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Live
The
Vision

This year’s annual report theme was inspired
by our employees. In 2018, we ran a staff
contest, where employees were asked to
showcase how they live Northern Savings’
vision of neighbours helping neighbours
to build sustainable communities; 20% of
employees participated. Queen Charlotte
employee, Erica Ryan-Gagne’s (Gidin Jaad),
submission demonstrates the significance
of community, the strength in working
together and the reliance we have on one
another, thus the purpose of why we exist.
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Neighbours helping neighbours to build
sustainable communities
Neighbours helping neighbours to build sustainable
communities is a natural part of life on Haida Gwaii.
This is our way of existing - helping each other succeed.
Our elders say and teach: “Gina ‘waadluuxan gud ad
kwagid ga”- everything depends on everything else.
We know this to be true in relation to ourselves,
relationships with others, the ocean, the land, all inhabitants
and the abundance it provides to sustain us. I live this
teaching in my everyday life with all things including work,
school, my children, friends, co-workers, relationships and
our membership.

I look forward to working with this team
each day. I watch my co-workers and
management team give, support, encourage,
and teach in all the ways they can to help
us to better assist members.

Northern Savings has played a role in my success as I strive
to balance all that the universe provides. My time at work
has allowed for me to make connections that have become
a supporting foundation to help me follow my dreams.
I look forward to working with this team each day. I watch
my co-workers and management team give, support,
encourage, and teach in all the ways they can to help us
to better assist members. While there may sometimes be
a lack of understanding from our membership about policy
and procedure that protects us from risk, we as a team
find solutions and alternatives, showing our membership
that we care.

“Neighbours helping neighbours” is in line with teachings
of Haida ways of living and Haida knowledge. Traditionally,
Haida people were successful when we worked together
as a whole rather than for the good of the individual. We
all play an important role in ensuring the success and
survival of the whole. We all have a role and responsibility
to fulfill. As a Member Service Representative, it is my
role to educate, problem solve, teach, and empower our
membership. Education is a healing and empowering tool
to support the success of those around us. Traditionally, in
Haida education, it is one’s own responsibility to share and
pass on knowledge to future generations. By supporting
each other as a whole we can be successful in our pursuits.
Chief Skidegate Lewis Collinson said in March 1966:
“People are like trees, and groups of people are like the
forests. While the forests are composed of many different
kinds of trees, these trees intertwine their roots so strongly
that it is impossible for the strongest winds which blow on
our islands to uproot the forest, for each tree strengthens its
neighbour, and their roots are inextricably intertwined. In the
same way the people of our Islands, composed of members
of nations and races from all over the world, are beginning
to intertwine their roots so strongly that no troubles will
affect them. Just as one tree standing alone would soon be
destroyed by the first strong wind which came along, so it is
impossible for any person, any family, or any community to
stand alone against the troubles of this world.”

The Northern Savings vison and goal to create sustainable
communities must start with building and establishing
relationships which can then create positive changes.
I witness relationship building, encouragement and
successful stories in our branch daily. I am a member
of Northern Savings Credit Union and a member of the
Northern Savings family, thanks to my co–workers; for
each of them I am grateful. Successful individuals create
successful families, successful families create successful
communities, and a success community is our vision and
we live the vision.
Erica Ryan-Gagne (Gidin Jaad)
Northern Savings Credit Union
Queen Charlotte, Member Service Representative

1. Terry Fox Run, Queen Charlotte Vaughan New and Jill Eldrid

5. Prince Rupert Literacy Fair - Nancy Edwards,
Toni Carlson and Meagan Blow

2. Give Donation - Chelsea Wolnowski presents to
Haida Gwaii SPCA

6. Terrace Food Bank - Grace Makowski, Claire Makowski,
Jutta Smeltzer and Nancy Reniero

3. Queen Charlotte Employee - Erica Ryan-Gagne

7. Northern Savings Insurance Queen Charlotte team

4. Bike to Work Week, Masset - Amanda Salmon
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Message from Board Chair and Interim President & CEO

Purpose

Purpose is the reason why something
exists. For Northern Savings, our purpose
is simple – we exist to provide trusted
financial services to our members. But
upon deeper reflection, Northern Savings
is ultimately here to help our members
become financially healthy, to provide our
neighbours with access to opportunities
like buying a home, sending their children
to college or university, or having a
comfortable retirement. Northern Savings
is here to ensure homes, families and
businesses are safe in times of need
and emergency. Undoubtedly, Northern
Savings is here to help build sustainable
communities in the North.

