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Management’s Responsibility

To the Members of Moya Financial Credit Union Limited:
The accompanying financial statements of Moya Financial Credit Union Limited are the responsibility of management and have
been approved by the Board of Directors. The accompanying financial statements reflect the operations Slovenia Parishes
(Toronto) Credit Union Limited up to the date of amalgamation with Krek Slovenian Credit Union Ltd. on January 1, 2016 and
the activities of the merged credit union thereafter.
Management is responsible for the preparation and presentation of the accompanying financial statements, including
responsibility for significant accounting judgments and estimates in accordance with International Financial Reporting
Standards. This responsibility includes selecting appropriate accounting policies and methods, and making decisions affecting
the measurement of transactions in which objective judgment is required.
In discharging its responsibilities for the integrity and fairness of the financial statements, management designs and maintains
the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the
preparation of financial statements.
The Board of Directors are responsible for overseeing management in the performance of its financial reporting responsibilities,
and for approving the financial statements. The Audit and Risk Committee has the responsibility of meeting with management
and external auditors to discuss the internal controls over the financial reporting process, auditing matters and financial reporting
issues. The Audit and Risk Committee is also responsible for recommending the appointment of the Credit Union’s external
auditors.
MNP LLP, an independent firm of Chartered Professional Accountants, is appointed by the members to audit the financial
statements and report directly to them; their report follows. The external auditors have full and free access to, and meet
periodically and separately with, both the Audit and Risk Committee and management to discuss their audit findings.

February 9, 2017

_________________________________________
CEO
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Independent Auditors’ Report

To the Members of Moya Financial Credit Union Limited:
We have audited the accompanying financial statements of Moya Financial Credit Union Limited, which comprise the statement
of financial position as at December 31, 2016, the statements of income, comprehensive income, changes in members’ equity
and cash flows for the 15-month period then ended, and a summary of significant accounting policies and other explanatory
information.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these 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.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of Moya Financial Credit
Union Limited as at December 31, 2016, and its financial performance and its cash flows for the 15-month period then ended in
accordance with International Financial Reporting Standards.
Other Matter
The financial statements of Slovenia Parishes (Toronto) Credit Union Limited for the year ended September 30, 2015 were
audited by another auditor who expressed an unmodified opinion on those statements on November 10, 2015.

Mississauga, Ontario

Chartered Professional Accountants

February 9, 2017

Licensed Public Accountants
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Moya Financial Credit Union Limited
Statement of Financial Position
As at December 31, 2016
September 30,
December 31,
In $
Assets
Cash
Investments (Note 6)
Member loans (Note 7)
Prepaid expenses
Deferred income taxes (Note 13)
Interest rate swaps (Note 8)
Property and equipment (Note 9)
Intangible assets (Note 10)

Liabilities
Member deposits (Note 11)
Accounts payable and accrued liabilities
Taxes payable (Note 13)
Deferred income taxes (Note 13)
Member shares (Note 12)

2016

2015

8,724,644
62,986,395
148,623,986
83,306
532,391
1,766,110
401,362

6,260,907
46,319,080
58,633,673
83,906
1,357
578,912
-

223,118,194

111,877,835

204,769,735
358,825
290,551
169,873

103,880,750
80,760
2,462
-

659,711

479,519

206,248,695

104,443,491

8,352,253
8,244,507
272,739

7,171,664
262,680

16,869,499

7,434,344

223,118,194

111,877,835

Commitments (Note 18)
Members' Equity
Contributed surplus (Note 14)
Retained earnings
Accumulated other comprehensive income

Approved on behalf of the Board

Director

Director

The accompanying notes form part of the financial statements
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Moya Financial Credit Union Limited
Statement of Income
For the 15 months ended December 31, 2016
December 31,
2016
(15 months)

September 30,
2015
(12 months)

5,051,390
1,338,199

1,815,238
800,324

6,389,589

2,615,562

Interest expense
Member deposits

2,322,674

1,007,630

Net interest income
Provision for (recovery of) impaired loans (Note 7)

4,066,915
7,745

1,607,932
(33,245)

Net interest income after provision for impaired loans
Other income

4,059,170
360,516

1,641,177
73,606

Net interest and other income

4,419,686

1,714,783

Operating expenses
Administrative expenses (Schedule)
Salaries and benefits

1,713,513
1,738,277

676,226
619,265

3,451,790

1,295,491

967,896

419,292

In $
Interest income
Member loans
Investments

Income before other items
Other items
Amortization of amalgamation fair value adjustments
Unrealized gain on interest rate swap agreements

(264,831)
637,538

Income before income taxes

1,340,603

Income taxes (Note 13)
Current
Deferred

Net income

The accompanying notes form part of the financial statements
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419,292

436,176
(168,416)

69,204
-

267,760

69,204

1,072,843

350,088

Moya Financial Credit Union Limited
Statement of Comprehensive Income
For the 15 months ended December 31, 2016

In $
Net income for the period

December 31,
2016
(15 months)

September 30,
2015
(12 months)

1,072,843

350,088

Other comprehensive income
Will be reclassified to net income when certain conditions are met:
Unrealized gain on available for sale investments
Income tax expense relating to other comprehensive income

11,904
(1,845)

16,670
(2,670)

Total other comprehensive income

10,059

14,000

1,082,902

364,088

Total comprehensive income for the period

The accompanying notes form part of the financial statements
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Moya Financial Credit Union Limited
Statement of Changes in Members' Equity

In $

Contributed
surplus

For the 15 months ended December 31, 2016
Accumulated
other
Retained comprehensive
earnings
income
Total

Balance, September 30, 2014
Net income for the year
Other comprehensive income for the year, net of tax

-

6,821,576
350,088
-

246,010
16,670

7,067,586
350,088
16,670

Balance, September 30, 2015
Net income for the period
Other comprehensive income for the period, net of tax
Amalgamation of Slovenia Parishes (Toronto) Credit Union
Limited and Krek Slovenian Credit Union Ltd. (Note 14)

-

7,171,664
1,072,843
-

262,680
10,059

7,434,344
1,072,843
10,059

8,352,253

-

-

8,352,253

Balance, December 31, 2016

8,352,253

8,244,507

272,739

16,869,499

The accompanying notes form part of the financial statements
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Moya Financial Credit Union Limited
Statement of Cash Flows
For the 15 months ended December 31, 2016

In $
Cash provided by (used for) the following activities
Operating activities
Net income for the period
Adjustments for:
Interest revenue
Interest expense
Provision for (recovery of) impaired loans
Depreciation and amortization
Amortization of amalgamation fair value adjustments
Provision for income taxes
Net change in prepaid expenses
Net change in accounts payable and accrued liabilities
Net change in deferred income taxes
Interest received on member loans
Interest received on investments
Interest paid on member deposits
Income taxes recovered (paid)

December 31,
2016
(15 months)

September 30,
2015
(12 months)

1,072,843

350,088

(6,389,589)
2,322,674
7,745
137,773
264,831
267,760
600
278,065
171,230
4,535,104
473,418
(1,696,481)
18,484
1,464,457

Investing activities
Purchase of property and equipment
Net change in member loans
Net change in investments

Financing activities
Net change in member deposits
Net change in member shares
Net assets acquired through business combination

(2,615,562)
1,007,630
(33,245)
23,097
69,204
(43,411)
(40,284)
1,815,726
677,234
(1,010,332)
(61,283)
138,862

(852,180)
(89,201,804)
(16,303,429)

(9,098)
(2,243,903)
(8,184,055)

(106,357,413)

(10,437,056)

100,262,792
180,192
6,913,709

4,443,326
(11,131)
-

107,356,693

4,432,195

Net change in cash during the period
Cash, beginning of period

2,463,737
6,260,907

(5,865,999)
12,126,906

Cash, end of period

8,724,644

6,260,907

The accompanying notes form part of the financial statements
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

1.

