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Independent auditor’s report 

To the Members of Kindred Credit Union Limited 

Our opinion 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 

position of Kindred Credit Union Limited (the Credit Union) as at December 31, 2025 and its financial 

performance and its cash flows for the year then ended in accordance with International Financial Reporting 

Standards as issued by the International Accounting Standards Board (IFRS Accounting Standards). 

What we have audited 

The Credit Union’s financial statements comprise: 

• the statement of financial position as at December 31, 2025; 

• the statement of income and comprehensive income for the year then ended; 

• the statement of changes in members’ equity for the year then ended; 

• the statement of cash flows for the year then ended; and 

• the notes to the financial statements, comprising material accounting policy information and other 

explanatory information. 

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 

responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 

of the financial statements section of our report. 



 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our opinion. 

Independence 

We are independent of the Credit Union in accordance with the ethical requirements that are relevant to our 

audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in accordance 

with these requirements. 

Responsibilities of management and those charged with governance for the 

financial statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with IFRS Accounting Standards, and for such internal control as management determines is 

necessary to enable the preparation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Credit Union’s ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 

concern basis of accounting unless management either intends to liquidate the Credit Union or to cease 

operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Credit Union’s financial reporting process. 

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 

opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with Canadian generally accepted auditing standards will always detect a material misstatement 

when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in 

the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 

basis of these financial statements. 



 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 

professional judgment and maintain professional skepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 

error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 

of the Credit Union’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 

and related disclosures made by management. 

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based 

on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that 

may cast significant doubt on the Credit Union’s ability to continue as a going concern. If we conclude that 

a material uncertainty exists, we are required to draw attention in our auditor’s report to the related 

disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our 

conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, 

future events or conditions may cause the Credit Union to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the 

disclosures, and whether the financial statements represent the underlying transactions and events in a 

manner that achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope 

and timing of the audit and significant audit findings, including any significant deficiencies in internal 

control that we identify during our audit. 

Chartered Professional Accountants, Licensed Public Accountants 

Toronto, Ontario 

February 27, 2026 



 

Kindred Credit Union Limited 
Statement of Financial Position  
As at December 31, 2025 

(in thousands of dollars) 

 

  

Approved by the Board of Directors 

___________________________________ Director ________________________________ Director

The accompanying notes are an integral part of these financial statements. 

2025
$ 

2024
$ 

Assets

Cash 38,537 31,509 
Investments – liquidity reserve (note 5) 143,606 136,286 
Loans to members (note 6) 2,139,833 1,969,818 
Investments – other (note 5) 28,726 112,824 
Prepaid expenses 5,480 5,066 
Derivative financial assets (note 19) 80 237 
Other receivables 6,537 5,071 
Property and equipment (note 7) 16,834 17,246 
Deferred income tax asset (note 16) 1,279 1,018 

Total assets 2,380,912 2,279,075 

Liabilities

Deposits of members
Members’ deposits (note 8) 2,015,278 1,936,588 
Accrued interest payable 20,674 26,071 

2,035,952 1,962,659 

Liabilities
Accounts payable and accrued charges 8,407 7,702 
Post-retirement benefit liability (note 11) 3,528 3,397 
Income taxes payable 176 443 
Lease liabilities (note 10) 13,642 14,231 
Mortgage securitization liabilities (note 20) 93,852 79,752 

119,605 105,525 

Liabilities qualifying as regulatory capital
Profit shares (note 12) 23,679 22,616 
Member shares (note 12) 668 644 

24,347 23,260 

Total liabilities 2,179,904 2,091,444 

Members’ Equity

Investment shares (note 12) 107,396 103,969 

Retained earnings 92,362 82,632 

Accumulated other comprehensive income 1,250 1,030 

Total members’ equity 201,008 187,631 

2,380,912 2,279,075 



Kindred Credit Union Limited 
Statement of Income and Comprehensive Income  
For the year ended December 31, 2025 

(in thousands of dollars) 

The accompanying notes are an integral part of these financial statements. 

 

2025
$ 

2024
$ 

Revenue
Interest income 101,088 101,245 
Investment income 8,507 7,717 

109,595 108,962 

Interest expense
Interest on members’ deposits 52,023 57,292 
Patronage refund (note 15) 1,725 1,325 
Interest on external borrowings 138 153 
Gain on derivative financial instruments (note 19(b)) (151) (139)
Mortgage securitization cost of funds 3,047 2,475 
Lease finance cost 545 608 

57,327 61,714 

Financial margin 52,268 47,248 

Fee revenue 6,491 6,109 

Commission revenue 2,753 2,342 

9,244 8,451 

Provision for loan losses (note 6) (1,518) (2,174) 

Income before the undernoted 59,994 53,525 

Operating expenses
Personnel (note 14) 27,916 25,448 
Administration  9,944 9,158 
Occupancy  3,268 3,197 
Insurance  1,760 1,628 

42,888 39,431 

Income before charitable giving 17,106 14,094 

Charitable giving (750) (660)

Income before income taxes 16,356 13,434 

Provision for income taxes (note 16) 2,190 1,110 

Net income for the year 14,166 12,324 

Other comprehensive income – net of taxes 
Net change in unrealized gain on investments (note 5) 220 1,328 
Net actuarial loss on post-retirement benefit plan (note 11) - (453) 

220 875 

Comprehensive income for the year 14,386 13,199 
 



Kindred Credit Union Limited 
Statement of Changes in Members’ Equity 
For the year ended December 31, 2025 

(in thousands of dollars) 

The accompanying notes are an integral part of these financial statements. 

Investment 
shares 

$ 

Retained 
earnings 

$ 

Accumulated
other 

comprehensive 
income (loss) 

$ 
Total 

$ 

Balance – December 31, 2023 99,496 75,745 (298) 174,943

Net income for the year - 12,324 - 12,324

Net change in unrealized gain on 
investments – net of taxes (note 16(c)) - - 1,328 1,328 

Net actuarial loss on post-retirement benefit 
plan – net of taxes (note 16(c)) - (453) - (453)

Net shares issued (note 12) 4,473 - - 4,473

Dividend on investment shares - (4,984) - (4,984)

Balance – December 31, 2024 103,969 82,632 1,030 187,631 

Net income for the year - 14,166 - 14,166

Net change in unrealized gain on 
investments – net of taxes (note 16(c)) - - 220 220 

Net actuarial loss on post-retirement benefit 
plan – net of taxes (note 16(c)) - - - - 

Net shares issued (note 12) 3,427 - - 3,427 

Dividend on investment shares - (4,436) - (4,436)

Balance – December 31, 2025 107,396 92,362 1,250 201,008 



 

Kindred Credit Union Limited 
Statement of Cash Flows 
For the year ended December 31, 2025 

(in thousands of dollars) 

The accompanying notes are an integral part of these financial statements. 

2025
$ 

2024
$ 

Cash provided by (used in)

Operating activities
Net income for the year 14,166 12,324 
Adjustments for 

Interest and investment income (109,595) (108,962) 
Interest expense 56,598 62,429 
Lease finance cost 545 608 
Provision for income taxes 2,190 1,110 
Patronage refund 1,725 1,325 
Provision for loan losses 1,518 2,174 
Amortization of property and equipment (note 7) 2,150 2,167 
Net change in unrealized losses on derivative instruments 157 (469) 

Change in non-cash working capital 393 (572) 

Changes in member activities – net 
Change in loans to members (171,533) (105,717) 
Change in members’ deposits 78,690 175,542 

Cash flows relating to interest and income taxes 
Interest received on loans to members 108,130 107,808 
Interest paid on members’ deposits (62,505) (55,911) 
Income taxes paid (2,740) (1,114) 

(80,111) 92,742 

Financing activities
Repayments of lease liabilities  (1,233) (1,182) 
Increase in securitized loans sold 29,718 12,081 
Repayments of securitization liabilities (15,618) (9,218) 
Redemption of profit shares (note 12) (662) (541)
Redemption of investment shares (note 12) (500) - 
Net increase in member shares (note 12) 24 23 

11,729 1,163 

Investing activities
Net redemption (purchase) of investments  77,043 (94,412) 
Purchase of property and equipment (note 7) (1,633) (876) 

75,410 (95,288) 

Change in cash during the year 7,028 (1,383) 

Cash – Beginning of year 31,509 32,892 

Cash – End of year 38,537 31,509 



 

Kindred Credit Union Limited 
Notes to Financial Statements 
December 31, 2025 

(tabular amounts in thousands of dollars) 

(1)

1 Reporting entity 

Kindred Credit Union Limited (the Credit Union) is incorporated under the Credit Unions and Caisses 

Populaires Act 2020 (the Act) of Ontario and is a member of Central 1 Credit Union Limited (Central 1). The 

Credit Union operates as one operating segment in the loans and deposit taking industry in Ontario. Products 

and services offered to its members include mortgages, personal, commercial and agricultural loans, chequing 

and savings accounts, guaranteed investment certificates (GICs), RRSPs, RRIFs, TFSAs, FHSAs, automated 

banking machines, debit and credit cards and internet banking. The Credit Union head office is located at 1265 

Strasburg Rd., Kitchener, Ontario. 

The financial statements have been authorized for issue by the Board of Directors on February 26, 2026. 

2 Basis of presentation 

These financial statements have been prepared in conformity with International Financial Reporting Standards 

as issued by the International Accounting Standards Board (IFRS Accounting Standards). 

These financial statements were prepared under the historical cost convention, as modified by the revaluation 

of certain financial assets and derivative financial instruments measured at fair value. 

The financial statements’ values are presented in Canadian dollars ($), which is the functional and presentation 

currency of the Credit Union. 

The preparation of financial statements in conformity with IFRS Accounting Standards requires the use of 

certain critical accounting estimates. It also requires management to exercise its judgment in the process of 

applying the Credit Union’s accounting policies. Changes in assumptions may have a significant impact on the 

financial statements in the period in which the assumptions changed. Management believes that the underlying 

assumptions are appropriate and that the Credit Union’s financial statements therefore present its financial 

position and performance fairly. 

Estimates and judgments are continually evaluated based on historical experience and other factors, including 

expectations of future events that are believed to be reasonable under the circumstances. Actual results could 

differ from those estimates. The areas involving a higher degree of judgment or complexity, or areas where 

assumptions and estimates are significant to the financial statements, are the fair value of financial instruments 

and the member loan loss provisions. These areas are further disclosed in note 4. 

Certain comparative figures have been reclassified to conform to the presentation adopted in the current year. 

3 Material accounting policies 

a) Allowance for expected credit loss

At initial recognition, the Credit Union recognizes allowances for expected credit loss (ECL) on all debt

instruments measured at amortized cost and fair value through other comprehensive income (FVOCI).

ECLs are also recognized for loan commitments and financial guarantees.



