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OUR VISION
Neighbours helping neighbours
to build sustainable communities.

OUR MISSION
Strengthening our members and communities
through an offering of trusted financial services
in a cooperative way.
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Message from Board Chair and President & CEO

Dear Members
We are pleased to provide you with a report on Northern Savings Credit Union’s
ongoing service to our members and our communities.
Northern Savings is the only locally owned and operated financial service provider in
our communities. Additionally it is the only financial service provider in our communities
which provides its members with an unlimited guarantee on the security of their
deposits; other financial service providers can only offer a guarantee up to $100,000.
Volatility is not a concern with your Northern Savings investment.
As a locally owned and operated financial service provider we provide valuable jobs to 145 people in our
communities. We are proud to provide loans to individuals in our communities as they move forward in
realizing their dreams of home ownership, buying a new-to-them vehicle, and assisting them in making smart
decisions when borrowing for a variety of activities. We provide loans to businesses to help them expand
their business to serve their customers and to create jobs for local people. We provide many ways for people
to save for their dreams, special projects, as well as education for their children, and for retirement. We have
staff who are specialists in advising you on insurance products to provide for protection of your assets and
your family. We will assist you in selecting the right products and coverage to give you peace of mind so that
in times of stress and challenges, you have financial support.
Northern Savings believes in neighbours helping neighbours to build sustainable communities. We
demonstrated that in 2017 through the incredible 3,800 volunteer hours which our staff gave to many
community organizations. Northern Savings believes that we need to be part of our community and we
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helping neighbours to build sustainable
communities. We demonstrated that in
2017 through the incredible 3,800 volunteer
hours which our staff gave to many
community organizations.

support our staff in their volunteerism and are proud of how much they give of their time. Northern Savings
gave over $220,000 in 2017 back to our communities by way of donations, dividends and patronage
payments to our communities and to our members.
We cannot always give the best interest on deposits or the best interest on loans but we strive to be
competitive. We know that the Toronto based competitors and even the Vancouver based competitors can
sometimes offer a slightly higher interest rate on deposits or slightly lower interest rate on loans than what
Northern Savings can, but those competitors do not wholly reinvest back in our communities. We also do not
have the multi-million advertising budgets that our competitors do to loudly announce our programs, but we
do have dedicated staff who will take the time to listen and design solutions. We recognize that one solution
does not fit all and we work to customize products and services to best suit particular situations.
To be honest, Northern Savings had some challenges in 2017. We were pleased to get new envelope-less
ATMs in 2016 only to have them not be fully operationally at all times in 2017. There has been constant
servicing of the machines and we have had to replace one machine, with another one targeted for potential
replacement. Our members are changing the way that they operate accounts and through technology, this
has meant a savings in fees for our members but has also resulted in less in-branch transactions. This led
us to change the hours for counter activity in one of our branches but we retained full hours for loan and
investment activity.
We also had successes in 2017. We introduced new loan programs to support particular programs within
our communities. These included mortgages for tiny homes, float homes, and supporting purchases to gain
energy efficiency in homes. We reorganized our staff to bring synergy to teams and to bring particular areas of
focus so that we could better serve our members and customers.
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Northern Savings believes in neighbours
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Thanks to our members’ continued trust and our employees’ dedication our financial results are positive
this year. While our goal is not profit maximization, we do need to have a reasonable profit to provide
for a long-term sustainable organization and to meet the requirements of the regulator of financial
institutions. The total assets for the Credit Union reduced again this year as expected as a result of
a decision made in prior years to exit the business that was not in our local communities. We ended
the year with $673 million in assets compared to $712 million at the end of 2016. Our local members
showed their confidence in us by adding to our retail loan portfolio which grew from $253 million to
$265 million. We also saw the confidence from our members in the growth of our retail deposits from
$536 million to $553 million. Our net income for fiscal 2017 was $2.5 million compared to $1.5 million in
2016. The management discussion and analysis and the summarized financial statements in this report
provides information on our financial position and results for the year. The full audited financial statements
are available on the Northern Savings website.
The financial services sector is evolving at a rapid pace. There are more virtual options available to
customers – you can borrow online, you can open an account with banks situated anywhere, and
you can have an app on your phone to pay for things. This means that Northern Savings must invest
in our processes and our people to keep up with the demands of the customer.
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include a major investment in
technology to make our processes
more member friendly and a major
renovation of our Masset branch.

Our big plans for 2018 include a continuing focus on our four strategic intents which focus on
providing trusted genuine member experience, partnering with our employees to make a positive
contribution to the Northern Savings team, improving the efficiency of our processes, and creating
financial health for the Credit Union and our communities. Some specific projects for 2018 include a
major investment in technology to make our processes more member friendly and a major renovation
of our Masset branch. Our approach needs to change to not just making your individual financial
transactions happen efficiently, but we need to work with you to put your financial health as the
priority. We need to work more closely with our business members to understand the issues and
economics facing them in the future. We want to continue to invest in our staff – we are supporting
our staff in expanding their capability through formal education and by having the opportunity to learn
new positions. We are planning to share learnings with our community – we will host seminars in our
communities this year which focus on financial wellness and the evolution of the workplace including
the use of artificial intelligence.
One last and the most important message – we want to say thank you. Thank you to our members
for selecting us as your financial services provider and for showing our staff your appreciation of their
effort in serving you. We thank our staff for demonstrating care and dedication to our members, our
communities, and our Credit Union.