Reporting entity information
Entity information
Moya Financial Credit Union Limited (the "Credit Union"), formerly Slovenia Parishes (Toronto) Credit Union Limited, is a
financial institution incorporated in Ontario under the Credit Unions and Caisses Populaires Act, 1994 and operates in
accordance with this statute and the accompanying regulations. The Credit Union is a member of Central 1 Credit Union
("Central 1") and the prescribed level of deposits are insured by the Deposit Insurance Corporation of Ontario ("DICO").
The Credit Union provides financial products and services to members throughout Ontario. The Credit Union's registered
office and principal place of business is located at 725 Browns Line, Toronto, Ontario.

2.

Basis of presentation
Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”),
issued by the International Accounting Standards Board and the interpretations of the IFRS Interpretations Committee
(“IFRIC”). The financial statements have been prepared in accordance with all IFRS issued and in effect as at December
31, 2016.
As a result of an amalgamation between Slovenia Parishes (Toronto) Credit Union Limited (“Slovenia”) and Krek
Slovenian Credit Union Ltd. (“Krek”) on January 1, 2016, (Note 14) the Credit Union is required to adopt a December 31
year-end in accordance with the Credit Unions and Caisses Populaires Act, 1994. The comparative figures include the
activity of Slovenia for the 12-month period ended September 30, 2015. The period ended December 31, 2016 reflects a
15-month period, including 3 months of Slovenia’s operations prior to amalgamation and the following 12 months of the
amalgamated credit union. The comparative information being presented may not be entirely comparable.
These financial statements for the 15-month period ended December 31, 2016 were approved and authorized for issue
by the Board of Directors on February 9, 2017.
Basis of measurement
The financial statements have been prepared using the historical basis except for the revaluation of certain non-current
assets and financial instruments. The principal accounting policies are set out in Note 3.
Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the Credit Union’s functional currency.

3.

Significant accounting policies
The Credit Unions and Caisses Populaires Act, 1994 (the "Act")
Regulations to the Act specify that certain items are required to be disclosed in the financial statements which are
presented at annual meetings of members. It is management's opinion that the disclosures in these financial statements
and notes comply, in all material respects, with the requirements of the Act. Where necessary, reasonable estimates and
interpretations have been made in presenting this information.
Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits with Central 1 and Canadian banks.
Investments
Each investment is classified into one of the categories described under financial instruments. The classification dictates
the accounting treatment for the carrying value and changes in that value.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

3.

Significant accounting policies (continued)
Member loans
Loans are measured at their amortized cost. Amortized cost is calculated as the loan’s principal amount, less any
allowance for estimated losses, plus accrued interest, using the effective interest method.
Impairment of financial assets
For financial assets carried at amortized cost, the Credit Union first assesses individually whether objective evidence of
impairment exists for financial assets that are significant, or collectively for financial assets that are not individually
significant. If the Credit Union determines that no objective evidence of impairment exists for an individually assessed
loan, then it includes that financial asset in a group of financial assets with similar credit risk characteristics and
collectively assessed them for impairment. Financial assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognized are not included in a collective assessment for impairment.
If there is objective evidence that an impairment loss has occurred, the amount of the loss is measured as the difference
between the loan’s carrying amount and the present value of estimated future cash flows. Financial assets are
considered impaired when contractual payments are in arrears in excess of 90 days, unless the loan is fully secured.
Fully secured loans are classified as impaired after a delinquency period of greater than 180 days. The carrying amount
of the financial asset is reduced through the use of the provision for impaired financial assets and the amount of the
impairment loss is recognized in current period income.
Financial assets, together with the associated provision for impairment are reported as an impairment loss when there is
no expectation of future recovery. Interest income is accrued until the financial asset becomes a credit loss.
The present value of the estimated future cash flows is discounted at the financial assets original effective interest rate.
The calculation of the present value of estimated future cash flows reflects the projected cash flows, including
prepayment losses, and costs to securitize and service financial assets.
For the purpose of the collective evaluation of loan impairment, financial assets are grouped on the basis of the Credit
Union’s internal system that considers credit risk, characteristics such as asset type, industry, geographical location,
collateral, delinquency status and other relevant economic factors.
Future cash flows on the group of financial assets that are collectively evaluated for impairment are estimated on the
basis of historical loss experience for assets with credit risk characteristics similar to those in the group. Historical credit
loss experience is adjusted on the basis of current observable data to reflect the effects of current conditions on which
the historical credit loss experience is based and to remove the effects of conditions in the historical period that do not
exist currently. Estimates of changes in future cash flows reflect, and are directionally consistent with, changes in related
observable data from year to year such as changes in unemployment rates, inflation, borrowing rates, property values or
other factors that are indicative of incurred losses in the group and their magnitude.
Property and equipment
Items of property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes
expenditures that are directly attributable to the acquisition of the asset. When components of an item of property and
equipment have different useful lives, they are accounted for as separate items.
Depreciation is provided using the methods and rates intended to depreciate the cost of the assets over their estimated
useful lives:

Building and components
Furniture and equipment
Computer hardware

Method

Life/Rate

declining balance
declining balance
declining balance

5 – 15%
20%
30%

The useful lives of items of property and equipment are reviewed on an annual basis and altered if estimates have
changed significantly. Gains or losses on the disposal of property and equipment are determined as the difference
between the net disposal proceeds and the carrying amount of the asset, and are recognized in the statement of income.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

3.

Significant accounting policies (continued)
Intangible assets
Intangible assets include a core deposit intangible asset and computer software.
The core deposit intangible asset was acquired through a business combination, and represents the fair market value of
the cost savings inherent in acquiring a portfolio of demand deposits with a lower cost of funding versus attracting funds
in the open market. Amortization is recorded on a straight-line basis over 4 years, from the date of the business
combination.
Computer software is amortized to profit or loss on a declining balance basis at an annual rate of 30%. The useful life of
computer software will be reviewed on an annual basis and the useful life is altered if estimates have changed
significantly. Gains or losses on the disposal of intangible assets will be determined as the difference between the net
disposal proceeds and the carrying amount of the asset, and recognised in profit or loss as other operating income or
other operating costs, respectively
Impairment of non-financial assets
At the end of each reporting period, the Credit Union reviews the carrying amounts of its non-financial assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss, if any.
Where it is not possible to estimate the recoverable amount of an individual asset, the Credit Union estimates the
recoverable amount of the cash-generating units (“CGU”) to which the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated to individual CGU’s, or otherwise they are
allocated to the smallest group of CGU’s for which a reasonable and consistent allocation basis can be identified.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows
have not been adjusted.
If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of the
asset or CGU is reduced to its recoverable amount. An impairment loss is recognized immediately in current period
income.
Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset or CGU in prior years. A reversal of
an impairment loss is recognized immediately in current period income.
Member deposits
Member deposits are initially recognized at fair value and are subsequently measured at amortized cost using the
effective interest method.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

3.

