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REPORT TO OUR MEMBERS
Kawartha’s Board and management are pleased to report on
our significant accomplishments and operating results from
2019. We will also discuss what you can expect from Kawartha
over the coming year, with reference to our strategic plan.
Without question last year was challenging, and at the same
time fulfilling. The full impact of our computer system upgrade
was felt by members and staff alike and we worked hard
throughout the year to learn the new systems more fully and
adjust to make it easier to do business with us. One example of
this progress was the consolidation and simplified reporting of
members’ holdings of Class B Affinity Shares. This was a major
undertaking enabled by our new systems and done in response
to member feedback.
Kawartha Credit Union’s purpose is to assist our members in
achieving financial success. Our strategy is to provide members
with the advice and information they need to meet their
financial goals. From our most recent member survey, 77% of
members are focused on getting the best advice, and 75% agree
that they can count on Kawartha to provide it. We are proud
of the high-quality advice provided by our knowledgeable
employees and we strive to continually improve. Through
ongoing professional development, many hold designations
in their area of expertise, with 21 employees achieving
accreditation in 2019. To help put that knowledge into action

we introduced Advisory training as a demonstration of our
commitment to continuous improvement. Our Advisory branch
model is designed to improve members’ experience, with all
business conducted in a private setting. Through member
feedback, we have heard both compliments and areas of the
experience we still need to improve – including the perception
that the new model is slower. We are dedicated to refining
the model and in 2019 we introduced new software to enable
members to pre-book meetings with an advisor of their choice
directly from our website. This appointment booking software
also enables better management of branch resources, allowing
us to serve members as efficiently as possible. In addition, two
new roles were introduced to the Advisory model branches to
focus on making our members’ branch experience as convenient,
productive and enjoyable as possible.

77% of members are focused on getting the
best advice, and 75% agree that they can
count on Kawartha to provide it.
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Improvements to three branches began in 2019. In
Napanee, we deployed our Mobile Solutions Centre
while the branch was demolished and rebuilt. We
offer sincere thanks to our Napanee members and
staff for your patience during the construction period.
The mobile unit attracted considerable attention and
we welcomed 122 new Napanee members during
the disruption of construction. In Cornwall, the new
larger branch is also more conveniently located at
420 Ninth Street West. Both branches opened in
early 2020. In Kingston, construction of a new branch
commenced at the Riverview Shopping Centre on
Highway 15. This branch is slated to open in the
second half of 2020 and will improve our coverage
of the city.

For over a decade Kawartha has been
committed to employee engagement
and we are proud to have been designated
a Best Employer for seven of those years.

For over a decade Kawartha has been committed to
employee engagement and we are proud to have
been designated a Best Employer for seven of those
years. Given the degree of change introduced in 2019,
employee engagement saw an anticipated decline
and we are undertaking a number of initiatives to
return to previous levels. The Board of Directors and
management have expressed our heartfelt gratitude
to all employees for the professional manner in which
they navigated the past year. Please see the Employee
Engagement Report on page 14.
At Kawartha protecting the security and privacy
of our members’ and employees’ confidential
information and money has long been critically
important to us. We have invested considerable
time and financial resources to ensure that your
information and accounts are safe and secure. For
example, in 2019 we introduced the requirement for
stronger passwords for access to online and mobile
banking, made enhancements to our network and
system security, and engaged the services of a leading
global cybersecurity firm. Additionally, all employees
receive ongoing security training and we complete a
number of testing activities on a regular basis.

Mobile Solutions Centre
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BRANCHES RENOVATED
CORNWALL & NAPANEE

3

OPERATING RESULTS
Kawartha provided members with almost 4,000 new
consumer loans totaling over $250 million in
the past year. Risk in the consumer credit portfolios
continues to be low. Consumer loan and mortgage
delinquency are at historically low levels. Commercial
credit originations were strong at over $100 million.
Risk in the commercial credit portfolios, while
inherently higher than residential mortgages, is also
low. Commercial write-offs in 2019 were on par with
the lowest level in the past five years and there is only
one impaired commercial credit at the end of the year.
We launched a High Interest Savings Account at the
beginning of 2019; another benefit of the new systems.
A new wealth management strategy was written in
2019 and we began to execute on it in earnest. Growth
in our wealth management portfolios, excluding
market value appreciation, was over 8%, rising to 21%
including market value movement.

