Annual Report 2017

Do you know someone who is looking for a
better way of banking?
If you like what we
do, tell your friends
and family about
us! Each month, six
members win $100
each in our Circle
of Friends Member
Referral Program.
It’s our way of
saying “thank you!”
for your referral.

We can help.
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REPORT TO OUR

Members
2017 was Kawartha’s 65th anniversary and while we celebrated that historical

•

To get more feedback from members in a convenient, efficient way, we

milestone, we maintained a strong focus on the future. The financial services needs

participated in a pilot project which automatically emailed short surveys to

and expectations of our members are constantly changing and in this report we will

members after specific transactions. Based on the insights gleaned from

explain how we are preparing to provide new ways of banking while maintaining
values-based service excellence. But first, we are pleased to provide an overview of

member responses, we are continuing this process on a permanent basis.
•

last year’s accomplishments and financial results.

To improve convenience and access to credit for our small business members,
we introduced a new Flex Financing suite of products which generated over
half a million dollars of new business in the first three months.

2017 was a very good year for Kawartha, with strong growth, profitability ahead of

•

plan and an increasing number of new members joining.

To better understand how well Kawartha is known in our markets we completed
our bi-annual brand survey which guides our marketing and communication
efforts. We are pleased with the improvement in our brand recognition in our

Kawartha’s Board of Directors and employees believe that our continued success
rests in maintaining our devotion to member service excellence – making a

newer markets.
•

To improve our ability to deliver new products and services in the future, we

positive impact on our members’ lives through proactive, needs-based advice and

completed a selection process for a new core banking system and the contract

financial solutions. This means really understanding what our members need and

was finalized at the end of the year – more on page 4.

want, by having more meaningful conversations, listening carefully and providing
professional advice to help members set and reach their financial goals. We

Kawartha is committed to being a Best Employer because it leads to improved

completed a number of strategic initiatives, all aimed at improving our performance

business results: engaged employees lead to engaged members. Kawartha was

in helping members succeed:

thrilled to receive the prestigious Platinum Best Employer designation this year,

•

To educate members we made significant changes to our website, providing

which was based on the June, 2017 employee survey results. Being a Best Employer

new financial information for every life stage in an easy-to-use format.

means that we have a commitment to continuous improvement and we strive to

To improve convenience we enhanced our mobile banking service, launching

stay in the Platinum category in the future.

•

a new app with Deposit Anywhere, giving members the ability to deposit
cheques to their account simply by taking a picture of it. Since the launch of
the service, members have deposited hundreds of cheques using this app,
which saves them time and provides access to their money sooner.
•

To improve privacy and in order to have more meaningful conversations with
members, we continued to invest heavily in renovating our branches to a
model where all service is provided in private offices. Three more branches
were renovated in 2017: Rockhaven Centre and Lansdowne Place Mall – both
in Peterborough, and the Bayridge Centre in Kingston. Members’ feedback has
been positive and they have rewarded Kawartha with increased business.
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Kawartha was thrilled to receive the prestigious
Platinum Best Employer designation this year.

Operating results
During 2017 Kawartha provided members with 5,150 new consumer loans totaling
$281 million; a record for Kawartha and $17 million above target. The favourable
credit environment also saw a significant reduction in consumer loan losses, which is
of course good news for members and for Kawartha. Member investments in mutual
funds and securities grew over $38 million or 23%, due in part to the increased
resources and capabilities we have put against this area of the business in the last
three years. Investment advice is a strategic priority for Kawartha as we seek to help
members improve their financial success and prepare for retirement. Supporting our
members’ financial success also means helping them save with deposit products
that combine flexibility with great rates and peace of mind. An example of this
is our convertible term deposit, which offers members a bonus rate for 3 years
with the option to renegotiate if rates increase. We also rejuvenated our 5-year
Ratebuilder, which offers the flexibility of redeeming early on each anniversary of
the deposit date.

Financial results
The amount of business our members do with Kawartha is one of our primary
measures of success. Overall, we saw an increase of 15% in 2017, to $58,600 per
member. Consequently we increased our consumer market share by 5% and our

or 7%. Deposit growth was steady with the previous two years at $97 million. Once
again, Kawartha maintained its healthy financial position with regulatory capital well
in excess of statutory and Board policy requirements.
Profitability improved in 2017, and exceeded budget. Interest rates increased
modestly in the second half of 2017, resulting in a slight improvement in our
financial margin which increased by 7%, before dividends. Operating costs increased
by 6%, reflecting continued expenditures on strategic initiatives and modest
inflationary pressure. Operating income plus changes in fair values of investments
increased $1.4 million or 25% to $6.9 million or 0.48% of average assets (2016 - $5.5
million or 0.42%). This provided a pre-tax return on average equity of 7.3%, 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 2018.