Significant accounting policies (continued)
Member shares
Shares redeemable at the option of the member, either on demand or on withdrawal from membership, are classified as
liabilities.
Revenue recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Credit Union and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognized.
Interest income is recognized as interest accrues using the effective interest rate method. The effective interest rate is the
rate that discounts the estimated future cash flows over the expected life of the financial instrument back to the net
carrying amount of the financial asset. Other revenue and expenses that relate to the return on a loan or investment are
incorporated into the effective interest rate and amortized to revenue over the life of the loan.
Other income is recognized when services are provided to members and collection is reasonably assured.
Distribution to members
Patronage distributions are recognized in net income when circumstances indicate the credit union has a construction
obligation it has little or no discretion to avoid, and it can make a reasonable estimate of the amount required to settle the
obligation.
Post-employment benefits
The Credit Union participates in a defined contribution pension plan with eligible employees. Contributions are recognized
as an expense in the year to which they relate.
Income taxes
Current and deferred taxes are recognized in net income, other comprehensive income or equity, depending on where
the related income or expense is recorded.
Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities where the Credit Union operates and generates income. The calculation of current
tax is based on the tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting
period.
Deferred tax assets and liabilities generally arise where the carrying amount of an asset or liability differs from its tax
base.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the assets
are realized or the liabilities are settled. The calculation of deferred tax is based on the tax rates and tax laws that have
been enacted or substantively enacted by the end of the reporting period.
Deferred tax assets are recognized to the extent that it is probable that future taxable profit will be available against which
the temporary differences can be utilized. Recognition of deferred tax assets for unused tax losses, tax credits and
deductible temporary differences is restricted to those instances where it is probable that future taxable profit will be
available which allow the deferred tax asset to be utilized. Deferred 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.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

3.

Significant accounting policies (continued)
Foreign currency translation
Transactions denominated in foreign currencies are translated into their Canadian dollar equivalent at exchange rates
prevailing at the transaction dates. Monetary assets and liabilities are retranslated at the exchange rates at the balance
sheet date. Exchange translation gains and losses are included in income.
Non-monetary items that are measured at historical cost are translated using the exchange rates at the date of the
transaction.
Financial instruments
All financial instruments are initially recognized on the balance sheet at fair value upon acquisition. Measurement in
subsequent periods depends on whether the financial instrument has been classified as fair value through profit or loss,
available for sale, held to maturity, loans and receivables, or other financial liabilities. For instruments classified as other
than fair value through profit and loss, transaction costs related to the acquisition of the instrument are added to the fair
value upon initial recognition.
The financial instruments classified as fair value through profit or loss are measured at fair value with unrealized gains
and losses recognized in net income. The Credit Union has cash and interest rate swaps classified as fair value through
profit or loss.
Available for sale financial assets are measured at fair value with unrealized gains and losses recognized in other
comprehensive income. In the period in which the asset is sold, or otherwise derecognized, the cumulative gain or loss,
previously recorded in other comprehensive income, is recognized in net income. The Credit Union has some
investments that are not traded in an active market classified as available for sale.
The financial assets classified as loans and receivables are initially measured at fair value plus transaction costs, then
subsequently carried at amortized cost. The Credit Union's financial instruments classified as loans and receivables
include deposits with Central 1 and member loans.
The financial assets classified as held to maturity are initially measured at fair value, then subsequently carried at
amortized cost. The Credit Union holds bonds which are classified as held to maturity.
Financial instruments classified as other financial liabilities include member deposits, accounts payable and accrued
liabilities, and membership shares classified as liabilities. Other financial liabilities are initially measured at fair value and
then subsequently carried at amortized cost.
Derivative financial instruments
The Credit Union has entered into interest rate swap contracts with Central 1 to hedge the Credit Union's exposure to
interest rate risks. These instruments are measured at fair value, both initially and subsequently. Any related transaction
costs are expensed. Gains and losses arising from changes in fair value of these instruments are recorded in net
income.
De-recognition of financial assets
De-recognition of a financial asset occurs when:
i)
ii)

The Credit Union does not have rights to receive cash flows from the asset;
The Credit Union has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a “pass-through” arrangement;
and either:
a. The Credit Union has transferred substantially all the risks and rewards of the asset; or
b. The Credit Union has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

3.

Significant accounting policies (continued)
Financial instruments (continued)
When the Credit Union has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred or retained substantially all of the risks and rewards of the asset nor transferred
control of the asset, the asset is recognized to the extent of the Credit Union’s continuing involvement in the asset. In that
case, the Credit Union also recognizes an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Credit Union has retained.
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. Where an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of the
existing liability are substantially modified, such an exchange or modification is treated as a de-recognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amount is recognized in income.

4.

Significant accounting judgements, estimates, and assumptions
Use of estimates and judgements
As the precise determination of many assets and liabilities is dependent upon future events, the preparation of financial
statements for a period necessarily involves the use of estimates and approximations which have been made using
careful judgment. These estimates are based on management's best knowledge of current events and actions that the
Credit Union may undertake in future years.
Allowance for impaired loans
The Credit Union reviews its individually significant loans at each reporting date to assess whether an impairment loss
should be recognized. In particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the impairment loss.
In estimating these cash flows, the Credit Union makes judgements about the borrower’s financial situation and the net
realizable value of collateral. These estimates are based on assumptions about a number of factors and actual results
may differ, resulting in future changes to the allowance.
Member loans that have been assessed individually and found not to be impaired and all individually insignificant loans
are then assessed collectively, in groups of assets with similar risk characteristics, to determine whether provision should
be made due to incurred loss events for which there is objective evidence but whose effects are not yet evident. The
general provision assessment takes account of data from the loan portfolio such as credit quality, delinquency, historical
performance and industry economic outlook.
Useful lives of depreciable assets
Management reviews the useful lives of depreciable assets at each reporting date. At December 31, 2016, management
assesses that useful lives represent the expected utility of the assets to the Credit Union. The carrying amounts are
analyzed in Note 10. Actual results, however, may vary due to technical obsolescence, particularly for software and
electronic equipment.
Financial instruments not traded in active markets
For financial instruments not traded in active markets, fair values are determined using valuation techniques such as the
discounted cash flow model that rely on assumptions that are based on observable active markets or rates. Certain
assumptions take into consideration liquidity risk, credit risk and volatility.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

5.