Flora D’Angelo, Chair, Board of Directors

Fay Booker, President & CEO
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Some specific projects for 2018
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GOVERNANCE
Northern Savings, like all credit unions, is a member-owned financial institution building on the principle
of acting in the best interest of our members through a democratically elected Board of Directors. Our
membership plays an integral role in choosing the people who work with Credit Union management to define
the future direction of our organization.
The Board provides critical guidance and oversight by: determining strategic direction, setting policies,
working with management to maximize the Credit Union’s financial performance, ensuring compliance with
regulatory and statutory requirements, and representing members’ interests.
2017 Board of DIRECTORS

Flora D’Angelo
Board Chair

TRENT MORAES

RODNEY COX
Vice Chair

KIM MUSHYNSKY

SEAN CARLSON

MIMMO CICCONE

ERIN NEWTON

ANNE PELTIER

SUSAN CROWLEY

A separate report provides details on corporate governance at Northern Savings. The report covers the following:
governance framework, roles and responsibilities of the Board, Board committees, background of current
Directors, meeting attendance, Director education, Director compensation, independent oversight functions,
CEO compensation and senior management organization.
We invite you to access the full report on our website at www.northsave.com.
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Our strong senior management staff work as a team in providing service to members, ensuring a positive
work environment for our employees, and for overseeing the performance of the Credit Union. The senior
management team works with the Board of Directors to develop the Credit Union’s strategic direction and
management then develops plans to implement that direction.

Fay Booker
President & CEO

BILL NICHOLLS
Vice President,
Finance

SUZANNE WILSON
Vice President,
Human Resources
& Communications

HEIDI HARRIS
Governance Officer &
Corporate Secretary

Tony deViveiros
Regional Manager,
Business Services

JACKIE Rumney
Senior Manager,
Retail Lending

Javier Lozano
Senior Manager,
Technology

SARAH WRIGHT
Senior Manager,
Risk & Operational
Services

STEFAN DELLOCH
Branch Manager,
Prince Rupert &
Coordinator Financial
Planning

LAREINA GROSSE
Manager & Coordinator,
Haida Gwaii Retail
Branches

GRACE MAKOWSKI
Branch Manager,
Terrace

LEONORA CICCONE
Insurance Manager,
Prince Rupert

SHERRY McCOLL
Insurance Manager &
Coordinator Commercial
Services, Terrace

SHEILA WEST
Insurance Manager,
Haida Gwaii
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MANAGEMENT
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A Few Highlights from 2017
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our members. Here are some highlights on how we continue to expand our
products and services for our members.
Lending

The ever changing world creates new demands for
lending. We are challenging ourselves by being nimble
and offering products that will meet the diverse needs
of our members. In 2017, we expanded our lending
products to include loans for micro-homes (tiny-homes),
loans for float homes, energy efficiency upgrade loans,
on-reserve housing loans, and loans for improving
business facades.

Northern Savings participates in the
First Nations Market Housing Fund

Aboriginal people and on-reserve communities are
considered underserved in regards to their access to
financial services.
The First Nations Market Housing Fund is the first
national fund created to support financing arrangements
for housing on reserve and settlement lands where
appropriate, while respecting the communal ownership
of reserve land. In 2017, Northern Savings became one
of 17 lenders that participate in the program.
Deposits and Investments

Members are looking for investment solutions and
trusted advice. In 2017, we changed the name of our
investment division to Financial Planning & Wellness.
We work to create individualized road maps to financial
health as we know that those who have a good financial
plan are more likely to be successful at managing many
facets of their lives.

Mimi Paquette, Assistant Manager,
Queen Charlotte branch and Jackie
Rumney, Senior Manager, Retail Lending
visit a Queen Charlotte Tiny Home.

Northern Savings has expanded our staff’s knowledge of
investment products that we can offer to our members,
providing educational opportunities to our branch
employees. As a result, employees are now licenced
to sell mutual funds through our partner, Qtrade in all
of our locations. These employees also offer socially
responsible investing options – investments that provide
positive, environmental and social benefits.
Jackie Touchet joined our Financial Planning & Wellness
team in 2017. Jackie looks after members in Prince
Rupert and Haida Gwaii, providing investment solutions
including life insurance, stocks and bonds and estate
and retirement planning. Jackie works closely with Vida
Carson, our financial planner servicing Terrace and area.
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Northern Savings continues its focus on providing financial solutions for
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Insurance
With the rise of identity fraud, Northern Savings Insurance Services in Prince Rupert, Terrace and
Haida Gwaii saw an opportunity to educate our customers about the importance of protecting
themselves and their businesses through Identity Theft insurance.
Our insurance offices also created and provided not-so-traditional insurance offerings for:
micro-homes, float-homes, food trucks, eco-tourism, and B&Bs.

