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Financial statements of

HEALTH CARE CREDIT UNION LIMITED
September 30, 2020

INDEPENDENT AUDITOR'S REPORT
To the Members of

HEALTH CARE CREDIT UNION LIMITED
Opinion
We have audited the financial statements of Health Care Credit Union Limited ("the Credit Union"), which comprise
the statement of financial position as at September 30, 2020 and the statements of comprehensive income and
members' equity and cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Credit Union as at September 30, 2020, and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards.
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Credit Union in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Canada, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.
Information Other than the Financial Statements and Auditor’s Report thereon
Management is responsible for the other information. The other information comprises the information, other than
the financial statements and our auditor's report thereon, in the Annual Performance Report.
Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
We obtained the Annual Performance Report prior to the date of this auditor's report. If, based on the work we have
performed on this other information, we conclude that there is a material misstatement of this other information, we
are required to report that fact in this auditor's report. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.
In preparing the financial statements, management is responsible for assessing the Credit Union’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Credit Union or to cease operations, or has no
realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Credit Union’s financial reporting process.
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Auditor's Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:


Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.



Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Credit Union’s internal control.



Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.



Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast doubt on the Credit Union’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Credit Union to cease to continue as a going concern.



Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit

TORONTO, Ontario
November 25, 2020

Licensed Public Accountants
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HEALTH CARE CREDIT UNION LIMITED
Statement of Financial Position
As at September 30

2020

2019
(note 23)

Assets
Cash (note 6)
Investments (note 7)
Income taxes receivable
Loans to members (note 8, 21)
Other assets (note 11)
Deferred income tax asset (note 17)
Capital assets (note 9)
Intangible assets (note 10)

$

4,287,136
3,710,765
14,671,716
57,608
5,121
20,121
14,845

$

2,290,222
3,291,647
43
13,973,584
44,646
3,565
13,060
52,046

$ 22,767,312

$ 19,668,813

$

$

Liabilities, Member Entitlements and Members' Equity
Liabilities
Accounts payable and accrued liabilities
Income taxes payable

Member entitlements
Members' deposits (note 12)
Members' share capital (note 13)

Members' equity
Retained earnings

47,550
2,802

28,492
-

50,352

28,492

20,961,736
13,760

17,902,343
14,150

20,975,496

17,916,493

1,741,464

1,723,828

$ 22,767,312

$ 19,668,813

Commitments (note 15)

See accompanying notes to financial statements.
On behalf of the Board:

Jeanne Gibson

Director

Kirsteen Raes

Director
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HEALTH CARE CREDIT UNION LIMITED
Statement of Comprehensive Income and Members' Equity
Year ended September 30
Revenue
Interest on loans to members (note 8)
Investment income

2020

$

571,765
86,383

2019
(note 23)
$

537,041
125,505

Interest expense (note 12)
Recovery of impairment losses on member loans (note 8)

658,148
112,092
(526)

662,546
120,421
(1,337)

Financial margin
Other income (note 18)

546,582
132,001

543,462
130,654

678,583

674,116

320,007
100,806
97,281
49,743
49,140
37,202
5,479

328,039
100,009
92,838
30,660
48,497
37,203
5,382

659,658

642,628

18,925

31,488

2,845
(1,556)

6,836

Expenses
Salaries and benefits
Administrative expenses
Data processing
Professional
Insurance
Depreciation of intangible assets
Depreciation of capital assets

Net comprehensive income before provision for income taxes
Provision for (recovery of) income taxes (note 17)
Current
Deferred
Net income for the year
Retained earnings, beginning of year
Retained earnings, end of year

17,636
1,723,828
$

1,741,464

24,652
1,699,176
$

1,723,828

See accompanying notes to financial statements.
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HEALTH CARE CREDIT UNION LIMITED
Statement of Cash Flows
Year ended September 30
Cash provided (used) by operating activities (net):
Interest received on loans to members
Income received on investments
Interest paid on member deposits
Other income received
Recoveries on loans previously written off
Payments to employees and suppliers
Income taxes paid
Changes in member activities:
Net (increase) in loans to members
Net increase (decrease) in members' deposits

2020

$

Net cash provided (used) by operating activities

567,232
83,174
(113,317)
132,101
526
(602,015)
-

2019
(note 23)
$

535,053
146,968
(120,880)
131,287
1,337
(522,746)
(9,104)

(698,132)
3,059,393

(1,471,676)
(104,452)

2,428,962

(1,414,213)

Cash provided (used) by investing activities (net):
Net (purchase) redemption of investments
Purchase of capital assets
Purchase of intangible assets

(419,118)
(12,540)
-

2,294,804
(64,720)

Net cash provided (used by) investing activities

(431,658)

2,230,084

Cash provided (used) by financing activities (net):
Redemptions of membership shares

(390)

(300)

Net increase in cash

1,996,914

815,571

Cash, beginning of year

2,290,222

1,474,651

Cash, end of year (note 6)

$

4,287,136

$

2,290,222

See accompanying notes to financial statements.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
1 Nature of business
Health Care Credit Union Limited (the "Credit Union") is a financial institution incorporated on June 15, 1949
under the Credit Unions and Caisses Populaires Act ("the Act"). The Credit Union is regulated by the Financial
Services Regulatory Authority of Ontario ("FSRA") and is a member of Central 1 Credit Union Limited ("Central
1"). The Credit Union provides financial products and services to members throughout Ontario. Products and
services offered to its members include residential mortgages, personal loans, chequing and savings accounts,
term deposits, registered retirement savings plan accounts, registered retirement income fund accounts and tax
free savings accounts. The Credit Union head office is located at 800 Commissioners Road East, London,
Ontario.
2 Basis of accounting
These financial statements have been prepared in accordance with International Financial Reporting Standards
("IFRS") as issued by the International Accounting Standards Board ("the IASB") and legislation for Ontario’s
Credit Unions and Caisses Populaires.
These financial statements have been prepared on a historical cost basis, except for those financial instruments
or securities recorded at fair value through profit and loss ("FVTPL").
The Credit Union's functional and presentation currency is the Canadian dollar.
Regulations to the Act specify that certain items are required to be disclosed in the financial statements which
are presented at annual meetings of members. This information has been integrated into the basic financial
statements and notes and it is management's opinion that the disclosures in the financial statements and notes
comply, in all material respects, with the requirements of the legislation. Where necessary, reasonable estimates
and interpretations have been made in presenting this information.
Details of the Credit Union’s accounting policies are included in note 4.
These financial statements have been authorized for issue by the Board of Directors on November 25, 2020.
3 Critical accounting estimates and judgments
The Credit Union makes estimates and assumptions about the future that affect the reported amounts of assets
and liabilities. Estimates and judgments are continually evaluated based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances. In
the future, actual experience may differ from these estimates and assumptions.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognized
prospectively.
Information about judgments made in applying accounting policies that have the most significant effects on the
amounts recognized in the financial statements is included in the following notes.
Classification of financial assets
The Credit Union assesses the business model within which the assets are held and whether the contractual
terms of the financial asset are solely payments of principal and interest on the principal amount outstanding, as
described in note 4.
Fair value of financial instruments
The Credit Union uses valuation techniques to determine the fair value of financial instruments that are not
quoted in an active market. Those techniques are significantly affected by the assumptions used, including
discount rates and estimates of future cash flows. In that regard, the derived fair value estimates cannot always
be substantiated by comparison with independent markets and, in many cases, may not be capable of being
realized immediately.
The methods and assumptions applied, and the valuation techniques used, for financial instruments that are not
quoted in an active market are disclosed in note 20.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
3 Critical accounting estimates and judgments (continued)
Impairment of financial instruments
The Credit Union assesses whether credit risk on the financial asset has increased significantly since initial
recognition and incorporates forward-looking information in the measurement of expected credit loss (ECL), as
described in note 21.
Income taxes
The Credit Union periodically assesses its liabilities and contingencies related to income taxes for all years open
to audit based on the latest information available. For matters where it is probable that an adjustment will be
made, the Credit Union records its best estimate of the tax liability including the related interest and penalties in
the current tax provision. Management believes they have adequately provided for the probable outcome of
these matters. Any differences will be accounted for in the year of settlement.
Deferred income tax assets are recognized in respect of unused tax losses or deductible temporary differences
to the extent that it is probable that taxable income will be available against which the losses can be utilized.
Judgment is required to determine the amount of deferred income tax assets that can be recognized, based on
the likely timing and level of future taxable profits, together with future tax planning strategies.
4 Significant accounting policies
The Credit Union has consistently applied the following accounting policies to all periods presented in these
financial statements.
Revenue recognition
i. Interest
Effective interest rate
Interest income and expense are recognized using the effective interest method. The effective interest rate is
the rate that exactly discounts estimated future cash payments or receipts through the expected life of the
financial instrument to:



the gross carrying amount of the financial asset; or
the amortized cost of the financial liability.