Changes in accounting policies and standards and interpretations not yet effective
The following new or amended standards and interpretations were applied for the first time during the period.
Change in accounting policies
Annual Improvements to IFRSs 2012 – 2014 Cycle (Amendment)
In September 2014, the International Accounting Standards Board (IASB) issued a series of amendments to IFRSs in
response to issues addressed during the 2012-2014 cycle. The amendments are summarized below:
IFRS 7 Financial Instruments: Disclosures: Amendments to clarify how an entity should apply financial instruments
“transfer of financial assets” guidance to a servicing contract. In general, servicing contracts meet the definition of
“continuing involvement” for the purposes of applying the disclosure requirements.
IAS 19 Employee Benefits: Amendments to clarify that the high quality corporate bonds used to estimate the discount
rate for post-employment benefit obligations should be denominated in the same currency as the liability. In the absence
of availability of high quality corporate bond rates, government bonds denominated in the same currency shall be used.
The amendments above are effective for annual periods beginning on or after January 1, 2016. The amendments did not
impact the Credit Union’s financial results.
IAS 1 Presentation of Financial Statements (Amendment)
In December 2014, the International Accounting Standards Board (IASB) issued amendments to IAS 1, incorporated into
Part I of the CPA Canada Handbook – Accounting by the Accounting Standards Board (AcSB) in April 2015. The
amendments are part of the IASB’s Disclosure Initiative to address some of the concerns expressed about existing
presentation and disclosure requirements and to ensure entities are able to use judgment when preparing their financial
statements. The amendments are intended to clarify the following: (1) that entities shall not aggregate or disaggregate
information in a manner that obscures useful information; (2) that materiality requirements apply to the statements of
profit or loss and other comprehensive income, statement of financial position, statement of cash flows and statements of
changes in equity, and to the notes; (3) that when a standard requires a specific disclosure, the resulting information shall
be assessed to determine whether it is material and consequently whether presentation or disclosure of that information
is warranted; (4) that the list of line items to be presented in these statements can be disaggregated and aggregated as
relevant and additional guidance on subtotals in these statements; (5) that an entity’s share of OCI of equity-accounted
associates and joint ventures should be presented in aggregate as single line items based on whether or not it will be
subsequently reclassified to profit or loss; (6) that entities have flexibility as to the order in which they present the notes,
but also emphasize that understandability and comparability should be considered by an entity when deciding that order.
These amendments are effective for annual periods beginning on or after January 1, 2016. The amendments did not
impact the Credit Union’s financial results.
IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets (Amendment)
The amendments to IAS 16 and IAS 38, issued by the International Accounting Standards Board (IASB) in May 2014 and
incorporated into Part I of the CPA Canada Handbook – Accounting by the Accounting Standards Board (AcSB) in July
2014, clarify that the use of revenue-based methods to calculate the depreciation of an asset is not appropriate.
Amendments to IAS 38 specify that an amortization method based on revenue is generally presumed to be an
inappropriate basis for measuring the consumption of the economic benefits embodied in an intangible asset. The
amendments are effective for annual periods beginning on or after January 1, 2016. The amendments did not impact the
Credit Union’s financial results.
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Moya Financial Credit Union Limited
Schedule of Administrative Expenses
For the 15 months ended December 31, 2016

5.

Changes in accounting policies and standards and interpretations not yet effective (continued)
Standards and interpretations issued but not yet effective
The Credit Union has not yet applied the following new or amended standards and interpretations that have been issued
at December 31, 2016 but are not yet effective. The Credit Union is assessing the impact of these pronouncements on its
financial statements.
IFRS 9 Financial Instruments (New)
In July 2014, the International Accounting Standards Board (IASB) issued the final version of IFRS 9 (2014), incorporated
into Part I of the CPA Canada Handbook – Accounting by the Accounting Standards Board (AcSB) in February 2015, as
a complete standard including the requirements previously issued and the additional amendments to introduce a new
expected loss impairment model and limited changes to the classification and measurement requirements for financial
assets. This standard will replace IAS 39 Financial Instruments: Recognition and Measurement. The standard requires
classification of financial assets into two measurement categories based on the entity’s business model for managing its
financial instruments and the contractual cash flow characteristics of the instrument. The categories are those measured
at fair value and those measured at amortized cost. The classification and measurement of financial liabilities is primarily
unchanged from IAS 39, other than the fair value measurement option which now addresses an entity’s own credit risk.
Additional amendments were made with respect to impairment and hedge accounting. This new standard will also impact
disclosures provided under IFRS 7 Financial instrument: disclosures. IFRS 9 is effective for annual periods beginning on
or after January 1, 2018. The Credit Union has not determined the impact of this pronouncement on its financial
statements.
IFRS 16 Leases (New)
In January 2016, the International Accounting Standards Board (IASB) issued a new International Financial Reporting
Standard (IFRS) on lease accounting which was incorporated into Part I of the CPA Canada Handbook – Accounting by
the Accounting Standards Board (AcSB) in June 2016. IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining
Whether an Arrangement Contains a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. IFRS 16 introduces a single lessee accounting model that requires
a lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset
is of low value. Lease assets and liabilities are initially recognized on a present value basis and subsequently, similarly to
other non-financial assets and financial liabilities, respectively. The lessor accounting requirements are substantially
unchanged and, accordingly, continue to require classification and measurement as either operating or finance leases.
The new standard also introduces detailed disclosure requirements for both the lessee and lessor.
The new standard is effective for annual periods beginning on or after January 1, 2019. The Credit Union has not
determined the impact of these amendments on its financial statements.
IAS 7 Statement of Cash Flows (Amendment)
In January 2016, the International Accounting Standards Board (IASB) issued amendments to IAS 7 which were
incorporated into Part I of the CPA Canada Handbook – Accounting by the Accounting Standards Board (AcSB) in April
2016. The amendments are part of the IASB’s Disclosure Initiative to address some of the concerns expressed about
existing presentation and disclosure requirements. The amendments require entities to provide disclosures that enable
users of the financial statements to evaluate both cash flow and non-cash changes in liabilities arising from financing
activities.
These amendments are effective for annual periods beginning on or after January 1, 2017. The Credit Union has not
determined the impact of these amendments on its financial statements.
IAS 12 Income Taxes (Amendment)
In January 2016, the International Accounting Standards Board (IASB) issued amendments to IAS 12 which were
incorporated into Part I of the CPA Canada Handbook – Accounting by the Accounting Standards Board (AcSB) in April
2016. The amendments clarify how to account for deferred tax assets related to debt instruments measured at fair value.
The amendments also clarify several aspects around the recognition of deferred tax assets for unrealised losses. These
amendments are effective for annual periods beginning on or after January 1, 2017. The Credit Union has not
determined the impact of these amendments on its financial statements.
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6.

Investments

In $
Loans and receivables
Central 1 liquidity reserve deposit
Central 1 term deposit
Other term deposits
Accrued interest

Held to maturity
Bonds

December 31,
2016

September 30,
2015

13,406,340
5,500,000
39,786,363
591,238

6,615,821
8,000,000
30,153,463
493,951

59,283,941

45,263,235

1,597,466

Available for sale
Central 1 Class A shares
Central 1 Class E shares
CUCO Cooperative Association Class B Investment shares
Corporate equities

-

844,710
812,000
441,232
7,046

385,027
412,500
251,292
7,026

2,104,988

1,055,845

62,986,395

46,319,080

Central 1 Credit Union liquidity reserve deposit
As a condition of maintaining membership in Central 1 in good standing, the Credit Union is required to maintain on
deposit in Central 1 an amount equal to 6% of the Credit Union's total assets updated at each month end. The liquidity
reserve deposit bears interest at a rate which is fixed periodically and is callable by the Credit Union on ninety days
notice.
CUCO Cooperative Association Shares
CUCO Cooperative Association (“CUCO Co-op”) holds a portfolio of asset backed notes that resulted from the
restructuring of non-bank asset-backed commercial Paper (“ABCP”) that was completed in January 2009. The Credit
Union holds a 0.849% interest in CUCO Co-op in proportion to its relative interest in Credit Union Central of Ontario,
where the ABCP holdings originated, immediately prior to its merger with Credit Union Central of British Columbia.
The CUCO Co-op is a co-operative corporation governed by a Board of Directors that are elected by the Ontario member
credit unions.
The fair value of the investments is directly related to the value of the underlying asset backed notes held. As there is not
an active market for the notes, the fair value is estimated. The Credit Union relies on the valuation provided for the entire
portfolio to CUCO Co-op from the independent portfolio management firm. The Credit Union has reviewed and agrees
with the significant assumptions and estimates in the valuation. There can be no assurance that this estimate will be
realized. Subsequent adjustments, which could be material, may be required in the future.
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7.

