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Management‘s Responsibility

To the Members of Luseland Credit Union Limited:

Management is respensible for the preparation and presentation of the accompanying financial statements, including responsibility for
significant accounting judgments and estimates in accordance with International Financial Reporting Standards and ensuring that all
information in the annual report is consistent with the statements. This responsibility includes selecting appropriate accounting principles
and methods, and making decisicns affecting the measurement of transactions in which objective judgment is required.

In discharging its responsibilities for the integrity and faimess of the financial statements, management designs and maintains the
necessary accounting systems and related internal controls to provide reasonable assurance that transactions are authorized, assets
are safeguarded and financial records are properly maintained fo provide reliable information for the preparation of financial statements.

The Board of Directors and the Audit and Risk Committee are composed entirely of Directors who are neither management nor
employees of the Credit Union. The Board is responsible for overseeing management in the performance of its financial repoiting
responsibilities, and for approving the financial information included in the annual report. The Audit and Risk Commitiee has the
responsibility of meeting with management, internal auditors, and external auditors to discuss the internal controls over the financial
reporting process, auditing matters and financial reporiing issues. The Committee is also responsible for recommending the appointment
of the Credit Union's external auditors.

MNP LLP is appointed by the members to audit the financial statements and report directly to them; their report follows. The external

auditors have full and free access to, and meet periodically and separately with, both the Committee and management to discuss their
audit findings.

March 1, 20

General Manager Director




Independent Auditors’ Report

To the Members of Luseland Credit Union Limited:

We have audited the accompanying financial statements of Luseland Credit Union Limited, which comprise the statement of financial
position as at December 31, 2017, and the statements of comprehensive income, changes in members' equity and cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
enfity’s preparation and fair presentation of the financial statements 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 entity's intemal contral. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Luseland Credit Union Limited as
at December 31, 2017 and its financial performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Saskatoon, Saskatchewan M A/ / : LL P

March 1, 2018 Chartered Professional Accountants

119 4th Ave South, Suife 800, Saskatoon, Saskatchewan, S7TK 5X2, Phone: (308) 665-6766, 1 (877)500-0778 MNP



Luseland Credit Union Limited

Statement of Financial Position
As at December 31, 2017

2017 2016
Assets
Cash and cash equivalents (Note 5) 15,181,984 11,365,363
Investments (Note 6) 31,969,494 22,892,955
Member loans receivable (Nofe 7) 68,839,057 63,664,483
Other assets (Note 8) 15,441 12,238
Property, plant and equipment (Note 8) 2,977,818 836,920
118,983,794 98,771,859
Liabilities
Member deposits (Nofe 11) 109,725,561 90,229,749
Other liabilities (Nofe 13) . 107,990 105,439
Membership shares (Nofe 14) 7,825 7,460
109,841,376 90,342,648
Commitments (Nofe 20)
Members' equity
Retained earnings 9,142,418 8,429,311
118,983,794 98,771,959

Approved on behalf of the Board

Director Director

The accompanying notes are an Integral part of these financial statements



Luseland Credit Union Limited

Statement of Comprehensive Income
For the year ended December 31, 2017

2017 2016
Interest income
Member loans 2,588,716 2,343,073
Investments 703,827 555,821
3,292,543 2,898,894
Interest expense
Member deposits 787,277 644,510
Borrowed money 1,783 1,899
759,060 846,409
Gross financial margin 2,533,483 2,252,485
Other income 197,202 96,434
2,730,685 2,348,919
Operating Expenses
Personnel 685,116 629,142
Security 86,388 85,740
Organizational 50,158 43,244
Occupancy ' 256,124 40,840
General business 616,721 458,397
1,694,507 1,262,363
Income before patronage refund and provision for income taxes 1,036,178 1,086,556
Patronage refund (Nofe 15} 150,000 150,000
886,178 936,556
Provision for income taxes (Nofe 72)
Current 173,071 178,782
Comprehensive income 713,107 757,774

The accompanying notes are an integral part of these financial statements



Luseland Credit Union Limited

Statement of Changes in Members’ Equity
For the year ended December 31, 2017

Retained
earnings Total equity
Balance December 31, 2015 7,671,537 7,671,537
Comprehansive income 757,774 757,774
Balance December 31, 2016 8,429,311 8,429,311
Comprehensive income 713,107 713,107
Balance December 31, 2017 9,142,418 9,142,418

The accompanying notes are an integral part of these financial statements



Luseland Credit Union Limited

Statement of Cash Flows
For the year ended December 31, 2017

2017 2016
Cash provided by (used for) the following activities
Operating activities
Interest received from member loans 2,507,383 2,330,931
Interest received from investments 615,677 569,664
Other income 125,282 96,434
Cash paid to suppliers and employees (1,396,812) {1,229,954)
Interest paid on deposits (689,414) (636,063}
Interest paid on borrowed money (1,783) (1,899)
Patronage refund (150,000) (150,000)
Income taxes paid {203,131) (76,010)
807,202 903,103
Financing activities
Net change in member deposits 19,427,949 6,165,268
Net change in membership shares (Nofe 14) 365 140
19,428,314 6,165,408
Investing activities
Net change in investments (8,988,389) (3,940,288)
Net change in member loans receivable (5,093,241) (4,714,679)
Purchases of property, plant and equipment (Nofe 9) (2,412,169) (501,747)
Proceeds from disposal of property, plant and equipment 74,904 -
(16,418,895) (9,156,714}
Increase (decrease) in cash and cash equivalents 3,816,621 (2,088,203)
Cash and cash equivalents, beginning of year 11,365,363 13,453,566
Cash and cash equivalents, end of year 15,181,984 11,365,363

The accompanying notes are an integral part of these financial stafements



Luseland Credit Union Limited

Notes tc the Financial Statements
For the year ended December 31, 2017

Reporting entity
Luseland Credit Union Limited (the “Credit Union") was formed pursuant to the Credit Union Act, 1998 of Saskatchewan
(“the Act’) and operates one Credit Union branch,

The Credit Union serves members and non-members in Luseland, Saskatchewan and the surrounding community. The
address of the Credit Union's registered office is P.O. Box 518, 701 Grand Avenue, Luseland, Saskatchewan.

The Credit Union operates principally in personal and commercial banking in Saskatchewan.

The Credit Union conducts its principal operations through one branch, offering products and services including deposit
business, individual lending, and independent business and commercial lending. The deposit business provides a wide
range of deposit and investment products and sundry financial services to all members. The lending business provides a
variety of credit products and services designed specifically for each particular group of borrowers. Other business
comprises business of a corporate nature stich as investment, risk management, asset liability management, treasury
operations and revenue and expenses not expressly aftributed to the business units.

Statement of compliance

The financial staterents have been prepared in accordance with International Financial Reporting Standards (“IFRS") and
inferpretations adopted by the International Accounting Standards Board ("IASB").

The financial statements were approved by the Audit and Risk Committee on behalf of the Board of Directors and
authorized for issue on March 1, 2018.

Change in accounting policies

Standards and Interpretations effective in the current period

The Credit Union adopted amandments to the following standards, effective January 1, 2017. Adoption of these
amendments had no effect on the Credit Union's financial statements.

IAS 7 Statement of Cash Flows
IAS 12 Income Taxes

* @

Basis of preparation

Basis of measurement

The financial statements have been prepared using the historical basis except for the revaluation of certain financial
instruments.

Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the Credit Union’s functional currency.
Significant accounting judgments, estimates and assumptions

The preparation of the Credit Union’s financial statements requires management to make judgments, estimates and
assurmptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the reporting date. However, uncertainties about these assumptions and estimates could result in outcomes
that would require a material adjustment to the carrying amount of the asset or liability affected in the future.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in comprehensive income in the period in which the estimate is revised if revision affects only that period, or in
the period of the revision and future periods if the revision affects both current and future periods.

Key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date are discussed
below.




Luseland Credit Union Limited

Notes to the Financial Statements
For the year ended Dacember 31, 2017

Basis of preparation (Continued from previous page)
Allowance for impaired loans

The Credit Union reviews its individually significant loans at each reporting date to assess whether an impairment loss
should be recognized. In particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the impairment loss.

In estimating these cash flows, the Credit Union makes judgments about the borrower's financial situation and the net
realizable value of collateral. These estimates are based on assumptions about a number of factors and actual results may
differ, resulting in future changes to the allowance.

Member loans receivable that have been assessed individually and found not to be impaired and all individually insignificant
loans are assessed collectively, in groups of assets with similar risk characteristics, to determine whether provision should
be made due to incurred loss events for which there is objective evidence but whose effects are not yet evident. The
collective provision assessment takes account of data from the loan portfolio such as credit quality, delinquency, historical
performance and industry economic outlook. The impairment loss on member loans receivable is disclosed in more detail in
Note 7.