When calculating the effective interest rate for financial instruments other than credit-impaired assets, the
Credit Union estimates future cash flows considering all contractual terms of the financial instrument, but not
expected credit losses. For credit-impaired financial assets, a credit-adjusted effective interest rate is
calculated using estimated future cash flows including expected credit losses.
The calculation of the effective interest rate includes transaction costs paid or received that are an integral
part of the effective interest rate. Transaction costs include incremental costs that are directly attributable to
the acquisition or issue of a financial asset or financial liability.
Amortized cost and gross carrying amount
The ‘amortized cost’ of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
cumulative amortization using the effective interest method of any difference between that initial amount and
the maturity amount and, for financial assets, adjusted for any expected credit loss allowance.
The ‘gross carrying amount of a financial asset’ is the amortized cost of a financial asset before adjusting for
any expected credit loss allowance.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Revenue recognition (continued)
i. Interest (continued)
Calculation of interest income and expense
In calculating interest income and expense, the effective interest rate is applied to the gross carrying amount
of the asset (when the asset is not credit-impaired) or to the amortized cost of the liability.
However, for financial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated by applying the effective interest rate to the amortized cost of the financial asset. If the
asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.
For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying
the credit-adjusted effective interest rate to the amortized cost of the asset. The calculation of interest income
does not revert to a gross basis, even if the credit risk of the asset improves.
Presentation
Interest income and expense presented in the statement of comprehensive income include interest on
financial assets and financial liabilities measured at amortized cost calculated on an effective interest basis.
ii. Fees and commission
Fee and commission income and expense that are integral to the effective interest rate on a financial asset or
financial liability are included in the effective interest rate. Loan fees that are recognized using the effective
interest method are included with loan balances on the statement of financial position.
Other fee and commission income – including account servicing fees, loan discharge and administration fees,
and syndication fees – is recognized as the related services are performed. If a loan commitment is not
expected to result in the draw-down of a loan, then the related loan commitment fee is recognized on a
straight-line basis over the commitment period.
Other fee and commission expenses relate mainly to transaction and service fees, which are expensed as
the services are received.
iii. Dividend income
Dividend income is recognized when the right to receive income is established. Usually, this is the exdividend date for quoted equity securities. Dividends are presented in net income as investment income.
Financial assets and financial liabilities
i. Recognition and initial measurement
The Credit Union initially recognizes loans and advances and deposits on the date on which they are
originated. All other financial instruments are recognized on the trade date, which is the date on which the
Credit Union becomes a party to the contractual provisions of the instrument.
A financial asset or financial liability is measured initially at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its acquisition or issue.
ii. Classification
Financial assets
On initial recognition, a financial asset is classified as measured at amortized cost, fair value through other
comprehensive income ("FVOCI") or FVTPL.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Financial assets and financial liabilities (continued)
ii. Classification (continued)
Financial assets (continued)
A financial asset is measured at amortized cost if it meets both of the following conditions and is not
designated as at FVTPL:



the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and
the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated
as at FVTPL:



the asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and
the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Credit Union may irrevocably
elect to present subsequent changes in fair value in OCI. This election is made on an investment-byinvestment basis.
In addition, on initial recognition, the Credit Union may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.
The Credit Union does not have any financial assets measured at FVOCI.
Business model assessment
The Credit Union makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to
management. The information considered includes:







the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management’s strategy focuses on earning contractual interest revenue,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or realizing cash flows through the sale of the
assets;
how the performance of the portfolio is evaluated and reported to the Credit Union’s management;
the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;
how managers of the business are compensated – e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and
the frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not considered in
isolation, but as part of an overall assessment of how the Credit Union’s stated objective for
managing the financial assets is achieved and how cash flows are realized.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held both to
collect contractual cash flows and to sell financial assets.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Financial assets and financial liabilities (continued)
ii. Classification (continued)
Assessment whether contractual cash flows are solely payments of principal and interest
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.
In assessing whether the contractual cash flows are solely payments of principal and interest, the Credit
Union considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition. In making the assessment, the Credit Union considers:






contingent events that would change the amount and timing of cash flows;
leverage features;
prepayment and extension terms;
terms that limit the Credit Union’s claim to cash flows from specified assets (e.g. non- recourse asset
arrangements); and
features that modify consideration of the time value of money – e.g. periodical reset of interest rates.

Reclassifications
Financial assets are not reclassified subsequent to initial recognition, except in the period after the Credit
Union changes its business model for managing financial assets. There were no changes to the Credit
Union's business model during the current or prior year.
Financial liabilities
The Credit Union classifies its financial liabilities, other than financial guarantees and loan commitments, as
measured at amortized cost.
iii. Derecognition
Financial assets
The Credit Union derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Credit Union neither transfers nor retains substantially all of the risks and rewards of ownership and it does
not retain control of the financial asset.
On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying
amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration received
(including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or loss that had
been recognized in OCI is recognized in profit or loss.
Any cumulative gain/loss recognized in OCI in respect of equity investments designated as FVOCI is not
recognized in profit or loss on derecognition of such securities. Any interest in transferred financial assets that
qualify for derecognition that is created or retained by the Credit Union is recognized as a separate asset or
liability.
In transactions in which the Credit Union neither retains nor transfers substantially all of the risks and rewards
of ownership of a financial asset and it retains control over the asset, the Credit Union continues to recognize
the asset to the extent of its continuing involvement, determined by the extent to which it is exposed to
changes in the value of the transferred asset.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Financial assets and financial liabilities (continued)
iii. Derecognition (continued)
Financial liabilities
The Credit Union derecognizes a financial liability when its contractual obligations are discharged, cancelled,
or expire.
iv. Modifications of financial assets and financial liabilities
Financial assets
If the terms of a financial asset are modified, the Credit Union evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows are substantially different, then the contractual
rights to cash flows from the original financial asset are deemed to have expired. In this case, the original
financial asset is derecognized and a new financial asset is recognized at fair value.
If the cash flows of the modified asset carried at amortized cost are not substantially different, then the
modification does not result in derecognition of the financial asset. In this case, the Credit Union recalculates
the gross carrying amount of the financial asset and recognizes the amount arising from adjusting the gross
carrying amount as a modification gain or loss in profit or loss. If such a modification is carried out because of
financial difficulties of the borrower, then the gain or loss is presented together with impairment losses. In
other cases, the gain or loss is presented as interest income.
Financial liabilities
The Credit Union derecognizes a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the modified terms is
recognized at fair value. The difference between the carrying amount of the financial liability extinguished and
the new financial liability with modified terms is recognized in net income for the year.
v. Impairment
The Credit Union recognizes loss allowances for ECL on the following financial instruments that are not
measured at FVTPL:




financial assets that are debt instruments;
financial guarantee contracts issued; and
loan commitments issued.

No impairment loss is recognized on equity investments.
The Credit Union measures loss allowances at an amount equal to lifetime ECL, except for the following, for
which they are measured as 12-month ECL:



debt investments that are determined to have low credit risk at the reporting date; and
other financial instruments on which credit risk has not increased significantly since initial recognition.

