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One family’s dream 
come true

It had always been the 
dream of Cambrian 
members George and 
Marlene to help their 
four foster children see 
the world. From their 
rural home in northern 
Manitoba, it was important 
that they get the chance 
to travel. After a visit to 
their Cambrian branch 
in Winnipeg and working 
closely with their Financial 
Services Officer, the family 
was able to purchase 

their dream motor home; 
a top-of-the-line 40-foot 
home on wheels! Since 
the purchase in 2006, 
the family has been able 
to share the joys of the 
road together, traveling 
across Canada from B.C. 
to Nova Scotia, and has 
visited 9 states so far. 
Their goal is to travel all of 
North America by the time 
their children leave home. 
George and Marlene told 
Cambrian, “You really did 
help make our dreams 
come true!”

1985 
ATMs launched

1986 
Name change to Cambrian Credit Union

1988 
Acquisition of three new branches 
from Heritage Credit Union
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Fifty years has taught us a lot about what is important to succeed in financial 
services. And that is above all else, our members and their financial well-being 
is absolutely key. For this reason, every decision that is made has our members’ 
collective interests in mind.

Keeping members at the forefront is the cornerstone to our personal service  
and hassle-free pricing. We want all of our members to have the opportunity to work  
one-on-one with our experienced and expert staff, whether it be for a lending need, 
an investing need, or a daily banking transaction. We have three expert teams, Retail 
Services, Commercial Services, and a Wealth Management team, who work together 
to best serve whatever goals and dreams our members have. 

With 50 years of member service under our belts, we know that remaining focused 
on our members is what we do best!

Norwood Credit Union members

Today’s members

Member Focused
Competitive

Innovative Spirit
Community Involvement

Integrity and Honesty

Our core values
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1989 
Launch of telephone banking 1990

 Invention of World Wide Web 

1989 
The Forks opens as tourist destination

Photo Courtesy of The Forks

1989 
 Fall of the Berlin Wall
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Since the Co-operators Credit Union opened its doors in 1959, many financial 
institutions have opened and closed their doors in Manitoba. For the past 50 years, 
Cambrian has not only remained and grown in the marketplace, but excelled!

Year after year Cambrian holds our Annual General Meeting with strong results. We 
are currently the 12th largest credit union in Canada in terms of income and asset 
size, with growth that has been generated through ongoing innovations, superior 
products and a consistent focus on delivering clear member value.

We are able to remain competitive in the marketplace by becoming a financial 
services leader in our community. We provide our members the best value available 
with our hassle-free best pricing commitment, delivered reliably and consistently  
each and every day.

Did you know?

Cambrian changed its logo in  
2001 to reflect the changing times. 

The new logo honours the history of our past,  
while representing the strength and reliability of our 
present and future. The symbol is dynamic suggesting 
vigour, strength and interaction. The two parts of the 
symbol represent an interactive relationship and a whole 
composed of parts; this refers to the many relationships 
we have with our members, our community,  
and our colleagues.

Member Focused
Competitive

Innovative Spirit
Community Involvement

Integrity and Honesty

Our core values



C
am

brian C
redit U

nion 2
0

0
8

17

1994 
Winnipeg Goldeyes team returns 
to Winnipeg

Photo Courtesy of The Goldeyes

1997 
Launch of Cambrian Online

1997 
Flood of the Century

Photo Courtesy of Jon Thordarson/ 
Winnipeg Free Press
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Some of the most significant changes in Cambrian’s history have been the technological 
developments that have taken place over the last half century. From the ledgers used 
in early banking days, to the simple computers of the eighties, to the online banking of 
today, we have come a long way!

Cambrian is committed to remain relevant in today’s digital world. Several examples 
of recent innovations have been digitally captured member signatures, text message 
MemberCard alerts, and an online statement option. Today, as with yesterday,  
we remain commited to offering the most up to date technology available.

Something to note, though, is that Cambrian’s commitment to an innovative spirit 
does not mean that we adopt the latest gadgets or jump in on the latest technology 
craze just because it’s trendy. All our decisions have been, and always will be, based 
on our members’ best interests. Our innovations will be implemented to better serve 
our members’ needs, whether it be in terms of cost savings, increased convenience 
and efficiency, or enhanced security.

And of course we know that machines can never replace the value that comes from 
personalized one-on-one service. Our hope is that innovation and advances will 
complement our focus on member service for many years to come.

Account ledgers from Co-operators 
Credit Union

Early computers at Co-operators 
Credit Union

Member Focused
Competitive

Innovative Spirit
Community Involvement

Integrity and Honesty

Our core values
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New technologies at Cambrian 
Credit Union 

1998 
Acquisition of two new branches from 
Manitoba Teacher’s Credit Union

1998 
Launch of Achieva Financial 
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Being involved in the community is, and always has been, an international  
co-operative principle. Cambrian embraces this value as one of our own, in a very 
real and practical way. By giving back, we are making our world a better place for  
us all to enjoy.

Cambrian has a long history of giving and volunteering. Our staff consistently make 
us proud by the heart and soul they put into their volunteer activities, both as 
employees of Cambrian, and in their own personal activities. As an organization,  
we have many long-standing relationships with community groups, agencies, 
and not-for-profit organizations. These partnerships allow us to grow with the 
organizations, make a significant long-term impact, and work towards lasting change.

As Cambrian now celebrate 50 years of growth and success, it brings us much 
satisfaction and pride to know that we have been giving back, right since the very 
beginning. As we continue to grow, we will continue to support education, health 
and wellness, arts and culture, and community care. And our staff will continue to 
be involved in their communities and help where the need is greatest. We know that 
when our communities and members prosper, so do we!

Staff volunteering Member appreciation events

Member Focused
Competitive

Innovative Spirit
Community Involvement

Integrity and Honesty

Our core values
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2001
Corporate Office moves  
to Broadway

1999
World population reaches 6 billion

1999
Manitoba hosts Pan Am Games

Photo Courtesy of Boris Minkevich/ 
Winnipeg Free Press
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Integrity and Honesty is the first of our core values. Cambrian continues to grow  
and thrive because we have always taken our commitment to integrity and honesty 
very seriously.

So how does this value translate into our day-to-day operations? Firstly, we know 
that privacy is very important to our members. We’ve always taken great care in 
ensuring that everyone’s privacy is protected. Secondly, members entrust us with 
their finances, which we consider a huge responsibility. We do everything we can to 
ensure that members are getting the best financial products and services that are 
right for them. 

Next, we want to make sure that all funds are fully protected. As such, we remain 
committed to ensure our organization maintains a very strong equity position.  
In addition, the Credit Union Deposit Guarantee Corporation of Manitoba guarantees 
our members’ deposits 100%. 

And lastly, we are always accountable to our member owners. We hold an Annual 
General Meeting every year, publish our financial statements each quarter online  
and yearly in our Annual Report, and are always available to hear your questions  
and concerns.

We’ve kept our integrity and honesty at the forefront of all our decisions for the past 
50 years, and will continue to do so. 

Member Focused
Competitive

Innovative Spirit
Community Involvement

Integrity and Honesty

Our core values
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Did you know?

Cambrian is an Imagine 
Caring Company.

We believe that part of 
operating with integrity 
is giving back to our 
community. Being an 
Imagine Caring Company 
means that we are 
committed to contributing 
at least one percent of our 
pre-tax profits each year to 
charitable organizations.

2006
Pluto no longer a planet

2001
Logo changed

2009
Cambrian celebrates 50 years!

23
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2008 Donations 
Alpha House

Alzheimer Society of Manitoba

Broadway Adopt-A-Tree Program

Canada’s Royal Winnipeg Ballet

Cerebral Palsy Bike Race

Christmas L.I.T.E.