Kindred Credit Union Limited 
Notes to Financial Statements 
December 31, 2025 

(tabular amounts in thousands of dollars) 

(2)

IFRS 9, Financial Instruments (IFRS 9), outlines a three-stage model for impairment based on changes in 

credit quality since initial recognition as summarized below: 

 A financial instrument that is not credit impaired on initial recognition is classified in Stage 1 and has

its credit risk continuously monitored by the Credit Union.

 If a significant increase in credit risk since initial recognition is identified, the financial instrument is

moved to Stage 2 but is not yet deemed to be credit impaired.

 If the financial instrument is credit impaired, the financial instrument is then moved to Stage 3.

 Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of lifetime

ECLs that result from default events possible within the next 12 months. Instruments in Stages 2 and 3

have their ECL measured based on ECLs on a lifetime basis.

At each reporting date, the Credit Union assesses whether financial assets that are debt instruments 

carried at amortized cost or FVOCI, loan commitments and financial guarantees are credit impaired. 

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of the 

financial instrument.  

ECLs are the discounted product of the probability of default (PD), exposure at default (EAD) and loss 

given default (LGD). The PD represents the likelihood of a member defaulting on its financial obligation, 

either over the next 12 months or the remaining lifetime of the financial instrument (depending on the 

stage to which the financial asset belongs). The EAD is based on the amounts the Credit Union expects to 

be owed at the time of default. For example, on revolving facilities, the Credit Union considers the amount 

that is expected to be drawn on leading up to default. On term facilities, the Credit Union considers the 

amount it expects to be paid down leading up to default. The LGD represents the Credit Union’s 

expectation of the extent of a loss on a defaulted exposure. The LGD is expressed as a percentage of EAD. 

These inputs are combined to project ECL over either the next 12 months or the entire lifetime of a credit 

exposure and discounted back to present using the instrument’s effective interest rate. 

When determining whether the risk of default on a loan has increased significantly since initial 

recognition, the Credit Union considers reasonable and supportable information that is relevant and 

available without undue cost or effort. This includes both quantitative and qualitative information and 

analysis, based on historical experience and expert credit assessment and including forward-looking 

information. 

The Credit Union uses the following when determining whether there has been a significant increase in 

credit risk: 

 quantitative criteria: 30 days overdue is classified as Stage 2 and 90 days overdue is designated as

Stage 3; and



 

Kindred Credit Union Limited 
Notes to Financial Statements 
December 31, 2025 

 

(tabular amounts in thousands of dollars) 

 

 

 

 
(3)

 

 
   
  

 qualitative indicators including but not limited to deteriorating or lack of financial statements, adverse 

management changes, covenant breaches, frequent overdrafts or arrears, debt service shortfalls, 

deterioration of security, cessation of operations, receivership or bankruptcy and deteriorating credit 

scores for residential loans as indicated by Equifax data. 

The Credit Union allocates each exposure to a credit risk grade based on a variety of data that is 

determined to be predictive of the risk of default and applying experienced credit judgment. Credit risk 

grades are defined using qualitative and quantitative factors that are indicative of risk of default. These 

factors vary depending on the nature of the exposure and the type of borrower. 

Credit risk grades are a primary input into the determination of the term structure of PD for exposures. 

The Credit Union collects performance and default information about its credit risk exposures analyzed by 

type of product and borrower as well as by credit risk grading. 

Loan writeoffs 

The Credit Union writes off financial assets, in whole or in part, when it has exhausted all practical 

recovery efforts and has concluded there is no reasonable expectation of recovery. Indicators that there is 

no reasonable expectation of recovery include (i) ceasing enforcement activity and (ii) where the Credit 

Union’s recovery method is foreclosing on collateral and the value of the collateral is such that there is no 

reasonable expectation of recovering in full.  

b) Fees and commission 

Fee and commission revenue and expenses that are integral to the effective interest rate on a financial 

asset or financial liability are included in the effective interest rate (see (c) below). Other fee and 

commission revenue from contracts with members or other third parties is measured based on the 

consideration specified in a contract with the counterparty. The Credit Union recognizes revenue as the 

related performance obligation is satisfied, either over time or at a point in time. 

The Credit Union provides retail and corporate banking services to its members, including account 

management, provision of overdraft facilities, foreign currency transactions and credit card and servicing 

fees. Fees for ongoing account management are charged to the customer’s account on a monthly basis. 

Transaction-based fees for foreign currency transactions and overdrafts are charged to the member’s 

account when the transaction takes place. 

Servicing fees for the administration of loans that have been sold to a third party are based on fixed rates 

outlined in the respective contract and are recorded monthly. 

The Credit Union receives commission revenue primarily through its relationship with Aviso Wealth 

resulting from sales of mutual fund and insurance products. Commission income is recognized monthly 

when received. 



 

Kindred Credit Union Limited 
Notes to Financial Statements 
December 31, 2025 

 

(tabular amounts in thousands of dollars) 

 

 

 

 
(4)

 

 
   
  

c) Financial assets and liabilities 

The Credit Union has applied IFRS 9 and classifies its financial assets in the following measurement 

categories: fair value through profit or loss (FVTPL), FVOCI or amortized cost. Management determines 

the classification of its financial instruments at initial recognition. The Credit Union uses trade date 

accounting for regular way contracts when recording financial asset transactions. All financial assets and 

liabilities, including derivative financial instruments, are recognized in the statement of financial position 

and measured in accordance with their assigned category. 

The accounting policies related to financial assets and liabilities are as follows. 

Measurement methods 

Amortized cost and effective interest rate 

Amortized cost is the amount at which the financial asset or financial liability is measured at initial 

recognition minus the principal repayments, plus or minus the cumulative amortization using the effective 

interest method of any difference between that initial amount and the maturity amount and, for financial 

assets, adjusted for any loss allowance. 

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts 

through the expected life of the financial asset or financial liability to the gross carrying amount of a 

financial asset (i.e., its amortized cost before any loss allowance) or to the amortized cost of a financial 

liability. The calculation includes transaction costs, premiums or discounts and fees and points paid or 

received that are integral to the effective interest rate, such as origination fees. When the Credit Union 

revises the estimates of future cash flows, the carrying amount of the respective financial asset or financial 

liability is adjusted to reflect the new estimate discounted using the original effective interest rate. Any 

changes are recognized in net income. 

Interest income and expense 

Interest income and expense are calculated by applying the effective interest rate to the gross carrying 

amount of financial assets and liabilities, except for financial assets that have subsequently become credit 

impaired (or Stage 3), for which interest income is calculated by applying the effective interest rate to their 

amortized cost (i.e., net of the ECL provision). 

Classification and subsequent measurement 

Initial recognition and measurement 

Financial assets and financial liabilities are recognized when the entity becomes a party to the contractual 

provisions of the instrument. 



 

Kindred Credit Union Limited 
Notes to Financial Statements 
December 31, 2025 

 

(tabular amounts in thousands of dollars) 

 

 

 

 
(5)

 

 
   
  

At initial recognition, the Credit Union measures a financial asset or financial liability at its fair value plus 

transaction costs that are incremental and directly attributable to the acquisition or issue of the financial 

asset or financial liability, such as fees and commissions. Transaction costs of financial assets and financial 

liabilities carried at FVTPL are expensed in net income.  

Classification and subsequent measurement 

Financial assets  

Financial assets are initially recognized at fair value and are classified and subsequently measured at 

amortized cost, FVOCI or FVTPL. A financial asset which is a debt instrument and is not determined to be 

measured at FVTPL is classified as amortized cost if it meets both of the following conditions: 

i) the asset is held within a business model, the objective of which is to hold assets to collect contractual 

cash flows; and 

ii) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely 

payments of principal and interest (SPPI). 

On initial recognition, an equity investment is measured at fair value, with subsequent changes in fair 

value recorded in net income, unless the Credit Union irrevocably elects to present subsequent changes in 

fair value in other comprehensive income (OCI). This election is made on an investment by investment 

basis. 

Financial assets which are debt instruments that are held within a business model, the objective of which is 

achieved by both collecting contractual cash flows and selling financial assets are classified as FVOCI if 

they meet the requirements of being SPPI. 

For debt instruments, the business model reflects how the Credit Union manages the assets in order to 

generate cash flows, which is based on whether the Credit Union’s objective is solely to collect the 

contractual cash flows from the assets or to collect both the contractual cash flows and cash flows arising 

from the sale of assets. If neither of these is applicable (i.e., financial assets are held for trading purposes), 

then the financial assets are classified as part of another business model and measured at FVTPL. Factors 

considered by the Credit Union in determining the business model for a group of assets include past 

experience on how the cash flows for these assets were collected, how the asset’s performance is evaluated 

and reported to key management personnel and how risks are assessed. For example, the Credit Union’s 

business model for the mortgage loan book is to hold to collect contractual cash flows. 
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Notes to Financial Statements 
December 31, 2025 

 

(tabular amounts in thousands of dollars) 
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In assessing whether the contractual cash flows are SPPI, the Credit Union considers the contractual terms 

of the instrument. This includes assessing whether the financial asset contains a contractual term that 

could change the timing or amount of contractual cash flows such that it would not meet this condition. In 

making the assessment, the Credit Union considers: 

i) contingent events that would change the amount and timing of cash flows; 

ii) leverage features; 

iii) prepayment and extension terms; 

iv) terms that limit the Credit Union’s claim to cash flows from specified assets; and 

v) features that modify consideration of the time value of money. 

Financial assets with embedded derivatives are considered in their entirety when determining whether 

their cash flows are SPPI. 

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that is, 

instruments that do not contain a contractual obligation to pay and that evidence a residual interest in the 

issuer’s net assets. 

For equity instruments measured at fair value, the Credit Union’s policy is to measure these as FVOCI 

when those investments are not held for trading. When this election is used, fair value gains and losses are 

recognized in OCI and are not subsequently reclassified to net income, including on disposal. Dividends, 

when representing a return on such investments, continue to be recognized in net income as other income 

when the Credit Union’s right to receive payments is established. 

Gains and losses on equity investments at FVTPL are included in investment income in the statement of 

income and comprehensive income. 

The measurement categories of financial assets in accordance with IFRS 9 are as follows: 

Financial asset  Measurement category 
   

Cash   Amortized cost 
Loans to members   Amortized cost 
Excess liquidity deposits   Amortized cost 
Loans to MEDA   Amortized cost 
Derivatives   FVTPL 
Shares in Central 1   FVOCI 
Liquidity reserves   FVOCI 
Oikocredit shares   FVTPL 
Canadian Cooperative Investment Fund   FVOCI 

   

Financial liabilities 

The Credit Union classifies and subsequently measures its financial liabilities at amortized cost or FVTPL. 

Financial liabilities are initially measured at fair value plus, for an item not at FVTPL, transaction costs 

that are directly attributable to its acquisition or issuance. 
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Derecognition 

The Credit Union derecognizes a financial asset when the contractual rights to the cash flows from the 

financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in 

which substantially all of the risks and rewards of ownership of the financial asset are transferred or in 

which the Credit Union neither transfers nor retains substantially all of the risks and rewards of ownership 

and it does not retain control of the financial asset. 