The Credit Union considers a debt security to have low credit risk when the credit risk rating is equivalent to
the globally understood definition of ‘investment grade’.
12-month ECL are the portion of ECL that result from default events on a financial instrument that are
possible within the 12 months after the reporting date.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Financial assets and financial liabilities (continued)
v. Impairment (continued)
Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:







financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the Credit Union in accordance with the
contract and the cash flows that the Credit Union expects to receive);
financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;
undrawn loan commitments: as the present value of the difference between the contractual cash
flows that are due to the Credit Union if the commitment is drawn down and the cash flows that the
Credit Union expects to receive; and
financial guarantee contracts: the expected payments to reimburse the holder less any amounts that
the Credit Union expects to recover.

Restructured financial assets
If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a
new one due to financial difficulties of the borrower, then an assessment is made of whether the financial
asset should be derecognized and ECL are measured as follows:


If the expected restructuring will not result in derecognition of the existing asset, then the expected
cash flows arising from the modified financial asset are included in calculating the cash shortfalls
from the existing asset.



If the expected restructuring will result in derecognition of the existing asset, then the expected fair
value of the new asset is treated as the final cash flow from the existing financial asset at the time of
its derecognition. This amount is included in calculating the cash shortfalls from the existing financial
asset that are discounted from the expected date of derecognition to the reporting date using the
original effective interest rate of the existing financial asset.

Credit-impaired financial assets
At each reporting date, the Credit Union assesses whether financial assets carried at amortized cost and debt
financial assets carried at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more
events that have a detrimental impact on the estimated future cash flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:






significant financial difficulty of the borrower or issuer;
a breach of contract such as a default or past due event;
the restructuring of a loan or advance by the Credit Union on terms that the Credit Union would not
consider otherwise;
it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or
the disappearance of an active market for a security because of financial difficulties.

A loan that has been renegotiated due to a deterioration in the borrower’s condition is usually considered to
be credit-impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced
significantly and there are no other indicators of impairment. In addition, a retail loan that is overdue for 90
days or more is considered impaired.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Financial assets and financial liabilities (continued)
v. Impairment (continued)
In making an assessment of whether an investment in debt instruments is credit-impaired, the Credit Union
considers the following factors:





The market’s assessment of creditworthiness as reflected in the bond yields.
The rating agencies’ assessments of creditworthiness.
The issuer’s ability to access the capital markets for new debt issuance.
The probability of debt being restructured, resulting in holders suffering losses through voluntary or
mandatory debt forgiveness.

Presentation of allowance for ECL on the balance sheet
Loss allowances for ECL are presented on the balance sheet as follows:




financial assets measured at amortized cost: as a deduction from the gross carrying amount of the
assets;
loan commitments and financial guarantee contracts: generally, as a provision; and
where a financial instrument includes both a drawn and an undrawn component, and the Credit Union
cannot identify the ECL on the loan commitment component separately from those on the drawn
component: the Credit Union presents a combined loss allowance for both components. The
combined amount is presented as a deduction from the gross carrying amount of the drawn
component. Any excess of the loss allowance over the gross amount of the drawn component is
presented as a provision.

Write-off
Loans and debt instruments are written off (either partially or in full) when there is no realistic prospect of
recovery. This is generally the case when the Credit Union determines that the borrower does not have
assets or sources of income that could generate sufficient cash flows to repay the amounts subject to the
write-off. However, financial assets that are written off could still be subject to enforcement activities in order
to comply with the Credit Union’s procedures for recovery of amounts due.
Impairment of non-financial assets
Non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. Where the carrying value of an asset exceeds its recoverable
amount, which is the higher of value in use and fair value less costs to sell, the asset is written down accordingly.
Cash
Cash includes cash on hand and deposits with Central 1.
Cash is classified as FVTPL and is carried at fair value.
Investments
Investments include:



Central 1 liquidity deposits initially measured at fair value plus incremental direct transaction costs, and
subsequently at amortized cost using the effective interest method; and
equity securities designated as at FVTPL.

Loans to members
Loans are initially measured at fair value, net of loan origination fees and inclusion of transaction costs incurred.
Loans are subsequently measured at amortized cost, using the effective interest rate method.
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HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
4 Significant accounting policies (continued)
Capital assets
The Credit Union records capital assets at cost. The cost of a capital asset comprises its purchase price and any
directly attributable cost of preparing the asset for its intended use.
A capital asset is tested for impairment whenever events or changes in circumstances indicate that its carrying
amount may not be recoverable. An impairment loss is recognized in the statement of comprehensive income
when the carrying amount of the asset exceeds the sum of the undiscounted cash flows resulting from its use
and eventual disposition. The impairment loss is measured as the amount by which the carrying amount of the
capital asset exceeds its fair value. An impairment loss is not reversed if the fair value of the capital asset
subsequently increases. As at September 30, 2020 no such impairment exists.
Capital assets are depreciated over their estimated useful lives over a straight-line basis as follows:
Furniture and fixtures
Computer equipment

10 years
5 years

Depreciation methods, useful lives and residual values are reviewed annually and adjusted if necessary.
Intangible assets
The Credit Union records intangible assets comprised of computer software that qualifies for recognition as an
intangible asset at cost. The cost of an intangible asset comprises its purchase price and any directly attributable
cost of preparing the asset for its intended use.
An intangible asset is tested for impairment whenever events or changes in circumstances indicate that its
carrying amount may not be recoverable. An impairment loss is recognized in the statement of comprehensive
income when the carrying amount of the asset exceeds the sum of the undiscounted cash flows resulting from
its use and eventual disposition. The impairment loss is measured as the amount by which the carrying amount
of the intangible asset exceeds its fair value. An impairment loss is not reversed if the fair value of the intangible
asset subsequently increases. As at September 30, 2020, no such impairment exists.
Intangible assets are depreciated over their estimated useful lives using the a straight-line method of 3 years.
Amortization methods, useful lives and residual values are reviewed annually and adjusted if necessary.
Deposits and members' share capital
The Credit Union classifies capital instruments as financial liabilities or equity instruments in accordance with the
substance of the contractual terms of the instruments, as described in note 13. The Credit Union’s membership
shares are classified as liabilities as the shares are redeemable at the option of the member.
Members' deposits and members' share capital that are classified as liabilities are initially measured at fair value
net of any transaction costs directly attributable to the issuance of the instrument, and subsequently measured at
amortized cost using the effective interest method.
Financial guarantees and loan commitments
Financial guarantees are contracts that require the Credit Union to make specified payments to reimburse the
holder for a loss that it incurs because a specified debtor fails to make payment when it is due in accordance
with the terms of a debt instrument. Loan commitments are firm commitments to provide credit under prespecified terms and conditions.
Income taxes
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in net
income except to the extent that it relates to a business combination, or items recognized directly in equity or in
other comprehensive income.
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4 Significant accounting policies (continued)
Income taxes (continued)
Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income or
loss for the current year and any adjustment to income taxes payable in respect of previous years. Current
income taxes are measured at the amount expected to be recovered from or paid to the taxation authorities. This
amount is determined using tax rates and tax laws that have been enacted or substantively enacted by the yearend date.
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its
tax base, except for taxable temporary differences arising on the initial recognition of goodwill and temporary
differences arising on the initial recognition of an asset or liability in a transaction which is not a business
combination and at the time of the transaction affects neither accounting or taxable profit or loss.
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is
restricted to those instances where it is probable that future taxable profit will be available which allow the
deferred tax asset to be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the
extent that it is not longer probable that the related tax benefit will be realized.
The amount of the deferred tax asset or liability is measured at the amount expected to be recovered from or
paid to the taxation authorities. This amount is determined using tax rates and tax laws that have been enacted
or substantively enacted by the year-end date and are expected to apply when the assets / liabilities are settled.
Members' dividends
Dividends to members are recognized in net income when circumstances indicate the Credit Union has a
constructive obligation it has little discretion to avoid, and it can make a reasonable estimate of the amount
required to settle the obligation.
Foreign currency translation
Foreign currency accounts are translated into Canadian dollars as follows:
At the transaction date, each asset, liability, revenue and expense denominated in a foreign currency is
translated into Canadian dollars by the use of the exchange rate in effect at that date. At the year-end date,
unsettled monetary assets and liabilities are translated into Canadian dollars by using the exchange rate in effect
at the year-end date and the related translation differences are recognized in net income. Exchange gains and
losses arising on the re-translation of monetary FVOCI assets are treated as a separate component of the
change in fair value and recognized in net comprehensive income.
5 Risks and uncertainties
Governments have enacted emergency legislation in response to declaration that COVID-19 is a pandemic,
causing business disruption and economic slowdown. The duration and impact of the COVID-19 outbreak is
unknown at this time. It is not possible to reliably estimate the financial impact of the COVID-19 pandemic on
members' equity in future periods.
6 Cash
Cash consists of cash on hand and cash on deposit with Central 1. The average yield for cash as at September
30, 2020 is 0.39% (2019 - 1.77%).
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The following tables provide information on the investments by type of security and issuer. The maximum
exposure to credit risk would be the fair value as detailed below:
As at September 30
Investments measured at amortized cost - deposit instruments
Investments measured at FVTPL - equity securities

