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In 2017, Kawartha Credit Union
celebrates our 65th Anniversary.
Together we have grown our credit
union into a profitable contender
in the financial services sector.
We owe our continued success to
the loyalty of our members and we
thank you for your support. We
look forward to serving you with
excellence for many years to come.
~ Rob Wellstood,
Chief Executive Officer
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REPORT TO OUR

Members
On February 29, 1952 Cangeco (Peterborough) Credit Union was formed by a

competitively priced, easy to use products, services and methods of banking. While

committed group of people who believed there was a need for a better way of

we offer technology similar to our competitors, our emphasis is on personal service,

doing banking. Each decade since has marked progress with change. In the Sixties

which is our strength and how we best add value for members.

the credit union built its first office and moved out of the General Electric plant.
In the Seventies an equally committed group foresaw the need to expand to a
community bond of association and changed the name to Kawartha Credit Union
to signify that the credit union was open to everyone. The Eighties brought rapid
growth with additional branches and expansion to Lindsay. The Nineties saw a focus
on financial stability, in addition to technology advancements enabling new ways
of banking such as debit, automated telephone and online. The new millennium
started with acquisitions adding branches and expanding the territory followed by
strong growth despite the financial crisis and recession. In the current decade we
completed a significant merger with Unity Savings, further expanding our branch
network and adapting to ultra-low interest rates.
As Kawartha Credit Union celebrates our 65th anniversary, we ask ourselves what

For that reason, over the past year we devoted significant time and resources to
improving how we deliver personal service in our branches. Following a successful
test at our Hunter Street, Peterborough branch we started to implement our new
branch design, which offers members accessibility, convenience and a private
office setting in which to transact all of their financial business. It is designed to
provide members greater opportunity to have confidential conversations with our
knowledgeable employees about their financial goals, questions and needs. The
new design also includes in-branch self-serve technology for those who want to use
it and where the facilities permit, a drive-through ATM. Our Kingston Downtown
branch opened at the beginning of 2016 and the Brockville branch relocated and
opened in April; both in the new design. Members have responded enthusiastically,
with all three branches in our Top 5 in terms of growth in business per member.

it will take to ensure our continued growth and success for another 65 years.
Following the national trend, consolidation through mergers within the Ontario
credit union sector continues with just 101 credit unions operating at last count,
down from 1200 in 1977. Your Board has considered the options and is determined
that Kawartha will remain an independent credit union.
How does a small firm ensure its long term prosperity in a marketplace dominated
by large, successful competitors and new entrants determined to cherry-pick the
profitable business? By developing a sound strategic plan based on those things
at which we can excel, then executing with an obsessive focus.

Our goal is to improve the financial well-being of our
members. That was the purpose for which Kawartha
was started in 1952 and is just as relevant today.
We announced the relocation of our original Monaghan Road branch to the west
end of Peterborough, scheduled for April 2017. It will also be in the new design.
Monaghan Road was Kawartha’s first branch, and as such this is an emotional
change for many members and staff. However, our analysis is clear and we have had

Our goal is to improve the financial well-being of our members. That was the

positive feedback from many members. Additionally, plans are in place to refurbish

purpose for which Kawartha was started in 1952 and is just as relevant today. In our

and expand the Lansdowne Place branch in Peterborough, the Bayridge branch in

2016 member survey a slim majority expressed the view that Kawartha helps them

Kingston and the Cornwall branch; all to the new design. These branches will be ren-

make better financial decisions and they are better off because they deal with our

ovated in 2017 with additional branches in our network following in 2018 and 2019.

credit union. While that is motivating, we clearly have room for improvement with
almost half our members.

The other significant project in 2016 was the review and overhaul of our chequing
accounts and flat fee packages. Based on extensive analysis and market comparison,

We accomplish this by providing expert advice and values-based personal service

the redesigned packages were geared to remote transactions such as online and

to help our members reach their financial goals. We provide a full range of

mobile banking. Based on our member survey, three-quarters of our members visit

3

a branch at most twice a month and over a third of members only a few times a year.

which is “one of the highest scores we have seen” in the words of our consultants.