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the 

carrying amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration 

received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or 

loss that had been recognized in OCI for debt instruments classified as FVOCI is recognized in profit or 

loss. 

Any cumulative gain/loss recognized in OCI in respect of equity investment securities designated as FVOCI 

is not recognized in profit or loss on derecognition of such securities. 

In certain transactions, the Credit Union retains the obligation to service the transferred financial asset for 

a fee. An asset or liability is recognized for the servicing contract if the servicing fee is more than adequate 

(asset) or is less than adequate (liability) for performing the servicing. Any remaining interest in 

transferred financial assets that qualify for derecognition by the Credit Union is recognized as a separate 

asset or liability. 

In transactions in which the Credit Union neither retains nor transfers substantially all of the risks and 

rewards of ownership of a financial asset and retains control over the asset, the Credit Union continues to 

recognize the asset to the extent of its continuing involvement, determined by the extent to which it is 

exposed to changes in the value of the transferred asset. 

The Credit Union derecognizes a financial liability when its contractual obligations are discharged or 

cancelled or expire. 

CEBA loans 

The Government of Canada (GoC) launched the Canada Emergency Business Account (CEBA) program to 

provide interest-free loans to qualifying small businesses and not-for-profits to help cover their operating 

costs during a period where their revenues have been temporarily reduced. The Credit Union is an 

administrator of the program. Recent program revisions require that any unpaid CEBA loans as of 

January 18, 2024 will begin to accrue interest, payable monthly by the member. Loans advanced to 

borrowers do not appear on the statement of financial position for the Credit Union as substantially all the 

risks and rewards associated with the loans, including exposure to payment defaults and principal 

forgiveness, are assumed by the GoC. 
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Modification of financial assets 

The Credit Union sometimes modifies the terms of loans measured at amortized cost provided to 

customers due to commercial renegotiations, or for distressed loans, with a view to maximizing recovery. 

Such restructuring activities include extended payment term arrangements, payment holidays and 

payment forgiveness. Restructuring policies and practices are based on indicators or criteria that, in the 

judgment of management, indicate that scheduled repayments will most likely continue. These policies are 

kept under continuous review. Restructuring is most commonly applied to term loans. If a substantial 

modification has occurred, the original loan is derecognized and a new loan is recognized. The difference is 

recognized as a gain or loss through profit and loss. If the loan is not derecognized, a modification gain or 

loss is also recognized if considered substantial. 

The risk of default of such assets after modification is assessed at the reporting date and compared with the 

risk under the original terms at initial recognition when the modification is not substantial and so does not 

result in derecognition of the original asset. The Credit Union monitors the subsequent performance of 

modified assets. 

The Credit Union continues to monitor if there is a subsequent significant increase in credit risk in relation 

to such assets through the use of specific models for modified assets. 

d) Property and equipment 

Property and equipment are stated at cost less accumulated amortization. Amortization is provided on the 

straight-line method over the expected useful lives of the assets as follows: 

Assets  Useful life   
     

Buildings   40 years   
Leasehold improvements   Term of lease   
Furniture and fixtures and computer equipment   3-10 years   

     

Land is not subject to amortization and is carried at cost. 

An item of property and equipment is derecognized on disposal or when no further economic benefits are 

expected from its use. Any gain or loss arising on derecognition of the asset (calculated as the difference 

between the net disposal proceeds and the carrying amount of the asset) is included in the statement of 

income and comprehensive income in the year the asset is derecognized. 

e) Leases 

When the Credit Union enters into lease agreements, it recognizes a right-of-use asset and a lease liability 

at the lease commencement date. The right-of-use asset is initially measured at cost, which comprises the 

initial amount of the lease liability adjusted for any lease payments made at or before the commencement 

date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying 

asset or to restore the underlying asset or the site on which it is located, less any lease incentives received. 
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The right-of-use asset is subsequently depreciated using the straight-line method from the commencement 

date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The 

estimated useful lives of right-of-use assets are determined on the same basis as those of property and 

equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and 

adjusted for certain remeasurements of the lease liability. 

The lease liability is initially measured at the present value of the lease payments that are not paid at the 

commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be 

readily determined, the Credit Union’s incremental borrowing rate. Generally, the Credit Union uses its 

incremental borrowing rate as the discount rate of 0.75% to 5.50%. 

Lease payments included in the measurement of the lease liability comprise the following: 

 fixed payments, including in-substance fixed payments; 

 variable lease payments that depend on an index or a rate, initially measured using the index or rate 

at the commencement date; 

 amounts expected to be payable under a residential value guarantee; and 

 the exercise price under a purchase option that the Credit Union is reasonably certain to exercise, 

lease payments in an optional renewal period if the Credit Union is reasonably certain to exercise an 

extension option and penalties for early termination of a lease unless the Credit Union is reasonably 

certain not to terminate early. 

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when 

there is a change in future lease payments arising from a change in an index or rate, if there is a change in 

the Credit Union’s estimate of the amount expected to be payable under a residential value guarantee, or if 

the Credit Union changes its assessment of whether it will exercise a purchase, extension or termination 

option. 

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying 

amount of the right-of-use asset or is recorded in profit or loss if the carrying amount of the right-of-use 

asset has been reduced to zero. 

The Credit Union presents right-of-use assets in property and equipment and lease liabilities as lease 

liabilities in the statement of financial position. 

The Credit Union has elected not to recognize the right-of-use assets and lease liabilities for short-term 

leases of machinery that have a lease term of 12 months or less and leases of low-value assets, including IT 

equipment. The Credit Union recognizes the lease payments associated with these leases as an expense on 

a straight-line basis over the lease term. 
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f) Impairment of non-financial assets 

Impairment reviews are performed when there are indicators that the recoverable amount of an asset may 

be less than its carrying value. The recoverable amount is determined as the higher of an asset’s fair value 

less cost to sell and value in use. An impairment loss is recognized in the statement of income and 

comprehensive income when there is objective evidence that a loss event has occurred that has impaired 

future cash flows of an asset. In the event that the value of previously impaired assets recovers, the 

previously recognized impairment loss is recovered in the statement of income and comprehensive income 

at that time. 

g) Derivative financial instruments 

Derivative financial instruments are contracts that require or provide the opportunity to exchange cash 

flows or payments at a future date and by which their value changes in response to a change in specified 

rates, prices or indices and do not require an initial net investment or whose initial net investment is 

smaller than would be required for other similar types of contracts. The Credit Union uses derivative 

financial instruments, primarily interest rate swaps, in order to manage interest rate risk exposure. The 

Credit Union’s policy is not to utilize derivative financial instruments for speculative purposes. The Credit 

Union provides index-linked deposits to its members. The embedded options in the index-linked term 

deposit products are separately accounted for at fair value, with changes in fair value recognized in profit 

or loss. 

Derivative financial instruments are carried at fair value and are reported in the statement of financial 

position as derivative financial instrument assets, where they have a positive fair value, and as derivative 

financial instrument liabilities, where they have a negative fair value. Changes in the fair value of the 

derivative instruments are recognized in the statement of income and comprehensive income as net 

unrealized gain on derivative financial instruments. The Credit Union does not apply hedge accounting on 

its derivative portfolio. 

h) Member entitlements 

Member shares, profit shares and investment shares have certain characteristics that are outlined in 

note 12 that require them to be classified as liabilities on the statement of financial position. Accordingly, 

any dividends authorized on these shares are recorded as interest expense. 

i) Foreign currency 

Assets and liabilities denominated in foreign currency are translated into Canadian dollars at exchange 

rates in effect at the statement of financial position date. Revenue and expenses are translated at rates in 

effect at the time of the transactions. Foreign exchange gains and losses are included in other revenue in 

the statement of income and comprehensive income. 
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j) Income taxes 

The Credit Union uses the asset and liability method of accounting for income taxes. Under this method, 

deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences 

between the financial statement carrying amounts of existing assets and liabilities and their respective tax 

bases. Deferred tax assets and liabilities are measured using enacted or substantively enacted tax rates 

expected to apply to taxable income in the years in which those temporary differences are expected to be 

recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in 

income in the period that includes the date of enactment or substantive enactment. 

Deferred income tax assets are recognized to the extent that realization is considered more likely than not. 

k) Employee benefit plan 

The Credit Union accrues its obligations under the post-retirement benefit plan and the related costs and 

has the following policy: 

 the cost of the benefits earned by employees is actuarially determined using the projected benefit 

method pro-rated on service and management’s best estimate of expected future costs, discount rate 

and retirement ages of employees. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are 

recorded in OCI with an immediate allocation to retained earnings. Past-service costs are recognized 

immediately in income. 

New standards and interpretations not yet adopted 

All pronouncements will be adopted in the Credit Union’s accounting policies after the effective date of the 

pronouncement. Information on new standards, amendments and interpretations that are expected to be 

relevant to the Credit Union’s financial statements is provided below. Certain other new standards, 

amendments and interpretations to existing standards were not relevant nor would they significantly impact 

the Credit Union’s net earnings or financial position. 

IFRS 18, Presentation and Disclosure in Financial Statements (IFRS 18) 

Effective for the annual financial statements relating to fiscal years beginning on or after January 1, 2027, the 

IASB issued a new standard replacing IAS 1, Presentation of Financial Statements (IAS 1). Although the new 

standard carries forward many requirements from IAS 1 unchanged, IFRS 18 introduces three sets of new 

requirements to improve companies’ reporting of financial performance and give investors a better basis for 

analyzing and comparing companies. Management is currently assessing the impact that these amendments 

will have on the financial statements. 
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IFRS 9 and IFRS 7, Financial Instruments – Disclosure (IFRS 7) – Amendments to the 

Classification and Measurement of Financial Instruments 

Effective for annual periods beginning on or after January 1, 2026, the IASB issued amendments related to 

IFRS 9 and IFRS 7. These amendments include clarity on the dates of recognition and derecognition of some 

financial assets and liabilities, guidance on assessing financial assets definitions for SPPI and new disclosures 

around contractual terms and equity instruments designated at FVOCI. Management is currently assessing the 

impact that these amendments will have on the financial statements. 

4 Critical accounting estimates and judgments 

The Credit Union makes estimates and assumptions about the future that affect the reported amounts of assets 

and liabilities. Estimates and judgments are continually evaluated based on historical experience and other 

factors, including expectations of future events that are believed to be reasonable under the circumstances. In 

the future, actual experience may differ from these estimates and assumptions. 

The effect of a change in an accounting estimate is recognized prospectively by including it in the statement of 

income and comprehensive income in the year of the change, if the change affects that year only, or in the year 

of the change and future years, if the change affects both. 