2020

2019

$

3,589,020
121,745

$

3,169,280
122,367

$

3,710,765

$

3,291,647

As at September 30

2020

2019

Investments measured at amortized cost - deposit instruments
Central 1 fixed rate liquidity deposits, maturing within one-year

$

3,589,020

$

3,169,280

Investments measured at FVTPL - equity securities
Central 1 Credit Union Shares - Class A
Central 1 Credit Union Shares - Class E
Central 1 Credit Union Shares - Class F

$

6,571
54,100
61,074

7,127
54,100
61,140

121,745

122,367

3,710,765

$

3,291,647

Significant terms and average annual yields on Central 1 investments are as follows:
As at September 30

2020

2019

0.90%
0.20% to 1.72%
Oct 7, 2020
May 25, 2021

2.02%
1.67% to 2.61%
Oct 30, 2019
Sep 30, 2020

Investments measured at amortized cost - deposit instruments
Yield
Interest
Maturity dates from
to
Central 1 deposits - Liquidity reserve
The Credit Union is required to maintain a liquidity reserve deposit with Central 1 equal to 6% of the Credit
Union's total assets. The minimum required liquidity reserve deposit is adjusted monthly based on the total
assets of the Credit Union. The deposits can be withdrawn only if there is a sufficient reduction in the Credit
Union's assets or upon withdrawal of membership from Central 1. At maturity, these deposits are reinvested at
market rates for various terms. The carrying value of the liquidity reserve in Central 1 approximates its fair value.
Equity investments - Central 1 Credit Union shares
The Credit Union designated its investment in Central 1 equity securities as at FVTPL. There is no active market
for these shares as they are issued only by virtue of membership in Central 1. The shares are redeemable upon
withdrawal of membership or at the discretion of the Board of directors of Central 1. In addition, the member
credit unions are subject to additional capital calls as determined by the Central 1 Board of Directors.
Dividends are at the discretion of Central 1. Dividends received on these shares in the current fiscal year
amounted to $4,374 (2019 - $2,399).
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Equity investments - Central 1 Credit Union shares (continued)
The Central 1 Class A and Class F shares are subject to periodic rebalancing and the redemption value is equal
to par value. Accordingly, the fair value is considered to be equivalent to par value or redemption value.
The Central 1 Class E shares are not subject to annual rebalancing and the redemption value is not equal to par
value.
The Credit Union is not intending to dispose of any Central 1 shares as the services supplied by Central 1 are
relevant to the day to day activities of the Credit Union.
8 Loans to members
Gross
carrying
amount

As at September 30, 2020
Residential mortgage loans
Personal loans

Carrying
amount

$ 13,117,711
1,626,383

$

(72,378)

$ 13,117,711
1,554,005

$ 14,744,094

$

(72,378)

$ 14,671,716

Gross
carrying
amount

As at September 30, 2019
Residential mortgage loans
Personal loans

ECL
allowance

ECL
allowance

Carrying
amount

$ 12,329,514
1,716,448

$

(72,378)

$ 12,329,514
1,644,070

$ 14,045,962

$

(72,378)

$ 13,973,584

Interest income on loans to members is summarized as follows:
For the year ended September 30
Residential mortgage loans
Personal loans

2020

2019

$

401,421
170,344

$

341,706
195,335

$

571,765

$

537,041

Terms and conditions
Personal loans bear interest at fixed and variable annual rates and are repayable in monthly blended principal
and interest installments over a maximum period of five years. Residential mortgage loans bear interest at fixed
rates and variable rates and are repayable in monthly blended principal and interest installments over a
maximum period of five years based on a maximum amortization of thirty years. Line of credit loans bear interest
at variable rates and are repayable in minimum interest only, not in advance, subject to annual review.
All loans are open and, at the option of the borrower, may be repaid at any time without notice or penalty, with
the exception of residential mortgage loans with a term exceeding one year and certain residential mortgages
with terms of one year.

17

HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
8 Loans to members (continued)
Average yields to maturity
Loans to members bear interest at both variable and fixed rates with the following average yields at September
30:
2020

Principal

Variable rate
Fixed rate due less than one year
Fixed rate due between one and five years

$

Yield

2,490,566
6,548,909
5,704,619

6.85%
3.10%
3.00%

$ 14,744,094

2019

Principal

Variable rate
Fixed rate due less than one year
Fixed rate due between one and five years

$

Yield

2,401,449
5,076,991
6,567,522

7.39%
3.13%
3.31%

$ 14,045,962
Expected credit loss
The following table reconciles the opening to the closing balance of the expected credit loss by class of financial
instrument. Explanation of the terms: 12-month ECL, lifetime ECL and credit-impaired are included in note 4.
Year ended September 30,

2020
Lifetime ECL
not creditimpaired

12-month
ECL
Balance as at October 1

$

58,330

$

-

Transfers

(4,061)

-

Write-offs

-

-

Recoveries of amounts previously
written off

-

-

Balance as at September 30

$

54,269

$

-

Lifetime
ECL creditimpaired
$

14,048

Total
$

72,378

3,535

(526)

-

526

$

18,109

526
$

72,378
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Expected credit loss
As at September 30

2019
Lifetime ECL
not creditimpaired

12-month
ECL
Balance as at October 1

$

65,332

$

-

Lifetime
ECL creditimpaired
$

13,237

Total
$

78,569

Transfers

(7,002)

-

5,665

(1,337)

Write-offs

-

-

(6,191)

(6,191)

Recoveries of amounts previously
written off

-

-

1,337

1,337

Balance as at September 30

$

58,330

$

-

$

14,048

$

72,378

Credit quality of loans
It is not practical to value all collateral as at the balance sheet date due to the variety of assets and conditions. A
breakdown of the security held on a portfolio basis is as follows:
As at September 30
Unsecured loans
Residential mortgages and HELOCs uninsured
Residential mortgages insured by government

2020
$

1,626,383
10,747,640
2,370,071

$ 14,744,094

2019
$

1,716,448
9,657,342
2,672,172

$ 14,045,962

Fair value
The fair value of member loans at September 30, 2020 is $14,708,484 (2019 - $13,933,184).
The estimated fair value of the variable rate loans is assumed to be equal to book value as the interest rates on
these loans re-price to market on a periodic basis. The estimated fair value of fixed rate loans is determined by
discounting the expected future cash flows at current market rates for products with similar terms and credit
risks.
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Furniture and
fixtures

Computer
equipment

Total

Cost
Balance on September 30, 2018
Disposals

$

30,005
-

$

28,225
7,773

$

58,230
7,773

Balance on September 30, 2019
Additions
Disposals

$

30,005
2,373
989

$

20,452
10,167
16,112

$

50,457
12,540
17,101

Balance on September 30, 2020

$

31,389

$

14,507

$

45,896

Balance on September 30, 2018
Depreciation expense
Disposals

$

16,458
2,965
-

$

23,330
2,417
7,773

$

39,788
5,382
7,773

Balance on September 30, 2019
Depreciation expense
Disposals

$

19,423
3,020
989

$

17,974
2,459
16,112

$

37,397
5,479
17,101

Balance on September 30, 2020

$

21,454

$

4,321

$

25,775

$
$

10,582
9,935

$
$

2,478
10,186

$
$

13,060
20,121

Accumulated depreciation

Net book value
September 30, 2019
September 30, 2020
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10 Intangible assets
Total
Cost
Balance on September 30, 2018
Additions