As we look back on 2018, it is evident that our purpose is being fulfilled in many ways. Northern Savings has worked
hard to achieve a healthy financial position; which will enable us to grow and prosper now and in the future.
Notable financial achievements include retail and commercial loan growth in Prince Rupert, Terrace and on Haida Gwaii
of 3.49%. This represents $14.02 million invested directly into our communities. To fund this growth, Northern Savings
grew its member deposits by $8.0 million or 1.45%. You will be pleased that your deposits are staying in your community
positively contributing to our economic well-being. The growth we achieved, an improved mix of lower cost demand
deposits, combined with ongoing growth of our Insurance and Wealth Management services, has enabled Northern
Savings to improve its operating income by $1.01 million or 39.29%. In addition, the forgoing has enabled your Credit
Union to improve Liquidity and Capital ratios which are 15.72% and 20.11% respectively. Both of these ratios are well
above regulatory and Board established minimums and are in the top quartile within the credit union system.
Our strong financial performance enabled us to provide both dividend and patronage to our membership in 2018,
which totalled more than $90,000. Dividends included 1% paid to Class A Shares and 2.75% to Class B Shares.
Based on the Credit Union’s earnings for the year, we were able to introduce the patronage program which provided
members with $25 or $50 based on their financial dealings with the Credit Union in 2017. Members were able to allocate
their money either to their own accounts or to donate their patronage to a pre-selected local not-for-profit organization.
Donations were matched by Northern Savings and over $17,000 was given back to local groups.
In 2018, we were proud to accept the Northern View’s Reader’s Choice Award in Prince Rupert in two areas: Best
Financial Services and Best Insurance Services – these accolades offer genuine tributes to the dedication, knowledge
and trusted member service that our team provides.
Our employees continue to provide their time and resources through their volunteerism – with over 3,100 volunteer hours
given to organizations and charities in Prince Rupert, Terrace and on Haida Gwaii.
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Our employees continue to provide their time and resources
through their volunteerism – with over 3,000 total volunteer hours
given to organizations and charities in Masset, Prince Rupert,
Queen Charlotte and Terrace throughout the year.

We continue to strengthen one of our most important
assets – our employees, and in 2018, we created a
continuous learning recognition program which is designed
to support our employees in their journey to attain job
related certification programs and to support continuous
learning. Over the course of the year, our dedicated team
participated in over 5,000 learning hours.
Our world is continuing to change at a rapid rate; we have
made strategic long-term investments to ensure we keep
up. In 2018, we implemented Interac Online payments
and flash-enabled debit cards. Further, we committed to
making changes to our MemberDirect Small Business
online banking platform, to enhancing our email money
transfer services, to reviewing our product and service
offerings, to adding the ability of applying for a loan
online, and to implementing a new online banking website.
To ensure we have the capabilities to move forward with
these projects, we have transformed our technology team,
adding more resources with a vast knowledge base.
Northern Savings remains a positive driver in our
communities and in 2018 we made substantial
commitments to Prince Rupert and Masset. In Prince
Rupert, we purchased the derelict building beside our
branch; known to Rupertites as the old DQ building. This
purchase provides an opportunity for the Credit Union to
work with the City of Prince Rupert’s Redesign Rupert and
to contribute to the enrichment and development of Prince
Rupert’s city core.
In Masset, we have finished work on our newly renovated
building, which allows our Northern Savings Insurance
team to join the financial services staff – creating synergies
between the teams and providing more accessible
services for our members and clients. The newly renovated
building has a more modern look and feel and provides
a member-friendly facility.

Throughout the year, we provided opportunities to help
our communities increase their financial knowledge, these
included: Burn Your Mortgage sessions, Executor seminars
and the Future of Work discussions.
In 2018, Northern Savings joined more than 2,700
companies from 60 countries and over 150 industries in
becoming a Certified B Corp. In order to achieve B Corp
status, an organization must achieve a minimum score of
80 on a rigorous assessment provided by B Lab and our
score came in at 103.8. Being a Certified B Corporation
means we meet high standards of performance; however,
it is much more than a stamp of approval. To maintain our
B Corp status, assessments must be completed every
three years and each assessment will provide us with a todo list for improvements. We invite you to learn more about
the B Corp movement by visiting page 9 of this report.
At Northern Savings, we challenge ourselves each and
every day to fulfill our purpose while living out our vision
of, neighbours helping neighbours to build sustainable
communities. We look forward to continuing to serve and
grow our membership, to being a positive driver in our
communities, and to assisting our members in achieving
financial wellness.

