and	expected	significant including conditions

changes	in	the	political,	regulatory industry	‐	
and	technological	environment	of	the standard	credit
borrower	or	in	its	business	activities scores	(e.g.

beacon	scores)
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Significant	increase	in	credit	risk	(continued)

Generating the term structure of PD 

Credit	risk	grades	are	a	primary	input	into	the	determination	of	the	term	structure	of	PD
for	exposures.	 	The	credit	union	collects	performance	and	default	 information	about	 its
credit	risk	exposures	analyzed	by	region	and	by	type	of	product	and	borrower	as	well	as
by	credit	risk	grading.	 	For	some	portfolios,	 information	purchased	from	external	credit
reference	agencies	is	also	used.	

The	 credit	 union	 employs	 statistical	models	 to	 analyse	 the	 data	 collected	 and	 generate
estimates	of	the	remaining	lifetime	PD	of	exposures	and	how	these	are	expected	to	change
as	a	result	of	the	passage	of	time.	

This	analysis	includes	the	identification	and	calibration	of	relationships	between	changes
in	default	rates	and	changes	in	key	macro‐economic	factors	as	well	as	in‐depth	analysis	of
the	impact	of	certain	other	factors	(e.g.	forbearance	experience)	on	the	risk	of	default.		For
most	 exposures,	 key	 macro‐economic	 indicators	 include:	 GDP	 growth,	 benchmark
interest	 rates	 and	unemployment.	 	 For	 exposures	 to	 specific	 industries	 and/or	 regions,
the	analysis	may	extend	to	relevant	commodity	and/or	real	estate	prices.	

Based	on	advice	from	the	credit	union’s	Credit	Risk	Committee	and	economic	experts	and
consideration	 of	 a	 variety	 of	 external	 actual	 and	 forecast	 information,	 the	 credit	 union
formulates	a	‘base	case’	view	of	the	future	direction	of	relevant	economic	variables	as	well
as	 a	 representative	 range	of	other	possible	 forecast	 scenarios	 (see	discussion	below	on
incorporation	 of	 forward‐looking	 information).	 	 The	 credit	 union	 then	 uses	 these
forecasts	to	adjust	its	estimates	of	PDs.

Determining	whether	credit	risk	has	increased	significantly	

The	 criteria	 for	 determining	 whether	 credit	 risk	 has	 increased	 significantly	 vary	 by
portfolio	 and	 include	 quantitative	 changes	 in	 PDs	 and	 qualitative	 factors,	 including	 a
backstop	based	on	delinquency.	

The	 credit	 risk	of	 a	particular	 exposure	 is	deemed	 to	have	 increased	 significantly	 since
initial	 recognition	 if,	 based	 on	 the	 credit	 union’s	 quantitative	modelling,	 the	 remaining
lifetime	PD	is	determined	to	have	increased	by	more	than	a	predetermined	percentage.	

Using	its	expert	credit	judgement	and,	where	possible,	relevant	historical	experience,	the
credit	 union	 may	 determine	 that	 an	 exposure	 has	 undergone	 a	 significant	 increase	 in
credit	 risk	 based	 on	 particular	 qualitative	 indicators	 that	 it	 considers	 are	 indicative	 of
such	and	whose	effect	may	not	otherwise	be	fully	reflected	in	its	quantitative	analysis	on	a
timely	basis.	
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Significant	increase	in	credit	risk	(continued)

As	a	backstop,	the	credit	union	considers	that	a	significant	increase	in	credit	risk	occurs
no	later	than	when	an	asset	is	more	than	30	days	past	due.		Days	past	due	are	determined
by	counting	the	number	of	days	since	the	earliest	elapsed	due	date	in	respect	of	which	full
payment	has	not	been	received.		Due	dates	are	determined	without	considering	any	grace
period	that	might	be	available	to	the	borrower.	

The	 credit	 union	 monitors	 the	 effectiveness	 of	 the	 criteria	 used	 to	 identify	 significant
increases	in	credit	risk	by	regular	reviews	to	confirm	that:

 the	 criteria	 are	 capable	of	 identifying	 significant	 increases	 in	 credit	 risk	before	an
exposure	is	in	default;

 the	criteria	do	not	align	with	the	point	in	time	when	an	asset	becomes	30	days	past
due;	and

 there	 is	 no	 unwarranted	 volatility	 in	 loss	 allowance	 from	 transfers	 between	 12‐
month	PD	(stage	1)	and	lifetime	PD	(stage	2).

Modified	financial	assets

The	 contractual	 terms	 of	 a	 loan	 may	 be	 modified	 for	 a	 number	 of	 reasons,	 including
changing	market	conditions,	customer	retention	and	other	factors	not	related	to	a	current
or	potential	credit	deterioration	of	the	customer.		An	existing	loan	whose	terms	have	been
modified	may	be	derecognized	and	the	renegotiated	loan	recognized	as	a	new	loan	at	fair
value	in	accordance	with	the	accounting	policy.	

When	the	terms	of	a	financial	asset	are	modified	and	the	modification	does	not	result	in
derecognition,	 the	 determination	 of	 whether	 the	 asset’s	 credit	 risk	 has	 increased
significantly	reflects	comparison	of:	

 its	remaining	lifetime	PD	at	the	reporting	date	based	on	the	modified	terms;	with
 the	 remaining	 lifetime	 PD	 estimated	 based	 on	 data	 at	 initial	 recognition	 and	 the

original	contractual	terms.	