$

32,044
64,720

Balance on September 30, 2019
Disposals

$

96,764
22,544

Balance on September 30, 2020

$

74,220

Balance on September 30, 2018
Depreciation expense

$

7,515
37,203

Balance on September 30, 2019
Depreciation expense
Disposals

$

44,718
37,202
22,545

Balance on September 30, 2020

$

59,375

$
$

52,046
14,845

Accumulated depreciation

Net book value
September 30, 2019
September 30, 2020
11 Other assets
As at September 30
Prepaid expenses and other assets
Accrued interest receivable

2020

2019

$

25,174
32,434

$

19,954
24,692

$

57,608

$

44,646

12 Members' deposits
As at September 30
Demand deposits
Term deposits
Registered retirement savings plan accounts
Registered retirement income fund accounts
Tax free savings accounts
Add: accrued interest

2020

2019

$ 15,278,934
430,017
3,030,978
966,886
1,232,922

$ 12,471,484
388,383
3,032,958
1,044,608
941,686

20,939,737
21,999

17,879,119
23,224

$ 20,961,736

$ 17,902,343
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Interest expense on members' deposits can be broken down as follows:
Year ended September 30
Interest on demand deposits
Interest on term deposits
Interest on registered retirement savings plans
Interest on registered retirement income funds
Interest on tax free savings accounts

2020

2019

$

60,078
6,709
27,387
8,386
9,532

$

67,235
5,186
27,954
10,232
9,814

$

112,092

$

120,421

Terms and conditions
Demand deposits are due on demand and bear interest at a variable rates which depend upon the type of
account and the balance maintained. For the year ended September 30, 2020, the Board of Directors has
approved interest on demand deposits at rates ranging from nil% to 0.50% (2019 - nil% to 1.00%).
Term deposits bear fixed rates of interest for terms up to five years. Interest can be paid annually, semi-annually,
monthly or upon maturity. Term deposits bear interest rates ranging from 0.75% to 1.75% (2019 - 0.75% to
1.75%).
Registered plans and tax free savings accounts consist of fixed and variable rate deposits and bear interest
rates ranging from 0.10% to 1.75% (2019 - 0.10% to 1.75%).
Central 1 Trust Company ("the Trust Company") is the trustee of the registered plans offered to the members.
Under an agreement with the Trust Company, members' contributions to these plans, as well as income earned
on them, are deposited in the Credit Union. On withdrawal, payment of the plan proceeds is made to the
members or their designates by the Credit Union on behalf of the Trust Company.
Average yields to maturity
Members' deposits bear interest with the following average yields as at September 30:
2020
Variable rate
Fixed rate due less than one year
Fixed rate due between one and five years

Principal
$ 18,421,295
1,351,726
1,166,716

Yield
0.29%
1.21%
1.60%

$ 20,939,737

2019
Variable rate
Fixed rate due less than one year
Fixed rate due between one and five years

Principal
$ 15,449,069
1,211,822
1,218,228

Yield
0.56%
1.32%
1.52%

$ 17,879,119
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Fair value
The fair value of members' deposits, excluding accrued interest payable at September 30, 2020 is $20,944,335
(2019 - $17,882,055).
The estimated fair value of demand deposits and variable rate deposits are assumed to be equal to book value
as the interest rates on these deposits re-price to market on a periodic basis. The estimated fair value of fixed
rate deposits is determined by discounting the expected future cash flows of these deposits at current market
rates for products with similar terms and credit risks.
13 Members' share capital
Authorized share capital of the Credit Union consists of an unlimited number of Membership Shares.
By definition of the Credit Union By-law, the par value of each share of the Credit Union is $5, and each member
is required to hold one membership share. The membership shares are redeemable at stated value upon
termination of membership.
Share issuances and redemptions during the year are summarized as follows:
Year ended September 30

2020

2019

Shares outstanding, beginning of the year
Shares issued
Shares redeemed

2,830
112
(190)

2,890
159
(219)

Shares outstanding, end of the year

2,752

2,830

The Credit Unions' and Caisses Populaires Act ("the Act") permits the redemption of membership shares of the
Credit Union if the Credit Union is in compliance with capital adequacy and liquidity standards after the
redemption.
Dividends on shares may be declared by the Board of Directors, subject to availability of sufficient earnings to
meet regulatory capital requirements of the Act.
14 Capital and liquidity management
The Credit Union's objectives with respect to capital management are to maintain a capital base that is
structured to exceed regulatory requirements and to best utilize capital allocations.
The processes for managing capital include setting policies for capital management, monitoring and reporting,
setting policies for related areas such as asset liability management, reporting to the Board regarding financial
results and capital adequacy, and setting budgets and reporting variances to those budgets.
The Credit Union may not pay dividends on members' shares if there are reasonable grounds for believing that
the Credit Union is, or would by that payment become insolvent, or that regulatory liquidity or capital levels would
not be met after payment.
The Credit Union considers its capital to include membership shares and retained earnings. There have been no
changes in what the Credit Union considers to be capital since the previous period.
The Act requires credit unions to maintain minimum regulatory capital, as defined by the Act. Regulatory capital
is calculated as a percentage of total assets and of risk weighted assets. Risk weighted assets are calculated by
applying risk weighted percentages, as prescribed by the Act, to each asset class, operational and interest rate
risk criteria. The prescribed risk weightings are dependant on the degree of inherent risk in the asset. The Credit
Union's risk weighted value of its assets as at September 30, 2020 is $6,430,296 (2019 - $4,936,154).
Regulations to the Act require that the Credit Union establish and maintain regulatory capital at 4% (2019 - 4%)
of total assets and 8% (2019 - 8%) of risk weighted assets for the year ended September 30, 2020.
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The Credit Union is in compliance with the policy, the Act and Regulations regarding regulatory capital.
Regulatory capital is comprised of Tier 1 and Tier 2 capital as follows:
As at September 30
Tier 1 Capital
Members' share capital
Retained earnings

2020
$

Tier 2 Capital
General provisions (restricted to 1.25% of risk weighted assets)
Total Regulatory Capital

$

% of total assets
Risk weighted capital ratio

13,760
1,741,464

2019
$

14,150
1,723,828

1,755,224

1,737,978

54,269

58,330

1,809,493

$

1,796,308

7.95%

9.13%

28.14%

36.39%

The Act also requires that the Credit Union maintain prudent levels and forms of liquidity that are sufficient to
meet its cash flow needs. Assets qualifying for liquidity comprise:
As at September 30
Cash
Central 1 liquidity deposits

% of member deposits

2020

2019

$

4,287,136
3,589,020

$

2,290,222
3,169,280

$

7,876,156

$

5,459,502

37.57%

30.50%

15 Commitments
(a) Credit Facilities
The Credit Union maintains line of credit and overdraft facilities with Central 1 totaling $125,000 CDN (2019 $140,000) and $25,000 USD (2019 - $10,000).
The Canadian denominated facility bears interest at the Bank of Canada Overnight Lending Rate, currently
0.25%, plus 0.95% and the U.S. denominated facility bears interest at the U.S. Base Rate, currently 3.75%
(2019 - 5.75%).
The facilities are renewable annually and are secured by an assignment of book debts and a general security
agreement. As of the date of these financial statements, the Credit Union has not drawn on these facilities.
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(b) Member Loans
The Credit Union has the following commitments to its members as at September 30, 2020 on account of
unadvanced loans and unused lines of credit:
As at September 30

2020

Unadvanced lines of credit
Unadvanced personal loans and residential mortgages

2019

$

752,729
-

$

641,797
1,134,000

$

752,729

$

1,775,797

When the loans are advanced, they are subject to the same terms and conditions as described in note 8.
(c) Banking system contract
The Credit Union entered into a five year contract for the banking system software, expiring on September
30, 2024, and requiring the following minimum annual fee payments:
2021
2022
2023
2024