Co-op Development Foundation  
of Canada

Creative Retirement Manitoba Inc.

Folk Arts Council

Friends of the Canadian Museum  
for Human Rights

Habitat for Humanity

Health Sciences Centre Foundation

Jocelyn House

Kidney Foundation of Canada

Lockport and St. Andrews  
school libraries

Manitoba Children’s Museum

Manitoba Theatre Centre

Manitoba Theatre for Young People

Manitoba Wheelchair Sport Association

Nova House – Selkirk

Partners in the Park

Prairie Theatre Exchange

Raise-A-Reader

St. Amant Foundation

The Salvation Army

The School of Contemporary Dancers

Selkirk and District Community Foundation

United Way Winnipeg

University of Manitoba: Asper Business  
School Foundation

University of Winnipeg Foundation

Variety, the Children’s Charity

The War Amps – Memory of  
Cpl. James Arnal

Westminster Housing Society

The Winnipeg Art Gallery

Winnipeg Harvest

Winnipeg Jazz Orchestra

Winnipeg Music Festival

Winnipeg Symphony Orchestra

Youth Employment Services of Manitoba 

2008 Sponsorships 
Cambrian’s Learning for Life Scholarships

Canada West Foundation

Canadian Hemophilia Society –  
Manitoba Chapter Gala Dinner

CNIB Eye on the Arts Auction

Creative Retirement of Manitoba 

Crohn’s Colitis Foundation of Canada –  
All That Glitters Gala

Rainbow Stage

Folklorama

Fort Whyte Alive

Golden Gavel

Health Science Centre Foundation –  
Hope Classic Golf Tournament

Manitoba Association for  
Multicultural Education

Manitoba Moose

Manitoba Theatre Centre

Métis Child and Family Services

Picnic in the Park

Rady JCC Sports Dinner

Red River College – Enterprising  
Women’s Conference

Rotary Charity Golf Classic

Royal Canadian Legion

St. Boniface Hospital

Salvation Army – Bed in for Breakfast

Selkirk Fair and Rodeo

Sport Vision Summer Camps 

University of Manitoba –  
Commerce Business Banquet

Variety, The Children’s Charity Camp Brereton

Western Canadian Aviation Museum –  
Out of the Blue Gala

Winnipeg Blue Bombers

Winnipeg Chamber of Commerce Golf Classic

Winnipeg Goldeyes

Winnipeg Youth Soccer Association

YWCA Women of Distinction Awards
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FutureWe look back on our 50 years of history with 
pride for all that we have become, and all 
that we have accomplished. 

We are in the business of helping make dreams come true, and dreaming is about 
looking ahead – to the promise of what the future may hold. We are confident that we 
have many more years ahead of working together with our members, and many more 
dreams to help realize. We look forward to another celebration of success at the next 
milestone. We hope you will take that journey with us.

Our

What’s your  
dream?...
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Net Income 

$14.496 million
Asset Growth 

13.58% 
Efficiency Ratio 

53.91%

Report to 
Members

From the Board and Management 

of Cambrian Credit Union
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STRENGTH, RELIABILILTY & CONFIDENCE

This past year was unlike any we have ever encountered and so 
against this backdrop, Cambrian is particularly pleased to report 
very strong operating results that were used to strengthen our 
financial position even further. In the latter part of 2008 we were 
all witness to what has been described in various forms as a world 
global financial crisis; a market meltdown; a financial collapse; 
a banking crisis or a world financial calamity. While we could 
debate the words, what is not for debate is the fact the world 
from an economic perspective, has indeed changed. 

Like any sturdy structure, the framework for Cambrian’s operation 
rests on the solid financial foundation we have built over time. 
This financial foundation, our capital formation, has been 
constructed with the strongest of financial materials,  
retained earnings. 

We remain disciplined in controlling our loan growth by ensuring 
our ability to gather deposits from a broad retail membership is in 
alignment with our overall liquidity management strategy. Core to 
our lending philosophy is asset quality and diversification.

We drive value back to our member shareholders by offering 
attractive pricing on both sides of the portfolio. We are able 
to create this value because of our discipline and attention to 
being an operationally efficient organization.

We achieved solid deposit growth of $196.708 million or  
13.49 per cent. This growth is a clear expression of our 
members’ confidence in the financial stability of our institution 
and the excellent value our deposit services offer. At the same 
time, our overall lending services also experienced very strong 
growth of $191.445 million, up 14.12 per cent from the 
previous year. Our assets grew by $210.428 million finishing 
the year with 13.58 per cent growth to $1.760 billion. We 
continue to balance our deposit and loan growth in order to 
prudently manage our liquidity position. Finally, our net income 
of $14.496 million represents an increase of $2.412 million or 
19.96 per cent over 2007.

Our growth and profitability further strengthened an already 
established strong capital position with total equity reaching 
$100.020 million or 5.68 per cent of assets. Retained earnings 

Board of Directors

Ray bauschke
FIRST vice-chair

paul holden
chair

shauna mackenzie-sykes
second vice-chair
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increased to $90.122 million representing 5.12 per cent of our 
assets. The largest component of our capital formation is retained 
earnings representing 90.10 per cent of our entire equity. 

In 2008, our efficiency ratio improved from 56.51 per cent to 
53.91 per cent, reinforcing our long established commitment to 
financial discipline. The efficiency or productivity ratio measures 
the amount of expense incurred for every dollar of revenue 
earned – the lower the better. Cambrian remains among the 
most efficient financial institutions in Canada. 

COMMITMENT TO MEMBERS

As consumers continue to survey their options in choosing a 
financial services provider, what separates Cambrian from other 
institutions is our hassle-free service, exceptional rates on 
savings deposits and loans, as well as the value of free banking 
through our refunded service fees program. 

Over 9,200 of our members benefit from refunded service fees 
on a monthly basis. Our refunded service fees program refunds 
in cash, standard monthly service fees to members whose 
combined lending and savings exceeds $30,000. Last year,  

we refunded $1.682 million to members, with more than  
$9.918 million being refunded since 2000. We also paid 
$500,000 or 5.75 per cent in dividends on outstanding shares 
to members. Members that have elected to receive their monthly 
account statements online collected an additional $140,000  
throughout 2008.

Consistent great pricing, hassle-free service and free banking 
through our refunded service fees program are some of the ways 
we reward our members and further distinguish Cambrian as a 
value-driven organization within the communities we serve. 

IMPROVED PROCESSES AND  
VALUE-ADDED SERVICE

Our investment in technology is designed to deliver innovation 
and service that will make our members’ lives simpler. These 
innovations are undertaken with a high level of attention to 
member security and member privacy. Cambrian is a leader in 
technological advances for financial services and is constantly 
seeking new and innovative ways to keep the member 
experience as convenient and as secure as possible.

Board of Directors

rose marie couture
director

gary black
director

Alan Curd
director
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In 2008, we streamlined several back-office processes that 
further built upon the established efficiencies of our banking 
system. Included was the installation of anti-fraud devices on 
all our ATMs as a countermeasure against debit card fraud, 
providing added security to our members and to all other 
consumers using our ATMs.

Achieva Financial, a virtual financial institution, is a division of 
Cambrian offering high-interest savings and deposit products 
through a self-serve online and telephone delivery channel. 
Achieva celebrated its 10 year anniversary in 2008 and 
introduced a fully automated online account opening process 
where new customers can securely open an account directly 
from Achieva’s website. Achieva customers continue to benefit 
from exceptional deposit rates, advanced technology and the 
financial strength backed by Cambrian and its 100 per cent 
deposit guarantee through the Credit Union Deposit Guarantee 
Corporation of Manitoba. 