The	credit	union	 renegotiates	 loans	 to	 customers	 in	 financial	difficulties	 (referred	 to	as
‘forbearance	 activities’)	 to	 maximize	 collection	 opportunities	 and	 minimize	 the	 risk	 of
default.	 Under	 the	 credit	 union’s	 forbearance	 policy,	 loan	 forbearance	 is	 granted	 on	 a
selective	basis	if	the	debtor	is	currently	in	default	on	its	debt	or	if	there	is	a	high	risk	of
default,	 there	 is	 evidence	 that	 the	 debtor	made	 all	 reasonable	 efforts	 to	 pay	 under	 the
original	contractual	terms	and	the	debtor	is	expected	to	be	able	to	meet	the	revised	terms.
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Modified	financial	assets	(continued)

The	revised	terms	usually	include	extending	the	maturity,	changing	the	timing	of	interest
payments	and	amending	the	terms	of	 loan	covenants.	 	Both	retail	and	commercial	 loans
are	subject	to	the	forbearance	policy.		The	credit	union’s	Credit	Risk	Committee	regularly
reviews	reports	on	forbearance	activities.	

For	financial	assets	modified	as	part	of	the	credit	union’s	forbearance	policy,	the	estimate
of	 PD	 reflects	 whether	 the	 modification	 has	 improved	 or	 restored	 the	 credit	 union’s
ability	 to	 collect	 interest	 and	 principal	 and	 the	 credit	 union’s	 previous	 experience	 of
similar	 forbearance	 action.	 	 As	 part	 of	 this	 process,	 the	 credit	 union	 evaluates	 the
borrower’s	payment	performance	against	 the	modified	contractual	 terms	and	considers
various	behavioural	indicators.	

Generally,	forbearance	is	a	qualitative	indicator	of	a	significant	increase	in	credit	risk	and
an	 expectation	 of	 forbearance	 may	 constitute	 evidence	 that	 an	 exposure	 is	 credit‐
impaired.		A	customer	needs	to	demonstrate	consistently	good	payment	behaviour	over	a
period	 of	 time	 before	 the	 exposure	 is	 no	 longer	 considered	 to	 be	 credit‐impaired/in
default	or	the	PD	is	considered	to	have	decreased	such	that	the	loss	allowance	reverts	to
being	measured	at	an	amount	equal	to	12‐month	ECL.

Definition	of	default

The	credit	union	considers	a	financial	asset	to	be	in	default	when:

 the	 borrower	 is	 unlikely	 to	 pay	 its	 credit	 obligations	 to	 the	 credit	 union	 in	 full,
without	recourse	by	the	credit	union	to	actions	such	as	realizing	security	(if	any	is
held);	

 the	borrower	is	past	due	more	than	90	days	on	any	material	credit	obligation	to	the
credit	 union.	 	Overdrafts	 are	 considered	 as	being	past	 due	once	 the	 customer	has
breached	an	advised	limit	or	been	advised	of	a	limit	smaller	than	the	current	amount
outstanding;	

 the	 credit	 union	 agrees	 to	 a	distressed	 restructuring	 resulting	 in	 a	material	 credit
related	 diminished	 asset	 stemming	 from	 such	 actions	 as	 material	 forgiveness	 or
postponement	of	payments	or	repayments	of	amount	owing;	

 	 the	 credit	 union	 has	 filed	 for	 the	 borrower’s	 bankruptcy	 in	 connection	 with	 the
credit	obligation;	or	

 the	 borrower	 has	 sought	 or	 been	 placed	 in	 bankruptcy	 resulting	 in	 the	 delay	 or
avoidance	of	repayment	of	the	amount	owing.
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Definition	of	default	(continued)

In	assessing	whether	a	borrower	is	in	default,	the	credit	union	considers	indicators	that
are:	

 qualitative	–	e.g.	breaches	of	covenant;	
 quantitative	 –	 e.g.	 overdue	 status	 and	 non‐payment	 on	 another	 obligation	 of	 the

same	issuer	to	the	credit	union;	and	
 based	on	data	developed	internally	and	obtained	from	external	sources.

Inputs	 into	 the	 assessment	 of	 whether	 a	 financial	 instrument	 is	 in	 default	 and	 their
significance	may	vary	over	time	to	reflect	changes	in	circumstances.	

The	definition	of	default	largely	aligns	with	that	applied	by	the	credit	union	for	regulatory
capital	purposes.

Incorporation	of	forward‐looking	information	

The	 credit	 union	 incorporates	 forward‐looking	 information	 into	 both	 its	 assessment	 of
whether	 the	 credit	 risk	 of	 an	 instrument	 has	 increased	 significantly	 since	 its	 initial
recognition	and	its	measurement	of	ECL.		Based	on	advice	from	the	credit	union’s	Credit
Risk	Committee	 and	 economic	 experts	 and	 consideration	of	 a	 variety	of	 external	 actual
and	 forecast	 information,	 the	 credit	 union	 formulates	 a	 ‘base	 case’	 view	 of	 the	 future
direction	 of	 relevant	 economic	 variables	 as	 well	 as	 a	 representative	 range	 of	 other
possible	 forecast	 scenarios.	 	 This	 process	 involves	 developing	 two	 more	 additional
economic	scenarios	and	considering	the	relative	probabilities	of	each	outcome.		External
information	includes	economic	data	and	forecasts	published	by	governmental	bodies	and
Bank	 of	 Canada,	 forecasts	 by	 large	 Canadian	 banks	 and	 financial	 institutions	 and	other
selected	private	sector	and	academic	forecasters.	

The	base	case	represents	a	most‐likely	outcome	and	is	aligned	with	information	used	by
the	credit	union	for	other	purposes	such	as	strategic	planning	and	budgeting.		The	other
scenarios	 represent	more	 optimistic	 and	more	 pessimistic	 outcomes.	 	 Periodically,	 the
credit	 union	 carries	 out	 stress	 testing	 of	 more	 extreme	 shocks	 to	 calibrate	 its
determination	of	these	other	representative	scenarios.	

