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)URP�WLPH�WR�WLPH��&HQWUDO���PDNHV�ZULWWHQ�IRUZDUG�ORRNLQJ�VWDWHPHQWV��
LQFOXGLQJ�LQ�WKLV������$QQXDO�5HSRUW��LQ�RWKHU�ƂOLQJV�ZLWK�&DQDGLDQ�UHJXODWRUV��
LQ�RWKHU�UHSRUWV�WR�PHPEHUV��DQG�LQ�RWKHU�FRPPXQLFDWLRQV��,Q�DGGLWLRQ��
UHSUHVHQWDWLYHV�RI�&HQWUDO���PD\�PDNH�IRUZDUG�ORRNLQJ�VWDWHPHQWV�RUDOO\�WR�
DQDO\VWV��LQYHVWRUV��WKH�PHGLD�DQG�RWKHUV��6XFK�VWDWHPHQWV�PD\�EH�FRQVLGHUHG�WR�
EH�IRUZDUG�ORRNLQJ�VWDWHPHQWV�XQGHU�DSSOLFDEOH�&DQDGLDQ�VHFXULWLHV�OHJLVODWLRQ�

:LWKLQ�WKLV�GRFXPHQW��IRUZDUG�ORRNLQJ�VWDWHPHQWV�LQFOXGH��EXW�DUH�QRW�OLPLWHG�
WR�VWDWHPHQWV�UHODWLQJ�WR�&HQWUDO��ŒV�ƂQDQFLDO�SHUIRUPDQFH�REMHFWLYHV��YLVLRQ�
DQG�VWUDWHJLF�JRDOV��WKH�HFRQRPLF��PDUNHW�DQG�UHJXODWRU\�UHYLHZ�DQG�RXWORRN�
IRU�WKH�&DQDGLDQ�HFRQRP\�DQG�WKH�SURYLQFLDO�HFRQRPLHV�LQ�ZKLFK�&HQWUDO��ŒV�
PHPEHU�FUHGLW�XQLRQV�RSHUDWH��7KH�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ�SURYLGHG�KHUHLQ�
LV�SUHVHQWHG�IRU�WKH�SXUSRVH�RI�DVVLVWLQJ�UHDGHUV�LQ�XQGHUVWDQGLQJ�&HQWUDO��ŒV�
ƂQDQFLDO�SRVLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�DV�DW�DQG�IRU�WKH�SHULRGV�HQGHG�RQ�
WKH�GDWHV�SUHVHQWHG��)RUZDUG�ORRNLQJ�VWDWHPHQWV�DUH�W\SLFDOO\�LGHQWLƂHG�E\�
ZRUGV�VXFK�DV�ŔEHOLHYHŕ��ŔH[SHFWŕ��ŔDQWLFLSDWHŕ��ŔHVWLPDWHŕ��ŔSODQŕ�DQG�VLPLODU�
H[SUHVVLRQV�RI�IXWXUH�RU�FRQGLWLRQDO�YHUEV�VXFK�DV�ŔZLOOŕ��ŔPD\ŕ��ŔVKRXOGŕ��
ŔFRXOGŕ�RU�ŔZRXOGŕ�

)RUZDUG�ORRNLQJ�VWDWHPHQWV��E\�WKHLU�QDWXUH��UHTXLUH�&HQWUDO���WR�PDNH�
DVVXPSWLRQV�DQG�DUH�VXEMHFW�WR�LQKHUHQW�ULVNV�DQG�XQFHUWDLQWLHV��ZKLFK�JLYH�ULVH� 
WR�WKH�SRVVLELOLW\�WKDW�SUHGLFWLRQV��IRUHFDVWV�RU�FRQFOXVLRQV�ZLOO�QRW�SURYH�WR� 
EH�DFFXUDWH��WKDW�DVVXPSWLRQV�PD\�QRW�EH�FRUUHFW�DQG�WKDW�ƂQDQFLDO�REMHFWLYHV��
YLVLRQ�DQG�VWUDWHJLF�JRDOV�ZLOO�QRW�EH�DFKLHYHG��&HQWUDO���FDXWLRQV�UHDGHUV�QRW�
WR�SODFH�XQGXH�UHOLDQFH�RQ�WKHVH�VWDWHPHQWV�DV�D�QXPEHU�RI�ULVN�IDFWRUV�FRXOG�
FDXVH�DFWXDO�UHVXOWV�WR�GLIIHU�PDWHULDOO\�IURP�WKH�H[SHFWDWLRQV�H[SUHVVHG�LQ�WKH�
IRUZDUG�ORRNLQJ�VWDWHPHQWV��7KHVH�IDFWRUV���PDQ\�RI�ZKLFK�DUH�EH\RQG�&HQWUDO��ŒV�
FRQWURO�DQG�WKH�HIIHFWV�RI�ZKLFK�FDQ�EH�GLIƂFXOW�WR�SUHGLFW�ŏ�LQFOXGH�FUHGLW��PDUNHW��
OLTXLGLW\�DQG�IXQGLQJ��RSHUDWLRQDO��OHJDO�DQG�UHJXODWRU\�FRPSOLDQFH��LQVXUDQFH��
reputation and strategic risks.