The estimates, assumptions and judgments that have a significant risk of causing material adjustment to the 

carrying amounts of assets and liabilities within the next financial year are discussed below. 

a) Fair value of financial instruments 

The Credit Union determines the fair value of financial instruments that are not quoted in an active market 

using valuation techniques. Those techniques are significantly affected by the assumptions used, including 

discount rates, fair value multipliers and estimates of future cash flows. In that regard, the derived fair 

value estimates cannot always be substantiated by comparison with independent markets and, in many 

cases, may not be capable of being realized immediately. 

The methods and assumptions applied, and the valuation techniques used, for financial instruments that 

are not quoted in an active market are disclosed in note 21. 

b) Allowance for ECL 

The measurement of the allowance for ECL for financial assets measured at amortized cost and FVOCI is 

an area that requires the use of complex models and significant assumptions about future economic 

conditions and credit behaviour (e.g., the likelihood of customers defaulting and the resulting losses). 

A number of significant judgments are also required in applying the accounting requirements for 

measuring ECLs, such as: 

 determining the criteria for identifying a significant increase in credit risk; 
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 establishing the number and relative weightings of forward-looking scenarios for each type of product 

and the associated ECL; 

 establishing groups of similar financial assets for the purposes of measuring ECLs; and 

 determining the appropriate use and application of any model overlays for PD, EAD, and LGD with 

associated volatility and sensitivity rates to align with historical rates. 

The judgments, inputs, methodology and assumptions used for estimating the ECL allowance are reviewed 

regularly to reduce any differences between loss estimates and actual loss experience. This includes a 

comparison of model assumptions used and changes to those assumptions relative to changes in the 

underlying credit risk of the loan portfolio. 

The methods and assumptions applied and the valuation techniques used are disclosed in notes 6 and 22. 

Due to ongoing economic changes, there is estimation uncertainty with respect to the recoverability of 

loans to members and the measurement of ECLs. Certain of the inputs and assumptions related to the 

model are impacted by this uncertainty. 

5 Investments 

  
2025 

$  
2024 

$ 
     

Shares in Central 1 (a)  2,685  2,634 
     
Excess liquidity deposits (c)  25,118  109,267 
Oikocredit shares (d)  250  250 
Loans to MEDA (e)  600  600 
Canadian Cooperative Investment Fund (f)  73  73 
     
  28,726  112,824 
     
Liquidity reserves (b)  143,606  136,286 
     
  172,332  249,110 
     

a) Shares in Central 1 

As a condition of maintaining membership in Central 1, the Credit Union is required to hold an investment 

in Central 1 shares as determined by the Central 1 Board of Directors from time to time. These shares are 

held by the Credit Union principally for the benefits of membership with Central 1, including realization of 

savings through cost sharing and other operational synergies, as well as access to a variety of products and 

services, and not for the purpose of selling in the near term. Accordingly, the shares have been designated 

as FVOCI. 
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Central 1 Class A shares are subject to an annual rebalancing mechanism based on credit union asset 

growth and are issued and redeemable at par value. There is no separately quoted market value for these 

shares; however, fair value is determined to be equivalent to the par value due to the fact that transactions 

occur at par value on a regular and recurring basis. The Credit Union’s holding of Central 1 Class A shares 

had a net increase from $547,524 to $598,615 during 2025 as a result of capital calls. 

Central 1 Class E shares were issued with a par value of $0.01 per share; however, they are redeemable at 

$1 per share. There is no separately quoted market value for these shares, the shares are not subject to 

rebalancing and new members are not required to subscribe to this class of shares. There has not been a 

sufficient volume of redemptions of Class E shares nor has a communication plan been released by 

Central 1 to redeem these shares that could be used to reliably estimate a fair value for the Class E shares. 

As such, the Credit Union has measured these shares at a par value of $2,086,100 (2024 – $2,086,100). 

b) Liquidity reserves 

The Credit Union is required to maintain liquidity reserves with Central 1 equal to 6.00% of the Credit 

Union’s total assets. The amount of the required liquidity reserve is determined monthly based on the 

amount of total assets in the previous month’s financial statements. The instruments bear interest at fixed 

and variable rates, which averaged approximately 3.36% (2024 – 3.65%) at year-end. These are measured 

at FVOCI, on the basis by which the business model is achieved, by both collecting contractual cash flows 

and selling financial assets. 

c) Excess liquidity deposits 

The Credit Union has invested excess funds in term deposits, GICs and short-term funds with Central 1 

and Manulife. These excess liquidity deposits are measured at amortized cost. 

d) Oikocredit shares 

Oikocredit, Ecumenical Development Cooperative Society U.A. (Oikocredit) provides financial services and 

supports organizations internationally to improve the quality of life of low-income people and 

communities. Oikocredit mobilizes the capital needed to carry out its mission by issuing shares to its 

member organizations. 

As at December 31, 2025, the Credit Union’s holdings of these shares were $250,200 (2024 – $250,200). 

Oikocredit shares are classified as FVTPL. Par value has been determined by management to be 

representative of fair value due to the fact that share issue and redemption transactions occur at par value 

on a regular and recurring basis. 

e) Loans to MEDA 

MEDA is an international economic development organization whose mission is to create business 

solutions to poverty. The Credit Union supports this work through the provision of fixed-term promissory 

notes to the organization, which are classified and measured at amortized cost. 
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f) Canadian Cooperative Investment Fund (CCIF) 

Supported by selected cooperative organizations across Canada, the CCIF is designed to address a gap in 

the cooperative sector’s access to financing. The fund invests in the cooperative sector in the form of loans, 

equity and quasi-equity investments. The Credit Union has a maximum $150,000 commitment to the fund 

to be invested over the next several years. CCIF shares are classified as FVOCI. 

6 Loans to members 

a) The Credit Union’s loan portfolio and related allowance for ECL 

An analysis of the Credit Union’s loan portfolio and related allowance for ECL is as follows: 

  December 31, 2025 
           

  
Gross 

amount  
ECL 

allowance  
Carrying 
amount 

  $  
Stage 1 

$  
Stage 2 

$  
Stage 3 

$  $ 
           

Residential  712,540 (386) (70) - 712,084 
Personal  9,022 (109) (40) (5) 8,868 
Agricultural  1,052,161 (598) (545) (2,863) 1,048,155 
Commercial  372,148 (274) (518) (630) 370,726 

       
  2,145,871 (1,367) (1,173) (3,498) 2,139,833 

 

  December 31, 2024 
           

  
Gross 

amount  
ECL 

allowance  
Carrying 
amount 

  $  
Stage 1 

$  
Stage 2 

$  
Stage 3 

$  $ 
           

Residential  668,414 (293) (109) (110) 667,902 
Personal  8,611 (85) (26) (30) 8,470 
Agricultural  954,526 (711) (106) (1,611) 952,098 
Commercial  343,414 (276) (73) (1,717) 341,348 

       
  1,974,965 (1,365) (314) (3,468) 1,969,818 

       

The Credit Union has an agreement in place to sell loans to Farm Credit Canada (FCC). The Credit Union 

continues to service all of these loans as an agent for FCC. Cumulatively, the balance of loans that continue 

to be serviced by the Credit Union on behalf of FCC is approximately $13,525,708 (2024 – $24,569,906) 

The fair value of these loans is equal to the carrying value. 

During the year, the Credit Union sold $nil (2024 – $nil) of agricultural loans to FCC. 
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b) Allowance for ECL 

The following table shows the reconciliation from the opening to the closing balance of the ECL allowance 

by class of loans to members: 

  
Stage 1 

$  
Stage 2 

$  
Stage 3 

$  
Total 

$ 
         

Residential         
Opening balance – 

December 31, 2024  (293)  (109)  (110)  (512) 
Movement  (93)  39  110  56 
Writeoffs  -  -  -  - 

         
Ending balance –  

December 31, 2025  (386)  (70)  -  (456) 
         

Personal         
Opening balance – 

December 31, 2024  (85)  (26)  (30)  (141) 
Movement  (24)  (14)  (34)  (72) 
Writeoffs  -  -  59  59 

         
Ending balance –  

December 31, 2025  (109)  (40)  (5)  (154) 
         

Agricultural         
Opening balance –  

December 31, 2024  (711)  (106)  (1,611)  (2,428) 
Movement  113  (439)  (1,252)  (1,578) 
Writeoffs  -  -  -  - 

         
Ending balance –  

December 31, 2025  (598)  (545)  (2,863)  (4,006) 
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Stage 1 

$  
Stage 2 

$  
Stage 3 

$  
Total 

$ 
         

Commercial      
Opening balance –  

December 31, 2024  (276) (73) (1,717) (2,066) 
Movement  2 (445) 519 76 
Writeoffs  - - 568 568 

      
Ending balance –  

December 31, 2025  (274) (518) (630) (1,422) 
      

Total      
Opening balance –  

December 31, 2024  (1,365) (314) (3,468) (5,147) 
Movement  (2) (859) (657) (1,518) 
Writeoffs  - - 627 627 

      
Ending balance –  

December 31, 2025  (1,367) (1,173) (3,498) (6,038) 
      

The Credit Union is holding security against the Stage 3 loans in the estimated amounts of $nil (2024 – 

$2,348,003) for personal loans, $639,960 (2024 – $5,578,236) for residential mortgages, $21,916,633 

(2024 – $49,766,210) for agricultural loans and $1,654,000 (2024 – $54,588,444) for commercial loans.  

The Credit Union is holding security in the form of member deposits in the estimated amount of 

$14,788,910 (2024 – $15,307,760) as security for loans to members. 

The Credit Union may write off financial assets that are still subject to enforcement activity. The 

outstanding contractual amount of such assets written off during the year ended December 31, 2025 was 

$625,546 (2024 – $27,974). The Credit Union still seeks to recover amounts it is legally owed in full, but 

which have been written off due to no reasonable expectation of full recovery. Further information on 

credit impairment can be found in note 22. 

c) Allowance for ECL 

The measurement of ECL is a complex calculation containing a series of inputs and variables interacting to 

arrive at an overall Loan Loss Provision amount. The key inputs in the calculation include changes in 

forward-looking economic indicators such as unemployment rates, real estate sale and value data, 

projections for GSP, changes to household debt levels and government bond issuance activity. 

Changes to any of these input characteristics as well as variations in the underlying credit quality of the 

borrowing entity can contribute to fluctuations in ECL determination. 

The Credit Union recognizes allowance for loan losses and calculates an ECL for each class of member 

loans on a monthly basis and records movements in provision for each of stage 1, 2, and 3 loans. 
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Stage  Stage 1 – Not credit 

impaired, with no significant 

increase in credit risk  

Stage 2 – Not credit 

impaired, with significant 

increase in credit risk 

 Stage 3 – Impaired credit 

ECL approach  Provisions are based on 12-

month expected losses  

Provisions are based on 

lifetime expected losses 

Provisions are based on lifetime 

expected losses 

Characteristics of credit 

movement between stages 

 All loans are categorized as 

stage 1 upon initial 

recognition. 