PROTECT YOURSELF AGAINST

IDENTITY THEFT
NORTHERN SAVINGS INSURANCE SERVICES OFFERS
UP TO $30,000 IN COVERAGE FOR IDENTITY THEFT.

ASK US HOW WE CAN HELP
PROTECT YOU FROM FRAUD.

Northern Savings is proud to be part of
a National network of credit unions

5.65

274
Credit Unions

Million Members

Lucky #13
Canada’s credit unions
have won eight Ipsos Best
Banking Awards including
Best in Customer Service

1,804
Branches

Excellence for the 13th
year in a row.

11

Member Experience & Engagement

Focus Groups
A series of focus groups were conducted in
Masset, Prince Rupert, Queen Charlotte and Terrace.
The focus group discussions explored aspects of
consumer expectations, loyalty and Northern Savings
reputation within the community. Some key insights
from the focus groups included:
•

Both members and non-members expressed
a positive view with regards to Northern Savings’
reputation and community image

•

Participants appreciated that local people are
making local decisions

•

Most people go online to learn about products

Business Services Survey
The business services survey comprised an
online survey with current business members and
non-members. The survey aimed to understand
business members’ usage and service perceptions
of Northern Savings and identify potential risks and
opportunities. For non-member businesses, the survey
aimed to assess their familiarity with and perceptions
of Northern Savings.
Overall, our business members have a strong
relationship with us:

9
10

use Northern Savings
as their primary
financial institution

and services
“When I know the people helping me I feel like I can
trust them and can just walk in off the street and ask
questions or tell them if I have a problem and know
it will get fixed” – Terrace Participant

85

%

“Community involvement is important, because it
shows that they are not just a business but they
are local” – Queen Charlotte Participant
“I really enjoyed my personal loan, it helped me get
control of my credit card debt and I was able to cut
up my credit cards. It was a really great experience”
– Masset Participant
“When getting my card repined after I moved to
Vancouver there wasn’t anywhere to get it done.
The Prince Rupert NSCU branch stayed on the
phone with me for 25 minutes and gave me stepby-step directions via google maps to the exact
spot in Vancouver where I could re-pin!”
– Prince Rupert Participant

rated their satisfaction
levels as 4 or 5 out of 5

75

%

1
2

are likely to
recommend
Northern Savings

have recommended Northern
Savings to others in the past
six months

7
10

rated Northern Savings
10 out of 10 on being
a trustworthy financial
institution that is easy
to do business with
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In 2017, we provided three opportunities for members
to provide their feedback.
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Insurance Survey
The purpose of the Northern Savings Insurance Survey was to measure insurance client’s satisfaction with their
insurance agency and to understand the products and services that insurance consumers in the Haida Gwaii,
Prince Rupert and Terrace areas use. The survey also uncovered customer preference regarding: hours of
operation, ways to transact, and methods of communication.
Some key highlights from the responses include:
•

66% of respondents consider Northern Savings to be their “main” insurance provider

•

80% of respondents were satisfied or satisfied extremely with their insurance provider

•

82% of respondents felt service levels remained about the same over the past couple of years
at their insurance agency while15% thought it had improved

Member Events
In 2017 we offered member appreciation events
as a way to keep our members inspired and
engaged with Northern Savings.
•

40 people attended our Queen Charlotte member
engagement event – which showcased our products and
gave members an opportunity to ask questions about
services such as online account management, mobile apps,
insurance and financial planning. Our CEO, and VP of Human
Resources & Communications were present and hosted a
question and answer session with members

•

In the summer, we partnered with Queen Charlotte
Community Futures and Haida Gwaii Co-op to present the
New Economy documentary at the Haida Heritage Centre –
over 30 people attended the showing, which was followed by
a dialogue about the film’s messages

•

Each of our four branches held a member appreciation day on Credit Union day in October

•

Our staff held an information event at the Port Clements library to answer questions about online account
management including using our banking apps and Deposit Anywhere feature. Northern Savings installed
an iPad at the library to allow members to access these online tools

•

In Prince Rupert, we held the annual Terry Fox Run, over 100 participants attended the event and we
partnered with local businesses to provide a hot lunch and photo booth for participants
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As a financial co-operative we seek to achieve balance
between having a healthy organization, providing an
outstanding member experience and giving back to
our communities in a meaningful way.
In 2017, we were proud to give back in some of the
following ways:

accessibility and for viewing by children. We envision
a fantastic learning opportunity for families, as parents
and their children will be able to view simultaneously,
thus having a dual real-time educational experience.
Rewarding Deserving Youth

•

4 new Dual Viewers donated to our communities

CFTK-TV and Northern Savings Credit Union
partnered in 2017 to reward deserving youth in our
communities through the WOW Kid program.