Most changes have been well received, and we experienced 19% annualized growth

Research indicates engagement is more highly correlated with business results than

in our personal chequing and savings accounts after the changes were made.

our previous measure of member satisfaction.

Providing expert advice and exceptional personal service requires knowledgeable

In 2016, total assets under management grew by $131 million or 11% to end the year

employees who share our vision and service orientation. Training and development

at $1.36 billion. Growth was fairly balanced, with members’ loans up 10% and mem-

remains a critical component. In 2016, 23 employees obtained professional

bers’ deposits growing 9%, with the difference funded by mortgage securitization.

accreditations in their area of expertise, another 18 participated in employee

Loan growth was led by residential mortgages, up 14% and chequing and savings

development opportunities and 196 pursued continuing education. Virtually all

account growth was excellent at 15% in 2016. The total consumer lending portfolios

Member Service Representatives have completed accreditation, enabling them to

grew by $92 million or 11%. Commercial lending growth was $20 million or 8%, with

provide advice to members on a number of products, and the first step to preparing

an additional $12 million increase in the pipeline of approved loans yet to be dis-

them for advanced advisory roles.

bursed. Deposit growth was the same as 2015 at $97 million. Once again, Kawartha

Results

maintained its healthy financial position with regulatory capital well in excess of

One of our primary measures of success is the amount of business our members do
with Kawartha. Overall, the amount of business our members have with Kawartha
increased by 10% in 2016, to $50,800 per member, largely as planned. Consequently
we increased our total market share by 3.9% overall and our share of the mortgage
market by over 8%.
A new measure in 2016 is how our members feel about our credit union. Working
with experts in measuring customer engagement, we completed an extensive member survey early in 2016, resulting in an initial member engagement score of 77.2

Times have changed, with technology offering new,
more convenient methods of banking, but our focus
has not. We believe, and the facts reinforce, that
there is still a need for values-based personal service
with sound advice to help members achieve financial
success.
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statutory and Board policy requirements.
Profitability held steady in 2016, and exceeded budget. Interest rates declined in
early 2016, limiting financial revenue growth and depressing our financial margin
which increased by only 3%. Operating costs increased by 4%, reflecting expenditures on strategic initiatives and modest inflationary pressure. Operating income
plus changes in fair values of investments totalled $5.5 million or 0.42% of average
assets (2015: $5.5 million or 0.45%). This provided a pre-tax return on average
equity of 6.5%, and supported the approval of a 5% dividend on Class A Investment
Shares and a 3% dividend on Class B Affinity Shares, paid in early 2017.
During 2016 Kawartha distributed $1.0 million to our members in the form of
Affinity Shares – our profit sharing program. Cumulatively, we have distributed
$12.0 million of profits back to our members during the nine years this program
has been in place. This is an ongoing program with distributions to members every
year, subject to financial constraints. The more business you do with Kawartha, the
bigger your share.

In Closing

Chief Compliance Officer, Chief Privacy Officer and as the primary liaison with

Significant anniversaries are a time for reflection. We honour and respect the
leaders who came before, who made difficult decisions and took bold action to set
the foundation for Kawartha’s prosperity. We thank our members for displaying

our regulators. He introduced Kawartha to a number of new processes including
enterprise risk management, the Internal Capital Adequacy Assessment Process,
Anti-money Laundering and Privacy Compliance.

confidence by bringing more of their business to Kawartha, and for relying on us

Julian shaped the Accounting, Product Support, Administration, Internal Audit

to help them reach their financial goals. On behalf of the Board of Directors and

and Facilities functions into the strong support departments they are today.