Key assumptions in determining the allowance for impaired loans collective provision

The Credit Union has determined the likely impairment loss on loans which have not maintained the loan repayments in
accordance with the loan contract, or where there is other evidence of potential impairment such as industrial restructuring,
job losses or economic circumstances. In identifying the impairment likely from these events the Credit Union estimates the
potential impairment using the loan type, industry, geographical location, type of loan security, the length of time the loans
are past due and the historical loss experience. The circumstances may vary for each loan over time, resulting in higher or
lower impairment losses. The methadology and assumptions used for estimating future cash flows are reviewed regularly to
reduce any differences between loss estimates and actual loss experience.

For purposes of the collective provision loans are classified into separate groups with similar risk characteristics, based on
the type of product and type of security.

Financial instruments not traded on active markets

For financial instruments not tradad on active markets, fair values are determined using valuation technigues such as the
discounted cash flow model that rely on assumptions that are based on observable active markets or rates. Certain
assumptions take into consideration liquidity risk, credit risk and volatility.

Impairment of non-financial assels

At each reporting date, the Credit Union assesses whether there are any indicators of impairment for non-financial assets.
Non-financial assefs that have an indefinite useful life or are not subject to amortization, such as goodwill, are tested
annually for impairment or more frequently if impairment indicators exist. Other non-financial assets are tested for
impairment if there are indicators that their carrying amounts may not be recoverable.

income faxes

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 that they have adequately provided for the probable cutcome of these matters; however, the final
outcome may result in a materially different outcome than the amount included in the tax liabilifies.

Impairment of available-for-sale financial assets

Management determines when an available-for-sale financial asset is impaired in accordance with |1AS 39 Financial
Instruments: Recognition and Measurement. This determination requires significant judgment. Management evaluates the
duration and extent to which the fair value of an investment is less than its cost; and the financial health of and short-term
business outlook for the investee, including factors such as industry and sector performance, changes in technology and
operational and financing cash flow.




Luseland Credit Union Limited

Notes to the Financial Statements
For the year ended Decamber 31, 2017

Basis of preparation (Continued from previous page)

When the fair value declines, management makes assumptions about the decline in vaiue to determine if it is an impairment
to he recegnized in net income,

At December 31, 2017, no impairment losses have been recognized for available-for-sale assets (2018 - $nil}. The carrying
amount of available-for-sale assets is $13,691,154 (2016 - $9,702,765).

Deferred income taxes

The calculation of deferred income tax is based on assumptions, which are subject to uncertainty as to timing and which tax
rates are expected to apply when temporary differences reverse. Deferred income tax recorded is also subject to
uncertainty regarding the magnitude of non-capital losses available for carry forward and of the balances in various tax
pools as the corporate tax returns have not been prepared as of the date of financial statement preparation. By their nature,
these estimates are subject to measurement uncertainty, and the effect on the financial statements from changes in such
estimates in future years could be material. Further details are in Note 12,

Type of joint arrangemant

The Credit Union determined that Credit Union Electronic Account Management Services Association ("CEAMS") is a joint
venture because the venturers have rights to the net assets of the arrangement if the venture ware liquidated. Effective
December 31, 2017 the CEAMS joint veniure has been dissolved.

Useful lives of property, plant and equipment

Estimates must be utilized in evaluating the useful lives of all property, plant and equipment for calculation of the
depreciation for each class of assets. For further discussion of the estimation of useful lives, refer to the heading property,
plant and equipment contained in Note 4.

Summary of significant accounting policies

The principle accounting policies adopted in the preparation of the financial statements are set out below. The palicies have
been consisiently applied to all the years presented, unless otherwise stated.

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. It is management's opinion that the disclosures in these financial statements
and notes comply, in all material respects, with the requirements of the Act. Where necessary, reasonable estimates and
interpretations have been made in presenting this infermation.

Foreign currency translation

Transactions denominated in foreign currencies are translated into the functional currency of the Credit Union at exchange
rates prevailing at the transaction dates (spot exchange rates). Monetary assets and liabilities are retranslated at the
exchange rates at the statement of financial position date. Exchange gains and losses on translation or settlement are
recognized in net income for the current period.

Non-monetary items that are measured at historical cost are translated using the exchange rates at the date of the
transaction and non-monetary itemas that are measured at fair value are franslated using the exchange rates at the date
when the items’ fair value was determined. Translation gains and losses are included in net income.

Revenue recognition

Revenus is recognized to the extent that it is probable that the economic benefits will flow to the Credit Union and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognized:

Interest income is recognized in net income for all financial assets measured at amortized cost using the effective interest
rate method. The effective interest rate is the rate that discounts estimated future cash flows through the expected life of the
financial instrument back to the net carrying amount of the financial asset. The application of the method has the effect of
recognizing revenue of the financial instrument evenly in proportion to the amount outstanding over the period to maturity or
repayment.




Luseland Credit Union Limited

Notes to the Financial Statements
For the year ended December 31, 2017

Summary of significant accounting policies {Continued from previous page)

Interest penalties received as a result of loan prepayments by members are recognized as income in the year in which the
prepayment is made, unless only minor modifications (based on a present value of future cash flows test) were made to the
loan in which case they are deferred and amortized using the effective interest method.

Fees related to the origination or renewal of a loan are considered an integral part of the yield earned on a loan and are
recognized using the effective interest method over the estimated repayment term of the related loan.

Investment income is recognized as interest is earned on interest-bearing investments, and when dividends are declared on
shares.

Investment security gains and losses are recognized in accordance with the requirements of their classification as oufiined
further under the Financial Instruments policy note.

Loan syndication fees are recognized on completion of the syndication arrangement. Incremental direct costs for originating
or acquiring a loan are netted against origination fees.

Cammission revenue is recognized net of broker commission expense as earned on the effective date of each policy.
Other revenue is recognized as services are provided to members.

Financial instruments

Classification and measurement

All financial instruments are initially recognized at fair value at acquisition. Measurement in subsequent periods depends on
whether the financial instrument has been classified as fair value through profit or loss, available-for-sale, held-to-maturity,
loans and receivables, or other financial liabilities as described below. Transactions to purchase or sell these items are
recorded on the settlement date. During the year, there has been no reclassification of financial instruments.

Financial instruments classified as fair value through profit or loss are measured at fair value with unrealized gains and
lossas recognized through profit or loss. The Credit Union's financial instruments classified as fair value through profit or
loss include cash, derivative assets and liabilities, and line of credit.

Available-for-sale financial assets are measured at fair value with unrealized gains and losses recognized in other
comprehensive income. Certain equity instruments which do not trade in an open market and whose fair value cannot be
reliably measured are recorded at cost. The Credit Union's financial instruments classified as available-for-sale include
Concentra Bank demand and SaskCentral liquidity accounts recorded as cash equivalents, SaskCentral and Goncentra
Bank shares, equity instruments, and portfolio investments, including premiums and discounts.

Financial assets classified as held-to-maturity are subsequently measured at amortized cost using the effective inferest rate
method. The Credit Union's financial instruments classified as held-to-maturity inciude SaskCentral and Concentra Bank
terms and liquidity terms.

Financial assets classified as loans and receivables are subsequently measured af amortized cost. The Credit Union's
financial instruments classified as loans and receivables include all member loans receivable and accrued interest thereon,
and other receivable balances.

Financial instruments classified as other financial liabilities include member deposits and accrued interest thereon, accounts
payable, and membership shares. Cther financial liabilities are subsequently carried at amortized cost.

Derecognition of financial assets

Derecognition of a financial asset occurs when:

. The Credit Union does not have rights to receive cash flows from the asset;

. The Credit Union has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a “pass-through” arrangement; and
either:

. The Credit Union has transferred substantially all the risks and rewards of the asset, or
. The Credit Union has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.




Luseland Credit Union Limited

Notes to the Financial Statements
For the year ended December 31, 2017

Summary of significant accounting policies (Confinued from previous page}

When the Credit Union has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred or retained substantially all of the risks and rewards of the asset nor transferred
control of the asset, the asset is recognized to the extent of the Credit Union's continuing involvement in the asset. In that
case, the Credit Union also recognizes an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Credit Union has retained.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. Where an
existing financial liability is replaced by ancther from the same lender on substantially different terms, or the terms of the
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amount is recognized in net
income.

The Credit Union designates certain financial agsets upon initial recognition as at fair value through profit or loss (fair value
option). Financial instruments in this category are embedded derivatives.

Derivative financial instruments

Derivative instruments are recorded at fair value, including those derivatives that are embedded in financial or non financial
contracts that are not closely related to the host contracts. Changes in the fair values of derivative instruments are recorded
in net income.