Member loans

In $
Residential mortgages
Personal
Commercial
Syndicated commercial
Unincorporated associations
Accrued interest

In $
Residential mortgages
Personal
Commercial
Syndicated commercial
Unincorporated associations
Accrued interest

Principal
Impaired

Allowance
Specific

Allowance
Collective

December 31,
2016

100,540,641
2,994,651
19,716,651
22,742,132
2,194,365
447,072

430,435
-

(188,421)
-

(3,000)
(32,154)
(218,386)
-

100,968,076
2,962,497
19,716,651
22,335,325
2,194,365
447,072

148,635,512

430,435

(188,421)

(253,540)

148,623,986

Principal
Impaired

Allowance
Specific

Allowance
Collective

September 30,
2015

Principal
Performing

Principal
Performing
45,419,009
913,144
8,965,811
3,305,493
55,216

40,060
-

(40,060)
-

(25,000)
-

45,419,009
913,144
8,940,811
3,305,493
55,216

58,658,673

40,060

(40,060)

(25,000)

58,633,673

The loan classifications set out above are as defined in the regulations to the Act.
Residential mortgages are repayable in blended principal and interest instalments, over a maximum term of five years
based on a maximum amortization period of thirty years. Some mortgages are open and, at the option of the borrower,
may be paid off without notice or penalty.
Personal loans are repayable in blended principal and interest instalments, over a maximum amortization period of five
years. Personal loans are open and may be repaid at any time without notice.
Lines of credit, included in residential mortgages, personal loans and commercial loans, are repayable on a revolving
credit basis and require minimum monthly payments. The lines of credit are open and may be paid off at any time at the
option of the borrower.
Commercial loans are repayable in blended interest and instalments over a maximum term of five years and a maximum
amortization period of twenty-five years.
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7.

Member loans (continued)
Loan Allowance details
December 31,
2016

September 30,
2015

Balance, beginning of period
Additional loan allowance as a result of amalgamation
Provision for (recovery of) impaired loans

65,060
403,641
7,745

109,212
(33,245)

Less: accounts written off
Add: loans recovered

476,446
(74,545)
40,060

75,967
(10,907)
-

Balance, end of period

441,961

65,060

In $

Loans past due but not impaired
A loan is considered past due when a counterparty has not made a payment by the contractual due date. The following
table presents the carrying value of loans at period-end that are past due but not classified as impaired.

In $
Residential mortgages
Personal
Commercial

In $

1-30 days

31-60 days

61-90 days

91 days and
greater

December 31,
2016

861,497
1,232,113

9,255
-

-

-

861,497
9,255
1,232,113

2,093,610

9,255

-

-

2,102,865

1-30 days

31-60 days

61-90 days

91 days and
greater

September 30,
2015

Residential mortgages
Personal
Commercial

-

-

-

-

-

Total

-

-

-

-

-

The principal collateral and other credit enhancements the Credit Union holds as security for loans include (i) insurance,
mortgages over residential lots and properties, (ii) recourse to business assets such as real estate, equipment, inventory
and accounts receivable, (iii) recourse to commercial real estate properties being financed, and (iv) recourse to liquid
assets, guarantees and securities. Valuations of collateral are updated periodically depending on the nature of the
collateral. The Credit Union has policies in place to monitor the existence of undesirable concentration in the collateral
supporting its credit exposure.
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8.

Interest rate swaps
The Credit Union has entered into interest rate swap agreements with Central 1 to hedge its exposure to changes in
interest rates. The swap agreements are derivative financial instruments that are recorded at their fair value with changes
in value being recognized into income. Under the terms of the agreement, the Credit Union will pay the counterparty,
Central 1, a fixed rate of interest and will receive a variable rate of interest equal to the 1 month or 3 month Canadian
Dealer Offered Rate (CDOR) based on the notional amounts.

Notional
Amount
May 2018
May 2019
May 2020
February 2021
May 2021
May 2021
June 2021
August 2021
September 2021

3,000,000
3,000,000
3,000,000
12,000,000
2,000,000
2,000,000
3,000,000
5,000,000
5,000,000
38,000,000

Receiving
rate
CDOR
CDOR
CDOR
CDOR
CDOR
CDOR
CDOR
CDOR
CDOR

Paying
rate
1.205%
1.340%
1.490%
0.855%
1.090%
1.110%
0.990%
0.955%
0.975%

December 31,
2016
Fair value
(7,414)
(12,119)
(18,451)
259,846
22,549
21,630
48,294
108,500
109,556
532,391

September 30,
2015
Fair value
-

Interest due and receivable under the agreements is recorded on a net basis to interest income. During the period, net
interest paid under the agreements was $47,990 (2015 - $Nil).
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9.

Property and equipment

In $
Cost
Opening balance
Additions (Note 14)

Accumulated depreciation
Opening balance
Depreciation

Net book value

In $
Cost
Opening balance
Additions

Accumulated depreciation
Opening balance
Depreciation

Net book value

Land

Buildings and Furniture and
components
equipment

Computer
hardware

December 31, 2016
Total

310,788
361,200

459,919
738,800

182,556
41,035

246,744
130,502

1,200,007
1,271,537

671,988

1,198,719

223,591

377,246

2,471,544

-

(221,598)
(53,870)

(171,878)
(13,387)

(227,619)
(17,082)

(621,095)
(84,339)

-

(275,468)

(185,265)

(244,701)

(705,434)

923,251

38,326

132,545

671,988

Land

Buildings and Furniture and
components
equipment

Computer
hardware

1,766,110

September 30, 2015
Total

310,788
-

459,919
-

182,556
-

237,646
9,098

1,190,909
9,098

310,788

459,919

182,556

246,744

1,200,007

-

(213,548)
(8,050)

(165,143)
(6,735)

(219,307)
(8,312)

(597,998)
(23,097)

-

(221,598)

(171,878)

(227,619)

(621,095)

238,321

10,678

19,125

578,912

310,788
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10.

Intangible assets

In $
Cost
Opening balance
Additions

Accumulated amortization
Opening balance
Amortization

Net book value

11.

Core deposit
intangible

Computer
software

December 31,
2016

273,754

249,481

523,235

273,754

249,481

523,235

(68,439)

(53,434)

(121,873)

(68,439)

(53,434)

(121,873)

205,315

196,047

401,362

Member deposits

In $
Chequing accounts
Savings accounts
Term deposits
Registered retirement income fund
Registered retirement savings plans
Registered tax-free savings accounts

Accrued interest

December 31,
2016

September 30,
2015

16,107,846
67,580,626
87,496,501
7,085,814
13,899,297
11,634,469

8,889,389
28,784,830
48,869,527
3,791,626
9,092,839
3,950,409

203,804,553
965,182

103,378,620
502,130

204,769,735

103,880,750

Registered plans
Central 1 Trust Company is the trustee of the registered plans offered to members. Under an agreement with the trust
company, members' contributions to these plans, as well as income earned on them, are deposited in the Credit Union.
On withdrawal, payment of the plan proceeds is made to the members by the Credit Union on behalf of the trust
company.
12.