Senior Management Team, we extend our sincere thanks to our employees for your

Many employees benefitted from the time he took to share his knowledge

dedication to our members’ success and as a result Kawartha’s. Together we have

and mentor their career development. At the management level, his strong

grown our credit union into a profitable contender in the financial services sector.

vison for Kawartha has made a

Times have changed, with technology offering new, more convenient methods of

significant contribution to setting

banking, but our focus has not. We believe, and the facts reinforce, that there is

our strategic direction. We can

still a need for values-based personal service with sound advice to help members

attribute much of our success to

achieve financial success. We look forward to helping our members reach their

Julian’s intriguing ability to think

financial goals for many years to come.

both innovatively and practically.
Julian is also recognized for his
expertise outside of our credit

Respectfully submitted,

union. He has served on a number
of advisory committees for the
Deposit Insurance Corporation
of Ontario. He was asked to be on the Steering Committee for the new ERM
curriculum for CUSOURCE and in 2016 he participated as a panelist at Central 1’s

Michael Minicola				Robert Wellstood
Chair of the Board of Directors		

Chief Executive Officer

Treasury Conference. He is well respected by his peers in the credit union system.
The legacy Julian leaves at Kawartha is certainly one of which he can be proud:
meticulous and impactful work with an extraordinary work ethic, high integrity,

Julian Sellers’ Retirement

impeccable attention to detail, supportive and generous mentoring, and a
wonderful sense of humour.

Kawartha’s Chief Financial Officer, Julian Sellers, will retire from Kawartha in

He is looking forward to spending more time in the Sauble Beach area with

the Spring of 2017 after 15 years of service. Under Julian’s guidance Kawartha

his wife Susan, his four sons, grandchildren and many friends. On behalf

experienced some of our most profitable years, growing our assets under

of Kawartha’s Board, Management and employees, we thank Julian for his

administration from $250 million to $1.4 billion. In addition to his substantial

unparalleled contributions to our credit union and for his unwavering support and

responsibilities as CFO, Julian acted as our principal Risk Management Officer,

loyalty. Our very best wishes for a long, enjoyable and well-deserved retirement.
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Board of Directors

Mike Minicola

Chair of the Boar d

Carl Silvestri

Veronica Nelson

Harvey Spry

Dave Standen

Ken Stickle

A udi t C o m m i t tee C h a i r

G o ve r n a n c e C o m m i t tee
Chair

No mi na ti ng C o mmi ttee
C ha i r

Corporate Secretary

Janice James

Earl Robbins

Nancy Herr

Lloyd Churchill

Bev Carty

Crystal Dayman

Cheryl Pearce

Senior Management

Robert Wellstood

6

C h i e f E xe c u t ive
Off icer

Paul Ayotte

Vice Chair and Human
Resources Committee Chair

Julian Sellers

C hie f F inanc ial
O f f ic e r

Jennifer Mowry

V i c e P r es i den t , Hum a n
R es o ur c es

V ice P resident, Marketing &
Cor porate Communications

V i ce P r es i d ent,
C o ns ume r C r ed i t

REPORT FROM THE

REPORT FROM THE

Governance Committee Audit Committee
The Governance Committee is charged with assisting the Board in providing the
best governance possible for Kawartha Credit Union. It fulfils this responsibility
by making recommendations to create, promote and enhance policies and
programs for:
a. Corporate governance
b. Board and committee composition
c. Director education, knowledge, skills and abilities

The Audit Committee’s function is to assist the Board of Directors fulfill its
oversight responsibilities. It does this by reviewing the financial information and
reporting processes including the risks and controls related to those processes
which management and the Board have established.

The Governance Committee met five times in 2016. Key activities included:
1. Provided oversight for the Board, Committee and Individual Director selfassessment process, analyzed results and recommended direction to the
Nominating Committee on skill gaps to be filled in 2017.
2. Monitored Directors’ compliance with the mandatory education program.
3. Sponsored two full-day training sessions for all Directors.
4. Reviewed and made a recommendation to the Board regarding the adequacy
of Director remuneration.
5. Completed the annual review of all Governance policies and recommended
improvements to the Board.
6. Reviewed and recommended improvements to the orientation program for
new Directors.

The Audit Committee met five times during the 2016 fiscal year to complete its
responsibilities. Key activities included:

Respectfully submitted,

The Audit Committee is comprised of four directors and has a mandate that
includes all of the tasks specified for Audit Committees in the Credit Unions and
Caisse Populaires Act, 1994 and the associated regulations.