$

99,601
102,825
106,161
109,615

16 Restricted party transactions
The Credit Union entered into the following transactions with key management personnel, which are defined by
IAS 24, Related Party Disclosures, as those persons having authority and responsibility for planning, directing
and controlling the activities of the Credit Union, including directors and management.
(a) Compensation
Year ended September 30
Management salaries and other employee benefits
Director remuneration

2020

2019

$

183,504
2,970

$

176,413
3,465

$

186,474

$

179,878

(b) Loans and deposits
Under the Credit Union's policy for lending, loans to staff and directors are eligible for a lending discount of
2.00% from the rates that apply to members in order to rate match and be competitive with other financial
institutions.
The Credit Union's policy for lending to key management personnel is that the loans are approved on the
same terms and conditions which apply to members for each class of loan. All loans conform to the Credit
Union's policies with respect to term, interest rates and limits and have been approved by the Board of
Directors. None of the loans to restricted parties were impaired as at September 30, 2020 and accordingly,
there is no expected credit loss required.
The Credit Union's policy for receiving deposits from key management personnel is that all transactions are
approved and deposits accepted on the same terms and conditions which apply to members for each type of
deposit. There are no benefits or concessional terms and conditions applicable to key management
personnel, directors or close family members.
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(b) Loans and deposits (continued)
As at September 30
Loans to key management personnel:
Aggregate value of loans advanced
Interest received on loans advanced
Unused value of lines of credit
Deposits from key management personnel:
Aggregate value of term and savings deposits
Interest paid on term and savings deposits

2020

2019

$

349,855
8,854
867

$

254,208
9,209
860

$

488,240
2,814

$

391,427
2,017

(c) Remuneration of specified officers and employees
In accordance with the required disclosures of the Act and accompanying Regulations, no specified officers
or employees received total remuneration in excess of $150,000.
17 Income taxes
Reasons for the difference between tax expense for the year and the expected income taxes based on the
statutory tax rate of 26.5% (2019 - 26.5%) are as follows:
Year ended September 30
Income before provision for income taxes
Statutory income tax rate

2020
$

Expected income tax provision
Decrease in taxes resulting from:
Small business deduction
Other
Provision for income taxes

18,925
26.50%

2019
$

31,488
26.50%

5,015

8,344

(2,706)
(1,020)

(1,147)
(361)

$

1,289

$

6,836

$

2,845
(1,556)

$

6,836

$

1,289

$

6,836

Comprised of:
Current
Deferred
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The movement in 2020 deferred tax assets are as follows:
Opening
balance as at
October 1,
2019

Recognize
in net
income

Closing
balance as at
September 30
2020

Deferred income tax assets:
Expected credit loss

$

7,467

$

(625)

$

6,842

Deferred income tax liabilities:
Capital assets
Net deferred income tax asset

3,902
$

3,565

(2,181)
$

1,556

1,721
$

5,121

The movement in 2019 deferred tax assets are as follows:
Opening
balance as at
October 1,
2018

Recognize
in net
income

Closing
balance as at
September 30,
2019

Deferred income tax assets:
Expected credit loss

$

11,388

$

(3,921)

$

7,467

Deferred tax liabilities
Capital assets
Net deferred tax asset

987
$

10,401

2,915
$

(6,836)

3,902
$

3,565

18 Other income
Year ended September 30
Commissions, fees and service charges
Member insurance commissions
Foreign exchange

2020

2019

$

91,388
33,735
6,878

$

95,153
27,854
7,647

$

132,001

$

130,654

19 Pension plan
The Credit Union contributed to a defined contribution pension plan on behalf of its employees. In the current
year contributions of $24,193 (2019 - $22,041) were made on behalf of employees.
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Classification of financial assets and financial liabilities
The following table provides a reconciliation between the line items on the statement of financial position and
categories of the carrying amount by classification.
Designated
as at FVTPL

Total
carrying
amount

Amortized
cost

September 30, 2020
Cash

$

Investments

4,287,136

$

121,745

Loans to members
$

Accounts payable and accrued liabilities

$

4,408,881
-

$

4,287,136

3,589,020

3,710,765

14,671,716

14,671,716

$ 18,260,736

$ 22,669,617

$

$

-

Total financial assets

-

47,550

47,550

Members' deposits

-

20,961,736

20,961,736

Members' share capital

-

13,760

13,760

-

$ 21,023,046

$ 21,023,046

Total financial liabilities

$

Total
Designated

Amortized

carrying

as at FVTPL

cost

amount

September 30, 2019
Cash

$

Investments

2,290,222

$

122,367

Loans to members
$

Accounts payable and accrued liabilities

$

2,412,589
-

$

2,290,222
3,291,647

13,973,584

13,973,584

$ 17,142,864

$ 19,555,453

$

$

-

Total financial assets

3,169,280

28,492

28,492

Members' deposits

-

17,902,343

17,902,343

Members' share capital

-

14,150

14,150

-

$ 17,944,985

$ 17,944,985

Total financial liabilities

$
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The following table represents the fair values of the Credit Union's financial assets and financial liabilities for
each classification of financial instruments. The fair values for short-term financial assets and liabilities
approximate carrying value. These include cash and cash equivalents, accrued interest receivable, accounts
payable and accrued liabilities and accrued interest payable. The fair values disclosed do not include the value of
assets that are not considered financial instruments.
The fair value measurements are grouped into Levels 1 to 3 based on the degree to which the fair value is
observable:


Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities using the last bid price;



Level 2 fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. prices) or indirectly (i.e.
derived from prices); and



Level 3 fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

The level in the fair value hierarchy within which the financial asset or financial liability is categorized is
determined on the basis of the lowest level of input that is significant to the fair value measurement. Financial
assets and financial liabilities are classified in their entirety into only one of three levels.
Level 1

Level 2

Level 3

September 30, 2020
Investments measured at FVTPL - equity securities

$

-

$

121,745

$

-

$

-

$

-

$ 14,708,484

$

-

$

-

$ 20,944,335

Financial assets for which fair value is disclosed
Loans to members
Liabilities for which fair value is disclosed
Members' deposits

Level 1

Level 2

Level 3

September 30, 2019
Investments measured at FVTPL - equity securities

$

-

$

122,367

$

-

$

-

$

-

$ 13,933,184

$

-

$

-

$ 17,882,055

Financial assets for which fair value is disclosed
Loans to members
Liabilities for which fair value is disclosed
Members' deposits

There were no transfers between Level 1, Level 2 and Level 3 for the years ended September 30, 2020 and
2019.

29

HEALTH CARE CREDIT UNION LIMITED
Notes to Financial Statements
September 30, 2020
21 Financial risk review
This note presents information about the Credit Union's exposure to financial risks and the Credit Union's
management of capital.
For information on the Credit Union's financial risk management framework, see note 22.
Credit risk
(i) Credit quality analysis
The following table sets out information about the credit quality of financial assets measured at amortized
cost. Unless specifically indicated for financial assets, the amounts in the table represent gross carrying
amounts.
Explanation of the terms: 12-month ECL, lifetime ECL and credit-impaired are included in note 4.
Lifetime
ECL not
creditimpaired

12-month
ECL

Lifetime
ECL creditimpaired

2020
Total

2019
Total

Loans to members at amortized cost
Low - fair risk
Watch list
Loss
Expected credit loss
Carrying amount

$ 14,631,007
-

$

14,631,007
(54,269)
$ 14,576,738

-

$

$

-

113,087

$ 14,631,007
113,087

113,087
(18,109)
$

94,978

$ 13,776,721
269,241

14,744,094
(72,378)
$ 14,671,716

14,045,962
(72,378)
$ 13,973,584

Cash
The Credit Union has cash on deposit of $4,159,610 at September 30, 2020 (2019 - $2,133,094). The cash is
held with Central 1 which is rated A- based on Standard & Poor's ratings.
(ii) Collateral held and other credit enhancements
Residential mortgage lending
The following tables stratify credit exposures from mortgage loans to retail customers by ranges of loan-tovalue (LTV) ratio. LTV is calculated as the ratio of the gross amount of the loan - or the amount committed for
loan commitments - to the value of the collateral. The valuation of the collateral excludes any adjustments for
obtaining and selling the collateral. The value of the collateral for residential mortgage loans is based on the
collateral values at origination updated based on changes in house price indices. For credit-impaired loans
the value of collateral is based on the most recent appraisals.
As at September 30,
LTV ratio
Less than 40%
41 - 60%
61 - 80%
81 - 90%
91 - 100%
Total

2020
$

2,145,628
3,415,066
5,969,903
796,231
790,883

$ 13,117,711

2019
$

1,178,531
2,736,770
6,562,831
1,329,778
521,604

$ 12,329,514
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Credit risk (continued)
(iii) Amounts arising from ECL
Inputs, assumptions and techniques used for estimating impairment
See accounting policy in note 4.
Significant increase in credit risk
When determining whether the risk of default on a financial instrument has increased significantly since initial
recognition, the Credit Union considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on
the Credit Union's historical experience and expert credit assessment and including forward-looking
information.
The objective of the assessment is to identify whether a significant increase in credit risk has occurred for an
exposure by comparing:



the remaining lifetime probability of default (PD) as at the reporting date; with
the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of
the exposure (adjusted where relevant for changes in prepayment expectations).