In addition to the growth we experienced in our retail branches, 
our Commercial Services department continued to excel. As one  
of the largest commercial lenders among Manitoba credit 
unions, our commercial services team has a clear advantage  
in the marketplace by offering timely, local decision-making. 
In addition, our expertise in forming valuable partnerships with 
members remains a crucial part of our ongoing success. 

2008 presented specific challenges to the investment services 
industry as North American markets remained highly volatile and 
recorded significant losses leaving many investors concerned over 
their personal investment portfolios. At Cambrian, we remained 
committed to our members’ long-term investment needs, helping 
them weather the current market downturn and commit to an 
investment strategy that fits their unique requirements. 

cherry karpyshin
director

frank pisa
director

howard falk
director

29



C
am

br
ia

n 
C

re
di

t 
U

ni
on

 2
0

0
8

30

EXCEPTIONAL EMPLOYEES

Cambrian has a group of highly dedicated professionals working 
to provide the best possible financial solutions for our members. 
Our staff is our most important resource in achieving success 
and delivering value to our members. 

A new initiative for 2008 that supports our community and 
human resource efforts was the Credit Union Teller Aboriginal 
Initiative Program. This pilot program was developed using the 
same framework utilized for the Credit Union Teller New Comer 
to Canada Program that we initiated several years ago. Cambrian 
provided the instructor and facilities for the launch of this new 
initiative. This training prepares participants for careers in the 
financial services industry and saw its first students graduate in 
June. These students are now employed at several credit unions 
throughout Manitoba, including Cambrian. 

We also launched an online Career Centre, allowing prospective 
candidates to submit resumes and complete job applications on 
our website. Staying true to our innovative spirit and our 

quest for the best employees, the online Career Centre adds 
efficiency to our recruiting processes and helps attract qualified 
individuals to our organization. 

At Cambrian, our goal is to provide a positive environment for 
the growth and development of our employees. An environment 
dedicated to building strong team performance. 

SOUND GOVERNANCE

Effective governance is the backbone of Cambrian’s 
accomplishments. Our Board of Directors plays an integral 
role in Cambrian’s success by providing strategic vision and 
governance oversight of our credit union. The Board’s main 
focus is corporate strategy, setting policies and monitoring 
performance against our strategic direction. The Board has a 
mandate to ensure the overall financial health and progress of 
the credit union is closely monitored. The Board’s diligence is 
instrumental to the stability of our organization. 

30

C
am

br
ia

n 
C

re
di

t 
U

ni
on

 2
0

0
8



C
am

brian C
redit U

nion 2
0

0
8

31

LOOKING FORWARD

The global economic conditions we are currently facing will 
continue to create uncertainty in the marketplace. Expectations 
for the growth experienced in the last decade must be tempered 
with the realities of the economy we live and compete within. 
In the face of these challenges we must also remain confident. 
Confident in our ability to not only deal with these turbulent 
economic times, but also to dedicate ourselves towards maximizing  
opportunities as they present themselves. Cambrian remains 
well positioned to meet new challenges as they lie ahead.  
We will do this with focus on our core values; we will continue  
to act with integrity and honesty; we will remain highly competitive;  
introduce further service innovations and continue to be active 
leaders in the communities we serve.

Most importantly, we will stay focused on our members. We will 
do this by offering great rates and hassle-free service and by 
working together with our members in making their financial 
dreams come true. 

IN APPRECIATION

Our success comes with the committed support of everyone  
at Cambrian; especially you, our members. 

Thank you for all your meaningful contributions during these 
challenging times. We are already looking forward to 2009  
and the opportunity to celebrate our 50th year in operation,  
a milestone that enhances our reputation as a strong, thriving 
and secure financial institution. 

Senior Management

On behalf of the board,

Paul Holden, MNRM

On behalf of management,

Tom Bryk, FCA

tom bryk
president and 
chief executive officer

jim grapentine
Chief Operating Officer

bruce fink
Chief Financial Officer
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Paul Holden  
Chair 
Term Expires: 2011 

Attendance Record 
(attended/possible) 

Board Meetings: 15/15 

Committee Meetings: 3/3

ray bauschke  
First Vice-Chair 
Term Expires: 2010 

Attendance Record 
(attended/possible) 

Board Meetings: 14/15 

Committee Meetings: 2/2

Shauna Mackenzie-Sykes  
Second Vice-Chair  
Term Expires: 2010 

Attendance Record 
(attended/possible) 

Board Meetings: 13/15 

Committee Meetings: 4/5

Note on remuneration:

In compliance with Section 98 (2) of the Credit Union and Caisses Populaires Act 
respecting directors’ and officers’ disclosure, we advise:

The aggregate amount of remuneration paid to all directors in 2008 was $101,412.

The aggregate amount paid to all directors as reimbursements for expenses on credit 
union business in 2008 was $12,867.

As at December 31, 2008, the credit union directors and officers had loans with an 
aggregate balance representing 0.07 of one per cent of the credit union’s assets.

gary black 
Term Expires: 2009 

Attendance Record 
(attended/possible) 

Board Meetings: 12/15 

Committee Meetings: 2/2

Rose Marie Couture  
Term Expires: 2011 

Attendance Record 
(attended/possible) 

Board Meetings: 15/15 

Committee Meetings: 1/1 

alan curd 
Term Expires: 2011 

Attendance Record 
(attended/possible) 

Board Meetings: 12/15 

Committee Meetings: 4/4

Howard Falk 
Term Expires: 2009 

Attendance Record 

(attended/possible) 

Board Meetings: 15/15 

Committee Meetings: 6/6 

Cherry Karpyshin 
Term Expires: 2010 

Attendance Record 
(attended/possible) 

Board Meetings: 14/14 

Committee Meetings: 0/0

Frank Pisa 
Term Expires: 2009 

Attendance Record 
(attended/possible) 

Board Meetings: 14/15 

Committee Meetings: 6/6

Board of Directors 
& Meeting Attendance 2008
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Financial 
Statements 

2008
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Auditors’ 
Report

March 16, 2009

To the Members of Cambrian Credit Union Limited

We have audited the balance sheet of Cambrian Credit Union Limited (the 
“Credit Union”) as at December 31, 2008 and the statements of net income, 
comprehensive income and retained earnings, and cash flows for the year then 
ended. These financial statements are the responsibility of the Credit Union’s 
management. Our responsibility is to express an opinion on these financial 
statements based on our audit.

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

In our opinion, these financial statements present fairly, in all material respects, 
the financial position of the Credit Union as at December 31, 2008 and the 
results of its operations and its cash flows for the year then ended in accordance 
with Canadian generally accepted accounting principles.