• Review the financial statements and results of the year end audit with the
external auditor;
• Review the performance of the Auditors and their proposed engagement
letter.
• Ensure that regulatory filings were submitted on time;
• Review the Credit Union’s policies, procedures, and controls for legislative
compliance;
• Review the disaster recovery plan;
• Monitor the adherence of Directors, Officers, and employees with the Credit
Union’s policies and code of conduct;
• Review outstanding legal issues;
• Review accounting issues;
• Review risk management issues;

Dave Standen, Committee Chair
Committee: Bev Carty, Lloyd Churchill, Janice James

• Review internal audit activities; and
• Complete a self-assessment on the effectiveness of the Committee and take
the necessary steps to ensure effectiveness.
Management has implemented all Committee recommendations and there are
no matters which the Committee believes should be reported to the members or
which are required to be disclosed pursuant to the Act or the regulations.
Respectfully submitted,

Harvey Spry, Committee Chair
Committee: Paul Ayotte, Nancy Herr, Carl Silvestri
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REPORT FROM THE

Independent Auditors
To the Members of Kawartha Credit Union Limited

Auditor’s Responsibility

Report on the Summary Financial Statements

Our responsibility is to express an opinion on the Summary Financial Statements

The accompanying summary financial statements, which comprise the summary

based on our procedures, which were conducted in accordance with Canadian

statement of financial position as at December 31, 2016 and the summary

Audit Standards (CAS) 810, ‘Engagements to Report on Summary Financial

statement of comprehensive income for the year then ended (the “Summary

Statements’.

Financial Statements”), are derived from the audited financial statements of

Opinion

Kawartha Credit Union Limited for the year ended December 31, 2016. We
expressed an unmodified audit opinion on those financial statements in our
report dated February 22, 2017.
The Summary Financial Statements do not contain all disclosures required by

In our opinion, the Summary Financial Statements derived from the audited
financial statements of Kawartha Credit Union Limited for the year ended
December 31, 20l6 are a fair summary of those financial statements.

International Financial Reporting Standards. Reading the Summary Financial
Statements, therefore, is not a substitute for reading the audited financial
statements of Kawartha Credit Union Limited.

Management’s Responsibility for the Summary Financial
Statements
Management is responsible for the preparation of Summary Financial Statements
based on the audited financial statements of Kawartha Credit Union Limited for
the year ended December 31, 2016.
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Chartered Professional Accountants, Licensed Public Accountants
Peterborough, Ontario
February 22, 2017

S u m m a ry State me nt of Fi nanci al Posi ti on
December 31		

2016		

2015

$

29,152		

$19,814

Liquidity deposits 		

80,062		

72,677

Investments 		

9,784		

9,635

(thousands of Canadian dollars)

Assets
Cash resources

Derivative financial instruments 		

1,021		

1,173

Loans to members 		

1,215,474		

1,101,434

Other assets 		

7,500		

8,896

Property and equipment 		

17,688		

15,585

$ 1,360,681

$

1,229,214

		

Liabilities
Term loans

$

18,000

Member deposits 		

$

1,125,959		

4,000

1,029,131

Accounts payable and accrued liabilities 		

3,074		

3,918

Derivative financial instruments 		

1,777		

1,918

Securitized mortgages under administration 		

134,103		

87,430

Members’ shares 		

1,191		

1,181

Employee future benefits 		

4,930		

3,727

Approved by the Board:

		1,275,034		 1,145,305
		

Members’ Equity
Class A Investment Shares 		

25,782		

25,830

Class B Affinity Shares 		

12,030		

11,200

Contributed surplus		

382		

350

Retained earnings 		

46,967		

44,765

Accumulated other comprehensive income 		

486		

1,764

Chair of the Board

Director

		85,647		 83,909
$ 1,360,681

$

1,229,214

Please see full financial statements
for accompanying notes.
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S um m ary State me nt of Com p rehensi ve I ncom e
For the year ended December 31		
(thousands of Canadian dollars)
Financial Revenue
Interest on loans to members
$
Investment income		