Mimmo Ciccone, Chair, Board of Directors

Bill Snell, Interim President & CEO
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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.
2018 Board of DIRECTORS

Mimmo Ciccone

Kim Mushynsky

Rodney Cox

Susan Crowley

Flora D’Angelo

Jamie Malthus

Trent Moraes

Erin Newton

Board Chair

Vice Chair

Iain Cullen

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 and CEO compensation.
We invite you to access the full report on our website at www.northsave.com.

6
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Management
Our strong 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 team works with the Board of Directors to develop the
Credit Union’s strategic direction; and then, sets a course of action to execute those strategic objectives.

Sarah Wright
Senior Manager, Risk &
Operational Services

Bill Snell
2018 Interim President
& CEO

Bimal Patel
VP, Finance

Stefan Delloch
Senior Manager, Retail
& Financial Planning
Services

Tony deViveiros
Regional Manager,
Business Services

Javier Lozano
Senior Manager,
Technology

Katie Bond
Manager, Learning
& Development

Leonora Ciccone
Manager, Northern
Savings Insurance,
Prince Rupert

Lareina Grosse
Manager,
Masset Branch

Heidi Harris
Governance Officer &
Corporate Secretary
to the Board

Leigh-Anne Magnusson Grace Makowski
Manager, Marketing &
Manager,
Communications
Terrace Branch

Santa Slubowski
Manager, Human
Resources

Janet Squire
Manager,
Financial Systems

Joanne Verissimo
Manager,
Operational Services
& Special Projects

Sherry McColl
Vaughan New
Insurance Manager &
Manager, Queen
Coordinator Commercial Charlotte Branch
Services, Terrace

Sheila West
Manager, Northern
Savings Insurance,
Haida Gwaii
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Our assessment score was 103.8.
The average score of assessments is 50.9 and
the minimum score to become certified is 80.
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Proud to be a Certified B Corporation®
Northern Savings became a Certified B
Corporation in 2018. Certified B Corps are
leaders of a global movement of people
using business as a force for good™.
They meet the highest standards of overall
social and environmental performance,
transparency and accountability and aspire
to use the power of business to solve social
and environmental problems.

Unlike traditional corporations, Certified
B Corporations are legally required to
consider the impact of their decisions
not only on their shareholders, but also
on their stakeholders (e.g., workers,
suppliers, community, consumers, and
the environment).

There are more than 2,700 Certified B
Corporations in over 150 industries and 60
countries with one unifying goal – to redefine
success in business.
How did Northern Savings become a Certified
B Corporation?
We completed a comprehensive assessment that
measured our stakeholder impact (workers, suppliers,
community, customers/members and the environment).
The minimum score to become a B Corp™ is 80 and
we scored 103.8 out of a possible 200 points.
Why did Northern Savings become a B Corp?
B Corp aligns with our vision statement of “neighbours
helping neighbours to build sustainable communities”.
We took the Assessment, as we wanted to start
measuring and managing our social and environmental
impacts in a more meaningful way.
Our B Corp Assessment provided us with a general
baseline, we are now able to continue to enhance our
impacts by setting clear goals and targets to become
an even more impactful business.

What does it mean to be a Certified B Corporation?
It’s like Fair Trade certification but for the whole business,
not just a bag of coffee or LEED certification, but not just
for a building.
Unlike traditional corporations, Certified B Corp are
legally required to consider the impact of their decisions
not only on their shareholders, but also on their
stakeholders (e.g., workers, suppliers, community,
consumers, and the environment).
Who can become Corp Certified?
Any business has the opportunity to become a Certified B
Corp; however, the first step is to take the Assessment.
The Assessment will walk you through a series of
questions to help you learn what it takes to build a
business that is more impactful for your stakeholders.
Our members, suppliers, and employees can feel proud
to be part of a forward-thinking organization that is
committed to making improvements.