Member shares
As a condition of membership, each adult voting member must hold a minimum of 10 membership shares with an issue
price of $5 each. Shares are redeemable on withdrawal from the membership, subject to the Credit Union meeting capital
adequacy requirements.
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13.

Income tax
The total provision for income taxes is at a rate below the combined federal and provincial statutory income tax rates for
the following reasons:

Combined federal and provincial statutory income tax rates
Rate reduction for credit unions
Increase in future tax rate
Non-deductible, non-taxable, and other items

December 31,
2016

September 30,
2015

26.5%
-3.7%
-3.1%
0.3%

26.5%
-11.0%
1.0%

20.0%

16.5%

The tax effects of temporary differences which give rise to the deferred tax amounts reported on the statement of
financial position arise from differences between amounts deducted for accounting and income tax purposes. The
deferred income tax asset comprises the following:

In $
Property and equipment
Allowance for impaired loans
Deferred revenue
Other fair value adjustments as a result of amalgamation

14.

December 31,
2016

September 30,
2015

(121,292)
72,181
12,706
(133,468)

1,357
-

(169,873)

1,357

Business combination
Business combinations are accounted for using the acquisition method of accounting. For each business combination an
acquirer is identified, which is typically the larger of the combining organizations. The identifiable assets and liabilities of
the acquired entity are measured at fair value. The transaction costs incurred for a business combination, such as legal
fees, due diligence fees and other professional consulting fees are expensed as incurred.
On January 1, 2016, Slovenia Parishes (Toronto) Credit Union Limited (“Slovenia”) amalgamated with Krek Slovenian
Credit Union Ltd. (“Krek”) and the results of Krek’s operations have been included in the financial statements since that
date. The amalgamated credit union formed is Moya Financial Credit Union Limited (the “Credit Union”).
Each issued and outstanding membership share of Slovenia and Krek were exchanged on a one for one basis for
membership shares of the Credit Union. Slovenia has been identified as the acquirer in the amalgamation and has
therefore acquired 100% of the net assets of Krek.
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14.

Business combination (continued)
The acquisition date fair value of the acquiree’s net identifiable assets and liabilities are outlined below:

Cash
Investments
Member loans
Prepaid expenses
Taxes recoverable
Property and equipment
Core deposit intangible
Member deposits
Accounts payable and accrued liabilities
Interest rate swaps
Deferred income taxes
Member shares
Contributed surplus

Book value

Adjustments

Fair value

4,248,747
30,555,358
67,575,216
21,264
92,142
492,353
(95,261,731)
(144,719)
(105,146)
(339,130)
(220,645)

254,695
404,398
668,838
273,754
(163,141)
-

4,248,747
30,810,053
67,979,614
21,264
92,142
1,161,191
273,754
(95,424,872)
(144,719)
(105,146)
(339,130)
(220,645)

6,913,709

1,438,544

8,352,253

The carrying values of the cash, short term financial assets and liabilities, and other assets and liabilities approximate
their fair value due to their short term nature.
For variable rate interest loans and deposits that re-price frequently, carrying value are assumed to approximate fair
values.
Fair values of loans and deposits are estimated using discounted cash flow techniques based on the contractual
repayment of products. In addition, the fair value of loans is net of both an individual provision for impairment and
collective allowance.
The fair value of property and equipment have been assessed using appraisals based on market information.
A core deposit intangible was calculated using a discounted cash flow technique, whereby the present value of the after
tax reduction in interest expense derived from demand deposit accounts is compared to the Credit Union’s weightedaverage cost of financing.
No goodwill was recorded as a result of the amalgamation, as the fair value of consideration transferred approximated
the fair value of the identifiable assets acquired and liabilities assumed on the acquisition date.
Impact of the amalgamation on the Statement of Income
Income and expenses derived from the acquisition of Krek have been included in the Statement of Income from January
1, 2016 onward. It is not practicable to disclose the amount of profit and loss attributable to the legacy credit union.
Incremental acquisition-related legal, accounting, and other professional costs of the above noted business combination
has amounted to $3,246 at December 31, 2016, and have been recognized as an expense in the Statement of Income.
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15.

Post employment benefits
The Credit Union has a defined contribution pension plan for employees. Pension plan benefits expense included in
salaries and benefits for the period were $54,319 (2015 - $21,600).

16.

Capital management
The Credit Union is subject to the capital requirements set out in the Act. The Act prescribes capital adequacy measures
and minimum capital requirements. The Credit Union must comply with a leverage ratio of eligible capital to total assets.
The Act also requires a risk weighted asset calculation for credit, operational and interest rate 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 150% is assigned. The ratio of eligible capital to risk weighted
assets is calculated and compared to the standard outlined by the Act.
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 charge.
Tier 1 capital of the Credit Union includes retained earnings and membership shares and other member equity. Tier 2
capital of the Credit Union includes eligible accumulated other comprehensive income and the collective allowance for
credit losses to a maximum of 1.25% of risk-weighted assets. For eligible capital purposes, Tier 2 capital cannot exceed
Tier 1 capital.
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 the Act’s regulatory standards to the Credit Union’s
board policy for the period:

Total eligible capital to total assets
Total eligible capital to risk weighted assets

Regulatory standards
4%
8%

Policy standards
5%
11%

As at December 31, 2016, the Credit Union is in compliance with the minimum statutory requirements for eligible capital.
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16.

Capital management (continued)
Total eligible capital is comprised of Tier 1 and Tier 2 capital as follows:

In $
Tier 1 capital
Membership shares
Retained earnings
Contributed surplus
Less: fair value adjustment on business combination

Tier 2 capital
Accumulated other comprehensive income - equity investments, net of tax
Collective allowance

Total eligible capital
Capital tests
Total eligible capital to total assets
Total eligible capital to risk weighted assets

December 31,
2016

September 30,
2015

659,711
8,244,507
8,352,253
(650,004)

479,519
7,171,664
-

16,606,467

7,651,183

272,739
253,540

262,680
25,000

526,279

287,680

17,132,746

7,938,863

7.7%
15.8%

7.1%
20.6%

Capital management is the process whereby the level of capital is determined to support operations, risks and growth.
The Credit Union uses various management processes to manage capital risk. A capital management framework is
included in policies and procedures established by the Board of Directors. In addition, the Act establishes standards to
which the Credit Union must comply.
The primary capital policies and procedures include the following:
i.
Adhere to regulatory capital requirements as minimum benchmarks (such as growth, operations, enterprise
risk);
ii.
Co-ordinate strategic risk management and capital management;
iii.
Develop financial performance targets/budgets/goals;
iv.
Administer a patronage program that is consistent with capital requirements;
v.
Administer an employee incentive program that is consistent with capital requirements;
vi.
Develop a planned growth strategy that is coordinated with capital growth; and
vii.
Update plans that consider the strengths, weaknesses, opportunities and threats to the Credit Union.
17.

Related party transactions
Related parties include the key management personnel ("KMP") and Directors of the credit union as well as each of their
spouses, their children, and any entities they control.
KMP consists of the Chief Executive Officer, Vice President of Credit Operations, Finance Manager, and Senior Advisor.
Loans made to related parties are approved under the same lending criteria applicable to all members. Transactions with
related parties occur under the same terms and conditions as offered by the Credit Union to other members.
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17.