•

10 youth recognized and awarded through
our WOW Kids program

WOW Kids go above and beyond in their lives and
demonstrate one or more of these attributes:

•

10 bursaries provided to local students

•

•

10 financial learning sessions

Proven excellence in academics, athletics, music
and/or the arts

•

3,800+ volunteer hours through our G.I.V.E.
(get involved in volunteer experience) program

•

Dedicated service and leadership in the school,
community, or their peer group

•

$220,000+ given back to our communities and
members through dividends, patronage
appreciation and donations

•

Overcome adversity

Celebrating a New View and Promoting
the Beauty of the North
In recognition of Credit Union Day and of Canada’s
150th anniversary, Northern Savings donated four
binocular viewers to each of the communities we
operate in: Masset (Tow Hill), Prince Rupert (Pacific
Mariners Park), Queen Charlotte (near the Queen
Charlotte Maritime Memorial Cenotaph, adjacent to
Spirit Square) and Terrace (Kalum Hill Viewpoint).
We are fortunate at Northern Savings to have our
branches situated within some of the most beautiful
scenery in all of Canada. We provided Dual Viewers
in each in each of our communities to showcase the
spectacular views in each area.
The viewers provide a dual viewer experience, as they
have two binocular viewers. The first is at standing
height, the second is located lower for both wheelchair

Each month a WOW Kid is chosen and awarded a
$250 deposit to a Northern Savings account. The
WOW Kid program will continue in 2018. To find out
more visit: www.northsave.com/AboutUs/WhoWeAre/
WOWKid/
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Proud to Provide Community Support
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Financial Wellness Sessions
Our staff offer financial wellness sessions to discuss how to manage finances, smart uses of credit, and saving
for financial security.
Graduating from high school can be both exciting and nerve wracking. Having the financial skill-set to master
through this transitionary period is imperative. For the past several years, our Haida Gwaii branches have been
providing Life After High School learning sessions to students and their parents. The sessions are held at local
coffee shops such as The Ground in Masset and our employees cover topics including budgeting, investing,
the benefits and pitfalls of credit and debit and insurance.
Supporting Local Students
We are a proud sponsor of the Made in the Northwest
Bursary Program. In 2017, two $1,000 bursaries were
provided to Applied Coastal Ecology (ACE) students.
The Applied Coastal Ecology program, offered through
Northwest Community College, readies students for
careers in coastal natural resources management,
ecosystem restoration, environmental monitoring, and
many others. ACE balances foundational learning
in areas such as biology, geography, chemistry and
oceanography with applied courses in areas such
Applied Coastal Ecology Program – ACE bursary recipients
as salmon, ground fish and shellfish management,
stream habitat restoration, rainforest ecology, and wildlife
management. Students participate in real-world, community-based projects to gain employment-ready
experience and ultimately gain a strong sense of how coastal ecosystems react to the stresses imposed on
them by human activity, and how to apply procedures to mitigate impacts and restore healthy ecosystems.

Employee Learning
One of our goals is to have empowered, motivated employees who help make a difference in the financial
wellness of our members. Through learning opportunities, we help our employees develop and grow.
In 2017, we contributed $126,000 to employee learning and development and employees grew their
skills with over 1,000 hours of learning.
In 2017, we created a Northern Savings Learning Lab that all employees had an opportunity to participate
in. The learning labs were run by our management team and showcased the talent and knowledge that our
team has. Our staff participants were able to spend time in an innovative environment with colleagues that
they do not normally interact with on a regular basis. The labs included the following courses:
• Financial Hot Buttons
• Lending for Non-Lenders
• The Future of Business & Skills in the Digital Age
• Risky Business, Fraud Awareness & Cyber Security
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In 2017, we distributed over $220,000 back to our
members and communities through community
funding, dividends and patronage appreciation.
Here are just a few of the not-for-profit groups that
benefited from these funds.
Making a Splash in Terrace
The Kinsmen Playground and Rotary Splash Park in
Terrace officially opened this summer; Northern Savings
is pleased to have provided $2,500 towards the funding
of this project. The park will benefit children and families
for years to come.
BC Wildfires Appeal
2017 brought tragedy to many areas in BC due to
the outbreak of devastating wildfires. Our staff raised
$3,000 through hosting BBQs, selling cupcakes, and
donating their own money to wear jeans to work and
other various initiatives. Northern Savings matched our
employee’s donations and in total, we provided $6,000
to the BC Wildfires Appeal.

Dialogue Session project. This was the first project of
its kind on Haida Gwaii; providing an opportunity to
bring forth a large-scale project to empower Haida
Gwaii women as leaders in community change.
Northern Savings was pleased to offer financial
backing towards this initiative.
The dialogue sessions included panel discussions,
sharing circles, speaker presentations, culturallyappropriate art presentations, small group working
tables, experiential decision-making activities, and open
dialogue. During the sessions, participants identified
and prioritized action-based solutions to enhancing
family, community and Nation’s well-being from the
perspective of Matriarchs and local female leaders,
and had the opportunity to lead these initiatives.