Fair value measurements

The Cradit Union classifies fair value measurements recognized in the statement of financial position using a three-tier fair
value hierarchy, which prioritizes the inputs used in measuring fair value as follows:

. Level 1: Quoted prices (unadjusted) are available in active markets for identical assets or liabilities;

. Level 2: Inputs other than quoted prices in active markets that are observable for the asset or liability, either
directly or indirectly; and

. Leve! 3;: Unobservable inputs in which there is little or no markst data, which require the Credit Union to develop its

own assumptions.

Fair value measurements are classified in the fair value hierarchy based on the lowest level input that is significant to that-
fair value measurement. This assessment requires judgment, considering factors specific to an asset or a liability and may
affect placement within the fair value hierarchy.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits and short-term highly liquid investments with original
maturities of three manths or less that are readily convertible info known amounis of cash and which are subject to an
insignificant risk of changes in value. Cash and cash equivalents are shown net of bank overdrafts that are repayable on
demand and form an integral part of the Cradit Unicn’s cash management system.

fnvestments

Each investment is classified into one of the caiegories described under financial instruments. The classification dictates
the accounting treatment for the carrying value and changes in that value.

SaskCentiral and Concentra Financial deposits and shares

SaskCentral and Concentra Financial deposits are accounted for as held to maturity, adjusted to recognize other than a
temporary impairment in the underlying value, or as available for sale, based on management's intent. Shares are
accounted for as available for sale at cost, as no market exists for these invesiments.

Portfolio investments

Portfolio bonds are classified as available for sale or held to maturity, based on management’s intent. Held fo maturity
investments are adjusted to recognize other than a temporary impairment in the underlying value.

Investments in equity instruments that do not have a quoted market price in an active market are classified as available for
sale and measured at cost.




Luseland Credit Union Limited

Notes to the Financial Statements
For the year ended December 31, 2017

Summary of significant accounting policies (Continued from previous page)

Member loans receivable

Loans are initially recognized at their fair value and subsequently measured at amortized cost. Amortized cost is calculated
as the loans' principal amount, less any allowance for anticipated losses, plus accrued interest. Interest revenue is recorded
on the accrual basis using the effective interest method. Loan administration fees are amortized over the term of the loan
using the effective interest methad. The effective interest rate is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to the carrying amount of the financial asset.

Allowance for loan impairment

Allowance for loan impairment represents specific and collective provisions established as a result of reviews of individual
loans and groups of loans. In particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the impairment loss. In estimating these cash flows, the Credit Union makes judgments
about the credit worthiness of the borrower's financial situation and the net realizable value of collateral. These estimates
are based on assumptions about a number of factors and actual results may differ, resulting in future changes to the
allowance.

Member loans receivable that have been assessed individually and found not to be impaired are then assessed collectively,
in groups of assets with similar risk characteristics, to determine whether provision should be made due to incurred loss
events for which there s objective evidence but whose effects are not yet evident. The collective provision takes account of
data from the loan portfolio and based on analysis of historical data, such as credit quality, levels of arrears, historical
performance and economic outlook.

Individual allowances are established by reviewing the credit worthiness of individual borrowets and the value of the
collateral underlying the loan. Collective allowances are established by reviewing specific arrears and current economic
conditions.

Restructured loans are not considered impaired where reasonable assurance exists that the borrower will meet the terms of
the modified debt agreement. Restructured loans are defined as lpans greater than 90 days delinguent that have been
restructured outside the Credit Union's normal lending practices as it relates to extensions, amendments and
consolidations.

Loans are classified as impaired, and a provision for loss is established, when there is no longer reasonable assurance of
the timely collection of the full amount of principal or interest. It is the Credit Union’s policy that whenever a payment is 90
days past due, loans are classified as impaired unless they are fully secured or collection efforts are reasonably expected to
result in repayment of the debt.

In such cases, a specific provision is established to write down the loan to the estimated future net cash flows from the loan
discounted at the loans’ original effective interest rate. in cases where it is impractical to estimate the future cash flows, the
carrying amount of the loan is reduced to its fair value calculated based on an observable market price. Any previously
accrued but unpaid interest on the loan is charged fo the allowance for loan impairment. Interest income after the
impairment is recognized using the rate of interest used to discount the future cash flows for the purpose of measuring the
impairment loss.

Impairment of financial asseis

For financial assets carried at amortized cost, the Cradit Union first assesses individually whether objective evidence of
impairment exists for financial assets that are significant, or collectively for financial assets that are not individually
significant. If the Credit Union determines that no objective evidence of impairment exists for an individually assessed
financial asset, it includes the financial asset in a group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Financial assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not included in a collective assessment for impairment.

If there is objective evidence that an impairment loss has occurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows. The carrying amount of the
financial asset is reduced through the use of the provision for impaired financial assets and the amount of the impairment
loss is recognized in net income.

10



Luseland Credit Union Limited

Notes to the Financial Statements
For the year ended December 31, 2017

Summary of significant accounting policies (Continued from previous pagse)

The present value of the estimated future cash flows is discounted at the financial assets' original effective interest rate. The
calculation of the present value of estimated future cash flows reflects the projected cash flows including provisions for
impaired financial assets, prepayment losses, and costs to securitize and service financial assets.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognized in net income.

Impairment of non-financial assets

At the end of each reporting period, the Credit Union reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable ameunt of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an individual asset, the Credit Union estimates the recoverable amount of
the cash-generating units ("CGU"} to which the asset belongs. Where a reasonable and consistent basis of allocation can
be identified, corporate assets are also allocated to individual CGU's, or otherwise they are allocated to the smallest group
of CGU’s for which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an assat or CGU is estimated to be less than its carrying amount, the carrying amount of the
asset or CGU is reduced to its recoverable amount. An impaimment loss is recognized immediately in net income.

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset or CGU in prior years. A reversal of an
impairment loss is recognized immediately in net income.

Syndication

The Credit Union syndicates individual assets with various other financial institutions primarily to manage credit risk, create
liguidity and manage regulatory capital for the Credit Union. Syndicated loans transfer substantially all the risks and rewards
related to the transferred financial assets and are derecognized from the Credit Union’s statement of financial position. Al
loans syndicated by the Credit Union are on a fully serviced basis. The Credit Union receives fee income for services
provided in the servicing of the transferred financial assets. Fee income is recognized in other income on an accrual basis
in relation to the reporting period in which the costs of providing the services ars incurred.

Foreclosed assets

Foreclosed assets held for sale are initially recorded at the lower of cost and fair value less costs to sell. Cost comprises the
balance of the loan at the date on which the Credit Union obtains title to the asset plus subsequent disbursements related to
the asset, less any revenues or lease payments received. Foreclosed assets held for sale are subsequently valued at the
lower of their carrying amount and fair value less cost to sell. Foreclosed assets, if any, are recorded in member loans
receivable.

Property, plant and equipment

Property, plant aﬁd equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes
expenditures that are directly attributable to the acquisition of the asset. When parts of an item of property, ptant and
equipment have different useful lives, they are accounted for as separate items of property, plant and equipment.

All assets having limited usefu lives are depreciated using the declining-batance method over their estimated useful lives.
Land has an unlimited useful life and is therefore not depreciated. Assets are depreciated from the date of acquisition.
Internally constructed assets are depreciated from the time an asset is available for use,
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Summary of significant accounting policies (Continued from previous page)

The depreciation rates applicable for each class of asset during the current and comparative pericd are as follows:

Rate
Buildings 56 %
Computer equipment 33 %
Furniture and equipment 20 %

The residual value, useful life and depreciation method applied to each class of assets are reassessed at each reporting
date.

Gains or losses on the disposal of property, plant and eguipment will be determined as the difference between the net
disposal proceeds and the carrying amount of the asset, and recognised in net income as other operating income or other
operating costs, respectively.

income taxes

The Credit Union accounts for income taxes using the asset and liability method. Current and deferred taxes are recegnized
in net income except to the extent that the tax is recognized either in other comprehensive income or directly in equity, or
the tax arises from a business combination. Under this method, the provision for income taxes is based on the tax rates and
tax laws that have been enacted or substantively enacted by the end of the reporting period.

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities.

Deferred tax assets and liabiliies are measured at the tax rates that are expecied to apply to the period when the assets are
realized or the liabilities are settled.

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 income.

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 allows 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 no longer probable
that the related tax benefit will be realized.