9
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You may not change the
world with an act of kindness,
but it is possible to change
someone’s life.
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Creating Positive Impact in Our Communities
When Northern Savings is successful, we are able to
share back our profits with our members; in 2018 we
were pleased to provide both dividend and patronage
to our membership totaling over $90,000.
Over $42,000 in patronage refunds were provided to
members as a direct result of their business dealings
with Northern Savings in the previous year.
Members had the opportunity to deposit their patronage
into their Northern Savings accounts or to donate the
funds to local not-for-profit groups. Any donations made
were matched by the Credit Union. Of the patronage
claimed, 31% was donated by our members.
Thanks to the members of Northern Savings Credit Union,
the following ten organizations received donations totaling
close to $17,000:
•
•
•
•
•
•
•
•
•
•

Haida Gwaii Communities Society
Masset SPCA
Prince Rupert Special Events Society
Prince Rupert Wildlife Shelter
Food for All Food Bank
Queen Charlotte SPCA
Northern Animal Rescue Alliance
R.E.M. Theatre Alive Society
Terrace Hospice Society
Success by 6

A Serving of Kindness
On the fourth Saturday of each month, a team of four
Northern Savings staff work together to cook and serve
breakfast to those in need of a warm meal in Prince
Rupert. Our Senior Manager, Retail and Financial Planning
Services, Stefan Delloch, has organized this program on
behalf of Northern Savings for the past four years.
In total, our team has collectively served over 3,500 meals
since our partnership with the Salvation Army began. Our
staff’s commitment to this program has been tremendous
and we anticipate supporting this initiative well into the future.

You may not change the world with an act
of kindness, but it is possible to change
someone’s life. How we treat those most
vulnerable and in need of help, says a lot
about the character and moral fibre of our
team at Northern Savings.”
Stefan Delloch, Senior Manager,
Retail and Financial Planning Services

1. Prince Rupert – Alexie Stephens and Melissa
Verissimo, SPCA National Cupcake Day bake sale
2. Terrace – Liz Wade and Stella Peden present
a donation to the Terrace Hospice Society
3. Queen Charlotte – ALM Mural
4. Port Clements – Denise Collison and Toni-Lynn
Davidson at the Business Expo
5. Queen Charlotte – Vaughan New presents
a donation to Haida Gwaii SPCA
6. Terrace – Grace Makowski volunteering
at the Salvation Army Kettle
11

Member Events
In 2018 we offered member appreciation events as
a way to keep our members inspired and engaged
with Northern Savings.
• We hosted trade shows prior to our AGM and
Membership meetings, offering a venue for local
business members to set-up booths to display
their goods and promote their services
• We provided lunch and advice at four workplaces
during the RRSP season – where we had a food
truck deliver lunch to workers and our staff on-site
to answer investment questions
• Each of our four branches held a member
appreciation day on Credit Union day in October
• In Prince Rupert, we held the annual Terry Fox Run,
over 100 participants attended the event and we
partnered with local businesses to offer a hot lunch
and photo booth
• We hosted six learning sessions that provided
information on paying off your mortgage sooner,
preparing for end-of-life arrangements, and what
the future of work looks like

Let’s taco
bout it
Talking to loved ones about end-of-life arrangements
is difficult; however, these conversations are worth having.
Join us to taco-bout-it, bring your family and friends and enjoy some tacos!
Presented by Joan McAulay, Senior Estate & Trust Specialist from Concentra

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 2018, we were proud to give back in some of the
following ways:
• 3 charging stations donated to our local airports
• 12 youth recognized and awarded through our
WOW Kid program
• 8 bursaries provided to local students
• 10 financial learning sessions delivered
• 3,100+ volunteer hours through our G.I.V.E. (get
involved in volunteer experiences) program
• $200,000+ given back to our communities and
members through dividends, patronage appreciation
and donations

In October, we brought Joan McAulay, Senior
Estate & Trust Specialist from Concentra
Financial to Prince Rupert and Terrace to speak
at executor learning sessions. The sessions were
attended by more than 100 people. Participants
enjoyed some tacos and learned about why you
need a will, selecting an executor, and why a
power of attorney is important.

1. Thank you for voting us Best Insurance Services and Best
Financial Institution in Prince Rupert for the Northern
View’s Readers’ Choice Awards!
2. Masset Airport Charging Station
3. Aaron Grant, 2018 INSPIRE Bursary recipient
12
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1
Thanks for voting us Best Insurance
Services and Best Financial Institution
in Prince Rupert for the Northern View’s
Readers’ Choice Awards!

Live
With
Purpose

Jackie Touchet

2

3

13

2018 Highlights
Northern Savings continues its focus on providing financial solutions for our members.
Here are some of the highlights from 2018.
Lending

Financial Wellness

It is important to us that our members make educated
financial decisions based on need and financial wellness.
In 2018, we were pleased to provide learning sessions
in Prince Rupert and Terrace on the topic of mortgages.
These sessions saw a combined attendance of over
100 attendees. Presented by, Sean Cooper, who made
news headlines around the world when he paid off his
mortgage at 30 on a house he bought just three years
prior. Sean was able to share the secret to his success:
simple yet effective lifestyle changes that anyone—from
new buyers to experienced homeowners—can make to
pay down their mortgage sooner. Each attendee received
a copy of Sean’s book, Burn Your Mortgage and books
were also given out at local libraries and provided to
members who were unable to attend the sessions.