The	 credit	 union	 has	 identified	 and	 documented	 key	 drivers	 of	 credit	 risk	 and	 credit
losses	for	each	portfolio	of	financial	instruments	and,	using	an	analysis	of	historical	data,
has	estimated	relationships	between	macro‐economic	variables	and	credit	risk	and	credit
losses.	 	 The	 economic	 scenarios	 used	 as	 at	 	 December	 31,	 2018	 included	 the	 following
ranges	of	Canadian	key	indicators	for	the	years	ending		December	31,	2018	and	2017.
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Incorporation	of	forward‐looking	information	(continued)

2018 2017

Unemployment	(SK) 6.05% 5.88%

GDP	growth	(Canada) 2.02% 1.98%

Interest	rates	(Canada) 2.00% 1.33%

Housing	starts	(SK) 1,025 1,269

Oil	Price/BBL	(Canada) $67.16 $54.31

Measurement	of	ECL

The	 key	 inputs	 into	 the	 measurement	 of	 ECL	 are	 the	 term	 structure	 of	 the	 following
variables:	

 probability	of	default	(PD);	
 loss	given	default	(LGD);	and	
 exposure	at	default	(EAD).	

These	parameters	are	generally	derived	from	internally	developed	statistical	models	and
other	 historical	 data.	 	 They	 are	 adjusted	 to	 reflect	 forward‐looking	 information	 as
described	above.	

PD	 estimates	 are	 estimates	 at	 a	 certain	 date,	 which	 are	 calculated	 based	 on	 statistical
rating	 models,	 and	 assessed	 using	 rating	 tools	 tailored	 to	 the	 various	 categories	 of
counterparties	and	exposures.		These	statistical	models	are	based	on	internally	compiled
data	comprising	both	quantitative	and	qualitative	 factors.	 	Where	 it	 is	available,	market
data	 may	 also	 be	 used	 to	 derive	 the	 PD	 for	 large	 commercial	 counterparties.	 	 If	 a
counterparty	or	exposure	migrates	between	rating	classes,	then	this	will	lead	to	a	change
in	 the	 estimate	 of	 the	 associated	 PD.	 	 PDs	 are	 estimated	 considering	 the	 contractual
maturities	of	exposures	and	estimated	prepayment	rates.

LGD	 is	 the	magnitude	of	 the	 likely	 loss	 if	 there	 is	a	default.	 	The	credit	union	estimates
LGD	 parameters	 based	 on	 the	 history	 of	 recovery	 rates	 of	 claims	 against	 defaulted
counterparties.	The	LGD	models	consider	the	structure,	collateral,	seniority	of	the	claim,
counterparty	industry	and	recovery	costs	of	any	collateral	that	is	integral	to	the	financial
asset.		For	loans	secured	by	retail	property,	LTV	ratios	are	a	key	parameter	in	determining
LGD.		LGD	estimates	are	recalibrated	for	different	economic	scenarios	and,	for	real	estate
lending,	 to	 reflect	 possible	 changes	 in	 property	 prices.	 	 They	 are	 calculated	 on	 a
discounted	cash	flow	basis	using	the	effective	interest	rate	as	the	discounting	factor.	
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Measurement	of	ECL	(continued)

EAD	represents	the	expected	exposure	in	the	event	of	a	default.		The	credit	union	derives
the	 EAD	 from	 the	 current	 exposure	 to	 the	 counterparty	 and	 potential	 changes	 to	 the
current	 amount	 allowed	 under	 the	 contract	 including	 amortization.	 	 The	 EAD	 of	 a
financial	 asset	 is	 its	 gross	 carrying	 amount.	 	 For	 lending	 commitments	 and	 financial
guarantees,	the	EAD	includes	the	amount	drawn,	as	well	as	potential	future	amounts	that
may	be	drawn	under	the	contract,	which	are	estimated	based	on	historical	observations
and	future	expectations.	 	For	some	financial	assets,	EAD	is	determined	by	modelling	the
range	 of	 possible	 exposure	 outcomes	 at	 various	 points	 in	 time	 using	 scenario	 and
statistical	techniques.		

As	described	above,	and	subject	to	using	a	maximum	of	a	12‐month	PD	for	financial	assets
for	 which	 credit	 risk	 has	 not	 significantly	 increased,	 the	 credit	 union	 measures	 ECL
considering	 the	 risk	 of	 default	 over	 the	 maximum	 contractual	 period	 (including	 any
borrower’s	 extension	 options)	 over	 which	 it	 is	 exposed	 to	 credit	 risk,	 even	 if,	 for	 risk
management	 purposes,	 the	 credit	 union	 considers	 a	 longer	 period.	 	 The	 maximum
contractual	period	extends	to	the	date	at	which	the	credit	union	has	the	right	to	require
repayment	of	an	advance	or	terminate	a	loan	commitment	or	guarantee.

However,	 for	 retail	 overdrafts	 and	 credit	 card	 facilities	 that	 include	both	a	 loan	and	an
undrawn	 commitment	 component,	 the	 credit	union	measures	ECL	over	 a	period	 longer
than	 the	 maximum	 contractual	 period	 when	 the	 credit	 union’s	 contractual	 ability	 to
demand	repayment	and	cancel	the	undrawn	commitment	does	not	limit	the	credit	union’s
exposure	to	credit	losses	to	the	contractual	notice	period.	 	These	facilities	do	not	have	a
fixed	 term	 or	 repayment	 structure	 and	 are	 managed	 on	 a	 collective	 basis.	 	 The	 credit
union	can	cancel	them	with	immediate	effect	but	this	contractual	right	is	not	enforced	in
the	normal	day‐to‐day	management,	but	only	when	the	credit	union	becomes	aware	of	an
increase	 in	 credit	 risk	 at	 the	 facility	 level.	 	 This	 longer	 period	 is	 estimated	 taking	 into
account	the	credit	risk	management	actions	that	the	credit	union	expects	to	take	and	that
serve	 to	 mitigate	 ECL.	 	 These	 include	 a	 reduction	 in	 limits,	 cancellation	 of	 the	 facility
and/or	turning	the	outstanding	balance	into	a	loan	with	fixed	repayment	terms.
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18. FINANCIAL	RISK	REVIEW	(continued)

(a) Credit	Risk	(continued)

(iii) Amounts	arising	from	ECL	(continued)

Measurement	of	ECL	(continued)

Where	 modelling	 of	 a	 parameter	 is	 carried	 out	 on	 a	 collective	 basis,	 the	 financial
instruments	are	grouped	on	the	basis	of	shared	risk	characteristics	that	include:

 instrument	type;
 credit	risk	gradings;
 collateral	type;
 LTV	ratio	for	retail	mortgages;
 date	of	initial	recognition	(vintage);
 remaining	term	to	maturity;
 industry;	and
 geographic	location	of	the	borrower.