Kawartha employs a comprehensive enterprise risk
management program. We regularly assess and
quantify the risks to which the company is exposed
and compare them to Board approved risk tolerances
with quarterly reporting to the Board of Directors. The
Board also approves the overall risk appetite statement.
Structural risk is dynamically managed using shortterm and long-term metrics and we employ financial
derivatives to reduce interest rate and exchange rate
risk as necessary. We measure and manage liquidity
risk using current best practices and measure capital
using lightly modified “Basel III” principles. Annually
we complete an internal capital adequacy assessment
process (ICAAP), tested by a variety of stresses, to ensure
the company is prudently capitalized. Operational
risk continues to be a developing capability and was
bolstered in 2019 by the development of a new Business
Continuity Plan and I.T. Governance processes following
the significant computer system upgrade made in
late 2018. During 2019 key risk metrics remained in
compliance with Board approved and regulatory limits.

4,000

NEW CONSUMER
LOANS

8

%

GROWTH
IN WEALTH MANAGEMENT
PORTFOLIOS
(excluding market movement)
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FINANCIAL RESULTS
The amount of business our members do with
Kawartha is one of our primary measures of success.
Overall, we saw an 8% increase in 2019, to $68,750
per member. Membership growth exceeded plan in
2019, which speaks to the strength of the Kawartha
brand given the amount of change the company
has undergone. Our share of the national consumer
market increased by 3%.
In 2019, total assets grew by $78 million or 5% to
end the year at $1.74 billion. Growth came from
members’ loans up 4% and members’ deposits up 9%,
improving our deposit to loan ratio for the second
consecutive year as planned. Loan growth was led by
residential mortgages, up $65 million or 6%, while the
commercial credit portfolio declined $8 million due
to an unplanned volume of pre-payments. Deposit
growth came from demand deposits up $27 million
or 7% and term deposits up $87 million or 9%.
Throughout 2019, Kawartha maintained its healthy
financial position with regulatory capital and liquidity
both well in excess of statutory and Board policy
requirements.
Profitability softened in 2019 due to two principal
factors: increased competition leading to financial
margin compression and increased overhead resulting
primarily from the significant investments in

information systems made in 2018. While lending
and demand deposit rates remained relatively
unchanged through 2019, term deposit rates increased
considerably. The financial margin benefit from
growth in the portfolios was offset by this interest
rate compression, resulting in no net change in dollar
terms. Operating costs increased by 8% overall,
reflecting a 6% increase in salary and benefit costs and
a doubling of information systems costs. Technology
related investments are a long-term investment to
prepare the credit union for the continued trend
to more digital services and ongoing strengthening
of our cybersecurity posture. Operating income
decreased $2.5 million or 30% to $5.7 million or 0.33%
of average assets (2018 – $8.2 million or 0.51%). This
provided a pre-tax return on average equity of 5.1%
and supported the approval of a 5% dividend on Class
A Investment Shares and a 4% dividend on Class B
Affinity Shares, paid in early 2020.
During 2019 Kawartha distributed over $1 million to
our members in the form of Affinity Shares; our profitsharing program. Cumulatively, we have returned
$15.8 million of profits to our members during the
12 years this program has been in place. It is one of
the reasons why Kawartha is different and better
than our competitors. The more business you do with
Kawartha, the bigger your share of the profits.

Overall in 2019 we saw an 8% increase in the amount of business
our members do with Kawartha.

ASSETS UP
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FUTURE PLANS
The financial services industry globally is in the midst of
a digital transformation. While North America is lagging
other jurisdictions, the Canadian payments system is in a
multi-year modernization process that will support new
digital services and the Federal Department of Finance
recently released a report on Open Banking recommending
the development of a framework to be implemented
within the next two years. Kawartha is embracing these
developments. In the coming year we will be working
to upgrade our online and mobile banking system with
the objective of providing a great user experience and
ultimately taking advantage of the modernized payments
system and open banking framework to offer exciting new
products and services.
In early 2020 we launched our first artificial intelligence
enabled service – a “chatbot” dubbed KC – to provide
automated responses to member inquiries around the
clock. Initially KC is limited to responding to general
information inquiries, and we have plans to add account
inquiry and transaction capabilities as KC learns.
We will also be implementing palm scanners throughout
our branch network in 2020 for added convenience and
security. Initial pilots of this technology have been wellreceived by members.
To further enhance our advisory offering, we will launch a
full financial planning capability. Financial planning is a key
ingredient to fulfilling our promise to support the financial