Chartered Accountants
Winnipeg, Canada
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Balance sheet
As at December 31, 2008

(in thousands of dollars)	 2008	 2007

Assets

Cash on hand	 5,067		 4,435
Investments (note 3)	 196,229		 177,898
Loans outstanding - net of allowance for loss (notes 4 and 5)	 1,547,062		 1,355,617
Property and equipment (note 6)	 10,269		 10,425
Other assets (note 7)	 1,251		 1,070
Future income taxes	 395		 400

		  1,760,273	 1,549,845

Liabilities

Savings and deposits (note 8)	 1,654,683		 1,457,975
Accounts payable and accrued charges	 5,570		 6,068

		  1,660,253	 1,464,043

Members’ Equity

Shares to be issued (note 9 (b))	 500		 517
Members’ shares (note 10)	 9,398		 9,308
Retained earnings	 90,122		 75,977

		  100,020	 	 85,802

		  1,760,273	 1,549,845

See accompanying notes

Approved by the Board of Directors

Paul Holden, MNRM	 Howard Falk, CGA
Board Chair	 Audit Committee Chair

35
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Statement of Net Income, 
Comprehensive Income and 

Retained Earnings
For the year ended December 31, 2008

(in thousands of dollars)	 2008	 2007

Interest income
Members’ loans	 77,564		 69,377
Investments 	 7,475		 9,202

		  85,039		  78,579
Interest expense
Members’ deposits	 55,689		 51,944

Net interest income	 29,350		  26,635
Provision for loan loss (note 5)	 1,080		 1,020

		  28,270		  25,615
Other income	 14,053		 12,743

Net interest and other income 	 42,323	 38,358

Operating expenses	
Salaries and employee benefits	 12,520		 11,501
Administration	 5,175		 5,132
Premises	 3,048		 3,068
Member security (note 12)	 1,629		 1,633
Organizational (note 12)	 1,028		 920

		  23,400	 22,254

Income before refunded service fees and income taxes	 18,923		 16,104

Refunded service fees (note 9 (a))	 1,682		 1,570

Income before income taxes	 17,241	 14,534

Provision for (recovery of) income taxes (note 14)
Current	 2,740		 2,470
Future	 5		 (20	)

		  2,745	 2,450

Net income and comprehensive income for the year	 14,496		 12,084

Retained earnings - Beginning of year	 75,977		 64,327

		  90,473	 	 76,411
Dividends - net of $149 (2007 - $83)  
	 of taxes recoverable (note 9 (b)) 	 (351	)	 (434	)

Retained earnings - End of year 	 90,122	 75,977

See accompanying notes
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Statement of Cash Flows
For the year ended December 31, 2008

(in thousands of dollars)	 2008	 2007

Cash provided by (used in)

Operating activities
Interest received	 86,518		 78,694
Interest paid	 (51,483	)	 (48,558	)
Payments to suppliers and employees	 (22,903	)	 (20,650	)
Other income received	 14,053		 12,743
Income taxes paid	 (2,325	)	 (2,806	)

Cash provided by operating activities	 23,860	 19,423

Investing activities
Loans issued	 (419,067	)	 (436,553	)
Loans repaid	 226,844		  225,244

Net loans to members	 (192,223	)	 (211,309	)
(Increase) decrease in investments	 (20,112	)	 624
Additions to property and equipment	 (1,286	)	 (2,048	)
Proceeds from disposal of property and equipment	 –		 239

Cash used in investing activities	 (213,621	)	 (212,494	)

Financing activities
Increase in members’ savings and deposits	 192,502		 195,277
Redemption of surplus and common shares	 (2,114	)	 (1,960	)
Issuance of common shares - membership	 5		 8

Cash provided by financing activities	 190,393	 193,325

Net increase in cash during the year	  632		 254

Cash on hand - Beginning of year	 4,435		 4,181

Cash on hand - End of year	 5,067	 4,435

See accompanying notes
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Notes to Financial Statements
For the year ended December 31, 2008

1	Change in accounting policies

On January 1, 2008, Cambrian Credit Union Limited (the “Credit Union”) 
adopted three new sections of the Canadian Institute of Chartered Accountants 
(“CICA”) Handbook, namely Section 1535, Capital Disclosures, Section 3862, 
Financial Instruments - Disclosures, and Section 3863, Financial Instruments 
- Presentation. Section 3862 and 3863 consist of a comprehensive series of 
disclosures and presentation requirements applicable to financial instruments. 
They revise and enhance the disclosure requirements set out in Section 3861, 
Financial Instruments - Disclosure and Presentation, and carry forward unchanged 
its presentation requirements. Section 1535 consists of comprehensive disclosure 
requirements related to the Credit Union’s objectives, policies and processes for 
managing capital including required disclosures of externally imposed capital 
requirements.

The Accounting Standards Board (“AcSB”) amended CICA Handbook Section 
1400, General Standards of Financial Statement Presentation, to include 
requirements for management to assess an entity’s ability to continue as a going 
concern and to disclose material uncertainties related to events and conditions 
that may cast doubt on the entity’s ability to continue as a going concern. The 
Company adopted this new standard effective January 1, 2008. Management 
noted no issues with the Credit Union’s ability to continue as a going concern.

The application of the aforementioned standards only impacted the Credit Union’s 
disclosures included in the financial statements. 

2	Significant accounting policies

These financial statements have been prepared in accordance with Canadian 
generally accepted accounting principles, which require management to make 
estimates, and assumptions that affect the reported amounts of assets, liabilities, 
revenue and expenses and disclosure of contingent assets and liabilities at 
the date of the financial statements and the reported amounts of income and 
expenses during the reported period. Actual results may differ from those 
estimates. 
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The significant accounting policies used in these financial statements are as follows: 

Investments

Contract deposits are classified as held to maturity and are recorded at amortized 
cost. If the market value of investments becomes lower than cost and this decline 
in the value is considered to be other than temporary, the investments are written 
down to market value and recorded in income in the period. The Credit Union 
assesses whether a financial asset is other than temporarily impaired by assessing 
whether there is a significant or prolonged decline in fair value and objective 
evidence of impairment exists such as financial difficulty, breach or default of 
contracts, probability of bankruptcy or other financial reorganization. 

Shares of Credit Union Central of Manitoba (“Central”) are classified as available 
for sale and are not actively traded in a quoted market and are accordingly 
recorded at cost. 

Loans outstanding

Loans outstanding are initially recognized at fair value and are subsequently 
recorded at amortized cost using the effective interest method of amortization. 
Loans are stated net of an allowance established to recognize estimated probable 
losses. A loan is considered impaired when the loans are either i) greater than 90 
days past due, or ii) not fully secured and collection efforts are unlikely to result 
in repayment. When a loan is considered impaired, the carrying amount of the 
loan is reduced to its estimated realizable value. Estimated realizable amounts 
are determined by estimating the fair value of security underlying the loans 
and deducting costs of realization. In addition to a specific allowance against 
identified impaired loans, the Credit Union maintains a non-specific allowance to 
cover impairment which is inherent in the loan portfolio and is estimated based 
upon historical loss experience and prevailing economic conditions. Accounts 
written off reduce the allowance.

Interest revenue on loans is recognized using the effective interest method. 
Interest is accrued until such time as it becomes apparent that loans are 
impaired.

Property held for resale is valued at the lower of cost and estimated net realizable 
value. At December 31, 2008 there was no property held for sale.

39
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Property and equipment

Property and equipment are recorded at cost. These assets are depreciated on a 
straight-line basis to income at the rates set out below:

Buildings	 2.5%
Computer system	 20% - 33% 
Furniture and fixtures	 20%
Security equipment	 10%
Leasehold improvements	 10%

Income taxes

Income taxes are provided for using the liability method. Under this method, 
temporary differences are recorded using tax rates anticipated to be in effect 
when the corresponding taxes will be paid or refunded. Temporary differences are 
differences between the financial reporting and the income tax bases of the Credit 
Union’s allowance for loss on loans outstanding and property and equipment.

Translation of foreign currencies

Monetary assets and liabilities, denominated in foreign currencies are translated 
into Canadian dollars at the rates prevailing on the balance sheet date. Foreign 
exchange gains and losses are recorded in other income.