Northern Savings Financial Services performed above
the benchmark expected for a wealth subsidiary in the
credit union space, with further improvements expected
in 2019. The department saw plenty of strategic
change in 2018, which was orchestrated to provide a
robust product offering for our clients.

We created a new EnergySave Loan product which is
available to members who are looking to make energy
efficiency improvements to their homes.

Desjardins, Provincial Credit Union Centrals, and
CUMIS moved forward in 2018 to merge the
businesses of their subsidiaries, Credential, Qtrade
and NEI. This amalgamation created a major Canadian
wealth management firm, Aviso Wealth. The purpose
of the merger was to leverage the best practices and
strengths of all three companies, combine assets
and achieve greater economies of scale to be able
to provide an even more exceptional service offering
to credit unions and clients. Northern Savings Credit
Union is pleased to be partnered with Aviso Wealth as
our investment Dealer moving forward.
Our online self-brokerage platform Qtrade Investor,
offered through Avisio Wealth, once again was
recognized by MoneySense as one of Canada’s Best
Online Brokers 2018.
Northern Savings made the decision to migrate our
Financial Advisors from the MFDA platform to the IIROC
Platform. This change was initiated to increase the
breadth of products available to our financial planning
and wellness clients who will now have access to
exchange traded funds (ETFs), stocks, and bonds
(securities). We successfully transitioned our Prince
Rupert and Haida Gwaii operations and will be moving
forward with a full implementation for our Terrace office
in early 2019.

14
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Insurance
Our investment team
backed by our advisors,
Vida Carson and Jackie
Touchet, were pleased to
provide their clients with
products and services
to help them achieve
financial wellness.

The tsunami warning on January 23, 2018 on Haida Gwaii prompted our
insurance group to conduct research on coverage for earthquakes, tsunamis
and landslides. Our team was able to find a new product that lowers
earthquake deductibles to as low as $2,500 – much lower than previous
product offerings. To inform their clients about the product offering, our
insurance team provided inserts in every home renewal notice in 2018,
which outlined the importance of earthquake insurance. Additionally,
emergency preparedness information was available in all of our locations.

Vida Carson

Products & Services
We implemented Interac® Online – a secure and easy way to use your
debit accounts with us to pay for your purchases when you shop online.

Jackie Touchet

We changed our credit card supplier – We moved to Collabria Financial
for our credit card services. We thank our members for their patience during
this transition. We are pleased with our new suite of credit card products that
offer a variety of features and benefits including a robust rewards system and
a USD card option.
We upgraded all debit cards, providing Interac® Flash capabilities –
all debit cards were replaced with the latest Flash technology – allowing
members to pay for purchases $100 or less by tapping their cards.

15

Financial Reporting
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Summary of Financial Position and Results
In 2018, Northern Savings Credit Union continued the
strategic restructuring activities initiated in 2015. Your
Credit Union made further progress in focusing on local
communities by assisting our individual and business
members to achieve their financial goals.
Consolidated total assets of Northern Savings at December
31, 2018 were $623 million, which is a decrease of 7.4%
from 2017. 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 the communities we
serve by building our business with local members.
At December 31, 2018, loans were at $509 million and
accounted for approximately 81% 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 remained consistent with the prior year with the
impairment allowance of $3 million, and the nominal number
of loans identified as uncollectible remaining identical. Loans
with our local individual members increased by over $14
million during 2018, while the balance with customers in
Southern BC decreased by $41 million as planned.
The deposits from our members and customers decreased
in 2018 by $35 million. This reduction is mainly due to
decline in deposits held on account of discontinuing the
Deposit Agency business in Southern BC, as part of
refocusing our activities to Northern BC. The deposits from
our local members at December 31, 2018 was an increase
of $8 million, which was offset by a corresponding decrease
of $43 million in Deposit Agency deposits.

The long-term financial sustainability of the Credit Union
is demonstrated in the increase in net income achieved.
For the year ended December 31, 2018, the Credit Union
recorded a net income of $3.2 million – an improvement
over the $2.4 million net income that was recorded in 2017.
A key metric to the sustainability of the Credit Union is
reflected in the retained earnings which was $41.6 million
at December 31, 2018 - an increase from $37.9 million at
December 31, 2017.
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 20.11%. 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 as at December 31, 2018 of 15.7% 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
value, while achieving sustainable financial performance.