success of our members and is in direct response to member
focus groups who told us of the anxiety of not knowing
how or if they will achieve their financial and life goals.
In 2020 we will return to plans for the deployment of the
Mobile Solution Centre in its intended purpose: serving
smaller, underserved communities. Development of a
comprehensive mobile strategy to guide this
effort is currently underway and we look forward to
bringing the Kawartha experience to new communities.
In closing, we have an aggressive agenda for 2020, guided
by our strategic plan. We are eager to act on these and
other initiatives to help our members achieve financial
success, to help our employees advance in their careers, and
to make a positive impact on the communities we serve.
On behalf of the Board of Directors and management, we
thank our members for displaying confidence in Kawartha
by bringing us more business, and for trusting in us to help
you reach your financial goals. We also extend our sincere
gratitude to our employees for your dedication to our
members’ success and consequently Kawartha’s.
Respectfully submitted,

Harvey Spry,
Chair of the Board of
Directors

Robert Wellstood,
Chief Executive Officer
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REPORT FROM THE GOVERNANCE COMMITTEE
The Governance Committee is a Board committee
composed of four Directors and is responsible
for 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:

•

Providing oversight for the implementation of
succession planning for Board Chair, Vice-chair and
Committee Chair positions.

•

Monitored Directors’ compliance with the
mandatory education program and sponsored
three training days for all Directors, on Human
Resources Governance, Board Governance and the
Evolving Technology Landscape and Demonstrating
Strategic Thinking. Additionally, ensured Directors
received annual training on residential mortgage
securitization, anti-money laundering, privacy
legislation and accessibility standards.

•

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 Director competency
requirements.

a. Corporate governance
b. Board and committee composition
c. Director education, knowledge, skills and abilities
The Governance Committee met four times in 2019.
Key activities included:
•

Providing oversight of the Board, Committee
and Individual Director self-assessment process,
analyzed results and recommended direction to the
Nominating Committee on skill gaps to be filled in
2020.

•

Providing oversight of a new Director Peer
Assessment process.

•

Reviewed and recommended improvements to the
role descriptions for Directors, Board Chair, Board
Vice-chair and Committee Chairs.

Respectfully submitted,

Paul Ayotte, Committee Chair
Committee Members: Gerard Byrne, Jeff Carter, Dave Standen
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REPORT FROM THE AUDIT COMMITTEE
The Audit Committee’s primary function is to assist the
Board of Directors fulfill its oversight responsibilities related
to the adequacy and effectiveness of the preparation
and presentation of annual financial statements and
regulatory reporting. It does this by reviewing the financial
information and reporting processes including the risks and
controls related to those processes which management has
established. These financial statements are audited annually
by independent professional external auditors and are subject
to review by the Audit Committee who meet directly with the
external auditors.
The Audit Committee also assists the Board of Directors
fulfill its risk management oversight responsibilities. It does
this by overseeing the effective operation of the financial
and operational risk management functions of Kawartha
Credit Union and reviewing risk management reporting for
reasonableness and compliance with policy limits.
The Audit Committee is comprised of four directors and has
a mandate that includes, but is not limited to, all of the tasks
specified for Audit Committees in the Credit Unions and
Caisse Populaires Act, 1994 and the associated regulations.
The Audit Committee met six times during the 2019 fiscal
year to complete its responsibilities including:
•

Review the financial statements and results of the year
end audit with the external auditor;

•

Review the performance of the external auditor and their
proposed engagement letter;

•

Review the performance of the internal audit activities
and the resulting reports;

•

Ensure that regulatory filings were submitted on time;

•

Review results of regulatory and other third-party
examinations and oversee resulting actions;

•

Review the Credit Union’s policies, procedures, and
controls for legislative compliance;

•

Review quarterly enterprise risk management reports and
recommend same to the Board;

•

Recommend risk appetite and risk tolerance limits to the
Board;

•

Monitor the adherence of Directors, Officers, and
employees with the Credit Union’s policies and code of
conduct;

•

Review outstanding legal issues;

•

Complete a self-assessment on the effectiveness of the
Committee.