Central’s investment

The Credit Union receives electronic transaction switching services from Everlink 
Payment Services Inc. (“Everlink”). Central owns a 12.4% interest in Everlink. 
Since the Credit Union is a beneficial owner of Everlink, it records revenue and 
an amount recoverable from Central equal to the Credit Union’s proportional 
share of Everlink’s operating income. Conversely, when Everlink incurs a loss from 
operations, the Credit Union records an expense and a liability to Central for its 
proportionate share of Everlink’s loss.
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3	Investments

(in thousands of dollars)	 2008	 2007

Credit Union Central of Manitoba
	 Shares	 13,642		 10,715
	 Deposits (due within one year) (3.66% - 3.68%)	 30,000		 106,000
	 Current account		
		  Canadian - 2.50%	 143,577		 49,526
		  U.S. - 0.50%	 8,466		 9,332

		  195,685		  175,573
Credential Securities Inc. debenture,  
	 non-interest bearing, repayable in 2020	 250		 250
Concentra Financial shares	 24		 24

		  195,959	 175,847

Accrued interest receivable	 270		 2,051

		  196,229	 177,898

4	Loans outstanding

(in thousands of dollars)	 2008	 2007

Personal	 125,506		 108,291
Real estate mortgages - residential	 819,064		 734,014
Commercial	 453,989		 400,841
Lines of credit, including commercial 	 151,498		 115,326
Accrued interest receivable	 3,019		 2,717

		  1,553,076		  1,361,189
Less: Allowance for loss (note 5)	 (6,014	)	 (5,572	)

		  1,547,062	 1,355,617

Lines of credit include $38,759,000 (2007 - $28,037,000) of commercial lines 
of credit.
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5	Allowance for loss

As at December 31, 2008, the Credit Union has recorded allowances for doubtful 
loans totalling $6,014,000 (2007 - $5,572,000), consisting of $1,636,000 
(2007 - $1,968,000) for specific loans considered impaired and $4,378,000 
(2007 - $3,604,000) as a non-specific provision.

The following schedule provides the total amount of allowance recorded for each 
major loan category:

(in thousands of dollars)	 2008	 2007

			   Gross loan	 Total	 Net loan	 Gross loan	T otal	N et loan 
			   balances	 allowance	 balances	 balances	 allowance	 balances

Non-performing						    
	P ersonal loans	 318	 146	 172	 248	 217	 31
	 Residential  
		 mortgage loans	 697	 30	 667	 1,306	 35	 1,271
	 Commercial loans	 176	 33	 143	 677	 140	 537
	L ines of credit,	
		 including 
		 commercial	 3,645	 1,427	 2,218	 2,320	 1,576	 744

				  4,836	 1,636	 3,200	 4,551	 1,968	 2,583

Performing	 1,548,240	 4,378	 1,543,862	 1,356,638	 3,604	 1,353,034

				  1,553,076	 6,014	 1,547,062	 1,361,189	 5,572	 1,355,617
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The total allowance for loss consists of:

(in thousands of dollars)	 2008	 2007

	 	 				    Lines of 				 
				    Real estate 		  credit, 	  
				    mortgages - 		  including 	  
			   Personal	 residential	C ommercial	  commercial	T otal	T otal

Specific provision	 146	 30	 33	 1,427	 1,636	 1,968
Non-specific provision	 394	 88	 3,239	 657	 4,378	 3,604

		  		 540	  118	 3,272	 2,084	 6,014	 5,572

The change in the allowance for loss is as follows:

(in thousands of dollars)	

		  Balance - 	L oans	P rovision	 Balance -  
		  beginning 	 written off 	 made in 	 end of	  	
		  of year 	 in the year	  the year	 year

								     
Personal loans	 217	 (162	)	 91		 146
Residential mortgages	 35	 –		 (5	)	 30
Commercial	 140	 (449	)	 342		 33
Lines of credit including  
	 commercial	 1,576	 (27	)	 (122	)	 1,427

Total specific allowance	 1,968	 (638	)	  306		 1,636
Non specific allowance	 3,604	 –		 774		 4,378

Total allowance	 5,572	 (638	)	 1,080		 6,014

The fair value of the collateral held by the Credit Union as security for impaired 
loans was $3,200,000. The Credit Union has estimated the fair value of collateral 
based on an updated assessment of the security appraisal undertaken at the original 
funding assessment and management’s knowledge of the market value of security.
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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 
that are past due but not classified as impaired because they are either (i) less 
than 90 days past due, or (ii) fully secured and collection efforts are reasonably 
expected to result in repayment.

(in thousands of dollars)	

						      90 days 	  
			   1 - 30 days	 31 - 60 days	 61 - 89 days	 and greater	T otal

Personal loans	 4,351	 190	 85	 223	 4,849
Residential mortgages	 16,626	 897	 451	 138	 18,112
Commercial loans	 767	 –	 –	 79	 846
Lines of credit, including  
	 commercial	 2,443	 89	 –	 26	 2,558

				  24,187	 1,176	 536	 466	 26,365

The principal collateral the Credit Union holds as security for loans include 
(i) insurance, and mortgages over residential lots and properties, (ii) recourse 
to business assets such as real estate, equipment, inventory and accounts 
receivable, (iii) recourse to the 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. 

The Credit Union has a policy and procedures in place to control the risk that past 
due loans will be rewritten or extended without the approval of senior management 
or the Board of Directors (the “Board”) of the Credit Union. Loans that are greater  
than 30 days past due cannot be rewritten without the approval of senior management  
of the Credit Union. During the year ended December 31, 2008, there were no 
loans greater than 30 days past due that were rewritten.

During the year ended December 31, 2008, the Credit Union did not acquire any 
assets in respect of delinquent loans.
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6	Property and equipment

(in thousands of dollars)	 2008	 2007

		  	A ccumulated 		  Accumulated 
		  Cost	 depreciation	 Cost	 depreciation

Land	 1,529	 –	 1,529	 –
Buildings	 4,912	 1,227	 4,861	 1,102
Computer system	 8,895	 6,873	 7,911	 5,938
Furniture and fixtures	 3,198	 2,691	 3,050	 2,508
Security equipment	 695	 545	 691	 518
Leasehold improvements	 3,541	 1,165	 3,451	 1,002

			   22,770	 12,501	 21,493	 11,068

Net book value		  10,269		  10,425

Depreciation expense of $1,442,000 (2007 - $1,437,000) is included 
in administration and premises expenses in the statement of net income, 
comprehensive income and retained earnings.

7	Other assets

(in thousands of dollars)	 2008	 2007

Accounts receivable	 946		 833
Prepaid expenses	 305		 237

		  1,251	 1,070
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8	Savings and deposits

(in thousands of dollars)	 2008	 2007

Chequing accounts	 126,493		 116,269
Savings accounts	 486,428		 470,498
Guaranteed Investment Certificates	 591,590		 481,387
Registered retirement savings and income funds	 425,284		 369,131
Unclaimed accounts	 108		 116
Accrued interest	 24,780		 20,574

		  1,654,683	 1,457,975

9	Refunded service fees and share dividend

a)	 Refunded service fees

For 2008, refunded service fees of $1,682,000 (2007 - $1,570,000) were paid 
under the refunded service fees program on qualifying service fees in the year 
to members having a minimum threshold of business in the Credit Union. The 
refunded service fees will result in income tax recoveries in the current year of 
$502,000 (2007 - $253,000).

b)	Share dividend

In respect to 2008, the Board has declared a 5.75% (2007 - 6.00%) dividend 
on existing common and surplus shares. The entire amount of the dividend of 
$500,000 (2007 - $517,000) will be used in 2008 to purchase surplus shares 
under the Credit Union’s member equity plan. The share dividend will result in 
income tax recoveries in the current year of $149,000 (2007 - $83,000).