Generating the term structure of PD
The Credit Union collects performance and default information about its credit risk exposures analyzed by
region and by type of product and borrower.
The Credit Union employs statistical models to analyze the data collected and generate estimates of the
remaining lifetime PD of exposures and how these are expected to change as a result of the passage of time.
This analysis includes the identification and calibration of relationships between changes in default rates and
changes in key macro-economic factors as well as in-depth analysis of the impact of certain other factors on
the risk of default. For most exposures, key macro-economic indicators include: GDP growth, benchmark
interest rates and unemployment.
Determining whether credit risk has increased significantly
The criteria for determining whether credit risk has increased significantly vary by portfolio and include
quantitative changes in PDs and qualitative factors, including a backstop based on delinquency.
The Credit Union considers the following factors when determining if there is an increase in credit risk:


non-sufficient funds activity, loss of employment, gambling activity, late payments, unsustainable
lifestyle, potential victimization, escalating unsecured debt, minimal estate value, uninsurable, marital
breakdown, illness, declining credit score, title issues and covenant breaches.

Using its expert credit judgment and, where possible, relevant historical experience, the Credit Union may
determine that an exposure has undergone a significant increase in credit risk based on particular qualitative
indicators that it considers are indicative of such and whose effect may not otherwise by fully reflected in its
quantitative analysis on a timely basis.
As a backstop, the Credit Union considers that a significant increase in credit risk occurs no later than when
an asset is more than 30 days past due. Days past due are determined by counting the number of days since
the earliest elapsed due date in respect of which full payment has not been received. Due dates are
determined without considering any grace period that might be available to the borrower.
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Credit risk (continued)
(iii) Amounts arising from ECL (continued)
Determining whether credit risk has increased significantly (continued)
The Credit Union monitors the effectiveness of the criteria used to identify significant increases in credit risk
by regular reviews to confirm that:




the criteria are capable of identifying significant increases in credit risk before an exposure is in
default;
the criteria do not align with the point in time when an asset becomes 30 days past due; and
there is no unwarranted volatility in loss allowance from transfers between 12-month PD (stage 1)
and lifetime PD (stage 2).

Definition of default
The Credit Union considers a financial asset to be in default when:






the borrower is unlikely to pay its credit obligations to the Credit Union in full, without recourse by the
Credit Union to actions such as realizing security (if any is held);
the borrower is past due more than 90 days on any material credit obligation to the Credit Union.
Overdrafts are considered as being past due once the customer has breached an advanced limit or
been advised of a limit smaller than the current amount outstanding;
the Credit Union has filed for the borrower's bankruptcy in connection with the credit obligation; or
the borrower has sought or been placed in bankruptcy resulting in the delay or avoidance of
repayment of the amount owing.

In assessing whether a borrower is in default, the Credit Union considers indicators that are:




qualitative - e.g. breaches of covenant;
quantitative - e.g. overdue status and non-payment on another obligation of the same issuer to the
Credit Union; and
based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and the significance of the inputs
may vary over time to reflect changes in circumstances.
The definition of default largely aligns with that applied by the Credit Union for regulatory capital purposes.
Incorporation of forward-looking information
The Credit Union incorporates forward-looking information into both its assessment of whether the credit risk
of an instrument has increased significantly since its initial recognition and its measurement of ECL. The
Credit Union formulates a conservative view of the future direction of relevant economic variables based on a
variety of external actual and forecast information. External information includes economic data and forecasts
published by governmental bodies and Bank of Canada, forecasts by large Canadian banks and financial
institutions and other selected private-sector and academic forecasters.
The conservative view represents a most-likely outcome and is aligned with information used by the Credit
Union for other purposes such as strategic planning and budgeting. The Credit Union also carries out stress
testing of more extreme shocks to calibrate its determination of other representative scenarios.
The Credit Union has identified and documented key drivers of credit risk and credit losses for each portfolio
of financial instruments and, using an analysis of historical data, has estimated relationships between macroeconomic variables and credit risk and credit losses. The economic scenarios used as at September 30,
2020 included the following ranges of Canadian key indicators for the year ending September 30, 2020.
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Credit risk (continued)
(iii) Amounts arising from ECL (continued)
Incorporation of forward-looking information (continued)
2020

2019

Unemployment rates

Base 8.33%
Range between 7.76% and 8.72%

Base 5.81%
Range between 5.60% and 6.08%

Interest rates

Base 0.25%
Range between 0.25% and 0.25%

Base 1.44%
Range between 1.31% and 1.56%

GDP growth

Base 0.58%
Range between 0.16% and 1.40%

Base 1.57%
Range between 1.45% and 1.80%

House starts

Base 17,970
Range between 14,500 and 20,625

Base 17,525
Range between 15,438 and 18,463

Price of Oil (Canada)

Base $43.73
Range between $42.20 and $46.40

Base $56.88
Range between $55.13 and $59.63

Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:




probability of default (PD);
loss given default (LGD); and
exposure at default (EAD).

These parameters are generally derived from internally developed statistical models and other historical data.
They are adjusted to reflect forward-looking information as described above.
PD estimates are estimates at a certain date, which are calculated based on statistical rating models, and
assessed using rating tools tailored to the various categories of counterparties and exposures. These
statistical models are based on internally compiled data comprising both quantitative and qualitative factors.
Where it is available, market data may also be used to derive the PD for large commercial counterparties. If a
counterparty or exposure migrates between rating classes, then this will lead to a change in the estimate of
the associated PD. PDs are estimated considering the contractual maturities of exposures and estimated
prepayment rates.
LGD is the magnitude of the likely loss if there is a default. The Credit Union estimates LGD parameters
based on Moody's corporate loan recovery rates. They are calculated on a discounted cash flow basis using
the effective interest rate as the discounting factor.
EAD represents the expected exposure in the event of a default. The Credit Union derives the EAD from the
current exposure to the counterparty and the PD. The EAD of a financial asset is its gross carrying amount.
For lending commitments and financial guarantees, the EAD includes the amount drawn, as well as potential
future amounts that may be drawn under the contract, which are estimated based on historical observations
and future expectations.
As described above, and subject to using a maximum of a 12-month PD for financial assets for which credit
risk has not significantly increased, the Credit Union measures ECL considering the risk of default over the
maximum collateral period (including any borrower's extension options) over which it is exposed to credit risk,
even if, for risk management purposes, the Credit Union considers a longer period. The maximum
contractual period extends to the date at which the Credit Union has the right to require repayment of an
advance or terminate a loan commitment or guarantee.
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General objectives, policies and processes
The Board of Directors has overall responsibility for the determination of the Credit Union's risk management
objectives and policies and, while retaining ultimate responsibility for them, it has delegated the authority for
designing and operating processes that ensure effective implementation of the objectives and policies to the
Credit Union's finance function. The Board of Directors receives monthly reports from the Credit Union's
management through which it reviews the effectiveness of the processes put in place and the appropriateness of
the objectives and policies it sets.
Credit risk
Credit risk is the risk of financial loss to the Credit Union if a counterparty to a financial instrument fails to make
payments of interest and principal when due. The Credit Union is exposed to credit risk from claims against a
debtor or indirectly from claims against a guarantor of credit obligations.
Risk measurement
Credit risk rating systems are designed to assess and quantify the risk inherent in credit activities in an accurate
and consistent manner. To assess credit risk, the Credit Union takes into consideration the members' character,
ability to pay, and value of collateral available to secure the loan.
Objectives, policies and procedures
The Credit Union's risk management principles are guided by its overall risk management principles. The Board
of Directors ensures that management has a framework, and policies, processes and procedures in place to
manage credit risk and that the overall credit risk policies are complied with at the business and transaction level.
The Credit Union's credit risk policies set out the minimum requirements for management of credit risk in a
variety of transactional and portfolio management contexts. Its credit risk policies comprise the following:


General loan policy statements including approval of lending policies, eligibility for loans, exceptions
to policy, policy violations, liquidity, and loan administration;



Loan lending limits including Board of Director limits, schedule of assigned limits and exemptions
from aggregate indebtedness;



Loan collateral security classifications which set loan classifications, advance ratios and
amortization periods;



Procedures outlining loan overdrafts, release or substitution of collateral, temporary suspension of
payments and loan renegotiations;



Loan delinquency controls regarding procedures followed for loans in arrears; and



Audit procedures and processes are in existence for the Credit Union's lending activities.

With respect to credit risk, the Board of Directors receives monthly reports summarizing new loans, delinquent
loans and overdraft utilization. The Board of Directors also receives an analysis of bad debts and expected credit
loss monthly.
For the current year, there are no financial assets that would otherwise be past due or impaired whose terms
have been renegotiated.
A sizeable portfolio of the loan book is secured by residential property. Therefore, the Credit Union is exposed to
the risks in reduction of the loan to valuation ratio should the property market be subject to a decline. The risk of
losses from loans undertaken is primarily reduced by the nature and quality of the security taken. Additional
security is take in to form of mortgage insurance from the government as disclosed in note 8.
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Credit risk (continued)
Objectives, policies and procedures (continued)
There have been no significant changes from the previous year in the exposure to risk or policies, procedures
and methods used to measure the risk.
Liquidity risk
Liquidity risk is the risk that the Credit Union will not be able to meet all cash outflow obligations as they come
due. The Credit Union mitigates this risk by monitoring cash activities and expected outflows so as to meet all
cash outflow obligations as they fall due.
Risk measurement
The assessment of the Credit Union's liquidity position reflects management's estimates, assumptions and
judgments pertaining to current and prospective firm specific and market conditions and the related behaviour of
its members and counterparties.
Objectives, policies and procedures
The Credit Union's liquidity management framework is designed to ensure that adequate sources of reliable and
cost effective cash or its equivalents are continually available to satisfy its current and prospective financial
commitments under normal and contemplated stress conditions.
Provisions of the Credit Unions and Caisses Populaires Act require the Credit Union to maintain a prudent
amount of liquid assets in order to meet member withdrawals. The Credit Union has set a minimum liquidity ratio
of 8%.
The Credit Union manages liquidity risk by:


Continuously monitoring actual daily cash flows and longer term forecasted cash flows;



Monitoring the maturity profiles of financial assets and liabilities;



Maintaining adequate reserves, liquidity support facilities and reserve borrowing facilities; and



Monitoring the liquidity ratios monthly.

The Board of Directors receives monthly liquidity reports as well as information regarding cash balances in order
for it to monitor the Credit Union's liquidity framework. The Credit Union was in compliance with the liquidity
requirements throughout the fiscal year.
The maturities and liabilities are shown below under market risk. The Credit Union has no material commitments
for capital expenditures and there is no need for such expenditures in the normal course of business.
There have been no significant changes from the previous year in the exposure to risk or policies, procedures
and methods used to measure the risk.
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Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of
market factors. Market factors include three types of risk: interest rate risk, currency risk, and equity risk.
Interest rate risk
Interest rate risk is the potential for financial loss caused by fluctuations in fair value or future cash flows of
financial instruments because of changes in market interest rates. The Credit Union is exposed to this risk
through traditional banking activities, such as deposit taking and lending and on its investments.
The Credit Union's goal is to manage the interest rate risk of the statement of financial position to a target level.
The Credit Union continually monitors the effectiveness of its interest rate mitigation activities.
Risk Measurement
The Credit Union's position is measured monthly. Measurement of risk is based on rates charged to members as
well as funds transfer pricing rates.
Objectives, policies and procedures
The Credit Union's major source of income is financial margin, the difference between interest earned on
investments and members' loans and interest paid on members' deposits. The objective of asset / liability
management is to match interest sensitive assets with interest sensitive liabilities as to amount and as to term to
their interest rate repricing dates, thus minimizing fluctuations of income during periods of changing interest
rates.
Schedules of matching and interest rate vulnerability are regularly prepared and monitored by Credit Union
management and reported to the Financial Services Regulatory Authority of Ontario in accordance with the
Credit Union's policy. This policy has been approved by the Board of Directors and filed with the Financial
Services Regulatory Authority of Ontario as required by Credit Union Regulations. For the year-ended
September 30, 2020, the Credit Union was in compliance with this policy.
The following schedule shows the Credit Union's sensitivity to interest rate changes. Amounts with floating rates
or due or payable on demand are classified as maturing within three months, regardless of maturity. A significant
amount of loans and deposits can be settled before maturity on payment of a penalty, but no adjustment has
been made for repayments that may occur prior to maturity. Amounts that are not interest sensitive have been
grouped together, regardless of maturity.
(Thousands)

Assets

Yield (%)

Liabilities

Cost (%)

Asset /
Liability Gap

Interest sensitive
Variable
Less than 1 year
1 - 5 years

$

6,660
10,138
5,705

Interest sensitive

$

Non-interest sensitive

$

2.81
2.32
3.00

$

3,142
1,352
1,167

22,503

$

240

$

0.34
1.21
1.60

$

3,518
8,786
4,538

5,661

$

16,842

15,336

$

(15,096)
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Market risk (continued)
Interest rate risk (continued)
Interest sensitive assets and liabilities cannot normally be perfectly matched by amount and term to maturity.
One of the roles of a credit union is to intermediate between the expectations of borrowers and depositors.
An analysis of the Credit Union's risk due to changes in interest rates determined that an increase in interest
rates of 0.25% could result in an increase to net income of $13,000 while a decrease in interest rates of 0.25%
could result in an decrease to net income of $10,000.
There have been no significant changes from the previous year in the exposure to risk or policies, procedures
and methods used to measure the risk.
Currency risk
Currency risk relates to the Credit Union operating in different currencies and converting non Canadian earnings
at different points in time at different foreign exchange levels when adverse changes in foreign currency
exchange rates occur.
The Credit Union's foreign exchange risk is related to the United States denominated cash. Foreign currency
changes are continually monitored by management for effectiveness of the Credit Union's foreign exchange
mitigation activities and holdings are adjusted when offside of the investment policy.
Risk measurement
The Credit Union's position is measured monthly. Measurement of risk is based on rates charged to clients as
well as currency purchase costs.
Objectives, Policies and Procedures
The Credit Union's exposure to changes in currency exchange rates shall be controlled by limiting the unhedged
foreign currency exposure in U.S. funds.
As at September 30, 2020, the Credit Union has U.S. dollar denominated assets of $43,506 (2019 - $48,788)
and U.S. denominated liabilities of $37,200 (2019 - $42,458).
There have been no significant changes from the previous year in the exposure to risk or policies, procedures
and methods used to measure the risk.
Equity risk
Equity risk is the uncertainty associated with the valuation of assets arising from changes in equity markets. The
Credit Union is exposed to this risk through equity holdings.
The Credit Union's portfolio does not include significant equity holdings. As a result, the Credit Union is not
subject to significant equity risk.
23 Comparative figures
Certain comparative figures have been recast to conform with the financial statement presentation adopted in
the current year.
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