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,

Nancy Herr, Committee Chair
Committee: Harry Stoddart, Mary Claire Moher, Allison Chenier
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REPORT FROM THE INDEPENDENT AUDITORS
To the Members of Kawartha Credit Union Limited
Opinion
The summary financial statements, which comprise the
summary statement of financial position as at December
31, 2019 and the summary statement of comprehensive
income for the year then ended (the “Summary Financial
Statements”), are derived from the audited financial
statements of Kawartha Credit Union Limited (the “Credit
Union”) for the year ended December 31, 2019.

The Audited Financial Statements
We expressed an unmodified audit opinion on the audited
financial statements in our report dated
February 25, 2020.

In our opinion, the accompanying summary financial
statements are a fair summary of the financial statements.

Management’s Responsibility for the Summary
Financial Statements
Management is responsible for the preparation of the
Summary Financial Statements based on the audited
financial statements of Kawartha Credit Union Limited for
the year ended December 31, 2019.

Summary Financial Statements
The Summary Financial Statements do not contain all the
disclosures required by International Financial Reporting
Standards. Reading the Summary Financial statements and
the auditor’s report thereon, therefore, is not a substitute
for reading the Credit Union’s audited financial statements
and the auditor’s report thereon.

Auditor’s Responsibility
Our responsibility is to express an opinion on whether the
summary financial statements are a fair summary of the
audited financial statements based on our procedures,
which were conducted in accordance with Canadian
Auditing Standard (CAS) 810, Engagements to Report on
Summary Financial Statements.

Chartered Professional Accountants, Licensed Public Accountants
Peterborough, Ontario
March 5, 2020
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SUMMARY STATEMENT OF FINANCIAL POSITION
For the year ended December 31
2019
2018
(thousands of Canadian dollars)			
Assets			
Cash resources
$
15,328
$
19,673
Liquidity deposits
104,820
98,933
Investments
8,349
8,145
Derivative financial instruments
635
633
Loans to members
1,565,210
1,501,730
Other assets
7,555
9,235
Property and equipment
23,874
24,525
Right-of-use assets
15,459
$ 1,741,320
$ 1,662,874
Liabilities			
Term loans
12,000
26,000
Member deposits
1,443,107
1,328,067
Accounts payable and accrued liabilities
6,605
4,590
Derivative financial instruments
677
285
Securitized mortgages under administration
144,676
188,662
Members’ shares
1,201
1,184
Employee future benefits
5,518
5,299
Lease liabilities
15,762
Approved by the Board:
1,629,546
1,554,087
Members’ Equity 			
Class A Investment Shares
40,340
40,340
Class B Investment Shares
14,573
13,751
Contributed surplus
558
503
Board Chair
Retained earnings
56,050
53,915
Accumulated other comprehensive income
253
278
111,774
108,787
$ 1,741,320
$ 1,662,874
Audit Committee Chair
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SUMMARY STATEMENT OF COMPREHENSIVE INCOME
For the year ended December 31
2019
2018
(thousands of Canadian dollars)			
Financial Revenue			
Interest on loans to members
$ 57,672
$ 53,707
Investment income
1,854
1,585
59,526
55,292
Financial Expense			
Interest on deposits
22,785
18,105
Interest on borrowings
292
853
23,077
18,958
Finanical margin
36,449
36,334
Other income
9,514
9,150
45,963
45,484
Operating Expenses			
Salaries and employee benefits
24,610
23,213
Loan loss expense
49
1,175
Occupancy
4,491
4,406
Banking costs
831
893
Other expenses
3,663
3,384
Information systems cost
4,096
1,992
Deposit insurance
1,175
1,083
Promotion
1,112
952
Directors’ expenses
247
223
40,274
37,321
Operating income
5,689
8,163
Gain (loss) on sale of investments
(17)
5
Patronage distributions
(1,028)
(1,082)
Income before income taxes
4,644
7,086
Income tax expense
(101)
849
		
Net income
4,745
6,237
		
Other Comprehensive Income		
Actuarial loss on remeasurement of
(25)
defined benefit non-pension plans			
Comprehensive Income

$

4,720

$

6,237
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COMMUNITY INVOLVEMENT PROGRAM
Kawartha Credit Union exists to support
the financial success and well-being of our
members and the communities we serve, and
one of our core values is care for others. To
date, our Community Involvement Program
has disbursed over $2.7 million in funding
to important causes. We are committed to
making an impact in our branch communities,
and that’s why you will likely see our
dedicated employees volunteering their time
and talents to assist a variety of initiatives and
causes where we live and work.

department who have made the most
significant impact in their community,
exhibited team spirit, and upheld Kawartha’s
purpose and values through their
volunteerism. In 2019, the recipients of this
award were the South River and Brockville
branches.
At Kawartha Credit Union we know that
involvement in our communities leads to
long-lasting partnerships and enhances the
quality of life. Helping others be successful
is critically important to us, and our efforts
and donations create opportunities for
everyone. What better way to show that
Kawartha cares?