The	groupings	are	subject	to	regular	review	to	ensure	that	exposures	within	a	particular
group	remain	appropriately	homogeneous.	

(iv) Impaired	financial	assets	‐	comparative	information	under	IAS	39

Loans	with	renegotiated	terms

Loans	with	renegotiated	terms	are	defined	as	loans	that	have	been	restructured	due	to	a
deterioration	 in	 the	 borrower’s	 financial	 position,	 for	which	 the	 credit	 union	has	made
concessions	 by	 agreeing	 to	 terms	 and	 conditions	 that	 are	 more	 favourable	 for	 the
borrower	 than	 the	 credit	 union	 had	 provided	 initially	 and	 that	 it	would	 not	 otherwise
consider.		A	loan	continues	to	be	presented	as	part	of	loans	with	renegotiated	terms	until
maturity,	early	repayment	or	write‐off.

Loans	and	investment	debt	securities	that	are	past	due	but	not	impaired

Loans	and	 investment	debt	 securities	 that	are	 ‘past	due	but	not	 impaired’	are	 those	 for
which	 contractual	 interest	 or	 principal	 payments	 are	 past	 due	 but	 the	 credit	 union
believes	 that	 impairment	 is	 not	 appropriate	 on	 the	 basis	 of	 the	 level	 of	 security	 or
collateral	 available	 and/or	 the	 stage	of	 collection	of	 amounts	 owed	 to	 the	 credit	 union.
The	amounts	disclosed	exclude	assets	measured	at	FVTPL.
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19. FINANCIAL	RISK	MANAGEMENT

	(a) Introduction	and	Overview

The	credit	union	has	exposure	to	the	following	risks	from	financial	instruments:

‐	credit	risk;
‐	liquidity	risk;	and
‐	market	risks;

The	 significance	 of	 risk	 is	 assessed	within	 the	 context	 of	 the	 credit	 union	 as	 a	whole	 and	 is
measured	based	on	allocation	of	the	regulatory	capital	within	the	credit	union.

This	note	presents	 information	about	 the	credit	union’s	objectives,	policies	and	processes	 for
measuring	and	managing	risk.

	(b) Risk	Management	Framework

The	 credit	 union’s	 Board	 of	 Directors	 has	 overall	 responsibility	 for	 the	 establishment	 and
oversight	 of	 the	 credit	 union’s	 risk	 management	 framework.	 	 The	 Board	 of	 Directors	 is
responsible	for	developing	and	monitoring	risk	management	policies.	

The	credit	union’s	 risk	management	policies	are	established	 to	 identify	and	analyze	 the	risks
faced	by	the	credit	union,	to	set	appropriate	risk	limits	and	controls,	and	to	monitor	risks	and
adherence	 to	 limits.	 	 The	 risk	 management	 policies	 and	 systems	 are	 reviewed	 regularly	 to
reflect	changes	in	market	conditions	and	the	credit	union’s	activities.		The	credit	union,	through
its	 training	 and	 management	 standards	 and	 procedures,	 aims	 to	 develop	 a	 disciplined	 and
constructive	 control	 environment	 in	 which	 all	 employees	 understand	 their	 roles	 and
obligations.	

The	Board	of	Directors	oversees	how	management	monitors	compliance	with	the	credit	union’s
risk	management	policies	and	procedures,	and	reviews	the	adequacy	of	 the	risk	management
framework	in	relation	to	the	risks	faced	by	the	credit	union.		The	Board	of	Directors	is	assisted
in	 its	 oversight	 role	 by	 internal	 audit.	 	 Internal	 audit	 undertakes	 both	 regular	 and	 ad	 hoc
reviews	of	risk	management	controls	and	procedures,	the	results	of	which	are	reported	to	the
Board	of	Directors.

	(c) Credit	Risk

Credit	 risk	 is	 the	 risk	 of	 financial	 loss	 to	 the	 credit	 union	 if	 a	 customer	 or	 counterparty	 to	 a
financial	 instrument	 fails	 to	meet	 its	 contractual	 obligations,	 and	 arises	 principally	 from	 the
credit	 union’s	 loans	 and	 advances	 to	 customers	 and	 other	 banks,	 and	 investment	 debt
securities.	 	 For	 risk	 management	 reporting	 purposes,	 the	 credit	 union	 considers	 and
consolidates	all	elements	of	credit	risk	exposure	–	e.g.	 individual	obligor	default	risk,	regional
and	industry	sector	risk.	
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(c) Credit	Risk	(continued)

The	market	 risk	 in	 respect	of	 changes	 in	value	of	 financial	 assets	measured	at	FVTPL	arising
from	changes	in	market	credit	spreads	applied	to	debt	securities	and	derivatives	is	managed	as
a	component	of	market	risk.

The	credit	union’s	activities	may	give	rise	to	risk	at	the	time	of	settlement	of	transactions	and
trades.	 	 ‘Settlement	 risk’	 is	 the	 risk	 of	 loss	 due	 to	 the	 failure	 of	 an	 entity	 to	 honour	 its
obligations	to	deliver	cash,	securities	or	other	assets	as	contractually	agreed.	

For	certain	types	of	transaction,	the	credit	union	mitigates	this	risk	by	conducting	settlements
through	 a	 settlement/clearing	 agent	 to	 ensure	 that	 a	 trade	 is	 settled	 only	when	both	parties
have	fulfilled	their	contractual	settlement	obligations.		Settlement	limits	form	part	of	the	credit
approval/limit	monitoring	 process	 described	 earlier.	 	 Acceptance	 of	 settlement	 risk	 on	 free‐
settlement	 trades	 requires	 transaction‐specific	 or	 counterparty	 specific	 approvals	 from	 the
credit	union’s	Risk	Department.