The Income Statement
Operating Income
Operating income, which includes financial margin and
other income, was steady - totalling $23.8 million in 2018
compared to $22.1 million in 2017. There was an increase in
income primarily as a result of the planned reduction in the
deposit portfolio in Southern BC.

OPERATING INCOME
25
20
Millions

We were pleased to make a substantial contribution
to the Wellness Gyáa’aang / Totem Pole at the
Xaayda Gwaay Ngaaysdll Naay - Haida Gwaii
Hospital and Health Centre. The Pole represents
healing, unity and a merging of traditional First
Nations and Western healing practices.

15
10
5
0
2016

2017

2018
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Financial margin is calculated as the difference between
interest and investment income earned on assets, and
interest expensed on deposits and other liabilities (including
borrowings). In 2018 our financial margin was $15.1 million,
which was an increase compared to the prior year’s
$13.4 million.

FINANCIAL MARGIN
20

Commercial loan fees contributed $430 thousand for the
year ($416 thousand in 2017) through participation in local
loans and loans with other BC credit unions (referred to as
syndicated loans).

Millions

15
10

We experienced an increase in service fee income - from
$2.2 million for the 2017 year to $2.4 million for the 2018
year. This reflects an increase in transaction volumes.

5
0

The insurance agency continues to show strong earnings
before taxes and management fees of $1.58 million ($1.5
million in 2017) and shows continual promise for the years
to come. One of the primary reasons for the improved
earnings in 2018 is the contingent commission of $381
thousand that was received by the insurance agency for
the high quality of insurance business written over the past
number of years – which resulted in a decline in the number
and dollar value of claims.

2016

2017

2018

Financial margin increased from prior year due to:
a) Interest rates began to rise after remaining at historically
low levels. The increasing rates are starting to ease the
interest rate compression incurred in prior years. The
interest rate compression in the past was due to loan
interest rates declining while interest rates on deposits
remaining flat - which reduced the Credit Union’s
interest rate spread.

Operating & Other Expenses
Operating expenses were $19.9 million for 2018, which
have slightly increased from $19.4 million in 2017. This is
due to the normal year-over-year increase attributable to
inflation within the economy.
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.

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

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 BC
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.

18
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20
15
Millions

c) Loan and deposit growth in our Northern branches
contributed additional financial margin.

OPERATING & OTHER EXPENSES
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2018 LOAN MIX

Net Income
The income from operations was $3.9 million in 2018
compared to $2.8 million in 2017. Refocusing on our core
business in our local communities has created a great return
for our members and employees, as well as added to the
financial strength of the Credit Union for the future.
The Board of Directors was able to declare a dividend
and patronage refund to the Credit Union’s member
shareholders and $99 thousand was approved for 2018.
After the dividend, patronage refund and income taxes,
the Credit Union has recorded net income for the year
of $3.2 million.

55%

18%
27%

Commercial

The Balance Sheet

Personal

Southern BC

2014 LOAN MIX

Loans
Member loans, net of allowances and accrued interest,
decreased by $27 million in 2018 due to the strategic
reduction of our Southern BC loans. The Northern BC
personal and commercial lending portfolios increased by
$14 million and the Southern BC portfolio declined by
$41 million, as planned. As a proportion of our Northern
BC loans at year-end our commercial lending represented
32% of the loan portfolio.
Of the total loan portfolio of $510 million at December
31, 2018:
•

55% are loans with individuals for mortgages,
consumer loans and lines of credit

•

27% are loans with business for mortgages, term
loans, construction, lines of credit

•

18% are consumer loans in Southern BC - 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

Beginning in 2018, the Credit Union is required to provide an
allowance for doubtful accounts to represent losses which
might be incurred on non-performing loans pursuant to
International Financial Reporting Standard 9 (IFRS 9).
IFRS 9 replaces the ‘incurred loss’ model under IAS 39
Financial Instruments with an Expected Credit Loss (ECL)
model. The new impairment model applies to amortized
cost of financial assets, debt investments at Fair Value
Through Other Comprehensive Income (FVOCI), off-balance
sheet loan commitments and financial guarantee contracts.
The new ECL model results in an allowance for credit losses
being recorded on financial assets regardless of whether
there has been an actual impairment. The ECL model
requires recognition of credit losses based on up to 12
months of expected losses for performing loans (Stage 1),
recognition of lifetime expected losses on performing loans
that have experienced a significant increase in credit risk
since origination (Stage 2) and credit impaired loans (Stage 3).
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Total deposits from our local individual and business
members ended the year at $561 million from last year’s
$553 million (up $8 million). During 2018 we continued
our strategy of exiting the Southern BC Deposit Agency
business by not renewing deposits as they matured.
As a result, we ended the year with a reduction in total
deposits of $35 million.