We recognize the efforts of our employees
through our Community Commitment Award
which is presented to the branch or

312,0 0 0

Community Giving By Region

$

to our branch
communities and the
causes that matter most
to our members.

STAFF
FUNDRAISING
INITIATIVES

EMPLOYEE CASUAL
WEAR FRIDAYS

00
14,0

$24,500
Youth

Northern
$6,486
Central$24,500
$54,150

61,000

215,000

$

CORPORATE
COMMUNITY
INVOLVEMENT
PROGRAM

Youth

Education

Community Giving By Region
Healthcare

$

$

Healthcare
Northern

0
22,00

$312,000

IN-KIND PRODUCT
DONATIONS & PRIZES

$

In 2019, we donated

Central

$54,150

$25,805

$6,486Environment$5,050
TOTAL

Education

$5,050
$25,805
$15,500

Eastern
$40,550
Eastern $40,550
$17,550 $17,550
$13,575

$784
$36,820
$15,500
$9,350 $104,805

$13,575
$1,700
$73,375

Environment

TOTAL

$784

$36,820

$9,350 $104,805
$1,700

$73,375

Northern Region: Bancroft, Coe Hill, Bracebridge, South River, Burk’s Falls, Parry Sound, Huntsville
Central Region:
Peterborough,
Lindsay, Cobourg,
Kinmount,
Keene, Little Britain
Northern
Region:
Bancroft,
Coe Hill,
Bracebridge,
South River, Burk’s Falls, Parry Sound, Huntsville
Eastern Region: Trenton, Napanee, Kingston, Brockville and Cornwall

Central Region: Peterborough, Lindsay, Cobourg, Kinmount, Keene, Little Britain
Eastern Region: Trenton, Napanee, Kingston, Brockville and Cornwall
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2019 RECOGNITION AWARDS

Employee engagement is an integral component of
Kawartha’s strategic direction.
The last two years have been years of great
change and innovation at Kawartha. Change
is necessary for our credit union to grow, but it
is not always easy for our employees. Prior to
implementing our new computer system in 2018
we were advised that employee engagement
levels would decrease somewhat and in 2019 our
scores did in fact decline as anticipated. What
hasn’t changed is our strategic direction and our
focus on people – both members and employees.

learning for our employees (via technology).
While these investments are essential, we
understand it is equally important that our
employees have a positive and supportive
environment to work in. This includes their
physical space, the people they work with,
and our workplace practices that impact fair
and competitive compensation, benefits,
advancement opportunities and performance
coaching.

We continue to invest in our employees and
make them a priority. This investment not only
benefits them, but also our members. We focus
on the areas that matter to our employees, such
as training and learning opportunities, career
development, and excellent benefit packages.
We built a new training facility at our head
office which provides both in-house and remote

Above all, Kawartha genuinely cares about
our employees. We encourage communication
throughout the company, and we have an opendoor policy. We have worked hard for over a
decade to strengthen engagement so that we
can pursue our purpose with pride: helping our
members achieve their financial goals.

BRANCH AWARDS
Highest Overall Growth %
Kinmount
Highest Overall Growth $
Chemong
Community Commitment
Brockville and South River
100% Club
Napanee and Kinmount

INDIVIDUAL AWARDS
Glen Davies Award
Mandy Williams, Advisor Support
Extra Mile Award
Alex McPhee, Cornwall
Erin Morgan, Peterborough
Shanna Callahan, Kingston
Manager of the Year Award
Kristy DiMarco, Contact Centre

Computer Lab

Training and Innovation Centre
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OUR BRANCH COMMUNITIES

Bancroft • Bracebridge • Brockville • Burk’s Falls • Cobourg • Coe Hill • Cornwall • Huntsville • Keene • Kingston
Kinmount • Lindsay • Little Britain • Napanee • Parry Sound • Peterborough • South River • Trenton