Woman’s Dialogue Sessions
The Council of the Haida Nation, Old Massett Village
Council, and the Skidegate Band Council collaborated
to support and provide guidance for the Woman’s

GIVE-ing Back
Canada 150 provided a unique way to truly celebrate
and showcase the community values of the credit union
movement. As part of Canada’s 150th celebrations,
the Canadian Credit union Association (CCUA) issued a
system-wide credit union challenge: 150,000 volunteer
hours invested in local communities across the country
in 2017. Northern Savings accepted this challenge
and offered 3,000 volunteer hours through our GIVE
employee volunteer program. Our employees not only
embraced, but conquered the challenge - with over
3,800 volunteer hours met by year-end.
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Kinsmen Playground and
Rotary Splash Park in Terrace.
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“We are a small locally
owned and operated
business and support
local businesses and
organizations and
therefore see Northern
Savings as the right
co-operative to do our
banking with.”
Michael McQuade
Owner, Operator
North Beach Surf Shop

1.

Capps Marine Education

2.

Causeway Convenience

3.

Cedar River Physiotherapy
& Rehabilitation Centre

4.

Crystal Cabin

5.

Fashion Tailoring

6.

Good Time Games & Electronics

7.

Haworth Plumbing

8.	Inn on the Harbour
9.

North Beach Cabins

10. North Beach Surf Shop
11. Precision Automotive
12. Western Pacific Metal Works

Northern Savings is a member-owned organization; we strive to
be member focused in everything we do. Whether it’s through our
Business of the Month program, our Local Purchasing Initiative
or through member dividends and patronage, we recognize the
importance of showcasing and strengthening the well-being of
our members.
•
		

12 local businesses featured through our Business
of the Month program

•
		

$220,000 in donations, dividends and patronage
payments distributed back to members

• 5 entrepreneurs supported through our Local
		Purchasing Initiative
•

1,033 dreams realized through financing

From Soil to Childcare
Children need a safe, secure, and healthy space to grow and be
successful. In 2017, we were pleased to support the Kermode
Friendship Society in financing the building of their new daycare.
The 8,600 square foot building will house a 40 space daycare as
well as office spaces. Once established, the positive economic
and social benefit that the space will bring to the Terrace
community is undeniable.
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Member Benefits
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FINANCIAL REPORTING

19

Consolidated total assets of Northern Savings at
December 31, 2017 were $673 million, which is a
decrease of 5.4% from 2016. The reduction is a
result of the Credit Union’s strategic plan to reduce
the southern BC wholesale lending and deposit
business and focus on building our business with
local members.
At December 31 2017, loans at $536 million
accounted for approximately 80% of total assets.
Loan balances include loan interest receivable less
the allowance for impaired loans. The quality of the
Credit Union’s loan portfolio has improved as reflected
in the $210 thousand decline in the impairment
allowance and the nominal number of loans identified
as uncollectible. Loans with our local individual
members increased by 4.6% from December 31,
2016 to December 31, 2017 while the balance with
customers in southern BC decreased by $60 million
(-30.6%) as planned.
The deposits from our members and customers
decreased in 2017 by $26 million. This reduction is
due to discontinuing the deposit agency in the lower
mainland as part of the northern refocusing activities.
The deposits from our local members at December 31,
2017 was an increase of 3.2% from the balance
at December 31, 2016.
The long term financial sustainability of the Credit
Union is demonstrated in the increase in the net
income achieved. For the year ended December 31,
2017 the Credit Union recorded a net income of $2.5
million – a dramatic improvement over the
$1.5 million net income that was recorded in 2016.

A key metric to sustainability of the Credit Union
is reflected in the retained earnings which was
$38.0 million at December 31, 2017, an increase
from $35.5 million at December 31, 2016.
Capital is a key measure of the strength of a financial
institution. Northern Savings continues to maintain a
strong capital position with a capital ratio of 18.2%.
This ratio is significantly greater than the regulatory
requirement of 8.0% and the internal minimum of 15.0%
set by the Board of Directors. In addition, Northern
Savings has a strong liquidity ratio of 18.4% which
exceeds the regulatory minimum of 8.0%.
Your Credit Union is well positioned to achieve its long
term objectives of delivering superior member experience
and sustainable financial performance.
The Income Statement
Operating Income
Operating income which includes financial margin and
other income was steady, totalling $22.2 million in
2017 compared to $22.5 million in 2016. There was a
reduction in income primarily as a result of the planned
reduction in the loan portfolio in southern B.C.

OPERATING INCOME
25
20
Millions

In 2017, Northern Savings Credit Union continued the
strategic restructuring activities implemented in 2015
and 2016. Your Credit Union made further progress
focusing on local communities, assisting our individual
and business members to achieve their financial goals.

15
10
5
0
2015

2016

2017
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Summary of Financial Position and Results
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promise for the years to come. One of the primary
reasons for the improved earnings in 2017 is the
contingent commission of $386 thousand that was
received by the insurance agency for the high quality
of insurance business written over the past number of
years resulting in low claims experience.

FINANCIAL MARGIN

15
Millions

10

Commercial loan fees contributed $416 thousand for
the year ($422 thousand in 2016) through participation
in local loans and loans with other BC credit unions,
referred to as syndicated loans.