10	Members’ shares

Each member of the Credit Union has one vote, regardless of the number of 
shares a member holds. Each member must purchase and hold one or more 
common shares. At December 31, 2008, the number of members was 53,835 
(2007 - 52,833).
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Authorized share capital

a)	Common shares 
Authorized common share capital consists of an unlimited number of common 
shares with an issue price of $5 and an unlimited number of common shares 
issued under the refunded service program with an issue price of $.01.

b)	Surplus shares
Authorized surplus shares consist of an unlimited number of surplus shares,  
with an issue price of $1. 

Issued share capital

(in thousands of dollars)	 2008	 2007

Surplus share capital				 
	 Beginning of year	 8,053		 7,913
	 Issued during the year (previous year’s  
		  share dividends) (note 9 (b))	 517		 491
	 Redemption of surplus shares	 (411	)	 (351	)

	E nd of year	 8,159	 8,053

Common share capital				 
	 Beginning of year	 1,255		 1,286
	 Issued on application for membership	 5		 8
	 Issued based on Refunded Service  
		  Fee Program (note 9 (a)) 	 1,682		 1,570
	 Redemption of common shares	 (1,703	)	 (1,609	)

	E nd of year	 1,239		  1,255

Total share capital	 9,398	 9,308

The Board approved a special redemption of surplus shares in the amount of 
$172,000 (2007 - $135,000) which, together with regular redemptions of 
$239,000 (2007 - $216,000) comprised surplus shares redeemed during the 
year of $411,000 (2007 - $351,000).

The common share redemption of $1,703,000 (2007 - $1,609,000) consists of 
redemption of $1,682,000 (2007 - $1,570,000) of common shares under the 
refunded service fee program and $21,000 (2007 - $39,000) of regular redemptions.

Redemptions of share capital amounted to $2,114,000 (2007 - $1,960,000).
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11	Capital disclosures

The Credit Union operates pursuant to the Credit Unions and Caisses Populaires 
Act (Manitoba) (the “Act”). Regulations to the Act establish the following 
requirements with respect to capital and liquidity reserves:

Capital requirements

The Credit Union shall maintain a level of capital, which is comprised of 
members’ equity that meets or exceeds the following requirements:

a)	its capital shall not be less than 5% of the book value of its assets;

b)	its retained earnings shall not be less than 3% of the book value of its assets; and 

c)	a tiered level of capital shall not be less than 8% of the risk weighted value of 
its assets.

The Credit Union is in compliance with the capital requirements at  
December 31, 2008.

Liquidity reserve

The Credit Union shall maintain in cash on hand and investments in Central not 
less than 8% of its total members’ savings and deposits.

The Credit Union is in compliance with the liquidity reserve requirements at 
December 31, 2008.

Capital and liquidity reserves are managed in accordance with policies established 
by the Board and in relation to the capital requirements above. Management regards 
a strong capital base as an integral part of the Credit Union’s strategy. All of the 
capital requirements are monitored throughout the year, and modifications to the 
capital management strategies are made as appropriate. The Credit Union makes 
periodic dividend payments on eligible member shares, within the context of its 
overall capital management plan.
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12	Transactions with related parties

Directors, management and employees

All transactions with the Credit Union’s directors, management and employees 
were in accordance with the statutes, by-laws and policies of the Credit Union. 
Outstanding loans to directors and employees as at December 31, 2008 were 
0.8% (2007 - 0.8%) in aggregate of the assets of the Credit Union.

The Credit Union Deposit Guarantee Corporation of Manitoba

The Credit Union Deposit Guarantee Corporation of Manitoba (“Deposit Guarantee 
Corporation”) was incorporated for the purpose of protecting the members of 
credit unions from financial loss in respect of their deposits with credit unions 
and to establish sound procedures and controls for credit unions. The Deposit 
Guarantee Corporation provides a safeguard of all savings and deposits of 
members of Manitoba credit unions.

Transactions with the Deposit Guarantee Corporation included assessments of 
$1,492,000 (2007 - $1,490,000) and are recorded as member security expense.

Credit Union Central of Manitoba 

The Credit Union is a member of Central, which acts as a depository for surplus 
funds, and makes loans to credit unions. Central also acts as a trade association 
for credit unions. 

The Credit Union has in place a line of credit with Central in the amount of 10% 
of member deposits. It was not utilized at December 31, 2008. The line of credit 
with Central is payable on demand with interest payable on a variable rate basis 
which at year-end was 3.05% (2007 - 4.85%). As collateral for the line of credit, 
the Credit Union has pledged its loans outstanding. Interest paid on borrowings 
from Central during the year amounted to nil (2007 - $3,000). 

Other transactions with Central included income earned on investments referred 
to in note 3 in the amount of $7,475,000 (2007 - $9,222,000) and fees 
assessed by Central which include annual affiliation dues in the amount of 
$616,000 (2007 - $604,000), recorded as organizational expenses.
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Everlink Payment Services Inc.

The Credit Union receives electronic transaction switching services from  
Everlink. In accordance with the Credit Union’s accounting policy for these 
services, the Credit Union recorded an expense and a liability to Central of nil  
(2007 - $22,000), representing the Credit Union’s proportionate share of 
Everlink’s operating loss for the year.

13	Obligations under operating leases

Under the terms of premises leases, the Credit Union is committed to future 
aggregate lease payments as follows:

(in thousands of dollars)

2009	 745		
2010	 557		
2011	 459		
2012	 328		
2013	 306		
Thereafter	 6,040		

			   8,435

14	Income tax rate

At current levels of income, the Credit Union is subject to the reduced tax rate of 
approximately 16% (2007 - 17%).

15	Risk management

The Credit Union’s risk management policies are designed to identify and analyse 
risks, to set appropriate risk limits and controls, and to monitor the risks and 
adherence to limits by means of reliable and up-to-date information systems.  
The Credit Union follows an enterprise risk management framework which involves 
identifying particular events or circumstances relevant to its objectives, assessing 
them in terms of probability and magnitude, determining a response strategy 
and monitoring progress. The Credit Union regularly reviews its risk management 
policies and systems to take account of changes in markets and products.
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Risk management is carried out by management who reports to the Board. The 
Board provides written principles for risk tolerance and overall risk management. 
Management reports to the Board on the Credit Union’s compliance with the risk 
management policies. In addition, the Credit Union maintains a Risk Management 
department, which is responsible for the review of risk management and the 
Credit Union’s control environment.

Financial instruments comprise the majority of the Credit Union’s assets and 
liabilities. The Credit Union accepts deposits from members at both fixed and 
floating rates for various periods and seeks to earn an interest rate margin by 
investing these funds in high quality financial instruments - principally loans and 
mortgages. The primary types of financial risk which arise from this activity are 
interest rate risk, credit risk, liquidity risk, foreign exchange risk and price risk.

The following table describes the significant financial instrument activity 
undertaken by the Credit Union, the risks associated with such activities and the 
types of method used in managing those risks.

Activity	 Risks	 Method in managing risks

Savings and deposits	 Sensitivity to changes 	 Asset-liability matching and 
	 in interest rates	 periodic use of derivatives

Investments 	 Sensitivity to changes in interest 	 Monitoring of investment 
	 rates and credit risk 	 restrictions and counterparty risk 

Loans to members	 Sensitivity to changes in interest	 Asset-liability matching and 
	 rates and credit risk	 periodic use of derivatives, and 		
		  monitoring of counterparty risk

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of the Credit 
Union’s financial instruments will fluctuate due to changes in market interest 
rates. Fair value interest rate risk is the risk that the value of a financial 
instrument will fluctuate because of changes in prevailing market interest rates. 
Net interest income reported in the statement of net income, comprehensive 
income and retained earnings may increase or decrease in response to changes 
in market interest rates. Accordingly, the Credit Union sets limits on the level 
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of mismatch of interest rate re-pricing that may be undertaken, which is 
monitored by the Credit Union’s management and reported to the Board, which is 
responsible for managing interest rate risk.