A commercial or agricultural 

loan may migrate back to 

stage 1 if the conditions of 

significant increase in credit 

risk or impairment have been 

cured, including re-

evaluation of credit score at 

annual review. 

A residential mortgage or 

personal loan may migrate 

back to stage 1 after a 

pattern of consistent 

repayment has been 

established, and/or sufficient 

collateral has been 

restructured and all previous 

signs of increased credit risk 

have been mitigated. 

 For commercial and 

agricultural loans, a 

significant increase in credit 

risk can occur due to a 

number of factors including 

deteriorating cash flow, 

uncertain security values, 

and/or negative 

developments with respect to 

the conduct of the borrower 

themselves. These accounts 

would reflect a downgrade in 

the Credit Union scoring 

mechanism and be placed 

on the watchlist. Only 

accounts that, 

notwithstanding the above 

characteristics, are not 

considered impaired remain 

at stage 2. 

For residential mortgages 

and personal loans, 

movement to stage 2 occurs 

when evidence of financial 

difficulty exists, payment is 

30 days in arrears, there has 

been a significant drop in 

credit score, and/or security 

values are uncertain. 

Loans will move back to 

stage 1 categorization when 

credit risk has been 

significantly reduced. 

 Loans are considered impaired 

when some or all of the following 

conditions are present: 

 A breach of 

covenant/contract including 

the maintenance of 

appropriate security has 

occurred that jeopardizes 

the collection prospects for 

the loan. 

 When payment arrears 

reach 90 days. 

 When it becomes probable 

that the borrower will enter 

bankruptcy or financial 

reorganization. 

 Conditions for the 

restructuring of the loan by 

the credit union are not 

deemed acceptable. 

Loans move back to stage 1 if no 

longer deemed impaired and 

significant increase in credit risk 

no longer exists, or to stage 2 if 

no longer impaired but significant 

increase in credit risk remains. 
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The primary migration of loan accounts in 2025 was from Stage 3 to Stage 2 as an increase in credit risk 

remained related to some borrowers but the loans were no longer impaired (i.e., negative credit attributes 

continued while arrears reduced and significant covenant breaches were restored). Although borrowing 

interest rates dropped in 2025, general economic uncertainty with respect to the future path of interest 

rates and trade dispute outcomes remain factors in the overall performance of the commercial and 

agricultural portfolios. 

The key inputs into the measurement of ECLs are the following variables: 

 probability of default; 

 loss given default; and 

 exposure at default. 

ECL for exposures in Stage 1 is calculated by multiplying the 12-month probability of default by the loss 

given default and exposure at default. Lifetime ECL is calculated by multiplying the lifetime probability of 

default by the loss given default and exposure at default. 

The methodology of estimating the PD is discussed above in note 3. 

LGD is the magnitude of the likely loss if there is a default. LGD parameters are estimated based on the 

history of recovery rates of claims against defaulted counterparties. The LGD models consider the 

structure, collateral, seniority of the claim, counterparty industry and recovery costs of any collateral that 

is integral to the financial asset. For loans secured by retail property, loan-to-value ratios are a key 

parameter in determining LGD. LGD estimates are recalibrated for different economic scenarios as 

described in note 22 and, for real estate lending, to reflect possible changes in property prices. They are 

calculated on a discounted cash flow basis using the effective interest rate as the discounting factor. 

EAD represents the expected exposure in the event of default. EAD is calculated for loans with regular 

instalments (payments) by using the loan’s amortization schedule to estimate the outstanding loan amount 

remaining in future years. This is done by using the current outstanding balance (principal and interest) 

and deducting from it future payments, producing a list of outstanding balances that decrease over time. 

d) Loan portfolio by maturity date 

The following table analyzes the Credit Union’s loan portfolio by maturity date. 

  

Variable 
rates 

$  

Fixed rates 
less than 

1 year 
$  

Fixed rates 
1-5 years 

$  

2025 
Total 

$  

2024 
Total 

$ 
           

Total loans  384,946  608,802  1,152,124  2,145,872  1,974,965 
           

Average effective yield  5.30%  4.34%  5.03%  4.88%  5.19% 
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e) Impaired loans 

The following table identifies the portion of the Credit Union’s loan portfolio that is past due but not 

considered Stage 3 as at December 31, 2025. For each loan type, the aging category, the carrying value of 

the loan and the value of the security held have been presented. There were no commercial loans that were 

past due but not considered Stage 3. 

 
Past due 

  

Carrying 
amount 

$  
Security held 

$ 
       

Residential   30-60 days  2,066  2,954 
   60-90 days  -  - 
   90-120 days  -  - 
   120+ days  -  - 
       

Personal   30-60 days  2  - 
   60-90 days  30  38 
   90-120 days  -  - 
   120+ days  -  - 
       

Agricultural   30-60 days  74  74 
   60-90 days  375  375 
   90-120 days  -  - 
   120+ days  -  - 
       

Commercial   30-60 days  -  - 
   60-90 days  -  - 
   90-120 days  -  - 
   120+ days  -  - 
       
    2,547  3,441 
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7 Property and equipment 

The movements in property and equipment were as follows: 

  

Right- 
of-use 
assets 

$  
Land 

$  
Buildings 

$  

Leasehold 
improvements 

$  
Computers 

$  

Furniture 
and 

fixtures 
$  

Total 
$ 

               
Cost               
Balance on  

December 31, 2023  15,934  777  2,448  2,498  2,491  3,076  27,224 
Additions  1,138  -  -  111  563  202  2,014 
Disposals  -  -  -  348  241  60  649 

               
Balance on  

December 31, 2024  17,072  777  2,448  2,261  2,813  3,218  28,589 
Additions  105  -  2  387  413  831  1,738 
Disposals  -  -  -  1  321  169  491 

               
Balance on 

December 31, 2025  17,177  777  2,450  2,647  2,905  3,880  29,836 
               

Accumulated 
amortization               

Balance on 
December 31, 2023  3,766  -  1,109  1,847  1,367  1,736  9,825 

Amortization  861  -  122  139  752  293  2,167 
Disposals  -  -  -  348  241  60  649 

               
Balance on 

December 31, 2024  4,627  -  1,231  1,638  1,878  1,969  11,343 
Amortization  932  -  123  133  628  334  2,150 
Disposals  -  -  -  1  321  169  491 

               
Balance on 

December 31, 2025  5,559  -  1,354  1,770  2,185  2,134  13,002 
               

Net book value               
December 31, 2024  12,445  777  1,217  623  935  1,249  17,246 
December 31, 2025  11,618  777  1,096  877  720  1,746  16,834 

               

Amortization expense of $2,150,000 (2024 – $2,167,000) is included in occupancy expense in the statement of 

income and comprehensive income. 

The right-of-use assets consist entirely of leases for premises. 
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8 Members’ deposits 

The following table provides a breakdown and analysis of the Credit Union’s member deposit portfolio by 

maturity date: 

  

Variable 
rates 

$  

Fixed 
rates 

less than 
1 year 

$  

Fixed 
rates 

1-5 years 
$  

2025 
Total 

$  

2024 
Total 

$ 
           

Chequing and savings accounts  798,076  -  -  798,076  738,983 
GICs  -  491,532  284,303  775,835  784,661 
RRSP and other registered 

plans  8,250  39,941  79,226  127,417  129,094 
RRIF  2,642  31,376  65,070  99,088  91,270 
TFSAs  22,154  98,128  94,580  214,862  192,580 

           
Total   831,122  660,977  523,179  2,015,278  1,936,588 

           
Average effective interest rates  0.47%  3.29% 3.91% 2.29% 3.08% 

           

Average effective interest rates are based on book values of deposits and contractual interest rates. All types of 

member deposits are financial liabilities and are carried at amortized cost using the effective interest method. 

Concentra Trust Company of Canada acts as trustee in connection with Registered Plans. 

9 Demand loan 

The Credit Union has access to a line of credit facility totalling $2,500,000 and US$250,000 at Central 1. These 

facilities are included in demand loan facilities totalling $58,610,000 (2024 – $58,610,000), with interest rates 

to be agreed on when amounts are drawn. The facilities are secured by an assignment of loans to members and 

a general security agreement covering all assets of the Credit Union. As at year-end, the Credit Union had 

drawn $nil under its line of credit facility (2024 – $nil) and had borrowings of $nil under the demand loan 

facility (2024 – $nil). 

The Credit Union also has access to a standby letter of credit line of $800,000 (2024 – $800,000), of which 

$471,662 (2024 – $323,327) was utilized at year-end and a financial guarantee line of $20,000,000, of which 

$nil (2024 – $nil) was utilized at year-end. 

In the ordinary course of business, the Credit Union is temporarily allowed to exceed the maximum line of 

credit facility due to the timing of clearing outstanding deposits and cheques. 
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10 Lease liabilities 

The Credit Union has various leases that are included in property and equipment. 

  Minimum lease payments  
Present value of 

minimum lease payments 
         

  
2025 

$  
2024 

$  
2025 

$  
2024 

$ 
         

Not later than 1 year  1,265  1,233  700  632 
Later than 1 year and not later than 5 years  6,301  6,333  3,864  3,717 
Later than 5 years  12,404  13,642  9,078  9,882 
         
  19,970  21,208  13,642  14,231 
Less: Future finance charges  6,328  6,977  -  - 
        
Present value of minimum lease payments  13,642  14,231  13,642  14,231 
        

11 Post-retirement employee future benefits 

The Credit Union sponsors a post-retirement benefit plan providing health, dental and life insurance coverage 

to eligible employees. The Credit Union’s post-retirement benefit plan is administered by Canada Life 

Assurance Company. 

Actuarial valuations of the plan are made based on market-related discount rates. The following table presents 

information related to the Credit Union’s benefit plan as at December 31, including the amounts recorded in 

accounts payable and accrued charges on the statement of financial position and the components of the net 

benefit plan expense: 

a) Accrued benefit obligation 

  
2025 

$  
2024 

$ 
     

Balance – Beginning of year  3,397  2,716 
Current service cost  94  70 
Interest cost  152  154 
Benefits paid  (115)  (97) 

Remeasurements     
Loss from change in assumptions  -  554 

     
Balance – End of year, included in accounts payable and 

accrued charges  3,528  3,397 
     

There are no separate plan assets. 
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The Credit Union’s benefit plan expenses, included in personnel expenses in the statement of income and 

comprehensive income, were as follows: 

  
2025 

$  
2024 

$ 
     

Current service cost  94  70 
Interest cost  152  154 

     
Net benefit plan expense  246  224 

     

Through its post-employment medical plan, the Credit Union is exposed to a number of risks, the most 

significant of which are detailed below: 

 changes in bond yields – a decrease in corporate bond yields will increase plan liabilities; and 

 trend rates – an increase in expected health care and dental care costs will increase plan liabilities. 