5
0

2015

2016

2017

Financial margin is the difference between interest
and investment income earned on assets and interest
expensed on deposits and other liabilities, including
borrowings. In 2017 our financial margin was $13.4
million which was more than last year’s $12.5 million.
Financial Margin increased from last year due to:
a)	Interest rates have started to increase after
remaining at historically low levels. The increasing
rates are starting to ease the interest rate

We are experiencing a decline in service fee income
with it decreasing from $1.8 million for the 2016 year
to $1.7 million for the 2017 year. This is a reflection of
our members choosing to use lower cost options for
paying bills and transferring funds.
Operating & Other Expenses

compression incurred in prior years when loan
interest rates fell but interest paid on deposits
remained flat reducing the Credit Union’s interest
rate spread.

Operating expenses were $19.4 million for 2017
which are down from $20.6 million in 2016 due to the
restructuring efforts undertaken in 2015 and 2016
(sale of the information technology business, provision
for remaining lease obligations and the leasehold
improvements in southern BC, and reduction of
corporate office).

b) The cost of deposits through the deposit agency
has reduced as a result of the planned reduction
of this portfolio.

As a result of the restructuring, there was a reduction
of operating expenses in salaries and benefits by
almost $1 million per year which continued into 2017.

c)

Other large operating expenses include costs of
technology and occupancy costs for our buildings as
well as the deposit insurance paid to the provincially
mandated funding program.

Loan and deposit growth in our northern branches
contributed additional financial margin.

Financial margin is expected to continue to improve
over the years ahead, as interest rates are expected
to slowly increase and the exit from our low margin
southern operation will be completed.
Other income is made up of loan fees, service
charges, commissions related to insurance and mutual
funds sales, foreign exchange, loan sales and other
miscellaneous revenues that are not interest related.
The insurance agency continues to show strong
earnings before taxes and management fees of $1.5
million ($1.3 million in 2016) and shows continual

OPERATING & OTHER EXPENSES
35
30
25
Millions

A VIEW OF 2017

20

20
15
10
5
0

2015
Operating

2016
Other

2017

21

2017 LOAN MIX

Net Income

The Board of Directors was able to declare a dividend
and patronage refund to the Credit Union’s member
shareholders and $112 thousand was recorded in
2017. After the dividend, patronage refund and income
taxes, the Credit Union has recorded net income for
the year of $2.5 million.

49%

25%
26%

Commercial

Personal

Southern BC

2014 LOAN MIX

The Balance Sheet
Loans
Member loans, net of allowances and accrued interest,
decreased by $37 million in 2017 due to the strategic
reduction of our southern BC loans. The northern
personal lending portfolio increased 4.6% and the
commercial lending portfolio increased by 8.9% due
to participation in a number of syndicated loans.
As a proportion of our northern BC loans at year-end,
commercial lending represented 34% of the loan
portfolio.
Of the total loan portfolio of $536 million at December
31, 2017:
•

49% are loans with individuals for mortgages,
consumer loans and lines of credit

•

26% are loans with business for mortgages, term
loans, construction, lines of credit

•

25% are loans in the southern B.C. market place
with consumers – this is a drastic reduction from
the percentage of the portfolio placed in southern
BC of 57% at December 2014

57%

28%
15%

Commercial

Personal

Southern BC

The Credit Union is required to provide an allowance
for doubtful accounts to represent losses which might
be incurred on non-performing loans. The allowance
currently has a balance of $3.1 million on the total
portfolio of $538 million (before provision) which
represents ½ of 1%. During 2017 loans identified as
uncollectible were low at $199 thousand and there
were loan recoveries of $62 thousand. As a result of
the positive credit performance of our loan portfolio in
2017, the Bad Debt Expense was set at a recovery of
$74,000 rather than it being an expense for the year.
The overall delinquency rate for the Credit Union is
currently 1.27% and improved from last year’s level of
1.50%. The percentage decrease is primarily related
to the reduction of the southern BC loan portfolio
and the improving quality of our overall loan portfolio
(Delinquent Loans/Total Loans).
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The income from operations was $2.8 million in 2017
compared to $2.0 million in 2016. Refocusing on our
core business in our local communities has created
a great return for our members and employees and
added to the financial strength of the Credit Union for
the future.
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Total deposits were $600 million at December 31,
2017, which is a decrease from total deposits at
December 31, 2016 which were $626 million. Deposits
comprise those from our local members and those
from the southern deposit agency business. Deposits
from our local individual members and business
members ended the year at $553 million, an increase
from last year’s balance of $536 million (up 3.2%).
During 2017, we continued our strategy of exiting the
southern BC deposit agency business by not renewing
maturing deposits, which reduced these deposits from
$87 million at December 31, 2016 to $46 million at
December 31, 2017.