Leases

A lease that ransfers substantially all of the benefits and risks of ownership is classified as a finance lease. At the inception
of a finance lease, an asset and a payment obligation are recorded at an amount equal to the lesser of the present value of
the minimum lease payments and the asset's fair market valus at inception of the lease. Assets under finance leases are
amortized on a straight-line basis, over their estimated useful lives. All other leases are accounted for as operating leases
and rental payments are expensed as incurred.

Employee benefits
The Credit Union's post employment benefit programs consist of a defined contribution plan.

Credit Unioh contributions to the defined contribution plan are expensed as incurred. Pension benefits of $36,315 (2016 —
$36,151) were paid to the defined contribution retirement plan during the year.

Accounts payable

Accounts payable are initially recorded at fair value and are subsequently carried at amortized cost, which approximates fair
value due to the short term nature of these liabilities.

Member deposits

Member deposits are initially recognized at fair value, net of transaction costs directly attributable to the issuance of the
instrument, and are subsequently measured at amortized cost using the effective interest rate method.
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Summary of significant accounting policies (Continued from previous page)

Membership shares

Shares are classified as liabilities or member equity in accordance with their terms. Shares redeemable at the option of the
member, either on demand or on withdrawal from membership, are classified as liabilities. Shares redeemable at the
discretion of the Credit Union Board of Directors are classified as equity. Shares redeemable subject to regulatory
restrictions are accounted for using the criteria set out in IFRIC 2 Members' Shares in Cooperative Entities and Simifar
Instruments.

Standards issued but not yet effective

The Credit Union has not yet applied the following new standards, interpretations and amendments to standards that have
been issued as at December 31, 2017 but are not yet effective. Unless otherwise stated, the Credit Union does not plan to
early adopt any of these new or amended standards and interpretations.

IFRS 9 Finangial instruments

The final version of IFRS @ (2014} was issued in July 2014 as a complete standard including the requirements for
classification and measurement of financial instruments, the new expected loss impairment model and the new hedge
accounting model. IFRS 9 (2014) will replace 1AS 39 Financial instruments: recognition and measurement. IFRS @ (2014) is
effective for reporting periods beginning on or after January 1, 2018.

IFRS 9 introduces a principles-based approach to the classification of financial assets based on an entity’s business model
and the nature of the cash flows of the asset. All financial assets, including hybrid contracts, are measured at fair value
through profit or loss, fair value through other comprehensive income or amortized cost. For financial liabilities, IFRS 9 is
substantially the same as was previously included in IAS 39,

IFRS 9 also introduces an expected cradit [oss impairment model for all financial assets not measured at fair value through
profit or loss. The model has three stages: (1} on initial recognition, a loss allowance is recognized and maintained equal to
12 months of expected credit losses; (2) if credit risk increases significantly relative to initial recognition, the loss allowance
is increased to cover full lifetime expected credit lossas; and (3) when a financial asset is considered credit-impaired, the
loss allowance continues to reflect lifetime expected cradit losses and interest revenue is calculated based on the carrying
amount of the asset, net of the loss allowance, rather than its gross carrying amount. Changes in the loss allowance,
including the movement between 12 months and lifetime expected credit losses, is recorded in profit or loss.

IFRS 9 also introduces a new hadge accounting model that aligns the accounting for hedge relatienships more closely with
an entity’s risk management activities, permits hedge accounting to be applied more broadly to a greater variety of hedging
instruments and risks and requires additional disclosures. IFRS @ includes an accounting policy choice to retain the IAS 32
requirements for hedge accounting.

The Credit Unian is currently assessing the impact of this standard on its financial statements. The new impairment and
classification and measurement requirements will be applied by adjusting the Credit Union's statement of financial position
cn January 1, 2018, the date of initial application of IFRS 9, with no restatement of comparative periods.

The adoption of IFRS 9 is expected to result in certain differences in the classification of financial assets when compared to
the Credit Union's classificafion under IAS 39. The Credit Union continues to monitor and refine certain elements of its
analysis of classification and measurement differences and the impairment assessment in advance of the Credit Union’s
December 31, 2018 financial statements.

IFRS 9 Financial instruments (Amendments)

In October 2017, the International Accounting Standards Board ("IASB") issued amendments to IFRS § Financial
Instruments, incorporated into Part | of the CPA Canada Handbook - Accounting by the Accounting Standards Board
("AcSB™) in November 2017, to address the classification of certain prepayable financial assets.

The amendments clarify that a financial asset that would otherwise have contractual cash flows that are solely payments of
principal and interest but do not meet that condition only as a result of a prepayment feature with negative compensation
may be eligible to be measured at either amortized cost of fair value through other comprehensive income. This
classfication is subject to the assessment of the business model in which the particular financial asset is held as well as
consideration of whether certain eligibility conditions are met.
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Summary of significant accounting policies (Confinued from previous page}

The amendments are effective for annual periods beginning on or after January 1, 2019. Earlier application is permitted.
The Credit Union has not yet determined the impact of this standard on its financial statements.

IFRS 15 Revenue from contracts with cusfomers

IFRS 15, issued in May 2014, specifies how and when entities recognize, measure, and disclose revenue. The standard
supersedes all current standards dealing with revenue recognition, including I1AS 11 Consiruction confracts, IAS 18
Revenue, IFRIC 13 Customer ioyalty programmes, IFRIC 15 Agreements for the consfruction of real estate, IFRIC 18
Transfers of assels from custorners, and SIC 31 Revenue — barter transacfions involving advertising services.

Amendments to IFRS 15, issued in Aprit 2018, clarify some requirements and provide additional transition relief for when an
entity first applies IFRS 15.

IFRS 15, and the amendments, are effective for annual periods beginning on or after January 1, 2018. The Credit Union has
not yet determined the impact of this standard on its financial statements.

IFRS 16 Leases

IFRS 18, issued in January 2018, introduces a single lessee accounting model that requires a lessee to recognize assets
and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value. The standard
will supersede IAS 17 Leases, IFRIC 4 Determining Whether an Arrangement Comntains a Lease, SIC-15 Operating Leases -
Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

IFRS 16 is effective for annual periods beginning on or after January 1, 2019. The Credit Union has not yet determined the
impact of this standard on its financial statements.

IFRIC 23 Uncertainty over income {ax treatments

In June 2017, the International Accounting Standards Board ("IASB") issued a new International Financial Reporting
Interpretation Committee ("IFRIC") interpretation, to specify how to reflect the effects of uncertainty in accounting for income
taxes. IAS 12 income Taxes provides reguirements on the recognition and measurement of current or deferred income tax
liabilities and assets. However, if does not provide a specific requirement for the accounting for income tax when the
application of tax law {0 a particular transaction or circumstance is uncertain. As a result, the interpretation aims to reduce
the diversity in how entities recognise and measure a tax lfability or tax asset when there is uncertainty over income tax
treatments.

The new interpretation is effective for annual periods beginning on or after January 1, 2019. Earlier application is permitied.
The Credit Union has not yet determined the impact of this interpretation on its financial statements

IAS 28 Investments in Associates and Joint Ventures (Amendments)

In Octeber 2017, the 1ASE issued amendments to IAS 28 Investments in Associates and Joint Ventures, incorporated into
Part | of the CPA Canada Handbook - Accounting by the AcSB in November 2017, to clarify the accounting for long term
interests in associates or joint ventures.

The amendments clarify that IFRS 9 Financial Instruments, including its impairment requirements, apply to long-term
interests in an associate or joint venture to which the equity method is not applied.

The amendments are effective for annual periods beginning on or after January 1, 2019. Earlier application is permitted.
The Credit Union has not yet determined the impact of this standard on its financial statements.
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Cash and cash equivalents

2017 2016
Cash 7,797,729 6,688,449
Cash eguivalents 7,384,255 4,676,914
15,181,984 11,365,363
Investments
2017 2016
Available for sale
Portfolio investments 12,104,828 8,048,806
SaskCentral and Concentra Bank shares 1,110,442 1,110,442
Other investments 475,884 543,417
13,691,154 9,702,765
Held to maturity
SaskCentral and Concentra Bank 18,000,000 13,000,000
31,691,154 22,702,765
Accrued interest 278,340 190,190
31,969,494 22,892,955

Statutory Liquidity

Pursuant to Regulations, SaskCentral requires that the Credit Union maintain 10% of ifs total liabilities in specified liquidity
deposits. The provincial regulator for Credit Unions, Credit Union Deposit Guarantee Corporation ("CUDGC"), requires that
the Credit Union adhere to these prescribed limits and restrictions. As of December 31, 2017 the Credit Union met the

requirement,

Liquidity Coverage Ratio

Effective January 1, 2017, the Credit Union has implemented a Liquidity Coverage Ratio ("LCR”) to be phased in over a
two-year period. This is a regulatory requirement of CUDGC, with the minimum beginning at 80% as of January 1, 2017,
The minimum requirement rises in equal steps of 10% annually to reach 100% on January 1, 2019 and continue thereafter.
The objective of the LCR is io ensure that the Credit Union has an adequate stock of unencumbered high-quality liquid

assets ("HQLA") that:

. consists of cash or assets that can be converted into cash at little or no loss of value; and

. meets its liquidity needs for a 30-calendar day stress scenario, by which time it is assumed corrective actions have
been taken by the Credit Unien and/or CUDGC.