The assumptions used in the measurement of the accrued benefit obligation are as follows: 

i) the discount rate was established at 4.50% (2024 – 4.50%). The rate of increase in expected health 

care rates is presumed to be 6.50% and this rate will reduce linearly to 5.00% after six years. Dental 

care costs are presumed to increase 5.00% per year. 

b) Sensitivity of assumptions 

  
2025 

$  
2024 

$ 
     

Liability change resulting from     
1% increase in trend rate  381  379 
1% decrease in trend rate  (304)  (303) 
1-year increase in retirement age  (53)  (53) 
1% increase in discount rate  (437)  (435) 
1% decrease in discount rate  553  550 

     

Each sensitivity analysis above is based on changing one assumption while holding all other assumptions 

constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. 

When calculating the sensitivity of the defined benefit obligation to variations in significant actuarial 

assumptions, the same method (present value of the defined benefit obligation calculated with the 

projected benefit method at the end of the reporting period) has been applied as for calculating the liability 

recognized in the statement of financial position. 

The most recent actuarial valuation was prepared as at December 31, 2023. The average remaining service 

period of the active employees covered by the benefit plan is 7.0 years. 

The weighted average duration of the defined benefit obligation is 14.5 years. 
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12 Liabilities and equity qualifying as regulatory capital 

  
2025 

$  
2024 

$ 
     

Investment shares – 107,395,854 (2024 – 103,968,870)  107,396  103,969 
     
Profit shares – 21,953,608 (2024 – 21,290,767)  21,954  21,291 
Provision for the issuance of profit shares –1,725,000 (2024 – 

1,325,000)  1,725  1,325 
Member shares – 133,591 (2024 – 128,884)  668  644 

     
  24,347  23,260 
     

a) Investment shares 

An unlimited number of non-voting, non-cumulative Class B special shares have been authorized with a 

stated value of $1 per share. The holder of investment shares may request redemption five years following 

issuance. All redemptions are subject to the discretion of the Board of Directors. These special shares are 

issuable in series and rank ahead of owner shares and member shares. Investment shares form part of 

regulatory capital and have been classified as equity on the basis of their redemption features. During the 

year, the Credit Union issued 3,426,984 in new investment shares for net proceeds of $3,426,983.  

b) Profit shares 

An unlimited number of Class A non-voting, non-cumulative patronage shares have been authorized with a 

stated value of $1 per share. Profit shares, which represent cumulative patronage refunds for existing 

members, form part of regulatory capital. These shares rank ahead of member shares and are payable to 

members on termination of membership, or at the discretion of the Board of Directors. Profit shares form 

part of regulatory capital and have been designated as other liabilities. 

It is the Credit Union’s practice at year-end to accrue a provision for the issuance of profit shares in 

February of the following year. This provision is presented as a liability qualifying as regulatory capital. 

c) Member shares 

An unlimited number of voting, non-cumulative member shares have been authorized with a stated value 

of $5 per share. Member shares are the minimum share deposit requirement for membership and form 

part of regulatory capital. These shares are non-interest bearing and are payable to members on 

termination of membership. Member shares form part of regulatory capital and have been designated as 

other liabilities. 
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Opening balance 
2025 

$  
Issued 

$  
Redeemed 

$  

Closing balance 
2025 

$ 
         

Investment shares  103,969  3,927  (500)  107,396 
Profit shares  22,616  1,725  (662)  23,679 
Member shares  644  57  (33)  668 

 

  

Opening balance 
2024 

$  
Issued 

$  
Redeemed 

$  

Closing balance 
2024 

$ 
         

Investment shares  99,496  4,473  -  103,969 
Profit shares  21,832  1,325  (541)  22,616 
Member shares  621  56  (33)  644 
         

13 Capital and liquidity management 

The Act requires credit unions to maintain minimum levels of liquidity and regulatory capital. Liquidity is 

measured as cash resources and liquidity term deposits, expressed as a percentage of the total of members’ 

deposits and demand loan. Beginning from fiscal year ended December 31, 2021, the Act required credit unions 

to maintain regulatory capital not less than 3% of total assets, and not less than 8% of risk-weighted assets. 

Regulatory capital, comprised of Tier 1 and Tier 2 capital, includes investment shares, profit shares, member 

shares, retained earnings and accumulated other comprehensive income, adjusted for certain items under the 

Regulations to the Act. In accordance with the Act, no payments shall be made from regulatory capital that 

would cause regulatory capital to fall below regulatory requirements. The Credit Union’s capital management 

objective is to maintain sufficient capital to protect the Credit Union and ensure viability. The Financial 

Services Regulatory Authority of Ontario (FSRA) rules require further capital ratios be calculated, which 

include a 2.50% capital conservation buffer. The Credit Union has established an internal policy to maintain 

compliance that includes Board limits that are higher with respect to regulatory capital outlined as follows: 

 
Board target 

%  

Regulatory 
limit 

% 
     

Capital ratio     
Consolidated Tier 1 Capital Ratio*   10.00   6.50/*9.00 
Consolidated Retained Earnings to Risk-Weighted Capital Ratio   4.50   3.00 
Consolidated Total Capital Ratio   11.50   8.00/*10.50 
Consolidated Leverage Ratio   6.50   3.00 

     

*  Inclusive of 2.50% FSRA Capital Buffer Amount 
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As at December 31, 2025, the Credit Union maintained compliance with minimum statutory requirements for 

regulatory capital: 

  
2025 

$  
2024 

$ 
     

Tier 1 capital     
Membership shares  668  644 
Non-redeemable portion of Tier 1 investment capital  101,493  98,228 
Retained earnings  92,362  82,633 
Non-redeemable portion of patronage shares  14,606  14,194 
Accumulated other comprehensive income  1,250  1,030 

     
Net Tier 1 Capital  210,379  196,729 

     
Tier 2 capital     
Redeemable portion of profit shares  1,623  1,577 
Redeemable portion of investment shares  12,608  11,901 
Stage 1 and 2 ECL  2,540  1,679 
     
Total Tier 2 Capital  16,771  15,157 

     
Total regulatory capital  227,150  211,886 

     
Tier 1 capital ratio   13.85%   13.96% 
Total capital ratio   14.95%   15.03% 
Leverage ratio   9.49%   9.25% 
Liquidity   10.28%   14.31% 
     

14 Required disclosures under the Act and related party transactions 

a) Outstanding loans to key management personnel, their spouses, dependants, children and related 

corporations amounted to $3,081,588 (2024 – $3,700,095). None of these loans are considered impaired.  

Outstanding deposits from key management personnel, their spouses, dependants, children and related 

corporations amounted to $83,326,727 (2024 – $80,651,563). 

b) Remuneration paid to directors of the Credit Union is $239,211 (2024 – $325,759). Other expenses of the 

Board amounted to $6,363 (2024 – $8,412).  

c) The Act requires credit unions to disclose remuneration paid during the year to employees whose total 

remuneration exceeds $175,000. If there are more than five employees in this category, the five employees 

with the highest total remuneration for the year are disclosed. The table below provides this information 

for the current year. 
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Name 
 

Position 
 

Salary 
$  

Benefits 
$  

Bonus 
$  

Total 
$ 

           
Jason Daly   Chief Executive Officer  385  40  113  538 
           
John Klassen  Chief, Finance and Compliance  274  31  78  383 
           
Nolan Andres   Chief, Technology and Innovation  255  29  75  359 
           
Rebecca Smith   Chief People and Culture Officer  215  16  52  283 
           
Sandra Yutzy   Vice-president, Credit Risk  196  15  44  255 
           

d) Compensation of key management personnel 

Key management personnel of the Credit Union include all directors, officers and key management. The 

summary of compensation for key management personnel is as follows: 

  
2025 

$  
2024 

$ 
     

Salaries and other short-term employee benefits  2,128  1,937 
Other long-term benefits  170  196 
Bonus  449  242 

     
  2,747  2,375 
     

15 Patronage refund 

The patronage refund is authorized by the Board of Directors and is allocated to members in two ways. Firstly, 

members were allocated a dividend of 2.82% (2024 – 3.31%) on their December 31, 2025 profit shares. 

Secondly, members received an allocation based on the volume of business conducted with the Credit Union 

during the year. The patronage refund is classified as part of interest expense in the statement of income and 

comprehensive income as outlined in note 12(b). 
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16 Income taxes 

a) Income tax expense is calculated as follows: 

  
2025 

$  
2024 

$ 
     
Income before income taxes  16,356  13,434 
Combined Canadian federal and provincial income tax rate 

applicable to the Credit Union  18.2%   18.2% 
     

Income tax provision based on combined federal and 
provincial income tax rate   2,977  2,445 

Differences from statutory rate     
Investment share dividend  (808)  (907) 
Other  21  (428) 
     

  2,190  1,110 
     
Provision for (recovery of) income taxes     

Current  2,500  1,480 
Deferred  (310)  (370) 

     
  2,190  1,110 
     

b) Deferred income taxes resulted from the following: 

 
2025 

$  
2024 

$ 
     

Deferred tax asset (liability) arising from the following     
Property and equipment and leases  388  264 
Allowance for impaired loans  526  369 
Post-retirement employee future benefit plan  642  618 
Liquidity reserve  (277)  (233) 

     
  1,279  1,018 
     

Deferred tax asset     
To be recovered after more than 12 months  753  649 
To be recovered within 12 months  526  369 

     
  1,279  1,018 
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Opening 
balance – 

December 31, 
2024 

$  

Recognized in 
statement of 
income and 

comprehensive 
income 

$  

Recognized 
in other 

comprehensive 
income (loss) 

$  

Closing 
balance – 

December 31, 
2025 

$ 
         

Deferred tax asset         
Property and 

equipment and 
leases  264  124  -  388 

Allowance for impaired 
loans  369  157  -  526 

Post-retirement 
employee future 
benefit plan  618  24  -  642 

Liquidity reserve  (233)  -  (44)  (277) 
Other  -  -  -  - 

         
Net deferred tax asset  1,018  305  (44)  1,279 

 

  

Opening 
balance – 

December 31, 
2023 

$  

Recognized in 
statement of 
income and  

comprehensive 
income 

$  

Recognized 
in other 

comprehensive 
income (loss) 

$  

Closing 
balance – 

December 31, 
2024 

$ 
         

Deferred tax asset         
Property and 

equipment and 
leases  101  163  -  264 

Allowance for impaired 
loans  183  186  -  369 

Post-retirement 
employee future 
benefit plan  494  124  -  618 

Liquidity reserve  63  -  (296)  (233) 
Other  2  (2)  -  - 

         
Net deferred tax asset  843  471  (296)  1,018 
         

c) Tax amounts related to other comprehensive income (loss) are as follows: 

      2025 
       

  
Gross 

$  
Taxes 

$  
Net of taxes 

$ 
       

Net tax expense (recovery) on 
investments designated as FVOCI  269  (49)  220 
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      2024 
       

  
Gross 

$  
Taxes 

$  
Net of taxes 

$ 
       

Net tax expense (recovery) on 
investments designated as FVOCI   1,624  (296)  1,328 

       

17 Commitments and contingencies 

The Credit Union has made commitments to members for loans of approximately $78,676,771 (2024 – 

$62,242,753), which have not been disbursed by December 31, 2025. In addition, unutilized portions of lines of 

credit extended to members as at December 31, 2025 amounted to approximately $357,029,210 (2024 – 

$349,209,614). 