In managing interest rate risk, the Credit Union relies primarily upon use of 
asset-liability and interest rate sensitivity models. Periodically, the Credit Union 
may enter into interest rate swaps to adjust the exposure to interest rate risk by 
modifying the re-pricing of the Credit Union’s financial instruments. The Credit 
Union has not entered into any interest rate swaps in the current or prior year.

Sensitivity analysis is used to assess the change in value of the Credit Union’s 
financial instruments against a range of incremental basis point changes in 
interest rates over a twelve month period. Sensitivity analysis is calculated on a 
periodic basis and is reported to the Board. Based on current portfolio of loans 
and deposits as at December 31, 2008, the Credit Union estimates that an 
immediate and sustained 100 bps increase in interest rates would increase net 
interest income by $441,000 over the next 12 months while an immediate and 
sustained 100 bps decrease in interest rates would decrease net interest income 
by $478,000 over the next 12 months.

Other types of interest rate risk may involve basis risk (the risk of loss arising 
from changes in the relationship of interest rates which may not have identical 
characteristics, for example the difference between prime rate and variable rate 
loans and variable rate deposits) and prepayment risk (the risk of loss of interest 
income arising from the early repayment of fixed rate mortgages and loans). These 
risks are also monitored on a regular basis and are reported to the Board.
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The following schedule shows the Credit Union’s sensitivity to interest rate changes as 
at December 31, 2008:

(in thousands of dollars)

Expected repricing		  Interest 	L iabilities 	 Interest	 Asset  
or maturity dates	 Assets	 rate %	 and equity	 rate %	 liability gap

Variable to 6 months	 687,439	 3.97		 670,151	 2.66	 17,288
6 months to 1 year	 121,366	 5.16		 123,128	 4.17	 (1,762	)
1 to 2 years	 183,876	 5.08		 202,723	 4.51	 (18,847	)
2 to 3 years	 224,596	 5.35		 197,264	 4.89	 27,332
3 to 4 years	 301,059	 5.51		 171,343	 5.15	 129,716
4 to 5 years	 220,392	 5.52		 144,994	 4.96	 75,398
Over 5 years	 7,014	 5.83		 12	 4.39	 7,002

				  1,745,742			  1,509,615		  236,127
Non-interest rate  
	 sensitive	 14,531	 0.00		 250,658	 0.07	 (236,127	)

Total	 1,760,273			  1,760,273		  –

The Credit Union’s major source of income is its financial margin, which is 
the difference between income earned on investments and loans to members 
and interest paid to members on their deposits. The objective of asset liability 
management is to match interest-sensitive assets with interest-sensitive liabilities, 
thus controlling wide fluctuations of income during periods of changing interest 
rates. Certain items on the balance sheet, such as non-interest bearing member 
deposits and equity do not provide interest rate exposure to the Credit Union. These 
items are reported as non-interest rate sensitive on the schedule. The Credit Union 
may enter into interest rate swap contracts when its portfolio is mismatched.

Credit risk

Credit risk is the risk that a Credit Union member or counterparty will be unable to 
pay amounts in full when due. Impairment provisions are provided for losses that 
have been incurred at the balance sheet date. Significant changes in the economy 
of Manitoba or deteriorations in lending sectors which represent a concentration 
within the Credit Union’s loan portfolio may result in losses that are different 
from those provided for at the balance sheet date. Credit risk management is an 
integral part of the Credit Union’s activities. Management carefully monitors and 
manages the Credit Union’s exposure to credit risk by a combination of methods. 
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Credit risk arises principally from lending activities that result in member 
loans and advances, and investing activities that result in investments in cash 
resources. There is also credit risk in unfunded loan commitments. The overall 
management of credit risk is reported to the Board. 

Concentration of loans is managed by the implementation of sectoral and member 
specific limits as well as the periodic use of syndications with other financial 
institutions to limit the potential exposure to any one member.

The Board is responsible for approving and monitoring the Credit Union’s 
tolerance for credit exposures which it does through review and approval of the 
Credit Union’s lending policies and through setting limits on credit exposures 
to individual members and across sectors. The Credit Union maintains levels 
of borrowing approval limits and prior to advancing funds to a member, an 
assessment of the credit quality of the member is made. The Credit Union 
emphasizes responsible lending in its relationships with members and to establish 
that loans are within the member’s ability to repay, rather than relying exclusively 
on collateral.

The classes of financial instruments to which the Credit Union is most exposed 
are loans to members and investments.

At December 31, 2008, the maximum credit risk exposure of the Credit Union, 
without taking account of any collateral or other credit enhancements was a follows:

(in thousands of dollars)

				    Undrawn	T otal  
Credit risk exposure 	O utstanding 	 commitments 	 exposure

Investments	 196,229	 –	 196,229

Personal loans	 125,506	 –	 125,506

Real estate mortgages -  
	 residential	 819,064	 21,544	 840,608

Commercial loans	 453,989	 37,669	 491,658

Lines of credit including  
	 commercial	 151,498	 21,960	 173,458

Total exposure	 1,746,286	 81,173	 1,827,459
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Investments

Credit risk arises from the investments in cash resources held by the Credit Union to 
meet regulatory and internal liquidity requirements and for general business purposes. 
This aspect of credit risk is principally managed by management who reports to the 
Board. The managed assets consist of cash resources held with Central. All of the 
Credit Union’s liquidity investments are held with Central. Central invests on behalf 
of the Credit Union as per the investment policies approved by the Investment 
Committee of the Board of Directors of Central. The investment policy requires that all 
investments are highly-rated and that all of the assets are readily convertible to cash. 

Personal loans and residential mortgages 

Loans to members consist of personal loans and lines of credit which are secured 
by various types of collateral as required in the loans policy approved by the Board. 
Unsecured personal loans are only granted on the basis of a properly qualified and 
documented covenant value. 

Residential mortgages to members, consist of $311,466,000 in mortgages with 
an advance ratio of 80% to 95% of the appraised value which are fully insured 
by either the Canadian Mortgage Housing Corporation or Genworth Capital, 
$504,651,000 in conventional residential mortgages with an original maximum 
advance ratio to 80% of the appraised value and $2,947,000 in residential 
mortgages with an original advance ratio to 85% of the appraised value.

Commercial loans and lines of credit

The Credit Union often takes security as collateral in common with other lending 
institutions. The Credit Union maintains guidelines on the acceptability of specific 
types of collateral. Collateral may include mortgages over commercial properties 
and charges over business assets such as premises, inventory and accounts 
receivable. Where significant impairment indicators are identified the Credit Union 
will take additional measures to manage the risk of default, which may include 
seeking additional collateral.
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The Credit Union has established guidelines to ensure that the Credit Union’s 
commercial lending is well diversified by industry type, as follows:

(in thousands of dollars)

Commercial rental	 238,243
Residential rental	 98,368 
Health care	 41,448
Accommodation and food services	 31,420
Retail	 17,396
Construction	 11,149
Entertainment and recreation	 10,717
Other	 44,007

			   492,748

The credit quality of the commercial loan portfolio for those loans which are 
neither past due or impaired can be assessed by reference to the Credit Union’s 
internal rating system. The Credit Union assesses the probability of a default 
using internal rating tools and taking into account statistical analysis as well as 
the experience and judgement of the Credit department. Commercial loans to 
members are divided into four segments and are regularly reviewed and updated 
as appropriate. Loans in the lower segments are not considered to be impaired 
taking into account the repayment status of the loans and the estimated fair value 
of the collateral. 