This stress scenario noted above is viewed as a minimum requirement. The Credit Union conducts additional stress tests to
assess the lavel of liquidity to hold beyond the regulatery minimum, and constructs scenarios that could cause difficulties for
specific business activities. Internal stress tests have longer time horizons and results are reported to CUDGC upon
request.

The LCR is calculated as the value of the stock in HQLA in stressed conditions divided by the total net cash outfiows over
the next 30 calendar days.

As at December 31, 2017, the Credit Union is in compliance with these regulatory requirements.
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Investments (Continued from previous page)

The table below shows the credit risk exposure on investments, excluding liquidity reserves and balances on deposit with
SaskCentral and Concentra Bank. Ratings are as provided by Dominion Bond Rating Services ("DBRS"} unless otherwise
indicated.

2017 2016

Investment portfolio rating
AAA- 249,170 -
AA 4,621,022 3,377,266
A+ 2,000,000 -
A 500,000 4,000,000
A- 4,000,000 -
BBB 173,683 180,85¢
R1 610,442 610,442
Unrated 1,536,837 1,534,208

13,691,154 9,702,765

SaskCentral shares are included in the R1 category above and Concentra Bank shares are included in the A category
above as they became a bank (rated A) January 1, 2017 (2016 - Concentra Bank shares were unrated).

Member loans receivable

Principal and allowance by loan type:

2017

Principal Allowance Net carrying

performing collective value

Agriculture loans 7,306,455 - 7,396,455
Commercial loans 19,963,812 40,000 19,923,912
Cansumer loans 2,242,849 - 2,242,849
Lines of credit 3,904,613 - 3,804,613
Mortgages 35,000,493 - 35,000,493
68,508,322 40,000 68,468,322

Accrued interest 370,735 - 370,736
Total 68,879,057 40,000 68,839,057
2016

Principal Allowance Net carrying

performing collective value

Agriculture loans 4,813,230 - 4,813,230
Commercial loans 17,083,202 40,000 17,043,202
Consumer loans 2,119,081 - 2,119,081
Lines of credit 4,048,621 - 4,048,621
Mortgages 35,350,947 - 35,350,947
63,415,081 40,000 63,375,081

Accrued inferest 289,402 - 289,402
Total 63,704,483 40,000 63,664,483
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Member loans receivable (Confinued from previous page)

There was no change in the allowance for loan impairment from the prior year.

A loan is considered past due when a counterparty has not made a payment by the contractual due date. The table that
follows presents the carrying value of loans at year-end that are past due but not classified as impaired because they are
either i) less than 90 days past due, or i) fully secured and collection efforts are reasonably expected to result in repayment.

December 31, 2017 1-30 days 31-60 days 61-90 days 91 days and Total
greater

Consumer loans 16,622 - - - 16,622

Commergial loans 116,903 - - 3,627 120,530

Mortgages 301,254 - - - 391,254

Total 524,679 - - 3,627 528,306

December 31, 2016 1-30 days 31-60 days 61-90days 91daysand Total
greater

Consumer loans 5,373 - - - 5373

Commercial loans - 63,132 - - 683,132

Total 5,373 63,132 - - 68,505

The principal collateral and other credit enhancements the Credit Union holds as security for loans include (i) insurance,
montgages over residential lots and properties, (ii) recourse to business assets such as real estate, equipment, inventory
and accounts receivable, (iii) recourse to commercial real estate properties being financed, and {iv) recourse to liguid
assets, guarantees and securities. Valuations of collateral are updated periodically depending on the nature of the
collateral. The Credit Union has policies in place to monitor the existence of undesirable concentration in the collateral
supporting its credit exposure. In management's estimation, the fair value of the collateral is sufficient to offset the risk of
loss on the loans past due but not impaired.

Other assets
2017 2016
Corporate income tax recoverable 5,898 -
Prepaid expenses and deposits 8,423 11,118
Deferred tax asset 1,120 1,120
15,441 12,238
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9.

10.

11.

Property, plant and equipment

Furniture
Computer and
Land Buildings equipment equipment Total
Cost
Balance at December 31, 2015 134,234 382,014 136,885 141,366 794,499
Additions - 501,747 - - 501,747
Balance at December 31, 2016 134,234 883,761 136,885 141,366 1,296,246
Additions - 2,104,159 167,158 140,852 2,412,169
Disposals {2,984) (171,960) (132,489) (104,171) {411,604)
Balance at December 31, 2017 131,250 2,815,960 171,554 178,047 3,296,811
Accumulated depreciation

Balance at December 31, 2015 - 174,573 134,768 135,924 442,265
Depreciation - - 9,502 2,117 5,442 17,061
Balance at December 31, 2016 - 181,075 136,885 141,366 459,326
Depreaciation - 164,608 55,162 28,170 247,940
Disposals - {161,613) {132,489} (104,171) (388,273)
Balance at December 31, 2017 - 194,070 59,558 65,365 318,993
Net book value
At December 31, 2016 134,234 702,686 - - 836,920
At December 31, 2017 134,250 2,621,890 111,996 112,682 2,977,818

In 2015, land was purchased for the purpose of constructing a new building. Total costs for construction incurred to date
and included in the carrying amount of property, plant and equipment are $2,605,960 (2016 — $522,148). As at December
31, 2016 no depreciation had been taken on these amounts as they were not yet available for use. The building became

available for use in 2017.

Line of Credit

The Credit Union has an authorized line of credit due on demand, with no fixed repayment date, bearing interest at prime
minus 0.5% in the amount of $1,800,00 {2016 - $1,800,000) from SaskCentral.

Borrowings are secured by an assignment of book debts, financial services agreement, and an operating account

agreement.

Member deposits

2017 2016

Cheqguing, savings, plan 24 84,005,601 71,719,608
Registered savings plans 4,745,870 4,586,820
Term deposits 20,787,594 13,804,688
Accrued interest 186,496 118,633
109,725,661 90,229,749
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11.

12.

13.

Member deposits (Continued from previous page)
Member deposits are subject to the following terms:
Chequing, savings and plan 24 products are due on demand and bear interest at rates up to 1.25% (2016 - 1.25%).

Registered savings plans are subject to fixed and variable rates of interest up to 2.50% (2016 - 2.50%), with interest
payments due monthly, annually or on maturity.

Term deposits are subject to fixed and variable rates of interest up to 2.00% (2016 - 2.00%), with interest payments due
monthly, annually or on mafurity.

Income tax

Income tax expense recognized in net income

The applicable tax rate is the aggregate of the federal income tax rate of 10.5% on income under $500,000 and 15% on
income greater than $500,000 (2016 - 10.5% and 15%) and the provincial tax rate of 2% on income under $500,000 and
11.75% on income over $500,000 (2016 - 2% and 12%).

Deferred income tax expense recognized in net income
No amounts were recognized in net income for deferred income tax expense in the current year.

Reconciliation between average effective fax rate and the applicable tax rate

2017 2016
Applicable tax rate 26.75 % 27.00 %
Small business deduction (14.25Y% (14.50)%
Income not eligible for deduction 6.65 % 6.67 %
Non-deductible and other items 0.38 % (0.08)%
Average effective tax rate (tax expense divided by profit before tax) 19.53 % 19.09 %

In Qctober 2013, the government enacted a change in the federal tax rate from 11% to 15% that was introduced in the
March 2013 budget. This increase in tax rate will impact income within the Credit Union with a phase in over the five year
period from 2013 o 2018. Federally, the result is 100% of the Credit Union's taxable income greater than $500,000 was
taxed at a rate of 15% for 2017.

In March 2017, the provincial government announced a decrease in the provincial tax rate to 11% in half-point increments
effective July 1, 2017 and July 1, 2019. This proposal was subsequently reversed with the tax rate reverting to the previous
12% rate effective January 1, 2018. The resulting general corporate income tax rate for 2017 is 11.75% on income greater
than $500,000.

The provincial government also announced a phase-out of the credit union tax reduction over a four year period
commencing in 2017. This increase in tax rate is not expected to impact the Credit Union as they are not eligible for the
Credit Union deduction.

Other liabilities

2017 2016
Accounts payable 107,990 81,277
Corporate income tax payable - 24,162
107,990 105,439
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14.