18 Pension plan 

The Credit Union has a defined contribution pension plan for qualifying employees. The Credit Union matches 

employee contributions up to 5% of the employee’s salary (7% for staff hired pre-January 1, 2017). The expenses 

and payments for the year ended December 31, 2025 were $130,500 (2024 – $127,285). The Credit Union has 

no further liability or obligation for future contributions to fund future benefits to plan members. 

19 Derivative financial instruments 

a) Index-linked purchase option agreements 

Included in GICs, RRSPs and tax-free savings accounts is a total of $8,147,085 (2024 – $3,203,814) of 

index-linked deposits. The index-linked deposits are for a three or five-year period, with the return based 

on the performance of various stock market indices. 

The Credit Union has entered into purchase option agreements with Central 1 for a notional amount of 

$245,350 (2024 – $320,521) and with Desjardin Investments Inc. of $7,901,752 (2024 – $3,203,820) to 

offset the exposure to the various indices associated with these products, whereby the Credit Union pays 

Central 1 and Desjardin Investments Inc. a fixed amount of interest at the start of the contract based on the 

face value of the index-linked deposits sold. At the end of the three or five-year term, Central 1 and 

Desjardin Investments Inc. pays to the Credit Union an amount equal to the amount that will be paid to 

the depositor based on the performance of the particular indices. 

The purpose of these purchase option agreements is to provide an economic hedge against market 

fluctuations. These agreements have fair values that vary based on changes in various indices. The fair 

value of these purchase option agreements included in other receivables amounted to $789,976 as at 

December 31, 2025 (2024 – $102,735). The fair value of the options embedded in the index-linked 

deposits included in members’ deposits amounted to $789,976 as at December 31, 2025 (2024 – 

$102,375). The gain or loss recognized as a result of these options is $nil(2024 – $nil). 
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b) Interest rate swaps 

The Credit Union enters into interest rate swap agreements in order to provide an economic hedge against 

exposure to interest rate fluctuations. As at December 31, 2025, the Credit Union was party to four interest 

rate swap agreements. The agreements in aggregate represent a notional principal amount of 

$125,000,000 (2024 – $75,000,000), which is used as the basis for determining payments under the 

contracts and is not actually exchanged between the Credit Union and Central 1, its counterparty. 

Under the term of the agreements, the Credit Union has contracted with the counterparty to pay interest at 

a variable rate to be re-priced daily, monthly or quarterly, while receiving interest at a fixed rate on the 

notional principal amount. 

These derivative instruments are recorded in the statement of financial position at fair value. Interest rate 

swaps have a fair value that varies based on the particular contract, considering such factors as the 

notional value, the term to maturity and change in interest rates. As at December 31, 2025, the fair value of 

these agreements was an asset of $79,583 (2024 – $237,424). Included as components of loss on 

derivative financial instruments in the statement of income and comprehensive income is (gain) loss on 

derivative financial instruments of net interest revenue of $(309,040) (2024 – net interest revenue of 

$329,990) and net unrealized losses on interest rate swap transactions of $79,583 (2024 – net unrealized 

losses of $237,424). 

Notional amount 
$  

Maturity 
date  

Receiving rate 
%  

Paying rate 
%  

Fair value 
$ 

         
 25,000  March 17, 2026   2.67  Daily CORRA  19 
 25,000  March 17, 2026   2.70  Daily CORRA  22 
 25,000  June 17, 2026   2.50  Daily CORRA  24 
 50,000  January 16, 2026   3.02  Daily CORRA  15 
         
        80 
         

20 Mortgage securitizations 

The following table summarizes the carrying and fair values of mortgages of the Credit Union that have been 

securitized and sold by the Credit Union to third parties, as well as the carrying and fair values of the 

corresponding mortgage securitization liabilities. 

  

Carrying 
value 

$  

Fair 
value 

$ 
     

Securitized mortgages sold as NHA MBS  92,853  93,469 
Principal payments to be applied (included in cash)  817  817 

     
Total securitized assets  93,670  94,286 
Mortgage securitization liabilities  93,852  94,468 

     
Net amount  (182)  (182) 
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All mortgages securitized by the Credit Union are required to be fully insured prior to sale and therefore give 

rise to minimal credit risk. However, the Credit Union remains exposed to interest rate risk, timely payment 

and prepayment risk associated with the underlying assets. Accordingly, the assets, liabilities, revenue and 

expenses have not been derecognized and the transactions are accounted for as secured financing transactions 

in the Credit Union’s statement of financial position and statement of income and comprehensive income as 

outlined in note 3(f). 

21 Fair value of financial instruments 

The fair values of the Credit Union’s financial instruments were estimated using the valuation methods and 

assumptions described below. Since many of the Credit Union’s financial instruments lack an available trading 

market, the fair values represent estimates of the current market value of instruments, taking into account 

changes in interest rates that have occurred since their origination. Due to the use of subjective assumptions 

and uncertainties, the fair value amounts should not be interpreted as being realizable in an immediate 

settlement of the instruments. 

Fair values of floating rate loans and deposits approximate book value as the interest rates on these instruments 

automatically re-price to market insofar as the spread remains appropriate. Fixed rate loans are valued by 

discounting the contractual future cash flows at current market rates for loans with similar credit risks. Fixed 

rate deposits are valued by discounting the contractual future cash flows using market rates currently being 

offered for deposits with similar terms. A credit valuation adjustment is applied to the calculated fair value of 

uninsured deposits to account for the Credit Union’s own risk. 

Derivative financial instruments are recorded at fair value in the statement of financial position. The fair value 

is determined based on prevailing market rates and notional value.  

The fair value for the Credit Union’s investments (as detailed in note 5), profit and member shares are 

determined as follows: 

 membership shares in Central 1 and Oikocredit do not trade in a public market. Fair value approximates

par value as the shares are subject to regular rebalancing across the membership;

 liquidity reserves are traded in a public market and are measured using the closing fair value;

 excess liquidity deposits and loans to MEDA are fair valued by discounting the contractual future cash

flows at current market rates of similar financial instruments with similar terms;

 CCIF does not trade in a public market. Fair value is based on the Credit Union’s share of net asset value;

 Class E membership shares in Central 1 do not trade in a public market, redemptions are infrequent and

no clear plan of redemption by Central 1 has been communicated. As such, the shares are measured at par

value, which approximates fair value at December 31, 2025; and

 the fair values of profit and member shares approximate carrying values.
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Fair value hierarchy 

Assets and liabilities recorded at fair value in the statement of financial position are measured and classified in 

a hierarchy consisting of three levels for disclosure purposes. The three levels are based on the priority of the 

inputs to the respective valuation technique. The fair value hierarchy gives the highest priority to quoted prices 

in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs  

(Level 3). An asset or liability’s classification within the fair value hierarchy is based on the lowest level of 

significant input to its valuation. The input levels are defined as follows: 

Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities. 

Level 2 Inputs other than quoted prices included in Level 1 that are observable either directly or 

indirectly. 

Level 3 Unobservable inputs that are supported by little or no market activity and are significant to the 

estimated fair value of the assets or liabilities. 

Estimated fair values of financial instrument assets and liabilities are described in the following table: 

      2025    2024 
           

  

Fair 
value 

hierarchy  

Carrying 
value 

$  

Fair 
value 

$  

Carrying 
value 

$  

Fair 
value 

$ 
           

Recurring measurements           
Financial assets           

Shares in Central 1 Class A   Level 2  599  599  548  548 
Shares in Central 1 Class E   Level 2  2,086  2,086  2,086  2,086 
Shares in Oikocredit   Level 2  250  250  250  250 
Shares in CCIF   Level 2  52  52  52  52 

           
Fair values disclosed           
Financial assets           

Liquidity reserves   Level 2  143,606  143,606  136,286  136,286 
Loans to MEDA   Level 2  600  600  600  600 
Loans to members   Level 3  2,139,833  2,150,190  1,969,818  1,969,819 
Excess liquidity deposits   Level 2  25,118  25,118  109,267  109,267 

           
Financial liabilities           
Deposits of members   Level 3  2,015,278  2,022,204  1,936,588  1,945,546 
Mortgage securitization liabilities   Level 2  93,852  94,468  78,722  76,889 
Profit shares   Level 2  23,679  23,679  22,616  22,616 
Member shares   Level 2  668  668  644  644 
           

Fair values for items that are short-term in nature are approximately equal to book value. These include cash, 

accrued interest payable and accounts payable and accrued charges.  
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22 Financial risk management 

The Credit Union’s risk management policies are designed to identify and analyze 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, products and emerging best 

practices. 

Risk management is carried out by a number of delegated committees reporting to the Board of Directors. The 

Board of Directors provides written principles for risk tolerance and overall risk management. Management 

reports to the Board of Directors on compliance with the risk management policies of the Credit Union. In 

addition, the Credit Union utilizes a variety of resources to undertake various internal audit activities and 

reports to the responsible senior leader and Board of Directors the results of these activities. 

Financial instruments comprise the majority of the Credit Union’s assets and liabilities. The Credit Union 

accepts deposits from members at both fixed and variable 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 that arise from these activities are interest rate risk, credit risk, liquidity risk, 

foreign exchange risk and other price risk. 

The following table describes the significant financial instrument activity undertaken by the Credit Union, the 

risks associated with such activities and the methods used in managing those risks. 

Activity  Risks  Method in managing risks 
     

An imbalance in the amount of 
variable rate loans to members 
compared to variable rate 
members’ deposits 

 Sensitivity to changes in interest 
rates 

 Asset-liability matching, sales of 
selected loan portfolios and 
periodic use of derivatives 

Index linked deposit products  Sensitivity to changes in 
underlying equity indices 

 Options are used to mitigate this 
risk 

a) 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. The financial 

margin reported in the statement of income and comprehensive income may increase or decrease in 

response to changes in market interest rates. Accordingly, the Credit Union sets limits on the level 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 on use of the asset-liability and interest 

rate sensitivity models. Periodically, the Credit Union may enter into interest rate swaps to adjust the 
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exposure to interest rate risk by modifying the re-pricing of the Credit Union’s financial instruments. The 

full extent of the interest rate swaps that the Credit Union has in place are included in note 19(b). 