The amount of business our members do with
Kawartha is one of our primary measures of
success. Overall, we saw an increase of 15% in
2017, to $58,600 per member.

share of the commercial market by 12%. Our strongest market share gains were in

During 2017 Kawartha distributed $0.9 million to our members in the form of

consumer demand deposits at 8%, residential mortgages at 10%, commercial term

Affinity Shares; our profit sharing program. Cumulatively, we have distributed $12.9

deposits at 22% and commercial loans at 13%.

million of profits back to our members during the ten years this program has been
in place. This is an ongoing program with distributions to members every year,

In 2017, total assets grew by $190 million or 14% to end the year at $1.55 billion.

subject to financial constraints. The more business you do with Kawartha, the bigger

Growth came from members’ loans up 14% and members’ deposits up 9%, with

your share.

the difference funded by borrowings and the Class A Investment Share offering
completed in early 2017. Loan growth was led by residential mortgages, up $118
million or 15%, followed by commercial lending up $60 million or 21%. Deposit
growth came from chequing and savings accounts up $35 million or 11%, nonregistered term deposits up $37 million or 8% and registered savings up $26 million
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Future Plans
The financial services industry is changing as consumers (members and nonmembers alike) seek quicker, more convenient access to their money through
self-serve digital technology. As noted earlier, Kawartha is investing heavily in new
technology to support the innovation of new products and services to meet current

2017 was a very good year for Kawartha, with
strong growth, profitability ahead of plan and
an increasing number of new members joining.

and future demands. This will enable Kawartha to remain relevant and competitive

We are taking steps on many fronts to ensure your credit union’s sustainable

in the rapidly evolving financial services environment.

future, with significant investments to improve our ability to meet and exceed your
expectations.

Kawartha will be replacing our core banking system in 2018. This is a piece of
technology that is largely invisible to members, but critical to the operation of the

As always, on behalf of the Board of Directors and management, we thank our

credit union and our ability to bring new products and services to our members.

members for displaying confidence in us by bringing more business to Kawartha,

Members will see benefits as a result of this upgrade, some immediate and some

and for relying on us to help them reach their financial goals. We also extend our

over time, but they will also see a number of changes. As we proceed through

sincere gratitude to our employees for your dedication to our members’ success and

the conversion to the new system we will communicate early about impending

consequently Kawartha’s.

changes and we will provide information to help you prepare. Please watch for more
information from us in the months ahead.

We look forward to helping our members reach their financial goals for many years
to come.

We are also investing in branches and redesigning them with a focus on advice
because we believe there will always be a place for in-person service during

Respectfully submitted,

important stages of a member’s life.
As we make these changes, our members are at the centre of our thinking. Our goal
is to make a positive impact on their lives through proactive, needs-based advice
and financial solutions. The added privacy and comfort of our new branches is

Michael Minicola				Robert Wellstood

designed to support the types of conversations that allow us to deliver on that goal.

Chair of the Board of Directors		

In closing, these are exciting times at Kawartha. The business is growing; we are
attracting new members and we are winning more business from existing members.
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Chief Executive Officer
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Board of Directors

Mike Minicola

Chair of the Board

Veronica Nelson

Harvey Spry

Dave Standen

Earl Robbins

Paul Ayotte

Vice Chair and Human
Resources Committee Chair

Audit Committee Chair

Gover nance Committee
Chair

Nominating Committee
Chair

Corporate Secretary

Gerard Byrne

Ken Stickle

Nancy Herr

Robert Lake

Bev Carty

Carl Silvestri

Senior Management

Robert Wellstood
Chie f Executive
Off icer
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John Finnie

Chie f Operating Off icer

Mark Oakes

Chie f Financial Off icer

Brad Best

Vice P resident,
Information Systems

Jennifer Mowry

V ice P resident, Human
Resources

Cheryl Pearce

V ice P resident, Consumer
and Commercial Lending

Crystal Dayman

V ice P resident, Marketing
and Cor porate
Communications

REPORT FROM THE

REPORT FROM THE

Governance Committee Audit Committee
The Governance Committee is charged with assisting the Board in providing
appropriate governance for Kawartha Credit Union. It fulfils this responsibility by
making recommendations to create, promote, monitor 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 four times in 2017. Key activities included:
• 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 2018.
• Monitored Directors’ compliance with the mandatory education program and
sponsored two full-day training sessions for all Directors.
• Reviewed and made a recommendation to the Board regarding the adequacy
of Director remuneration.
• Completed the annual review of all Governance policies and recommended
improvements to the Board relative to in-camera meetings and use of a
consent agenda.