15.

16.

Membership shares

Authorized:
Unlimited number of Common shares, at an issue price of $5.

Issued:
2017 2016

1,565 Common shares (2016 - 1,492) 7,825 7,460

All common shares are classified as liabilities.

When an individual becomes a member of the Credit Union, they are issued a common share at $5 per share. Each
member of the Credit Union has one vote, regardless of the number of common shares held.

During the year, the Credit Union issued 117 (2016 - 80) and redeemed 44 (2018 - 62) common shares.

Patronage
The Credit Union declared a patronage refund payable in the amount of $150,000 on Dec 21, 2017 (2016 - $150,000), to be
paid by cash to the members based on participation for the year ended December 31, 2017.

The patronage refund of $150,000 {2016 - $150,000) has been reflected in the statement of comprahensive income with
related tax savings of approximately $40,125 {2016 - $40,500) being reflected in the current year's provision for income
taxes.

Related party transactions

Key management compensation of the Credit Union

Key management personnel ("KMP"} of the Credit Union are the General Manager, Office Manager and members of the

Board of Directors. KMP remuneration includes the following expenses:
2017 20186

Salaries and short-term benefits 318,267 302,928

Transactions with joint ventures of the Credit Union

CEAMS is an unincorporated entity that provides electronic account management and financial services systems for its
members. CEAMS was formed on June 1, 1997 and commenced operations immediately thereafter. The activities of
CEAMS are transacted in accordance with the terms and conditions of the Memorandum of Association, dated June 1,
1997, as amended from fime to time. The Credit Unien owns a nominal interest in this joint venture.

Transactions with key management personnel

The Credit Union, in accordance with its policy, may grant credit to its directors, management and staff at concessional
rates of interest on their loans and facilities.

Loans made to KMP are approved under the same lending criteria applicable t¢ membears and are included in member
loans on the statement of financial position. There are no loans to KMP that are impaired.

Directors, management and staff of the Credit Union hold deposit accounts. These accounts are maintained under the
same terms and conditions as accounts of other members, and are included in deposit accounts on the statement of
financial position.
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16.

Related party transactions (Continued from previous page)
There are no benefits or concessional terms and conditions applicable to the family members of KMP.

These loans and deposits were made in the normal course of operations and are measured at the exchange amount, which
is the consideration established and agreed to by the related parties.

2017 . 2016
Aggregate loans to KMP 2,378,766 2,644,410
Aggregate revolving credit facilities to KMP 102,000 96,800
Less: approved and undrawn lines of credit {61,080) {63,623)
2,419,686 2,677 587
2017 2016
During the year the aggregate value of loans and lines of credit approved to KMP
amounted to:
Revolving credit 5,200 -
Mortgages - 9,423
Loans 661,580 94,626
666,780 104,049
2017 2016
Interest earned on loans and revolving credit facilities to KMP 86,871 104,740
Interest paid on deposits to KMP 29,242 26,700
2017 2016
The total value of member deposits from KMP as at the year-end:
Chequing and demand deposits 4,130,176 1,659,465
Term deposits 143,482 272,851
Registered plans 87,112 347,297
Total value of member deposits due to KMP 4,360,770 2,279,613
Directors’ fees and expenses
2017 2016
Directors' expenses 4,407 5,661
Meeting, training and conference costs 3,780 1,890

SaskCentral and Concentra Bank

The Credit Union is & member of SaskCentral, which acts as a depository for surplus funds received from and loans made
to credit unions. SaskCentral alse provides other services for a fee to the Credit Union and acts in an advisory capacity.

The Credit Union is related to Concentra Bank, which is owned in part by SaskCentral. Concentra Bank provides financial
intermediation and trust services to Canadian credit unions and associated commercizal and refail customers.

Interest earned on investments during the year ended December 31, 2017 ameunted to $326,179 (2016 - $225,473).
Interest paid on borrowings during the year ended December 31, 2017 amountad to $1,783 (2016 - $1,899).
Payments made for affiliation dues for the year ended December 31, 2017 amounted to $22,422 (2016 - $19,858).
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16.

17.

Related party transactions (Continued from previous page)
Celero Solutions

The Credit Union has entered into an agreement with Celero Solutions to provide the delivery of banking system services
and the mainienance of the infrastructure needed to ensure uninterrupted delivery of such services. Celero Solutions was
formed as a joint venture by the Credit Union Centrals of Alberta, Saskatchewan and Manitoba along with Concentra Bank.

Capital management

A capital management framework is included in policies and procedures established by the Board of Directors. The Credit
Union's objectives when managing capital are to:

Adhere to regulatory capital requirements as minimum benchmarks;

Co-ordinate strategic risk management and capital management;

Develap financial performance targets/budgets/goals;

Administer a patrenage program that is consistent with capital requirements;

Administer an employee incentive program that is consistent with capital requirements; and
Develop a growth strategy that is coordinated with capital management requirements.

CUDGC prescribes capital adequacy measures and minimum capital requirements. The capital adequacy rules issued by
CUDGC are based on the Basel lll framework, consistent with the financial industry in general.

The Credit Union follows a risk-weighted asset calculation for credit and operational risk. Under this approach, credit unions
are required to measure capital adequacy in accordance with instructions for determining risk-adjusted capital and risk-
weighted assets, including off-balance sheet commiiments. Based on the prescribed risk of each type of asset, a weighting
of 0% to 1,250% is assigned. The ratio of regulatory capital to risk-weighted assats is calculated and compared fo the
standard outlined by CUDGC. Regulatory standards require cradit unions to maintain a minimum total eligible capital to risk-
weighted assets of 8%, a minimum tier 1 capital to risk-weighted assets of 6% and a minimum common equity tier 1 capital
to risk-weighted assets of 4.5%. In addition to the minimum capital ratios, the Credit Union is required to hold a capital
conservation buffer of 2.5%. The capital conservation buffer is designed to avoid breaches of the minimum capital
requirement. Eligible capital consists of total tier 1 and tier 2 capital.

Tier 1 capital is defined as a credit union’s primary capital and comprises the highest quality of capital elements while tier 2
is secondary capital and falls short of meeting tier 1 requirements for permanence or freedom from mandatory charges. Tier
1 capital consists of two components: common equity tier 1 capital and additional tier 1 capital. Common equity tier 1
capital includes retained eamnings, contributed surplus and accumulated other comprehensive income ("AOCI").

Deductions from common equity tier 1 capital include goodwill, intangible assets, deferred tax assets (except those arising
from temporary differences), increases in equity capital resulting from securitization transacfions, unconsolidated substantial
investments and fair value gains/losses on own-use pioperty. Additional tier 1 capital consists of qualifying membership
shares and other investment shares issued by the Credit Union that meet the criteria for inclusion in additional tier 1 capital.

Tier 2 capital includes a collective allowance for credit losses to a maximum of 1.25% of risk-weighted assets, subordinated
indebtedness, and qualifying membership shares or other investment shares issued by the Credit Union that meet the
criteria for inclusion in tier 2 capital and are not included in tier 1 capital.

Regulatory standards also require the Credit Union to maintain a minimum leverage ratio of 5%. This ratio is calculated by
dividing eligible capital by total assets less deductions from capital plus specified off-balance sheet exposures. Based on
the type of off-balance sheet exposure, a conversion factor is applied fo the leverage ratio.
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17.

18.

Capital management (Continued from previous page)

The following table compares CUDGC regulatory standards to the Credit Union's board policy for 2017:

Regulatory Board standards

standards
Total eligible capital to risk-weighted assets 10.50 % 12.00 %
Tier 1 capital to risk-weighted assets 8.50 % 12.00 %
Common equity tier 1 capital to risk-weighted assets 7.00 % 12.00 %
Leverage ratio 5.00 % 7.00 %

During the year, the Credit Union complied with ail internal and extarnal capital requirements.

The following table summarizes key capital information:

2017 2016
Eligible capital
Comman equity tier 1 capital 9,142,418 8,429,311
Additional tier 1 capital - -
Total tier 1 capital 9,142,418 8,429,311
Total tier 2 capital 47,825 47 460
Total eligible capital 9,190,243 8,476,771
Risk-weighted assets
Total eligible capital to risk-weighted assets 13.10 % 13.77 %
Total tier 1 capital to risk-weighted assets 13.03 % 13.69 %
Common equity tier 1 capital to risk-weighted assets 13.03 % 13.69 %
Leverage ratio 7.69 % 8.56 %

Financial instruments

The Credit Union as part of its operations carries a number of financial instruments. It is management's opinion that the
Credit Union is not exposed to significant interest, currency or credit risks arising from these financial instruments except as
otherwise disclosed.