DEPOSIT MIX

At year end, our regulatory capital position was 20.11%,
which is a distinct improvement over prior year’s 18.2%.
Our regulator, the Financial Institutions Commission of
BC (FICOM), monitors 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 20.11% is well in excess of the
regulator’s requirements and provides for the security of
the Credit Union into the future.

MEMBER EQUITY AND CAPITAL
50
40
30
20

$ 42.6

Deposits and Borrowings

The net income after dividends and taxes of $3.2 million
increased the members’ equity (or reserve) position and
substantially improved the financial foundation of the
Credit Union.

$ 39.4

The allowance currently has a balance of $3.01 million
on the total portfolio of $511 million (before provision)
which represents 0.6%. The overall delinquency rate for
the Credit Union is currently 0.73% and improved from
last year’s level of 1.27%. 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).

Members’ equity was $42.6 million at the end of 2018,
compared to $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.

$ 36.4

The task involved gaining familiarity with the IFRS 9
software platform, as well as preparing and analyzing
loan and lines of credit data extracts in a relatively
short period of time. As a result, Northern Savings is
compliant with IFRS 9.

Members’ Equity and Capital

Millions

To comply with IFRS 9 calculation requirements for
Expected Credit Loss, your Credit Union subscribed to
Central 1’s software platform. The data extracts were
prepared, uploaded and ECL was calculated, which was
acceptable to our auditors.

2016

2017

2018

10

35%

Chequing & Savings
Registered Plans

13%
43%

Non-Registered Terms
Tax Free Savings Plans

9%

Securitized borrowings at December 31, 2018 were
$14.2 million compared to prior year’s $28.9 million.
This will continue to 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.
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In 2018, management of the Credit Union continued
its use of the methodology called Internal Capital
Adequacy Assessment Process (ICAAP) to be
proactive in ensuring that the level of capital is enough
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 2018.

Risk Management
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,
ensures 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, as well
as 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, cyber security
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. These are
independent of management and report to the Board’s
Audit & Operational Risk Committee.

The 2019 business plan continues to build on the results
of the restructuring effort from 2015 to 2018. 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 invested in capital facilities and
equipment to offer our products and services more
effectively. We invested over $1.3 million in expanding
and renovating our branch located in Masset - which
now houses our insurance services business. The Credit
Union is also investing over $1.6 million to implement new
technology tools to allow members and employees to
engage in seamless account opening and loan granting
procedures to achieve efficient completion of the process
and decisions.
The 2019 business plan continues with the strategic
initiatives identified in earlier years:
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.

2019 Outlook
Looking ahead to 2019, the strategic changes
implemented by Northern Savings in 2015 produced
fully satisfactory results in 2016, 2017 and 2018 as
demonstrated by the improved earnings and capital
position of the Credit Union. The plan to reach 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.
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Report of the Independent Auditor on
the Summarized Consolidated Financial Statements
To the Members of Northern Savings Credit Union
Opinion
The summarized consolidated financial statements of Northern Savings Credit Union (the Credit Union), which comprise:
• the summarized consolidated statement of financial position as at December 31, 2018
• the summarized consolidated statement of income and retained earnings for the year then ended
• and related notes
are derived from the audited consolidated financial statements of Northern Savings Credit Union as at and for the year
ended December 31, 2018.
In our opinion, the accompanying summarized consolidated financial statements are consistent, in all material respects,
with the audited consolidated financial statements, in accordance with the criteria disclosed in Note 1 in the summarized
consolidated financial statements.
Summarized Consolidated Financial Statements
The summarized consolidated financial statements do not contain all the disclosures required by International Financial
Reporting Standards. Reading summarized consolidated financial statements and the auditors’ report thereon, therefore,
is not a substitute for reading the Credit Union’s audited consolidated financial statements and the auditors’ report
thereon.
The summarized consolidated financial statements and the audited consolidated financial statements do not reflect the
effects of events that occurred subsequent to the date of our report on the audited consolidated financial statements.
Management’s Responsibility for the Summarized Consolidated Financial Statements
Management is responsible for the preparation of the summarized consolidated financial statements in accordance with
the criteria disclosed in Note 1 in the summarized consolidated financial statements.
Auditors’ Responsibility
Our responsibility is to express an opinion on whether the summarized consolidated financial statements are consistent,
in all material respects, the audited consolidated financial statements based on our procedures, which were conducted in
accordance with Canadian Auditing Standards 810, Engagements to Report on Summary Financial Statements.