Related party transactions (continued)
The following tables reflect balances with related parties at period end and the value of interest income and expenses
recorded in relation to them during the period.
Member loans to related parties at period end:

In $
Member loans
Approved but unadvanced loans and lines of credit

December 31,
2016

September 30,
2015

2,341,579
396,998

1,909,000
335,000

2,738,577

2,244,000

December 31,
2016

September 30,
2015

1,356,281
2,365,865
912,291
6,760

426,445
507,731
694,633
3,200

4,641,197

1,632,009

December 31,
2016

September 30,
2015

42,795
57,590

46,000
23,966

December 31,
2016

September 30,
2015

615,976
20,606

176,358
15,562

636,582

191,920

Member deposits by related parties at period end:

In $
Chequing and savings deposits
Term deposits
Registered plans
Member shares

Interest income and expense recorded with related parties:

In $
Interest and other revenue earned on loans
Interest paid on deposits
Aggregate compensation of KMP during the period consisted of:

ln $
Salaries and short-term benefits
Post-employment benefits

Honoraria paid to directors during the period amounted to $62,350 (2015 - $42,000). Board and committee expenses
during the period totalled $57,075 (2015 - $3,951).
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18.

Financial instrument risk management
The Credit Union, as part of its operations, carries a number of financial instruments which result in exposure to the
following risks: credit risk, market risk and liquidity risk.
The Credit Union has established avoidance of undue concentrations of risk, hedging of risk exposures, and
requirements for collateral to mitigate credit risk as risk management objectives. In seeking to meet these objectives, the
Credit Union follows a risk management policy approved by its Board of Directors.
The Credit Union's risk management policies and procedures include the following:
i.
Ensure all activities are consistent with the mission, vision and values of the Credit Union;
ii.
Balance risk and return;
iii.
Manage credit, market and liquidity risk through preventative and detective controls;
iv.
Ensure credit quality is maintained;
v.
Ensure credit, market, and liquidity risk is maintained at acceptable levels;
vi.
Diversify risk in transactions, member relationships and loan portfolios;
vii.
Price according to risk taken; and
viii.
Using consistent credit risk exposure tools.
In addition to the Board of Directors, the Audit and Risk Committee is involved in financial instrument risk management
oversight. The risk policies, procedures and objectives have been developed to incorporate the business practices of
both predecessor credit unions.
Credit risk
Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to honour its financial or contractual
obligations to the Credit Union. Credit risk primarily arises from loans receivable. Management and the Board of Directors
review and update the credit risk policy at least annually. The Credit Union's maximum credit risk exposure, before taking
into account any collateral held, is the carrying amount of loans as disclosed on the statement of financial position.
Concentration of credit risk exists if a number of borrowers are engaged in similar economic activities or are located in
the same geographical region, and indicate the relative sensitivity of the Credit Union's performance to developments
affecting a particular segment of borrowers or geographical region. Geographical risk exists for the Credit Union due to its
primary service area being the greater Toronto area.
Credit risk management
The Credit Union uses a risk management process for its credit portfolio. The risk management process starts at the time
of a member credit application and continues until the loan is fully repaid. Management of credit risk is established in
policies and procedures by the Board of Directors.
The primary credit risk management policies and procedures include the following:
i.
Loan security requirements;
ii.
Security valuation processes, including method used to determine the value of real property and personal
property when that property is subject to a mortgage or other charge;
iii.
Maximum loan to value ratios where a mortgage or other charge on real or personal property is taken as
security;
iv.
Borrowing member capacity (repayment ability) requirements;
v.
Borrowing member character requirements;
vi.
Limits on aggregate credit exposure per individual and/or related parties;
vii.
Limits on concentration to credit risk by loan type, industry and economic sector;
viii.
Limits on types of credit facilities and services offered;
ix.
Internal loan approval processes;
x.
Loan documentation standards;
xi.
Loan re-negotiation, extension and renewal processes;
xii.
Processes that identify adverse situations and trends, including risks associated with economic, geographic and
industry sectors;
xiii.
Control and monitoring processes including portfolio risk identification and delinquency tolerances;
xiv.
Timely loan analysis processes to identify, assess and manage delinquent and impaired loans;
xv.
Collection processes that include action plans for deteriorating loans;
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18.

Financial instrument risk management (continued)
xvi.
xvii.

Overdraft control and administration processes; and
Loan syndication processes.

Credit commitments
To meet the needs of its members and manage its own exposure to fluctuations in interest rates, the Credit Union
participates in various commitments and contingent liability contracts. 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. The contractual amounts of these credit instruments represent the maximum
credit risk exposure without taking into account the fair value of any collateral, in the event other parties fail to perform
their obligations under these instruments.
The Credit Union makes the following instruments available to its members:
a) guarantees and standby letters of credit representing irrevocable assurances that the Credit Union will pay if a
member cannot meet their obligations to a third party;
b) commitments to extend credit representing unused portions of authorizations to extend credit in the form of loans,
(including lines of credit and credit cards), guarantees or letters of credit.
The amounts shown on the table below do not necessarily represent future cash requirements since many commitments
will expire or terminate without being funded.

In $
Unadvanced lines of credit
Guarantees and standby letters of credit
Commitments to extend credit

December 31,
2016

September 30,
2015

25,233,948
10,291,000

9,053,404
4,761
-

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 rate, equity prices and credit spreads. The Credit Union’s exposure changes depending on market conditions.
Market risks that have a significant impact on the Credit Union include fair value risk and interest rate risk.
Fair value risk
Fair value risk is the potential loss from an adverse movement in the value of a financial instrument. The Credit Union
incurs fair value risk on its loans, term deposits, and investments held. The Credit Union has deemed its fair value risk to
be negligible and does not hedge it.
Interest rate risk
Interest rate risk is the risk that the value of financial instruments might be adversely affected by a change in the interest
rates. Changes in market interest rates may have an effect on the cash flows associated with some financial assets and
liabilities, known as cash flow risk, and on the fair value of other financial assets or liabilities, known as price risk. The
Credit Union incurs interest rate risk on its loans and other interest bearing financial instruments.
The Credit Union has implemented interest rate risk management policies that limit the mix and maturities of capital,
deposits, loans and investments; set criteria for pricing deposits and loans; upholds limits on the exposure to changes in
interest rates; applies the user of appropriate techniques for measuring the Credit Union’s risk under current and
forecasted scenarios; and provide for the use of derivatives financial instruments to manage the risk where appropriate.
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18.

Financial instrument risk management (continued)
Contractual re-pricing and maturity
All financial instruments are reported based on the earlier of their contractual re-pricing date or maturity date. The
schedule does not identify management’s expectation of future events where re-pricing and maturity dates differ from
contractual dates.
The table below summarizes amounts by maturity dates and effective interest rates for the following significant financial
instruments:

In $
Assets
Cash
Investments
Member loans
Interest rate swaps
(notional)
Total
Liabilities
Member deposits
Accounts payable
Member shares
Interest rate swaps
(notional)
Total
Difference

Variable rate

10,185,949
29,915,340
38,000,000

Less than
one year

One to five
years

45,035,991
16,841,073

5,068,229
101,811,628

-

-

Not interest
sensitive

8,724,644
2,696,226
55,945
-

December 31,
2016

Effective
yield

8,724,644
62,986,395
148,623,986

0.90%
1.40%
3.40%

38,000,000

0.90%

78,101,289

61,877,064

106,879,857

11,476,815

258,335,025

89,258,916
-

78,302,531
-

36,243,106
-

965,182
358,825
659,711

204,769,735
358,825
659,711

1.11%
-

38,000,000

1.04%

-

-

38,000,000

-

89,258,916

78,302,531

74,243,106

1,983,718

243,788,271

(11,157,627)

(16,425,467)

32,636,751

9,493,097

14,546,754
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18.