(in thousands of dollars)

Rating 1 - Satisfactory accounts	 398,337		
Rating 2 - Satisfactory accounts - qualified	 78,341		
Rating 3 - Caution accounts	 15,740		
Rating 4 - Unsatisfactory accounts	 330		

			   492,748
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Liquidity risk

Liquidity risk is the risk that the Credit Union will encounter difficulty in raising 
funds to meet its obligations to members and other liabilities. As disclosed in note 11, 
the Credit Union is required to maintain in cash on hand and investments in Central 
not less than 8% of its total members’ savings and deposits. The Credit Union’s 
own risk management policies require it to maintain sufficient liquid resources 
to cover cash flow imbalances, to retain member confidence in the Credit Union 
and to enable the Credit Union to meet all financial obligations. This is achieved 
through maintaining a prudent level of liquid assets, through management control 
of the growth of the loan portfolio, and asset-liability maturity management. 
Management monitors forecasts of the Credit Union’s liquidity requirements on the 
basis of expected cash flows as part of its liquidity management. The Credit Union 
also maintains a borrowing facility with Central in the amount of 10% of member 
deposits as part of its liquidity management strategy. 

The remaining contractual maturity of recognized financial liabilities is as follows:

(in thousands of dollars)	 Payable on a fixed date

			P   ayable on	L ess than 	 1 to 2	 2 to 5 	 More than 	  
			   demand	 1 year	 years 	 years	 5 years	T otal

Savings and deposits	 647,402	 290,945	 202,723	 513,601	 12	 1,654,683
Accounts payable and  
	 accrued charges	 –	 5,570	 –	 –	 –	 5,570

Foreign exchange risk

Foreign exchange risk is not considered significant at this time as the Credit Union 
does not engage in any active trading of foreign currency positions or hold significant 
foreign currency denominated financed investments for an extended period. 

Price risk

Price risk arises from changes in market risks, other than interest rate, credit, 
liquidity or foreign exchange risk, causing fluctuations in the fair value or future cash 
flows of a financial instrument. Price risk is not considered significant at this time.
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16	Fair value of financial instruments 

Differences between book value and fair value of the investments, loans outstanding, 
savings and deposits, and other financial assets and liabilities are caused by 
differences between the interest rate obtained at the time of the original investment, 
loan or deposit and the current rate for the same product. Loans and deposits that 
are priced with variable rates have a fair value equal to book value, as they are priced 
at current interest rates.

While fair value amounts are designed to represent estimates of the amounts at 
which assets and liabilities could be exchanged in a current transaction between 
arm’s length willing parties, the Credit Union normally holds all of its fixed term 
investments, loans and deposits to their maturity date. Consequently, the fair values 
presented are estimates derived by taking into account changes in the market 
interest rates and may not be indicative of the net realizable value. Furthermore,  
as many of the Credit Union’s financial instruments lack an available trading market, 
the fair value of loans and member deposits with fixed rates are estimated using 
discounted cash flow models with discount rates based on current market interest 
rates for similar types of instruments. The inputs to the valuation model for fixed rate 
loans include scheduled loan amortization rates and estimated rates of repayment 
with the future cash flows discounted using current market rates for equivalent 
groups of mortgages or loans. The future cash flows on fixed rate deposits and fixed 
rate borrowings are discounted to their estimated present value using a discount rate 
based on current market rates for equivalent groups of fixed rate deposits. 

The most significant assumption relates to the discount rates utilized. If the forward 
yield curve of such instruments would increase by 100 bps then the fair value of 
loans outstanding and investments would decrease by approximately $27,058,000 
and the fair value of savings and deposits would increase by approximately 
$25,724,000. A corresponding decrease of 100 bps would result in the fair value of 
loans outstanding and investments increasing by approximately $28,073,000 and 
the fair value of savings and deposits decreasing by approximately $30,575,000.

The fair values disclosed exclude the values of assets and liabilities that are not 
considered financial instruments such as land, buildings and equipment. 

Financial assets and liabilities are recognized on the balance sheet at fair value, 
cost or amortized cost according to the categories determined by the accounting 
framework for financial instruments. The carrying values and fair values for each 
category of financial asset and liability are presented in the table to follow:N
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As at December 31, 2008:

(in thousands of dollars)

			   Financial assets and		  Fair value 
		  Held for	  financial liabilities at	E stimated	 greater (less) 
		  trading	 cost or amortized cost	 fair value	  than book value 

Assets						   
	 Cash on hand 	 5,067	 –	 5,067	 –
	 Investments	 –	 196,229	 196,238	 9
	L oans outstanding	 –	 1,547,062	 1,550,352	 3,290

Total financial assets	 5,067	 1,743,291	 1,751,657	 3,299

Liabilities							   
	 Savings and deposits	 –	 1,654,683	 1,628,846	 (25,837	)
	 Accounts payable and  
		  accrued charges	 –	 5,570	 5,570	 –

Total financial liabilities	 –	 1,660,253	 1,634,416	 (25,837	)

As at December 31, 2007:

(in thousands of dollars)

			   Financial assets and		  Fair value 
		  Held for	  financial liabilities at	E stimated	 greater (less) 
		  trading	 cost or amortized cost	 fair value	  than book value 

Assets 
	 Cash on hand 	 4,435	 –	 4,435	 –
	 Investments	 –	 177,898	 177,926	 28
	L oans outstanding	 –	 1,355,617	 1,342,052	 (13,565	)

Total financial assets	 4,435	 1,533,515	 1,524,413	 (13,537	)

Liabilities 
	 Savings and deposits	 –	 1,457,975	 1,451,443	 (6,532	)
Accounts payable and  
	 accrued charges	 –	 6,068	 6,068	 –

Total financial liabilities	 –	 1,464,043	 1,457,511	 (6,532	)
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17	Pension plan

The Credit Union has a defined contribution pension plan for qualifying 
employees. The contributions are held in trust by the Co-operative Superannuation 
Society Limited and are not recorded in these financial statements. The Credit 
Union matches employee contributions at a rate of 6% of the employee salary. 
The expense and payments for the year ended December 31, 2008 were 
$581,000 (2007 - $520,000) and are recorded as salaries and employee 
benefits. As a defined contribution pension plan, the Credit Union has no further 
liability or obligation for future contributions to fund benefits to plan members.

18	Commitments and letters of credit

The Credit Union had made commitments to extend loans to members,  
which include undisbursed loans in the approximate amount of $59,213,000 
(2007 - $64,580,000) and unutilized lines of credit in the approximate 
amount of $21,960,000 (2007 - $18,057,000). The Credit Union also has 
made commitments to members for unexpired letters of credit in the amount of 
$3,938,000 as at December 31, 2008 (2007 - $6,024,000).

19	Future accounting changes

In 2006, the AcSB published a new strategic plan that will significantly affect 
financial reporting requirements for Canadian entities. The AcSB strategic plan 
outlines the convergence of Canadian GAAP with International Financial Reporting 
Standards (“IFRS”) over an expected five year transitional period. In February 2008, 
AcSB announced that IFRS will be used for financial statements relating to fiscal 
years beginning on or after January 1, 2011. The Credit Union’s transition date of 
January 1, 2011 will require the restatement for comparative purposes of certain 
amounts reported in its financial statements for the year ending December 31, 2010. 
While the Credit Union has begun assessing the adoption of IFRS for 2011,  
the financial reporting impact of the transition to IFRS cannot be reasonably 
estimated at this time.
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