Risk management policy

The Credit Union carries a number of financial instruments which result in exposure to the following risks: credit risk, market
risk, and liquidity risk.

The Credit Union, as part of operations, has established avoidance of undue concentrations of risk, hedging of risk
exposures, and requirements for collateral to mitigate credit risk as risk managament objectives. In seeking to meet these
objectives, the Credit Union follows risk management policies approved by its Board of Directors.

The Credit Union's risk management policies and procedures include the following:

Ensure all activities are consistent with the mission, vision and values of the Credit Unicn;
Balance risk and return;

Manage credit, market and liquidity risk through preventative and detective controls,
Ensure credit quality is maintained;

Ensure credit, market, and liquidity risk is maintained at acceptable levels;

Diversify risk in transactions, member relationships and loan portfolios;

Price according to risk taken; and

Use consistent credit risk exposure tools.
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Financial instruments (Confinued from previous page)

Various Board of Directors committees are involved in risk management oversight, including the Audit and Risk Committee
and Conduct Review Committee.

There have been no significant changes from the previous year in the exposure to risk, policies, procedures or methods
used to measure risk.

Credit risk

Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to honour its financial or contractual
obligations to the Credit Union. Credit risk primarily arises from loans receivable. Management and the Board of Directors
review and update the credit risk policy annually. The Credit Union's maximum credit risk expesure before taking into
account any collateral held is the carrying amount of loans as disclosed on the statement of financial position with additional
detail reported in Note 7. For investment securities and derivative instruments, the Credit Union is exposed to the risk of
default by the counterparty for instruments reported in Note G.

Concentration of credit risk exists if a number of borrowers are engaged in similar economic activities or are located in the
same geographical region, and indicate the relative sensitivity of the Credit Union's performance to developments affecting
a particular segment of borrowers or geographical region. Geographical risk exists for the Credit Union due to its primary
service area being Luseland, Saskatchewan and surrounding area.

Credit risk management for loan porifolio

The Credit Union employs a risk measurement process for its loan portfalio which is designed to assess and quantify the
level of risk inherent in credit granting activities. Risk is measured by reviewing gualitative and quantitative factors that
impact the loan portfolio and starts at the time of a member credit application and centinues until the loan is fully repaid.

Management of credit risk is established in policies and procedures by the Board of Directors.

The primary credit risk management policies and procedures include the foliowing:

. Loan security (collateral) requirements;
» Security valuation processes, including method used to determine the value of real property and personal
property when that property is subject to & morigage or other charge; and
. Maximum loan to value ratios where a mortgage or other charge on real or personal property is taken as
security.
Borrowing member capagcity (repayment ability) requirements;
Borrowing member character requirements,;
Limits on aggregate credit exposure per individual and/or related parties;
Limits on concentration to credit risk by loan type, industry and economic sector; -
Limits on types of credit facilities and services offered,
Internal loan approval processes and loan documentation standards;
Loan re-negotiation, extension and renewal processes,
Processes that identify adverse situations and trends, including risks associated with economic, geographic and
industry sectors; ‘
Control and monitoring processes including portfolio risk identification and delinquency tolerances;
Timely loan analysis processes to identify, assess and manage delinquent and impaired loans;
Collection processes that include action plans for deteriorating loans;
Overdraft control and administration processes; and
Loan syndication processes.
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Credit risk management for investments and derivative instruments

Management of risk in relation to investments and derivatives is performed as per Board approved policies which set out
eligible investment securities and limits on exposure to single entities, issuer groups and maximum terms of investment.
Eligible derivatives are defined in policy which includes limits on approval for purchase and disposal of investments and
derivatives. Credit risk within these portfolios is monitored and measured by reviewing exposure to individual counterparties
and ensuring the Credit Union remains within policy limits by issuer weightings and by dollar amount. The quality of the
counterparty is assessed through published credit ratings which is outlined in Note 6.

Credit commitments

To meet the needs of its members and manage its own exposure to fluctuations in interest rates, the Credit Union
participates in various commitments and contingent liability contracts. The primary purpose of these contracts is to make
funds available for the financing needs of members. These are subject to normal credit standards, financial controls, risk
management and monitoring procedures. The contractual amounts of these credit instruments represent the maximum
credit risk exposure without taking into account the fair value of any collateral, in the event other parties fail to perform their
obligations under these instruments.

The Credit Unien makes the following instruments available to its members:

(a) guarantees and standby letters of credit representing irrevocable assurances that the Credit Union will pay if a
member cannot meet their obligations to a third party,

(b} commitments to extend credit representing unused portions of authorizations to extend credit in the form of loans,
{(including lines of credit), guarantees or letters of credit.

The amounts shown on the table below do not necessarily represent future cash requirements since many commitments will
expire or ferminate without being funded.

As at year-end, the Credit Union had the following outstanding financial instruments subject to credit risk:

2017 2016
Unadvanced lines of credit 7,560,217 6,570,447
Guarantees and standby letters of credit 205,000 5,000
Commitmenits to extend credit 265,569 225,044
8,020,786 6,800,491

Market risk

Market risk is the risk of loss in value of financiat instruments that may arise from changes in market factors such as interest
rates, equity prices and credit spreads. The Credit Union's exposure changes depending on market conditions. Market risks
that have a significant impact on the Credit Union include fair value risk and interest rate risk.

Market risk arises from changes in interest rates that affect the Credit Union’s net interest income. Exposure to this risk
directly impacts the Credit Union's income from its loan and deposit portfolios. The Credit Union's objective is to earn an
acceptable net return on these portfolios, without taking unreasonable risk, while meeting member owner needs.

Risk measurement

The Credit Union's risk position is measured and monitored each month to ensure compliance with policy. Management
provides quarterly reports on these matters to the Credit Union's Board of Directors.
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Financial instruments (Conﬁnued from previous page)
Objectives, policies and processes

Management is responsible for managing the Credit Union's interest rate risk, monitoring approved limits and compliance
with policies. The Credit Union manages market risk by developing and implementing asset and liability management
policies, which are approved and periodically reviewed by the Board of Directors.

The Credit Union's goal is to achieve adequate levels of profitability, liquidity and safety. The Board of Directors reviews the
Credit Union's investment and asset liability management policies periodically to ensure they remain relevant and effective
in managing and confrolling risk.

Interest rate risk

Interest rate risk is the sensitivity of the Credit Union's financial condition to movements in interest rates. Cash flow interest
rate risk is the risk that the future cash flows of the Credit Union's finangial instruments will fluctuate due to changes in
market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of
changss in prevailing market interest rates. Interest margins reported in comprehensive income may increase or decrease
in respense to changes in market interest rates. The Credit Union incurs interest rate risk on its loans and ofher interest
bearing financial instruments.

In managing interest rate risk, the Credit Union relies primarily upon use of asset - liability and interest rate sensitivity
simulation models, which is monitored by the Credit Union. Periodically, the Credit Union may enter into interest rate swaps
to adjust the exposure to interest rate risk by modifying the repricing of the Credit Union’s financial instruments.

Sensitivity analysis is used to assess the change in value of the Credit Union’s financial instruments against a range of
incremental basis point changes in interest rates over a twelve month period. Interest rate shock analysis is calculated in a
similar manner to sensitivity analysis but involves a more significant change of 100 basis points or greater in interest rates.
Sensitivity analysis and interest rate shock analysis are calculated on a quarterly basis and are reported to the Board of
Directors. Based on current differences between financial assets and financial liabilities as at year-end, the Credit Union
estimates that an immediate and sustained 100 basis point increase in interest rates would increase net interest income by
$189,279 over the next 12 months while an immediate and sustained 100 basis point decrease in interest rates would
decrease net interest income by $189,279 over the next 12 months.

Other types of interest rate risk are basis risk (the risk of loss arising from changes in the relationship of interest rates which
have similar but not identical characteristic; for example, the difference between prime rates and the Canadian Deposit
Offering Rate) and prepayment risk (the risk of loss of interest income arising from the early repayment of fixed rate
mortgages and loans), both of which are monitored on a regular basis and are reported to the Board of Directors.

The Credit Union's major source of income is financial margin which is the difference between interest earned on
investmenis and loans fo members and interest paid to members on their deposits. The cbjective of managing the financial
margin is to match repricing or maturity dates of loans and investments and member deposits within policy limits. These
limits are intended to limit the Credit Union's exposure to changing interest rates and to wide fluctuations of income during
periods of changing interest rates. The differential represents the net mismatch between loans and investments and
member deposits for those particular maturity dates. Certain items on the statement of financial position, such as non-
interest bearing member deposits and equity do nof provide interest rate exposure to the Credit Union. These items are
reported as non-interest rate sensitive in the table below.