The	Board	of	Directors	has	delegated	responsibility	for	the	oversight	of	credit	risk	to	its	Credit
Committee.		A	separate	Credit	department,	reporting	to	the	Credit	Committee,	is	responsible	for
managing	the	credit	union’s	credit	risk,	including	the	following:

 Formulating	 credit	 policies	 in	 consultation	 with	 business	 units,	 covering	 collateral
requirements,	 credit	 assessment,	 risk	 grading	 and	 reporting,	 documentary	 and	 legal
procedures,	and	compliance	with	regulatory	and	statutory	requirements.

 Establishing	 the	 authorization	 structure	 for	 the	 approval	 and	 renewal	 of	 credit
facilities.	 	 Authorisation	 limits	 are	 allocated	 to	 business	 unit	 Credit	 Officers.	 	 Larger
facilities	 require	 approval	 by	Credit,	 the	Head	of	 Credit,	 the	 Credit	 Committee	or	 the
Board	of	Directors,	as	appropriate.

 Reviewing	 and	 assessing	 credit	 risk:	 Credit	 assesses	 all	 credit	 exposures	 in	 excess	 of
designated	 limits,	 before	 facilities	 are	 committed	 to	 customers	 by	 the	 business	 unit
concerned.		Renewals	and	reviews	of	facilities	are	subject	to	the	same	review	process.

 Limiting	concentrations	of	exposure	to	counterparties,	geographies	and	industries	(for
loans	and	advances,	 financial	guarantees	and	similar	exposures),	and	by	issuer,	credit
rating	band	and	market	liquidity	(for	investment	securities).

 Developing	and	maintaining	the	credit	union’s	risk	groupings	to	categorize	exposures
according	to	the	degree	of	risk	of	default.		The	current	risk	grading	framework	consists
of	3	stages	reflecting	varying	degrees	of	risk	of	default.	 	The	responsibility	 for	setting
risk	grades	lies	with	the	final	approving	executive	or	committee,	as	appropriate.	 	Risk
grades	are	subject	to	regular	reviews	by	the	credit	union’s	Risk	Department.
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(c) Credit	Risk	(continued)

 Developing	 and	 maintaining	 the	 credit	 union’s	 processes	 for	 measuring	 ECL:	 This
includes	processes	for:

‐ 	initial	approval,	regular	validation	and	back‐testing	of	the	models	used;	and

‐ 	incorporation	of	forward‐looking	information.

 Reviewing	 compliance	 of	 business	 units	with	 agreed	 exposure	 limits,	 including	 those
for	selected	industries,	regional	risk	and	product	types.	 	Regular	reports	on	the	credit
quality	 of	 local	 portfolios	 are	 provided	 to	 Credit,	 which	 may	 require	 appropriate
corrective	 action	 to	 be	 taken.	 	 These	 include	 reports	 containing	 estimates	 of	 ECL
allowances.	

 Providing	 advice,	 guidance	 and	 specialist	 skills	 to	 business	 units	 to	 promote	 best
practice	throughout	the	credit	union	in	the	management	of	credit	risk.

Each	 business	 unit	 is	 required	 to	 implement	 credit	 policies	 and	 procedures,	 with	 credit
approval	authorities	delegated	from	the	Credit	Committee.		Each	business	unit	has	a	Credit	Risk
Officer	 who	 reports	 on	 all	 credit‐related	 matters	 to	 local	 management	 and	 the	 Credit
Committee.	 	 Each	 business	 unit	 is	 responsible	 for	 the	 quality	 and	 performance	 of	 its	 credit
portfolio	 and	 for	monitoring	 and	 controlling	 all	 credit	 risks	 in	 its	 portfolios,	 including	 those
subject	to	central	approval.	

Regular	audits	of	business	units	and	Credit	processes	are	undertaken	by	Internal	Audit.

Credit	risk	 is	 the	risk	of	 loss	to	the	credit	union	 if	a	customer	or	counterparty	defaults	on	its
contractual	 payment	 obligations.	 	 Credit	 risk	 may	 arise	 from	 loans	 and	 receivables	 and
principal	and	interest	amounts	due	on	investments.

Credit	risk	is	managed	in	accordance	with	policies	and	procedures	established	by	the	board	of
directors.		In	addition,	CUDGC	establishes	standards	with	which	the	credit	union	must	comply.

Except	as	otherwise	noted	below,	the	carrying	amount	of	the	financial	assets	recognized	in	the
financial	statements,	which	is	net	of	impairment	losses,	represents	the	credit	union's	maximum
exposure	 to	 credit	 risk,	without	 taking	 into	 account	 collateral	 of	 other	 credit	 enhancements
held.
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(c) Credit	Risk	(continued)

The	maximum	exposure	to	credit	risk	for	loans	and	receivables	at	the	reporting	date	was:

Board	Policy 2018 2017

Consumer	loans 20 ‐ 50% 51 % 49 %
Agricultural	loans 20 ‐ 40% 24 % 25 %
Commercial	loans 		0 ‐ 30% 15 % 16 %
Syndicated	loans 0 ‐ 20% 6 % 5 %
Leases 0 ‐ 20% 4 % 5 %

100 % 100 %

In	 addition,	 in	 the	 normal	 course	 of	 business,	 the	 credit	 union	 has	 entered	 into	 various
commitments	to	extend	credit	that	may	not	be	reported	on	the	statement	of	financial	position,
as	well	as	guarantees	and	standby	letters	of	credit.		The	primary	purpose	of	these	contracts	is
to	make	funds	available	for	the	financing	needs	of	members.		These	are	subject	to	normal	credit
standards,	financial	controls,	risk	management	and	monitoring	procedures.