The net income after dividends and taxes of $2.5
million improved the members’ equity (or reserve)
position and substantially improved the financial
foundation of the Credit Union.
At year end, our regulatory capital position was
18.2%. Our regulators, the Financial Institutions
Commission of BC (FICOM), monitor our capital,
which under current requirements for regulatory
capital and supervisory capital must be maintained
at a minimum of 8.0% and 10.0%, respectively,
of risk-weighted assets. The actual capital position
of 18.2% is well in excess of the regulator’s
requirements and provides for the security of the
Credit Union into the future.

DEPOSIT MIX

MEMBER EQUITY AND CAPITAL
50

39%

40

8.1%
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$ 39.4

37.6%

30
$ 36.4

15.4%

$ 35.1
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Securitized borrowings at December 31, 2017 were
$28.9 million and will gradually reduce over the next
few years as the securitized loans naturally pay-down.
These securitized borrowings will be fully paid out by
2020 as the last of the securitized mortgages will have
matured.
Members’ Equity and Capital
Members’ equity was $39.4 million at the end of 2017.
Northern Savings is committed to maintaining a strong
capital position, which builds long-term membership
value and enables us to invest for the future.

In 2017 management of the Credit Union advanced
its use of the methodology called Internal Capital
Adequacy Assessment Process (ICAAP) to be
proactive in ensuring that the level of capital is
sufficient for today, for the near term, in the event of
financial stress events, and to grow the Credit Union
in the future. The parameters in the ICAAP and the
results from the methodology employed are reviewed
by the Board of Directors annually. There has been
no change to the overall capital requirements strategy
during 2017.
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As a financial institution, the Credit Union is
exposed to a variety of risks. The Credit Union’s
risk governance framework starts with the Board of
Directors and its Committees, which provide overall
strategic direction, direction for the establishment of
a robust risk management framework, and monitoring
to gain assurance that the risk management activities
are operating effectively. Senior management is
responsible for implementing strategies and policies
approved by the Board and for developing processes
which identify, measure, monitor and mitigate risks.
The Credit Union is exposed to a variety of risks
inherent to the products and services offered to
our members – these include default risk on loans,
concentration of credit risk, collateral risk, liquidity
risk, and interest rate risk (refer to note 22 of the
financial statements for a description of these risks).
Additionally there are strategic, operational and
regulatory risks in the overall operations of the Credit
Union. The Credit Union has implemented policies,
procedures, controls and measurements to reduce the
level of risk to acceptable levels and to continuously
monitor the risks. Management has implemented an
enterprise risk management system to manage
current risks and to monitor for emerging risks.
To support risk management, the Credit Union has
internal and external audit functions, which are
independent of management and report to the
Board’s Audit & Operational Risk Committee.
2018 Outlook
Looking ahead to 2018, the strategic changes
implemented by Northern Savings in 2015 produced
fully satisfactory results in 2016 and 2017 as
demonstrated by the improved earnings and capital
position of the Credit Union. The plan to get to a target
profitability ratio of at least 30 basis points return on
average assets (ROAA) and maintain at least 15.0%
capital adequacy has been achieved and forms the
foundation for the Credit Union in the years to come.

The 2018 business plan continues to build on
the results of the effort in 2015, 2016 and 2017.
The Credit Union is focused on building the loan
and deposit portfolios with members in our local
communities. The strategic plan is to focus on
expanding our products and services to our existing
members and to grow our membership base.
We believe that we can work closer with our
members to assist them in achieving their personal
and business objectives for their financial wellness.
We will continue to monitor operating expenses for
cost effectiveness and contribution to furthering the
mission and vision of the Credit Union.
The Credit Union is investing in our capital facilities
and equipment to offer our products and services
effectively. We are investing over $1.3 million in
expanding and renovating our branch located in
Masset. And we are investing over $1.6 million to
implement new technology tools to allow members
to engage in account opening and loan granting
procedures to achieve efficient completion of the
process and decisions.
The 2018 business plan was developed within the
context of the strategic intents for 2017 to 2019:
1. Northern Savings provides a trusted genuine
member experience that inspires confidence in
our service and advice because we proactively
find solutions to fit the member.
2. Northern Savings and our employees partner to
support and position staff members so they can
make an enthusiastic and positive contribution to
member service, the team environment for
colleagues, and to the future of the Credit Union.
3. Northern Savings processes are efficient and user
friendly for employees and members and creates
seamlessness and a cohesive organization.
4. Northern Savings is financially healthy enabling
not only long term sustainability of the Credit
Union but also provides dollars to invest for
continuous improvement internally and to support
the community.
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Risk Management
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Report of the Independent Auditor on
the Summarized Consolidated Financial Statements

To the Members of Northern Savings Credit Union,
The accompanying summarized consolidated financial statements of Northern Savings Credit Union,
which comprise the summarized consolidated statement of financial position as at December 31, 2017,
and the summarized consolidated statements of comprehensive income, changes in members’ equity
and cash flows for the year then ended are derived from the audited consolidated financial statements
of Northern Savings Credit Union as at and for the year ended December 31, 2017.
We expressed an unmodified audit opinion on those consolidated financial statements in our report
dated March 20, 2018.
The summarized consolidated financial statements do not contain all the disclosures required
by International Financial Reporting Standards. Reading the summarized consolidated financial
statements, therefore, is not a substitute for reading the audited consolidated financial statements of
Northern Savings Credit Union.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation of a summary of the audited consolidated financial
statements in accordance with the basis described in Note 1.
Auditors’ Responsibility
Our responsibility is to express an opinion on the summarized consolidated financial statements based
on our procedures, which were conducted in accordance with Canadian Auditing Standard (CAS) 810,
“Engagements to Report on Summary Financial Statements”.
Opinion
In our opinion, the summarized consolidated financial statements derived from the audited
consolidated financial statements of Northern Savings Credit Union as at and for the year ended
December 31, 2017 are a fair summary of those consolidated financial statements, in accordance with
the basis described in Note 1.