The Audit Committee met six times during the 2017 fiscal year to complete its
responsibilities including one meeting where management shared the IFRS 9
approach being taken. Key activities included:

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;

Respectfully submitted,

• Review outstanding legal issues;
• Review accounting issues;
• Review risk management issues;

Dave Standen, Committee Chair
Committee Members: Paul Ayotte, Bev Carty, Ken Stickle

• 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: Nancy Herr, Robert Lake, 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, 2017 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

Opinion

of Kawartha Credit Union Limited for the year ended December 31, 2017. We
expressed an unmodified audit opinion on those financial statements in our
report dated February 27, 2018.
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, 20l7 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, 2017.
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Chartered Professional Accountants, Licensed Public Accountants
Peterborough, Ontario
February 27, 2018

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

2017		

2016

(thousands of Canadian dollars)		

Assets		
Cash resources

$

32,162

$

29,152

Liquidity deposits

91,041

80,062

Investments

8,093

9,784

742

1,021

Derivative financial instruments
Loans to members

1,390,413		

Other assets
Property and equipment		

1,215,474

8,731

7,500

19,197

17,688

$ 1,550,379

$

1,360,681

Liabilities		
Term loans

$

Member deposits		
Accounts payable and accrued liabilities

58,000

$

4,000

1,223,273		

1,125,959

4,323

Derviative financial instruments
Securitized mortgages under administration

3,074

2,233

1,777

152,170

134,103

Members’ shares		

1,176

1,191

Employee future benefits

5,113

4,930

1,446,288

1,275,034

		

Approved by the Board:

Members’ Equity		
Class A Investment Shares
Class B Affinity Shares
Contributed surplus
Retained earnings
Accumulated other comprehensive income
		

40,340

25,782

12,864

12,030

434

382

50,175

46,967

278

486

104,091

85,647

$ 1,550,379

$

1,360,681

Chair of the Board

Director
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		

2017		

47,384
$
1,366		

2016

44,971						
1,122

		
48,750		
46,093						
Financial Expense								
Interest on deposits		
15,828		
15,507						
Interest on borrowings
391		
219
		

16,219		

15,726						

							
Financial Margin
32,531
30,367						
Other income		
8,693
7,476						
		
41,224
37,843						
Operating Expenses								
Salaries and employee benefits		
22,009
20,405						
Loan loss expense
714		
720						
Occupancy
3,981
3,863						
Banking costs
781
847						
Other expenses
3,133
2,972						
Information systems costs		
1,792		
1,573						
Deposit insurance		
756
720						
Promotion
911		
1,058						
Directors’ expenses
216
212						
		

34,293

32,370						

Operating Income		

6,931		

5,473						

Increase in fair value of investments
Patronage distributions

(7)
(969)		

39						
(887)						

Income before income taxes
Income tax expense		

5,955
1,078

4,625						
615						

Net Income

4,877

4,010						

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
(208)
(250)						
						
Comprehensive Income
$
4,669
$
2,732						
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Community Involvement Program
Employee
Fund Raising:
$45,000

Kawartha Credit Union exists to support the financial success and well-being
of our members and the communities we serve. To date, our Community
Involvement Program has disbursed over $2 million in funding to important
causes and in 2017, we contributed $200,000 (4.1% of 2017 after tax
earnings) to over 65 causes that fall under the pillars of healthcare, youth
and education, environment and community support and development.
As illustrated in the chart at right, in addition to $200,000 in corporate
donations, $69,000 in ancillary funding was provided to a variety of causes
as a result of employee fundraising, casual wear contributions, and in-kind
donations.
Each year, our Community Commitment Award is presented 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 2017, the recipients of the award were the
dedicated employees of our South River branch.

Employee
Casual Wear:
$14,000

Community
Involvement
Program:
$200,000

In-Kind
Donations:
$10,000
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Employee Engagement
Investing in our people
Our employees play a critical role in ensuring the financial success and well-being
of our members and the communities we serve. For this reason, we invest heavily in
training our employees to deliver knowledgeable advice and exceptional service. In
2017, 85 employees continued their post-secondary education to upgrade their skills
and knowledge; of these employees 36 became accredited professionals.
As a result of excellent performance, 62 employees were promoted into new
roles and 19 employees were chosen to assume advanced opportunities through
Kawartha’s Employee Development Program. Training creates strong performers
who in turn provide top notch service for our members.

The importance of engagement
Each year we participate in the Best Small and Medium Employers in Canada survey
which measures the engagement of our employees. There are four components
to being a best employer: engagement, performance culture, leadership and
employment brand. Kawartha has been repeatedly recognized as a best employer,
and we are very proud that this year Kawartha was one of 22 companies who
achieved platinum status, the highest status awarded.
Our engagement strategy
is to ensure our employees
say positive things about our
company, want to stay and grow
with us and they strive to go the
extra mile for their co-workers
and for our members. It is the

BRANCH AWARDS
Highest Overall Growth % – Hunter Street, 		
Peterborough
Highest Overall Growth $ – Lindsay
100% Club – Bancroft

“say, stay and strive” philosophy

INDIVIDUAL AWARDS

that makes Kawartha unique

Manager of the Year Award – Bob Brown

to the financial services

Extra Mile Award

industry. Engaged employees

• Nadine Stevenson

are more productive and they

• Doreen Tullio

are motivated to provide an

• Carla Lowry

outstanding experience for our

Glen Davies Award – Carol Pabisz

members.
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Recognition Awards for 2017
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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