Guarantees	and	standby	letters	of	credit	represent	irrevocable	assurance	that	the	credit	union
will	make	payments	 in	the	event	that	a	members	cannot	meet	 its	obligations	to	third	parties,
and	they	carry	the	same	risk,	recourse	and	collateral	security	requirements	as	loans	extended
to	members.		Documentary	and	commercial	letters	of	credit	are	instruments	issued	on	behalf	of
a	 members	 authorizing	 a	 third	 party	 to	 draw	 drafts	 on	 the	 credit	 union	 up	 to	 a	 stipulated
amount	 subject	 to	 specific	 terms	 and	 conditions.	 	 The	 credit	 union	 is	 at	 risk	 for	 any	 drafts
drawn	that	are	not	ultimately	settled	by	the	members	and	the	amounts	are	collateralized	by	the
goods	 to	which	 they	 relate.	 	 Commitments	 to	 extend	 credit	 represent	 unutilized	 portions	 of
authorizations	to	extend	credit	in	the	form	of	loans,	bankers'	acceptances	or	letters	of	credit.

The	 amounts	 reported	 below	 represent	 the	 maximum	 credit	 exposure	 to	 the	 credit	 union.
Many	of	these	contracts	expire	without	being	drawn	upon,	thereby	reducing	the	credit	union's
credit	 risk	 from	the	maximum	commitment.	 	As	many	commitments	will	expire	or	 terminate
without	 being	 funded,	 the	 amounts	 shown	 on	 the	 table	 below	 do	 not	 necessarily	 represent
future	cash	requirements.
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(c) Credit	Risk	(continued)

2018 2017

Undrawn	lines	of	credit $ 3,515,120 $ 3,457,755
Guarantees	and	standby	letters	of	credit 156,000 150,000
Undrawn	quick	loans 2,758,580 2,651,202
Commitments	to	extend	credit

‐ original	term	to	maturity	of	greater	than	one	year 543,171 908,917

$ 6,972,871 $ 7,167,874

Credit	 risk	 also	may	 arise	 from	 principal	 and	 interest	 amounts	 on	 investments.	 	 The	 credit
union	manages	this	credit	risk	through	adherence	to	 internal	policies	and	procedures	for	the
acquisition	 of	 investments	 which	 place	 the	 safety	 of	 principal	 and	 interest	 as	 the	 highest
priority.	 	 Investment	decisions	are	made	with	due	diligence	to	avoid	undue	risk	of	 loss	while
obtaining	 a	 reasonable	 return	 ensuring	 that	 all	 investments	 purchased	 are	 reasonable	 and
prudent.

The	credit	union's	investment	portfolio	risk	ratings	excluding	accrued	interest	are	as	follows:

2018 2017
Investment	Portfolio	Rating
Unrated $ 17,983,991 $ 12,695,299

SaskCentral	and	Concentra	investments,	including	shares,	are	unrated	and	total	$ 17,983,991
(2017	‐	$12,695,299)	excluding	accrued	interest.

	(d) Liquidity	Risk

Liquidity	risk	is	the	risk	of	financial	loss	to	the	credit	union	in	the	event	that	the	credit	union	is
unable	 to	generate	or	obtain	 the	necessary	cash	or	cash	equivalents	 in	a	 timely	manner,	at	a
reasonable	price,	to	meet	its	financial	commitments	as	they	come	due.

Liquidity	risk	is	managed	in	accordance	with	policies	and	procedures	established	by	the	board
of	directors.		In	addition,	CUDGC	establishes	standards	to	which	the	credit	union	must	comply.

The	credit	union's	primary	liquidity	risk	policies	and	procedures	include	the	following:

The	 credit	 union	 manages	 this	 credit	 risk	 through	 adherence	 to	 internal	 policies	 and
procedures	established	by	the	board	of	directors	to	monitor,	measure	and	control	the	exposure
to	liquidity	risk.		These	include	management	of	liquidity	on	a	daily	basis	factoring	in	known	and
projected	cash	inflows	and	outflows,	the	requirement	to	maintain	both	sufficient	liquid	assets
to	meet	normal	operating	requirements	and	excess	liquid	assets	that	can	be	converted	to	cash
with	minimal	 cost.	 	 In	 addition	CUDGC	establishes	 standards	 to	which	 the	 credit	 union	must
comply.
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(d) Liquidity	Risk	(continued)

The	 credit	 union	 enters	 into	 transactions	 to	 purchase	 goods	 and	 services	 on	 credit;	 borrow
funds	from	SaskCentral	or	other	creditors,	for	which	repayment	is	required	at	various	maturity
dates.		Liquidity	risk	is	measured	by	reviewing	the	credit	union's	future	net	cash	flows	for	the
possibility	of	a	negative	net	cash	flow.

The	credit	union	manages	the	liquidity	risk	from	these	transactions	by	investing	in	liquid	assets
such	as	money	market	term	deposits	and	by	entering	into	agreements	to	access	loans.

The	following	table	details	contractual	maturities	of	financial	assets	and	liabilities:

At		December	31,	2018:
<	1	year	 1‐2	years >	3	years Total

Cash	and	cash	equivalents $ 1,409,675 $ 1,409,675
Investments 15,023,974 3,000,010 18,023,984
Member	loans	receivable 7,838,909 826,431 27,521,234 36,186,574
Member	deposits 44,781,896 3,003,179 3,084,377 50,869,452

$ 69,054,454 $ 6,829,620 $ 30,605,611 $ 106,489,685

At	December	31,	2017:
<	1	year	 1‐2	years >	3	years Total

Cash	and	cash	equivalents $ 971,139 $ 971,139
Investments 11,716,969 $ 1,000,010 12,716,979
Member	loans	receivable 2,665,261 $ 2,441,421 31,427,203 36,533,885
Member	deposits 40,806,842 3,538,227 1,421,662 45,766,731

$ 56,160,211 $ 5,979,648 $ 33,848,875 $ 95,988,734

The	 credit	 union	manages	 the	 liquidity	 risk	 by	 requiring	 collateral	 to	 be	 given	 if	 an	 adverse
credit	related	event	occurs.