2016		

2015

44,971
$
1,122		

43,990
1,183

		46,093		 45,173
Financial Expense
Interest on deposits 		
Interest on borrowings		

15,507		
219		

15,319
377

		 15,726		15,696
Financial Margin		30,367		29,477
Other Income		7,476		7,021
		 37,843		36,498
Operating Expenses
Salaries and employee benefits		
17,992		
17,171
Loan loss expense 		
720		
1,119
Occupancy		4,529		4,203
Banking costs		
847		
701
Other expenses 		
3,505		
3,455
Information systems costs		
2,507		
2,281
Deposit insurance		
720		
675
Promotion		1,338		 1,351
Directors’ expenses 		
212		
194
		32,370		 31,150
Operating Income		5,473		5,348
Increase in fair value of investments		
Patronage distributions		

39		
(887)		

119
(986)

Income before income taxes		
Income tax expense 		

4,625		
615		

4,481
277

Net Income 		

4,010		

4,204

Other comprehensive income
Actuarial loss on remeasurement of
defined benefit non‑pension plans 		

(1,028)		

-

Unrealized gains (losses) on financial derivatives
designated as cash flow hedges 		

(250)		

412

Comprehensive income
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$

2,732

$

4,616

Community Involvement Program
One of our corporate commitments is to improve the quality of life in the
communities we serve. Our Community Involvement Program is proof that we
take this commitment seriously. As a co-operative financial institution, our credit
union gives back a portion of our profits, and to date, we have disbursed over
$2 million in funding to causes that make a difference in the lives of our members
and our branch communities. In 2016, we contributed $200,000 (5% of after tax
earnings) to over 50 causes that fall under the pillars of healthcare, youth and
education, environment, and community support and development.
As illustrated in the chart below, Kawartha’s 2016 Community Involvement
Program distributed $200,000 in corporate donations. Through a combination
of employee fundraising and in-kind donations, $51,000 in ancillary funds were
given to a variety of causes.

Each year we award our Community
Commitment Award to the branch or
department who have made the most
significant impact in their community,
exhibited team spirit, and upheld
Kawartha’s purpose and values through
their involvement in various initiatives.
In 2016, the award was presented to the
Napanee Branch. Congratulations to
the Napanee branch and to all branches
and departments for their dedication,
teamwork, visibility in our communities,
and for the example they set.
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Employee Engagement
Investing In Our Employees For Our Members
We know our employees are critical to not only Kawartha’s success but
also that of our members. Therefore, we make a conscious effort to
be a best employer by investing in them. In 2016, 23 of our employees
became accredited professionals, 18 expanded their knowledge and
skills through employee development opportunities, and 41 received
promotions. Ultimately we are happy to tell our membership that we
invest in all of our employees to ensure you receive expert advice in
the friendly, professional manner you deserve.

Employee Engagement
Being repeatedly recognized as a Best Employer and having high
employee engagement is an essential component of our strategy.
Each year, we participate in the Best Small and Medium Employers
in Canada Survey which measures the engagement of our employees
and the four components to being a Best Employer: engagement,
performance culture, leadership and employment brand. We take our
employees’ feedback very seriously and we use their comments in our action
plans to improve the employee and member experience.

Recognition Awards for 2016

Three behaviours categorize engaged employees: they say positive things about

BRANCH AWARDS

our organization, they want to stay with us, and they strive to put forth their

Highest Overall Growth % – Hunter

best effort each day to make Kawartha and its members successful. The winning

Highest Overall Growth $ – Chemong

combination of our “say, stay, strive” model

Community Commitment Award – Napanee

and our culture makes Kawartha unique in

INDIVIDUAL AWARDS

our approach to financial service and advice.
Engaged employees are more productive, and
they are motivated to provide an outstanding
service experience for our members. It is this
synergy that empowers us to achieve our
purpose of supporting the financial success and
well-being of our members and the communities
we serve.
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Manager of the Year Award – Michelle Finley
Extra Mile Award
• Derek Junkin
• Stacey Mackey
• Katie Whitefield
Glen Davies Award – Stefanie Dimarco
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O U R B R A N C H CO M M U N I T I E S :
Bancroft • Bracebridge • Brockville • Burk’s Falls • Cobourg
Coe Hill • Cornwall • Emsdale • Huntsville • Keene • Kingston
Kinmount • Lindsay • Little Britain • Magnetawan • Napanee
Parry Sound • Peterborough • South River • Trenton

w w w. k awa r t h a c u. co m