Chartered Professional Accountants
Vancouver, Canada
February 28, 2019
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Summarized Consolidated Statement of Financial Position
December 31, 2018, with comparative information for 2017

				

2018 		

2017

Assets
Cash and cash equivalents

$

$

19,538,847

84,773,777 		

101,582,863

Loans 		 508,850,718 		

536,063,814

Investments 		

11,514,595

Property and equipment 		

12,751,244 		

10,944,860

Intangible assets 		

1,543,289 		

1,438,510

Deferred income tax asset 		

395,655 		

654,925

Other assets 		

3,619,004 		

2,978,928

			

$ 623,448,282

$

673,202,747

$ 563,268,123

Liabilities and Members’ Equity
Deposits

$

600,190,563

Secured and other borrowings 		

14,177,905 		

28,903,570

Payables and other liabilities 		

3,397,489 		

4,747,494

				580,843,517 		 633,841,627
Contributed surplus 		

950,936 		

950,936

Accumulated other comprehensive income 		

– 		

457,783

Retained earnings 		

41,653,829 		

37,952,401

				 42,604,765 		 39,361,120
			

$ 623,448,282

$

673,202,747

See accompanying note to the summarized consolidated financial statements
Approved on behalf of the Board:

Mimmo Ciccone, Chair, Board of Directors

Flora D’Angelo, Chair, Audit & Operational Risk Committee
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Summarized Consolidated Statement of Income
Year ended December 31, 2018, with comparative information for 2017

				
Financial income

21,494,263

Financial expense 		

6,487,414 		

8,057,076

Financial margin 		

15,108,663 		

13,437,187

Provision (recovery) for credit losses 		

6,352 		

(73,653)

Other income 		

8,719,459 		

8,652,013

Operating margin 		

23,821,770 		

22,162,853

Operating expenses 		

19,954,048 		

19,356,646

Income from operations 		

3,867,722 		

2,806,207

Distributions to members 		

96,259 		

111,637

Income before income taxes 		

3,771,463 		

2,694,570

Income taxes 		

527,818 		

236,276

$

See accompanying note to the summarized consolidated financial statements
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21,596,077

2017

$

Total income

$

2018 		

3,243,645

$

2,458,294

Summarized Consolidated Statement of Changes in Members’ Equity
Year ended December 31, 2018, with comparative information for 2017

			

Contributed		

			

Surplus		

Balance, December 31, 2016

$

950,936

Accumulated Other

Retained

Comprehensive Income

Earnings

$

–

$

35,494,107

Net income 		

– 		

– 		

2,458,294

Available-for-sale financial instruments 		

– 		

457,783 		

–

Balance, December 31, 2017 		

950,936 		

457,783 		

37,952,401

Impact of adopting IFRS 9 		

– 		

(457,783) 		

457,783

Net income 		
Balance, December 31, 2018

$

– 		
950,936

– 		

$

–

3,243,645

$

41,653,829

2018 		

2017

See accompanying note to the summarized consolidated financial statements

Summarized Consolidated Statement of Cash Flows
				
Operating activities

$

(7,466,544)

$

13,375,987

Investing activities 		

14,167,957 		

(8,171,233)

Financing activities 		

(14,725,665) 		

(14,328,912)

Decrease in cash and cash equivalents 		

(8,024,252) 		

(9,124,158)

Cash and cash equivalents, beginning of year 		

19,538,847 		

28,663,005

Cash and cash equivalents, end of year

11,514,595

19,538,847

$

$

See accompanying note to the summarized consolidated financial statements
Note 1: Basis of preparation
These 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, 2018. 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, 2018, together with the auditors’ report thereon, were authorized
for issue by the Credit Union’s Board of Directors on February 28, 2019 and can be obtained at any of the Credit
Union’s branches.
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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
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Masset
1663 Main Street
Masset, BC

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

Queen Charlotte
106 Causeway Street
Queen Charlotte, BC

Terrace Branch
4660 Lazelle Avenue
Terrace, BC
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