	(e) Market	Risk

Market	risk	is	the	risk	of	loss	in	value	of	financial	instruments	that	may	arise	from	changes	in
market	 factors	 such	 as	 interest	 rates,	 equity	 prices	 and	 credit	 spreads.	 	 The	 credit	 union's
exposure	changes	depending	on	market	conditions.	 	The	primary	market	risks	that	the	credit
union	is	exposed	to	are	interest	rate	risk.

The	credit	union	uses	different	risk	management	processes	to	manage	market	risk.
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(e) Market	Risk	(continued)

Market	risk	is	managed	in	accordance	with	policies	and	procedures	established	by	the	board	of
directors.		In	addition,	CUDGC	establishes	standards	to	which	the	credit	union	must	comply.

The	credit	union's	primary	market	risk	policies	and	procedures	include	policies	for	maximum
mismatched	levels,	monthly	monitoring	and	adjusting	product	mix	to	address	match	position.

(i) Interest	rate	risk

Interest	rate	risk	is	the	potential	adverse	impact	on	profit	due	to	changes	in	interest	rates.
The	 credit	 union's	 exposure	 to	 interest	 rate	 risk	 arises	 due	 to	 timing	 differences	 in	 the
repricing	assets	and	liabilities	as	well	as	due	to	financial	assets	and	liabilities	with	fixed	and
floating	 rates.	 	 The	 credit	 union's	 exposure	 to	 interest	 rate	 risk	 can	 be	measured	by	 the
mismatch	 or	 gap,	 between	 the	 assets,	 liabilities	 and	 off‐balance	 sheet	 instruments
scheduled	to	mature	or	reprice	on	particular	dates.	 	Gap	analysis	measures	the	difference
between	the	amount	of	assets	and	liabilities	that	reprice	in	specific	years.

To	 manage	 exposure	 to	 interest	 rate	 fluctuations	 and	 to	 manage	 asset	 and	 liability
mismatch,	the	credit	union	may	enter	into	interest	rate	swaps.		These	minimize	the	interest
rate	 risk	 and	 cash	 required	 to	 liquidate	 the	 contracts	 by	 entering	 into	 counter‐balancing
positions.		The	credit	union	did	not	use	interest	rate	swaps	in	the	current	year.

The	 table	 below	 summarizes	 the	 carrying	 amounts	 of	 financial	 instruments	 exposed	 to
interest	rate	risk	by	the	earlier	of	the	contractual	repricing/maturity	dates.		Repricing	dates
are	based	on	the	earlier	of	maturity	or	the	contractual	repricing	date	and	effective	interest
rates,	where	applicable,	represent	the	weighted	average	effective	yield.

In	thousands	of	Canadian	dollars
Over	 Over	

On Within	3 3	months 1	year Over Non‐interest 2018
demand months to	1	year to	5	years 5	years sensitive Total

Total	Assets $ 21,350 $ 2,837 $ 11,977 $ 18,141 $ 54,305

Total	Liabilities 29,478 932 1,856 5,877 38,143

On‐balance
sheet	gap $ (8,128)$ 1,905 $ 10,121 $ 12,264 $ NIL $ NIL $ 16,162
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19. FINANCIAL	RISK	MANAGEMENT	(continued)

	(e) Market	Risk	(continued)

(i) Interest	rate	risk	(continued)

In	thousands	of	Canadian	dollars
Over	 Over	

On Within	3 3	months 1	year Over Non‐interest 2017
demand months to	1	year to	5	years 5	years sensitive Total

On‐balance
sheet	gap $ (1,729)$ 54 $ 5,280 $ 11,261 $ NIL $ (14,866) $ NIL

The	 above	 table	 does	 not	 identify	 management's	 expectations	 of	 future	 events	 where
repricing	and	maturity	dates	differ	from	contractual	dates.

A	plus	or	minus	1%	change	 in	 interest	rates	with	all	other	variables	held	constant	would
result	 in	an	 increase/a	decrease	 in	 the	credit	union's	profit	 for	the	year	ended	December
31,	2018	of	$40,824	(2017	‐	$49,900).		The	credit	union	uses	static	gap	reports	to	simulate
the	effect	of	a	change	in	the	market	rate	of	interest.

	 (ii) Foreign	currency	risk

Foreign	 currency	 risk	 is	 the	 risk	 that	 the	 fair	 value	 or	 future	 cash	 flows	 of	 a	 financial
instrument	will	fluctuate	because	of	changes	in	foreign	exchange	rates.		The	credit	union's
exposure	to	foreign	currency	risk	arises	due	to	members'	U.S.	dollar	deposits.		In	seeking	to
manage	 the	 risks	 from	 foreign	exchange	 rate	 fluctuations,	 the	 credit	union	maintains	 the
same	amount	of	foreign	denominated	assets	as	foreign	denominated	liabilities.

20. FAIR	VALUE	OF	FINANCIAL	INSTRUMENTS

Fair	 values	 represent	 estimates	of	 value	 at	 a	 particular	point	 in	 time	and	may	not	be	 relevant	 in
predicting	future	cash	flows	or	earnings.	 	Estimates	respecting	fair	values	are	based	on	subjective
assumptions	and	contain	significant	uncertainty.		Potential	income	taxes	or	other	expenses	that	may
be	incurred	on	actual	disposition	have	not	been	reflected	in	the	fair	values	disclosed.

(a) Methods	and	Assumptions

The	 following	 methods	 and	 assumptions	 were	 used	 to	 estimate	 fair	 values	 of	 financial
instruments:

The	fair	values	of	short	term	financial	instruments	including	cash,	other	assets,	other	liabilities,
accrued	income	and	expenses	are	approximately	equal	to	their	book	values	due	to	their	short
term	nature.
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20. FAIR	VALUE	OF	FINANCIAL	INSTRUMENTS	(continued)

(a) Methods	and	Assumptions	(continued)

Fair	 values	 of	 investments	 are	 based	 on	 quoted	 market	 prices,	 when	 available,	 or	 quoted
market	prices	of	similar	investments.