Financial instrument risk management (continued)

In $
Assets
Cash
Investments
Member loans
Interest rate swaps
(notional)
Total

Variable rate

2,873,607
9,386,673
-

-

Total

-

Difference

One to five
years

32,351,522
7,665,000

10,600,000
41,582,000

-

12,260,280

Liabilities
Member deposits
Accounts payable
Member shares
Interest rate swaps
(notional)

Less than one
year

-

-

12,260,280

-

40,016,522

52,182,000

87,633,750
-

15,745,000
-

-

-

Not interest
sensitive

6,260,907
493,951
6,754,858
502,000
80,760
479,519
-

Effective
yield

2015

6,260,907
46,319,080
58,633,673
-

0.90%
1.52%
3.13%
-

111,213,660

103,880,750
80,760
479,519
-

87,633,750

15,745,000

1,062,279

104,441,029

(47,617,228)

36,437,000

5,692,579

6,772,631

0.90%
-

Based on the current financial instruments, management estimates its earnings at risk for a 1.0% increase in the prime
interest rate would increase net interest income by approximately $161,330 and a 0.5% decrease in the prime interest
rate would decrease net interest income by approximately $80,665.
Liquidity risk
The business of the Credit Union necessitates the management of liquidity risk. Liquidity risk is the risk that the Credit
Union will be unable to meet a demand for cash or fund its obligations as they come due.
The Credit Union’s liquidity management policy defines requirements for: the type and minimum levels of assets held to
manage liquidity risk; the use of liquidity projections; the monitoring of significant deposits and loan commitments;
mandatory lines of credit with Central 1; and regular reporting of actual liquidity levels against policy minimums to the
Board of Directors.
The Credit Union has available a credit facility with Central 1, totalling $6,201,000, consisting of lines of credit of CAD
2,601,000 and USD 50,000; letter of credit of $3,050,000; and a capital market account of $500,000. The facility is
secured by a general security agreement and an assignment of book debts covering all assets of the Credit Union. At
December 31, 2016, $155,673 (2015 - $Nil) of the letter of credit line was utilized.
The liquidity risk management policy requires no less than 12% of the Credit Union’s total deposits and borrowings to be
held in cash, deposits, investment savings accounts, term deposits, and government bonds.
At December 31, 2016, liquid assets amount to 17.5% (2015 – 18.8%) of deposits and borrowings and consist of the
following:
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18.

Financial instrument risk management (continued)

In $
Cash and demand deposits
Liquidity reserve deposits with Central 1
Other term deposits

19.

December 31,
2016

September 30,
2015

2,602,551
3,220,391
29,834,061

196,030
16,176,683
3,057,339

35,657,003

19,430,052

Fair value of financial instruments
The estimated fair values of financial instruments are designed to approximate values at which these instruments could
be exchanged in a current market. However, many of the financial instruments lack an available trading market and
therefore fair values are based on estimates.
The fair values of cash resources, variable rate loans and deposits, other assets and liabilities are assumed to equal their
book values. The fair values of fixed rate loans and deposits are determined by discounting the expected future cash
flows at the estimated current market rates for loans and deposits with similar characteristics. Fair values have not been
determined for assets or liabilities that are not a financial instrument.
Methods and assumptions:
The following methods and assumptions were used to estimate fair values of financial instruments:
a) the stated value for cash, short term investments, other assets, other liabilities, accrued income or expense and
certain other assets and liabilities approximate their fair value due to their short term nature;
b) estimated fair values of investments are based on quoted market prices when available or quoted market prices
of similar investments;
c) for variable interest rate loans that are frequently re-priced, stated values are assumed to be fair values. Fair
values of other loans are estimated using discounted cash flow calculations with market interest rates for similar
groups of loans and maturity dates;
d) fair value of deposits with no specified maturity term is their stated value. Fair value for other deposits is
estimated using discounted cash flow calculations at market rates for similar deposits;
e) fair value of derivative financial instruments is established by referring to the appropriate current market yields
with matching terms of maturity. The fair values reflect the estimated amounts that the Credit Union would
receive or pay to terminate the contracts at the reporting date; and
f) fair value of member shares reflects their redemption amount.
Estimated fair values of significant financial instruments are summarized as follows:
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19.

Fair value of financial instruments (continued)

In $

Fair value

Financial assets
Cash
Investments
Member loans
Interest rate swaps

Financial liabilities
Member deposits
Accounts payable

2016 Fair
value over
book value

Book value

Fair value

2015 Fair value
Book value over book value

8,724,644
63,160,364
149,076,146
532,391

8,724,644
62,986,395
148,623,986
532,391

173,969
452,160
-

6,262,000
46,388,080
59,036,673
-

6,260,907
46,319,080
58,633,673
-

1,093
69,000
403,000
-

221,493,545

220,867,416

626,129

111,686,753

111,213,660

473,093

204,940,719
358,825

204,769,735
358,825

170,984
-

103,976,750
80,760

103,880,750
80,760

96,000
-

205,299,544

205,128,560

170,984

104,057,510

103,961,510

96,000

16,194,001

15,738,856

455,145

7,629,243

7,252,150

377,093

Difference

Fair value measurements
The Credit Union classifies fair value measurements recognized on the statement of financial position using a three tier fair
value hierarchy, which prioritizes the inputs used in measuring fair value as follows:
Level 1:
Level 2:
Level 3:

Quoted prices (unadjusted) are available in active markets for identical assets or liabilities;
Inputs other than quoted prices in active markets that are observable for the asset or liability either
directly or indirectly; and
Unobservable inputs in which there is little or no market data, which require the Credit Union to develop
its own assumptions.

Fair value measurements are classified in the fair value hierarchy base on the lowest level input that is significant to that
fair value measurement. This assessment requires judgment, considering factors specific to an asset or a liability and may
affect placement within the fair value hierarchy.
The financial instruments measured at fair value on the statement of financial position, other than cash have been
classified in the fair value hierarchy as follows:
December 31, September 30,
2016
2015

ln $
Level 2
Investments
Interest rate swaps

20.

441,232
532,391

Comparative figures
Certain comparative figures have been reclassified to conform to the current period presentation.
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In $
Administrative expenses
Consulting
Data processing
Member security
Depreciation and amortization
Office and general
Board reimbursement and training
Occupancy
Advertising and promotion
Professional fees
Service charges
Utilities
Collection costs
Telephone
Registered plan fees
League dues
Meeting and travel

December 31,
2016
(15 months)

September 30,
2015
(12 months)

355,175
248,652
234,581
137,773
136,545
119,426
107,122
104,849
96,430
50,659
28,572
23,925
23,781
18,481
15,208
12,334

138,888
68,825
107,268
23,097
51,944
45,951
59,543
69,044
48,357
18,115
13,520
690
7,262
6,941
7,363
9,418

1,713,513
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