Interest rate shock analysis is used to assess the change in value of the Credit Union’s financial 

instruments when an immediate increase or decrease to interest rates is introduced and the resulting 

changes in income are computed over a 12-month period. This shock analysis is calculated on a monthly 

basis and is reported to the asset-liability committee (ALCO) and subsequently to the Board. Based on 

current differences between financial assets and financial liabilities, the Credit Union estimates that an 

immediate and sustained 100 basis point decrease in interest rates would decrease net interest income for 

the year by approximately $2,695,000 (2024 – $1,590,000 ($795,000) decrease as a result of a 50 basis 

point decrease). 

The ALCO also looks at other aspects of interest rate risk such as basis risk, which is the risk of loss arising 

from changes in the relationship of interest rates that have similar but not identical characteristics (for 

example the difference between prime rates and the Canadian Deposit Offering Rate) and prepayment risk, 

which is the risk of loss of interest income arising from the early repayment of fixed rate mortgages and 

loans, to ensure they are appropriate and takes actions to ensure these are within acceptable levels. 

The following schedule shows the Credit Union’s sensitivity to interest rate changes as at December 31, 

2025. Amounts with variable rates, or due or payable on demand, are classified as maturing within less 

than one year, regardless of maturity. Member loans and deposits subject to fixed rates are based on 

contractual terms. Amounts that are not interest sensitive have been grouped together. 

  
Assets 

$  

Liabilities and 
members’ equity 

$  

Interest rate 
swaps 

$  

Net asset/ 
liability gap 

$ 
         

Expected re-pricing or 
maturity date        
Less than one year  1,092,022  (1,534,562)  (125,000)  (567,540) 
1 to 2 years  375,435  (270,407)  125,000  230,028 
2 to 3 years  389,321  (175,338)  -  213,983 
3 to 4 years  176,675  (92,855)  -  83,820 
4 to 5 years or more  343,171  (61,721)  -  281,450 
Non-interest sensitive  4,288  (246,029)  -  (241,741) 

         
  2,380,912  (2,380,912)  -  - 
         

Interest sensitive assets and liabilities cannot normally be perfectly matched by amount and term to 

maturity. One of the roles of a credit union is to intermediate between the expectation of borrowers and 

depositors. The average rate of interest bearing assets is 4.75% and interest bearing liabilities is 2.31%. 
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b) Credit risk 

Credit risk is the risk that a credit union member or counterparty will be unable to pay amounts in full 

when due. Credit risk arises principally from lending activities that result in member loans and advances 

and investing activities that result in investments in cash resources. Counterparty risk is also a key 

consideration with respect to derivative contracts, which the Credit Union enters into from time to time 

with Central 1. Significant changes in the economy of the Province of Ontario or deteriorations in lending 

sectors that represent a concentration within the Credit Union’s loan portfolio may result in losses that are 

different from those provided for at the statement of financial position date. Management of credit risk is 

an integral part of the Credit Union’s activities. 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. Management carefully monitors and 

manages the Credit Union’s exposure to credit risk by a combination of methods.  

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 establishes that loans are within the member’s 

ability to repay, rather than relying exclusively on collateral. 

As at December 31, 2025, the classes of financial instruments for which the Credit Union is most exposed 

to credit risk are as follows: 

Credit risk exposure 
  

Outstanding 
$   

     
Liquidity reserves   143,606   
Investments  28,726   
Loans to members  2,145,871   

     
  2,318,203   
     

Beyond the credit risk associated with the above financial assets, the Credit Union is also exposed to credit 

risk associated with undrawn lines of credit and undisbursed commitments to members for loans as at 

year-end, as disclosed in note 17. 

Loan impairment 

At each reporting date, the Credit Union assesses whether a loan or groups of loans are credit impaired 

(referred to as Stage 3 loans). A loan is credit impaired when one or more events that have a detrimental 

impact on the estimated future cash flows of the financial asset have occurred. 

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

i) significant financial difficulty of the borrower or issuer; 

ii) a breach of contract such as a default or past due event; 
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iii) the restructuring of a loan or advance by the Credit Union on terms that the Credit Union would not 

consider otherwise; and 

iv) it is becoming probable that the borrower will enter bankruptcy or other financial reorganization. 

The Credit Union incorporates forward-looking information into both the assessment of whether the credit 

risk of a loan or groups of loans has increased significantly since its initial recognition and the 

measurement of ECL.  

The Credit Union formulates three economic scenarios: a base case, which is the median scenario assigned 

80% probability of occurring, and two less likely scenarios, one upside and one downside, each assigned a 

10% probability of occurring. External information considered includes economic data and forecasts 

published by government bodies and monetary authorities in the jurisdictions in which the Credit Union 

operates such as: 

 real GDP; 

 unemployment rates; 

 three-month bankers’ acceptance rate; 

 three-month Government of Canada bond rate; 

 debt to income ratio; and 

 housing price index. 

The key drivers considered for credit risk are unemployment rates, interest rates and real estate prices. 

None are considered to have a material impact on the loan loss provision at this time. There have been no 

significant changes in estimation techniques or significant assumptions made during the reporting period. 

Loans to members 

Loans to members consist of loans, some of which are supported by specific collateral such as residential 

properties, and charges over business assets such as premises, inventory and accounts receivable. The 

Credit Union maintains guidelines on the acceptability of specific types of collateral. 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. In the case of loans that are conventional 

mortgages, maximum loan to value (Max. LTV) ratios have been established by policy.  
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The following chart gives a profile of these maximums and identifies the amount of conventional 

mortgages for each loan portfolio that are subject to these maximums: 

Portfolio 
  

Total loans 
$  

Conventional 
mortgage loans 

$  
Max. LTV 

% 
       

Residential  712,540  659,030  80 
Personal  9,022  -  - 
Agricultural  1,052,161  921,899  75 
Commercial  372,148  249,210  60 

       
  2,145,871  1,830,139   
       

The Credit Union’s lending (measured as a percentage of the total loan portfolio) is diversified by portfolio 

sectors as follows: 

  

Board 
maximum 

%  
2025 

%  
2024 

% 
       

Residential   No limit  33.2  33.8 
Personal   No limit  0.4  0.4 
Agricultural   55  49.0  48.8 
Commercial   25  16.2  16.0 
Institutional   10  0.8  0.9 
Unincorporated association   5  0.4  0.4 
       

Board policy also requires that the maximum combined exposure for total commercial and agricultural 

lending (excluding institutional and unincorporated association loans) be less than 75.0% of assets. As at 

December 31, 2025, commercial and agricultural loan exposure on this basis was 58.5%. 

Furthermore, within the above-noted portfolio sectors, the Board has also established maximum loan 

concentrations within industry sectors to ensure an appropriate diversification as the Board considers 

appropriate within these portfolios. Actual concentrations by industry sector were well below the 

maximums at year-end. 

The credit quality of the commercial and agricultural loan portfolio for those loans that are neither past 

due nor impaired can be assessed by reference to the Credit Union’s internal risk rating system. The Credit 

Union assesses the relative risk of the account using internal rating tools and taking into account statistical 

analysis as well as the experience and judgment of the credit department. Loans subject to ratings are 

assigned a risk score from 1 to 6 (1 = low risk, 6 = watch account). Loans are regularly reviewed and 

updated as appropriate. With respect to the personal loan and residential mortgage portfolio, procedures 

are in place to ensure the regular monitoring and review of loans in addition to scheduled audits at the 

branch and head office levels. 
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Risk scale 
  

Stage 1 
$  

Stage 2 
$  

Stage 3 
$  

2025 
Total 

$  

2024 
Total 

$ 
           

1 – Low  39,263  -  -  39,263  38,118 
2 – Medium low  323,843  -  -  323,843  317,073 
3 – Medium  671,591  -  -  671,591  595,307 
4 – Medium high  301,063  545  -  301,608  219,782 
5 – High  35,560  4,290  -  39,850  79,844 
6 – Watch  -  25,677  22,031  47,708  38,565 

           
  1,371,320  30,512  22,031  1,423,863  1,288,689 
           

The carrying value of all loans restructured for members during the year, where a concession in terms was 

granted with the loan remaining in good standing, is $34,860,038 (2024 – $24,446,865). 

c) Liquidity risk 

Liquidity risk is the risk the Credit Union will encounter difficulty to meet its obligations to members and 

other creditors. To mitigate this risk, the Credit Union is required to maintain, in the form of cash and 

liquidity reserves, a board policy set minimum liquidity at all times, based on total members’ deposits and 

demand loan. 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, sale of loan portfolios and 

asset-liability maturity management techniques. Management monitors projections 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 1 of $58,610,000 (2024 – $58,610,000) as an 

integral part of its liquidity management strategy as disclosed in note 9.  

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

       December 31, 2025 
        

  

Payable 
on 

demand 
$  

Less than 
1 year 

$  

1 to 5 
years 

$  

More than 
5 years 

$  
Total 

$ 
           

Deposits of members  831,123  660,976  523,179  -  2,015,278 
Accrued interest payable  -  20,674  -  -  20,674 
Accounts payable and 

accrued charges  -  11,935  -  -  11,935 
Lease liabilities  -  1,265  6,301  12,404  19,970 
Mortgage securitization 

liabilities  -  30,353  63,499  -  93,852 
Unadvanced loan 

commitments  -  48,595  -  -  48,595 
           

  831,123  773,798  592,979  12,404  2,210,304 
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        December 31, 2024 
         

  

Payable 
on 

demand 
$  

Less than 
1 year 

$  

1 to 5 
years 

$  

More than 
5 years 

$  
Total 

$ 
           

Deposits of members  769,766  752,907  413,915  -  1,936,588 
Accrued interest payable  -  26,071  -  -  26,071 
Accounts payable and 

accrued charges  -  11,100  -  -  11,100 
Lease liabilities  -  1,233  6,333  13,642  21,208 
Mortgage securitization 

liabilities  -  7,684  71,038  -  78,722 
Unadvanced loan 

commitments  -  37,776  -  -  37,776 
           
  769,766  836,771  491,286  13,642  2,111,465 
           

d) 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 financial 

investments for an extended period. The nature of the foreign exchange risk at the Credit Union is that 

members can maintain US dollar deposit accounts and GICs for which the Credit Union will generally hold 

an equivalent amount of US dollar denominated assets in the form of cash and investments. The Board has 

established that the Credit Union must ensure that the difference between the US dollar denominated 

assets and liabilities must be less than 10%. The Credit Union has traditionally dealt with unwanted levels 

of foreign exchange risk by taking actions related to US dollar denominated assets and liabilities rather 

than entering into any foreign exchange derivative contracts. The impact of a 10.00% strengthening 

(weakening) of the Canadian dollar against the US dollar is considered insignificant. 

e) Other price risk 

The Credit Union is exposed to other price risk on certain of its investments and deposits, but given the 

limited amount of these deposits and investments, the price risk exposure is considered insignificant. 

 

 