March 20, 2018
Vancouver, Canada
Chartered Professional Accountants
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Summary Financial Statements

				
Cash and cash equivalents

$

2017 		
19,538,847

2016

$

28,663,005

Investments		 101,582,863		

93,639,198

Loans		 536,063,814		 573,111,962
Property and equipment		

10,944,860		

11,386,880

Intangible assets		

1,438,510		

1,558,326

Deferred income tax asset		

654,925		

542,585

Other assets		

2,978,928		

3,012,050

			

$ 673,202,747

$ 711,914,006

Deposits

$ 600,190,563

$ 626,201,470

Secured and other		

28,903,570		

43,232,482

Payables and other liabilities		

4,747,494		

6,035,011

				 633,841,627		 675,468,963
Contributed surplus		

950,936		

950,936

AOCI			

457,783		

–

Retained earnings		

37,952,401		

35,494,107

			

$ 673,202,747

$ 711,914,006

Approved on behalf of the Board

Flora D’Angelo, Chair, Board of Directors

Kim Mushynsky Chair, Audit & Operational Risk Committee
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Consolidated Statement of Financial Position
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Consolidated Statement of Total
Comprehensive Income

				
Financial income

24,384,683

Financial expense		

8,057,076		

11,924,421

Financial margin		

13,437,187		

12,460,262

Provision for credit losses		

73,653		

196,255

Other income		

8,652,013		

9,878,924

Operating margin		

22,162,853		

22,535,441

Operating expenses		

19,356,646		

20,561,152

Income from operations		

2,806,207		

1,974,289

Distributions to members		

111,637		

85,067

Income before income taxes		

2,694,570		

1,889,222

Income taxes		

236,276		

340,304

$

21,494,263

2016

$

Total comprehensive income

$

2017 		

2,458,294

$

1,548,918
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Consolidated Statement of Changes in
Members’ Equity

			

			

Balance on December 31, 2015

Contributed		

Surplus		

Accumulated Other	Retained

Comprehensive Income	Earnings

950,936		

171,694		

33,945,189

Net earnings

–		

–		

1,548,918

Cash flow hedges

–		

-171,694		

–		

–

35,494,107

Available for-sale instruments

–		

457,783		

–

Net earnings

–		

–		

2,458,294

Balance on December 31, 2016

Balance on December 31, 2017

950,936		

950,936		

457,783		

37,952,401

Consolidated Statement of Cash Flows
				
Operating activities

$

2017 		
$

-54,823,595

-8,171,233		

35,803,998

Financing activities		 -14,328,912		

-22,059,248

Net increase (decrease) in cash resources		

-9,124,158		

-41,078,845

Cash resources, beginning of year		

28,663,005		

69,741,850

Cash resources, end of year

19,538,847

28,663,005

Investing activities		

$

13,375,987

2016

$

Note 1: Basis of preparation
The accompanying summarized consolidated financial statements have been prepared in accordance with
Section 128 (4) of the Financial Institutions Act and are derived from the complete audited consolidated financial
statements of Northern Savings Credit Union, prepared in accordance with International Financial Reporting
Standards (IFRS), as at and for the year ended December 31, 2017. Readers are cautioned that these summarized
consolidated financial statements do not include all the disclosures necessary for complete and fair presentation.
Complete audited consolidated financial statements for the year ended December 31, 2017, together with the
auditors’ report thereon, were authorized for issue by the Credit Union’s Board of Directors on March 20, 2018 and
can be obtained at any of our branches.
Members may obtain a free copy of the Financial Statements at any Northern Savings branch.
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LOCATIONS
Corporate Office
138 3rd Avenue West
Prince Rupert, BC

Personal & Business Financial Services, Financial Planning & Wellness
Masset Branch
1663 Main Street
Masset, BC

Prince Rupert Branch
138 3rd Avenue West
Prince Rupert, BC

Queen Charlotte Branch
110 Causeway Street
Queen Charlotte, BC

Terrace Branch
4660 Lazelle Avenue
Terrace, BC

Insurance Services
Masset
2001 Harrison Avenue
Masset, BC

Prince Rupert
138 3rd Avenue West
Prince Rupert, BC

Queen Charlotte
106 Causeway Street
Queen Charlotte, BC

Terrace
4660 Lazelle Avenue
Terrace, BC

www.northsave.com
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