For	 variable	 interest	 rate	 loans	 that	 reprice	 frequently,	 fair	values	 approximate	book	values.
Fair	values	of	other	 loans	are	estimated	using	discounted	cash	 flow	calculations	with	market
interest	rates	for	similar	groups	of	loans.

Carrying	values	approximate	fair	values	for	deposits	and	membership	shares	without	specified
maturity	terms.		Fair	values	for	other	deposits	and	loans	payable	with	specified	maturity	terms
are	estimated	using	discounted	cash	flow	calculations	at	market	rates	for	similar	deposits	with
similar	terms.

The	 interest	 rates	 used	 to	 discount	 estimated	 cash	 flows,	when	 applicable,	 are	based	on	 the
government	 treasury	 bill	 rates	 for	 investments	 with	 maturities	 less	 than	 a	 year	 and
government	 bond	 rates	 for	 longer‐term	 investments.	 	 Loan	 discount	 rates	 are	 based	 on	 the
credit	union's	best	consumer	rate	plus	an	adequate	credit	spread.		These	are	as	follows:

2018 2017

Investments 			1.045‐1.87% 					1.045‐1.87%
Loans 									3.99‐5.5% 								3.99‐5.5%
Deposits 								0.25‐1.4% 									0.25‐1.4%

The	following	table	provides	an	analysis	of	financial	instruments	measured	at	fair	value	at	the
end	of	the	reporting	period,	by	the	fair	value	hierarchy	into	which	the	fair	value	measurement
is	categorized:

2018
In	thousands	of	Canadian	dollars

STATED FAIR LEVEL LEVEL LEVEL
VALUE VALUE 1 2 3

Financial	Assets

Investments $ 18,024 $ 18,044 $ 18,044
Loans 36,184 36,210 36,210
	

$ 54,208 $ 54,254 $ NIL $ 54,254 $ NIL

Financial	Liabilities

Deposits $ 38,143 $ 38,219 $ NIL $ 38,219 $ NIL
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20. FAIR	VALUE	OF	FINANCIAL	INSTRUMENTS	(continued)

(a) Methods	and	Assumptions	(continued)

2017
In	thousands	of	Canadian	dollars

STATED FAIR LEVEL LEVEL LEVEL
VALUE VALUE 1 2 3

Financial	Assets

Investments $ 12,716 $ 12,718 $ 12,718
Loans 35,818 35,935 35,935

$ 48,534 $ 48,653 $ NIL $ 48,653 $ NIL

Financial	Liabilities

Deposits $ 33,818 $ 33,864 $ NIL $ 33,864 $ NIL

There	were	no	transfers	between	level	1	and	level	2	in	the	period.

21. COMMITMENTS

The	credit	union	entered	 into	a	 ten	year	commitment	 for	 the	provision	of	 retail	banking	services
provided	by	Celero	Solutions	with	a	five	year	contract	renewal	option.		The	annual	operating	fee	is
calculated	 as	 a	 percentage	 of	 the	 aggregate	 fees	 paid	 by	 all	 credit	 unions	 using	 the	new	banking
system.		The	operating	fees	for	2018	were	$47,102	(2017	‐	$47,455).

22. INCOME	TAXES

Income	tax	expense	is	comprised	of:

2018 2017

Current	tax	expense

Current	year $ 50,728 $ 59,690
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22. INCOME	TAXES	(continued)

The	income	tax	expense	for	the	year	can	be	reconciled	to	the	accounting	profit	as	follows:

2018 2017

Profit	before	provision	for	income	tax $ 393,720 $ 427,897
Combined	federal	and	provincial	tax	rate 40% 40%

Income	tax	expense	at	statutory	rate 157,488 171,159
Adjusted	for	the	effect	of:

‐ non‐deductible	expenses 4,860 19,850
‐ small	business	deduction (111,620) (131,319)

$ 50,728 $ 59,690
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Celebrating 75 years of Success!! 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

2018 Annual General Meeting 

General Manager, Ross Houston thanked 

Wanda Mosimann and Glenda Weber for 15 

years of service and presented each of 

them with a long-term service award. 

 

Gilbert presented Evelyn Cooper with 

an Order of Merit certificate. 

 

President, Gilbert 

LaClare thanked 

Larry McDaid for 

40 years as a 

board member 

and presented 

him with a 

certificate of 

recognition. 

 

Gilbert 

thanked 

retiring board 

member Lucie 

Baillargeon for 

her years of 

service. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

  

 

 

 

Movember Awareness!! 

Movember is an annual event involving 

the growing of moustaches during the 

month of November to raise awareness 

of men's health issues, such as 

prostate cancer, testicular cancer, and 

men's suicide. 

  

  

Special birthdays in the office in 2018 

Wanda’s 40th & 

Paulette’s 60th 
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Giving back to our Community!! 

$5,000.00 donation to the Edam Playground Committee 

Picnic Lake Fish Derby 

We provided a prize, popcorn bags  

and worked the registration table 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5th Annual Texas Scramble Golf Tournament 

for the Edam Early Learning Centre 
 

We provided a silent auction item and we 

sponsored a team for golf and supper. 

The 2018 Abe Wouters Community Scholarship 

was presented to Macey Levasseur 

We supplied Edam Minor Ball with our  

personalized bottled water 

We sponsored the Midwest Roping 

Association with this cooler as one 

of their yearend prizes 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

We provided the clerking 

services for the Edam Fall Fair 

We supplied the Result Motorcross Park 

with pop for their canteen 

We provided this 

fantastic prize for 

the Ladies Night 

fundraiser for the 

Edam Community 

Recreation Centre 

We provided the H. Hardcastle School 

Senior Boys team with bottled water 

during their provincial run 

We were very happy to donate our 2018 “Thursday Dress Down” funds  

to the Edam Handi Van Service 
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