Amounts with variable interest rates, or due on demand, are classified as on demand.
Interest rate sensitivity

In the table below, the carrying amounts of financial instruments are presented in the periods in which they next reprice to
market rates or mature and are summed to show the net interest rate sensitivity gap.
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Contractual repricing and maturity

All financial instruments are reported in the schedule below based on the earlier of their contractual repricing date or
maturity date. The schedule below does not identify management's expectations of future events where repricing and
maturity dates differ from contractual dates.

(in thousands)
2017 2016
Over 3
Within 3 monthsto 1 Non-Interest
On demand months year Over 1 year Sensitive Total Totai
Assets
Cash and cash
equivalents 7,384 7,539 - - 259 15,182 11,365
Average yield % 0.94 0.90 - - - 0.90 0.39
Investments 56 6,099 12,115 12,311 1,388 31,969 22,893
Average yield % 0.94 1.29 1.68 1.74 - 1.55 1.54
Member loans
receivable 47,542 700 5,067 15,159 37 68,839 63,664
Average yield % 4.84 4.51 4.04 3.72 - 4,51 3.77
54,982 14,338 17,182 27,470 2,018 115,990 97,922
Liabilities
Member deposits 50,529 1,926 13,446 27977 15,848 109,726 90,230
Average yisld % 0.75 1.25 1.15 1.11 - 0.79 0.80
Membership shares - - - - 8 8 7
Accounts payable - - - - 108 108 81
50,529 1,926 13,446 27,977 15,964 109,842 90,318
Net sensitivity 4,453 12,412 3,736 {507) (13,948) 6,148 7,604

Fair value risk

Fair value risk is the potential for loss from an adverse movement in the value of a financial instrument. The Credit Union
incurs fair value risk on its loans, certain deposit accounts and investments held. The Credit Union does not hedge its fair
value risk. See Note 19 for further information on fair value of financial instruments.

Liquidity risk

Liguidity risk is the risk that the Credit Union cannot meet a demand for cash or fund its obligations as they come due. The
Credit Union's management oversees the Credit Union's liquidity risk to ensure the Credit Union has access to enough
readily available funds to cover its financial obligations as they come due. The Credit Union's business requires such
liquidity for operating and regulatory purposes. Refer to Note & for further information about the Credit Union's regulatory
requirement.

Liquidity risk is managed through a three tiered structure consisting of the local Credit Union level, the provincial Credit
Union level and the national Credit Union level.
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Financial instruments (Continued from previous page)

Locally, the Credit Union manages its liquidity position from three perspectives:

Structural liquidity risk, which addresses the risk due to mismatches in effective maturities between assets and
liabilities, more specifically the risk of over reliance on short-term liabilities to fund long-term illiquid assets;
Tactical liquidity risk, which addresses the day-to-day funding requirements that are managed by imposing
prudential limits on net fund outflows; and

Centingent liquidity risk, which assess the impact of sudden stressful events and the Credit Union's responses
thereto.

The primary liquidity risk policies and procedures include the following:

* 2 & 2 "

Liguidity risk management framework o measure and confrol liquidity risk exposure;
Measurement of cashflows;

Maintain a line of credit and borrowing facility with SaskCentral;

Maintenance of a pool of high guality liquid assets;

Monitoring of single deposits and sources of deposits; and

Monitoring of term deposits.

Provincially, SaskCentral manages a statutory liguidity pool of marketable investment securities on behalf of Saskatchewan
Credit Unions to facilitate clearing and settlement, daily cash flow management and emergency liquidity support. Nationally,
credit union centrals are represented by one central which acts as the Group Clearer, Central 1 Credit Union. The Group
Clearer is a member of the Canadian Payments Association and pools provincial cash flows to seitle with the Bank of

Canada.

The following table details contractual maturities of financial liabilities:

As at December 31, 2017:

{in thousands)
<1 year 1-2 years > 3 years Total
Member deposits 81,749 3,587 24 380 109,726
Accounts payable 108 - - 108
Membership shares g - - 8
Total 81,865 3,587 24,390 109,842
As at December 31, 2016:
{in thousands}
<1 year 1-2 years > 3 years Total
Member deposits 65,461 2,787 21,982 90,230
Accounts payable 81 - - 81
Membership shares 7 - - 7
Total 65,549 2,787 21,982 90,318
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The Credit Union manages liquidity risk on a net asset and liability basis. The following tables explain the contractual
maturities of financial assets held for the purpose of managing liquidity risk.

As at December 31, 2017

{in thousands)
<1 year 1-2 years > 3 years Total
Cash and cash equivalents 15,182 - - 15,182
Investments 19,658 2,000 10,311 31,969
Member loans receivable 53,680 5,838 9,321 68,839
Total 88,520 7,838 19,632 115,990
As at December 31, 2016
{in thousands)
<1 year 12 years > 3 years Total
Cash and cash equivalents 11,365 - - 11,365
Investments 14,263 3,000 5,630 22,893
Member loans receivable 51,398 3,353 8,913 63,664
Total 77,026 6,353 14,543 97,922

The above tables were prepared using undiscounted contractual maturities of financial assets and liabilities.

Fair value measurements

Recurring fair value measurements

The Credit Union’s assets and liabilities measured at fair value on & recurring basis have been categorized into the fair
value hierarchy as follows:

2017

{In thousands) Fair Value Level 1 Level 2 Level 3
Assets
Financial assets at fair value through profit or loss _
Cash 7,798 7,798 - -
Available-for-sale financial assets

Cash equivalents 7,384 7,384 - -
Investments 12,105 12,105 - -
Total recurring fair value measurements 27,287 27,287 - -
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Fair value measurements (Continued from previous pags)

2016 ‘

(in thousands) Fair Value Level 1 Level 2 Level 3
Assets
Financial assets at fair value through profit or loss
Cash 6,688 6,688 - -
Available-for-sale financial assets
Cash equivalents 4,877 4,677 - -
Investments 8,189 8,189 - -
Total recurring fair value measurements 19,554 19,554 - -

As outlined in Note 4 to the financial statements, the Credit Union's SaskCentral and Concentra Bank shares and
investments in equity instruments that do not have a quoted market price in an active market are classified as available for
sale and measured at cost, therefore are not included in the above table. Amortized cost of these items totalled $1,586,326
(2016 - $1,514,858).

Asset and liabilities for which fair value is only disciosed

The following table analyses within the fair value hierarchy the Credit Union's assets and liabilities (by class) not measured
at fair value at December 31, 2017 but for which fair value is disclosed:

2017

(In thousands) Fair Value Level 1 Level 2 Level 3
Assets
Investments 18,278 - 18,278 -
Member loans receivable 88,657 - 68,657 -
Total assets 86,935 - 86,935 -
Liahilities
Member deposits 109,519 - 109,519 -
Membership shares 8 - - 8
Accounts payable 108 - 108 -
Total liabilities 109,635 - 109,627 8
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Fair value measurements (Confinued from previous page)

2016

(in thousands) Fair Value Level 1 Level 2 Level 3
Assets

Investments 13,340 - 13,340 -
Member loans receivable 63,549 - 63,549 -
Total assets 76,889 - 76,889 -
Liabilities

Member deposits 89,977 - 89,977 -
Membership shares 7 - - 7
Accounts payable a1 - 81 -
Total liabilities 90,085 - 90,058 7

All fair values disclosed and categoerized within Level 2 of the hierarchy use a nat present value valuation technique and
inputs consisting of actual balances, actual rates, market rates (for similar instruments) and payment frequency.

As there is no observable market data for all fair values disclosed and categorized within Level 3 of the hierarchy, the Credit
Union has assumed that the fair value of the amounts is comparable to their amortized cost.

Commitments

In 2018, the Credit Union entered into a seven year commitment with Celero for the provision of retail banking services. The
annual operating fee is calculated based on the average number of outstanding accounts throughout the year. The annual
operating fees to December 31, 2017 were $54,709 and recorded as an expense (2018 estimate of operating fees -
$55,723).

In prior years the Credit Union entered into an agreement to purchase units in the APEX Il Investment Fund. The Credit
Union makes advances to the Fund when requested which decreases the remaining commitment. Redemption of units
does not increase the total remaining commitment to the Fund. At the end of December 2017 the Credit Union has
advanced $316,381 of their total commitment of $500,000 to the APEX Il Investment Fund.

Other legal and regulatory risk

Legal and regulatory risk is the risk that the Credit Union has not complied with requirements set out in terms of compliance
such as standards of sound business practice, anti-money laundering legislation or their code of conduct/conflict of interest
requirements. In seeking to manage these risks, the Credit Union has established policies and procedures and monitors to
&nsure ongeing compliance.
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