5HDGHUV�DUH�FDXWLRQHG�WKDW�WKH�IRUHJRLQJ�OLVW�LV�QRW�LQWHQGHG�WR�EH�H[KDXVWLYH�
DQG�RWKHU�IDFWRUV�PD\�DGYHUVHO\�LPSDFW�&HQWUDO��ŒV�UHVXOWV��&HQWUDO���GRHV�
QRW�XQGHUWDNH�WR�XSGDWH�IRUZDUG�ORRNLQJ�VWDWHPHQWV�H[FHSW�DV�UHTXLUHG�E\�
DSSOLFDEOH�VHFXULWLHV�OHJLVODWLRQ�

Caution Regarding Forward-Looking Statements 
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Management’s Discussion 

and Analysis
$V�DW�0DUFK���������

Overview
7KLV�0DQDJHPHQWŒV�'LVFXVVLRQ�DQG�$QDO\VLV��0'	$��UHYLHZV�DQG�DQDO\]HV� 
WKH�ƂQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�RI�&HQWUDO���&UHGLW�8QLRQ�
�&HQWUDO����IRU�WKH�WZHOYH�PRQWKV�HQGHG�'HFHPEHU�����������FRPSDUHG� 
to those of the prior year.

7KH�UHVXOWV�SUHVHQWHG�LQ�WKLV�0'	$�DQG�LQ�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�
WKDW�IROORZ�DUH�UHSRUWHG�LQ�&DQDGLDQ�GROODUV��([FHSW�DV�RWKHUZLVH�LQGLFDWHG��
ƂQDQFLDO�LQIRUPDWLRQ�IRU�&HQWUDO���LQFOXGHG�LQ�WKLV�0'	$�KDV�EHHQ�SUHSDUHG�LQ�
DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56��DV�GHVFULEHG�
LQ�1RWH���RI�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��$GGLWLRQDO�LQIRUPDWLRQ�RQ�
&HQWUDO����LQFOXGLQJ�LWV�FXUUHQW�$QQXDO�,QIRUPDWLRQ�)RUP��PD\�EH�IRXQG�RQ�
6('$5ŒV�ZHEVLWH�DW�ZZZ�VHGDU�FRP�

7KHVH�GRFXPHQWV�DOVR�LQFOXGH�VWDWHPHQWV�DERXW�WKH�FUHGLW�XQLRQ�V\VWHPV�LQ�
%ULWLVK�&ROXPELD�DQG�2QWDULR��7KH�%ULWLVK�&ROXPELD�FUHGLW�XQLRQ�V\VWHP�LV�PDGH�
XS�RI�DOO�FUHGLW�XQLRQV�LQ�%ULWLVK�&ROXPELD�ZKLOH�WKH�2QWDULR�FUHGLW�XQLRQ�V\VWHP�
LV�PDGH�XS�RI�RQO\�WKRVH�FUHGLW�XQLRQV�ZKR�KDYH�HOHFWHG�WR�EHFRPH�PHPEHUV�
RI�&HQWUDO����,Q�WKH�FKDUWV�DQG�GLVFXVVLRQ�SUHVHQWHG�LQ�WKLV�UHSRUW��WKH�WZR�
SURYLQFLDO�V\VWHPV�DUH�LQGLYLGXDOO\�UHIHUUHG�WR�DV�WKH�Ŕ%ULWLVK�&ROXPELD��RU�%�&���
FUHGLW�XQLRQ�V\VWHPŕ�RU�Ŕ%�&��V\VWHPŕ�DQG�WKH�Ŕ2QWDULR�FUHGLW�XQLRQ�V\VWHPŕ�
RU�Ŕ2QWDULR�V\VWHPŕ��:KHUH�WKH�WHUP�ŔV\VWHPŕ�DSSHDUV�ZLWKRXW�UHJLRQDO�
GHVLJQDWLRQ��LW�UHIHUV�WR�&HQWUDO��ŒV�WRWDO�PHPEHUVKLS��HQFRPSDVVLQJ�FUHGLW�
XQLRQV�LQ�ERWK�SURYLQFHV�

)LQDQFLDO�LQIRUPDWLRQ�IRU�WKH�%ULWLVK�&ROXPELD�V\VWHP�KDV�EHHQ�SURYLGHG�E\� 
WKH�)LQDQFLDO�,QVWLWXWLRQV�&RPPLVVLRQ�RI�%ULWLVK�&ROXPELD��),&20���WKH�SURYLQFLDO�
FUHGLW�XQLRQ�UHJXODWRU��ZKLFK�PDNHV�DYDLODEOH�LQIRUPDWLRQ�SURYLGHG�WR�LW�E\�%�&��
FUHGLW�XQLRQV��)LQDQFLDO�LQIRUPDWLRQ�IRU�WKH�2QWDULR�V\VWHP�KDV�EHHQ�SURYLGHG�
E\�WKH�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ�RI�2QWDULR��',&2���ZKLFK�PDNHV�DYDLODEOH�
LQIRUPDWLRQ�LW�UHFHLYHV�IURP�2QWDULR�FUHGLW�XQLRQV��&HQWUDO���KDV�QR�PHDQV�RI�
YHULI\LQJ�WKH�DFFXUDF\�RI�LQIRUPDWLRQ�SURYLGHG�E\�FUHGLW�XQLRQV�WR�),&20�RU�
',&2�RU�WKH�VXEVHTXHQW�FRPSLODWLRQ�RI�WKDW�LQIRUPDWLRQ�E\�),&20�RU�',&2�� 
7KLV�LQIRUPDWLRQ�LV�SURYLGHG�SXUHO\�WR�DVVLVW�WKH�UHDGHU�ZLWK�XQGHUVWDQGLQJ�
&HQWUDO��ŒV�UHVXOWV�LQ�WKHLU�IXOO�FRQWH[W�

)LQDQFLDO�LQIRUPDWLRQ�SURYLGHG�E\�%�&��FUHGLW�XQLRQV�WR�),&20�DQG�E\�2QWDULR�
FUHGLW�XQLRQV�WR�',&2�KDV�EHHQ�SUHSDUHG�XVLQJ�UHSRUWLQJ�WHPSODWHV�GHYHORSHG�
E\�),&20�DQG�',&2��UHVSHFWLYHO\��7KH�IRUPDW�DQG�DFFRXQWLQJ�SULQFLSOHV�XVHG�
WR�FRPSOHWH�WKHVH�WHPSODWHV�DUH�QRW�IXOO\�FRQVLVWHQW�ZLWK�,)56��$V�VXFK��WKH�
ƂQDQFLDO�VWDWHPHQWV�IRU�WKH�%�&��DQG�2QWDULR�V\VWHPV�LQFOXGHG�ZLWKLQ�WKLV�
UHSRUW�PXVW�EH�FRQVLGHUHG�QRQ�*$$3�ƂQDQFLDO�LQIRUPDWLRQ��&HQWUDO���LV�QRW�
DEOH�WR�UHFRQFLOH�WKH�1HW�2SHUDWLQJ�,QFRPH��12,��RI�WKH�%�&��DQG�2QWDULR�FUHGLW�
XQLRQ�V\VWHPV�UHSRUWHG�KHUHLQ�WR�DQ�HTXLYDOHQW�DPRXQW�XQGHU�,)56��7KH�12,� 
RI�WKH�%�&��DQG�2QWDULR�FUHGLW�XQLRQ�V\VWHPV�UHSRUWHG�KHUHLQ�LV�QRW�HTXLYDOHQW� 
WR�,QFRPH�IURP�&RQWLQXLQJ�2SHUDWLRQV�DV�ZRXOG�EH�UHSRUWHG�XQGHU�,)56�

Comparative information provided for the B.C. and Ontario credit union systems 

ZKLFK�ZDV�SUHSDUHG�XQGHU�&DQDGLDQ�*$$3�KDV�QRW�EHHQ�UHVWDWHG��7KH�DGRSWLRQ�
RI�,)56�DOORZV�HQWLWLHV�WR�VHOHFW�FHUWDLQ�DFFRXQWLQJ�SROLFLHV�ZKHQ�PRUH�WKDQ�
RQH�RSWLRQ�LV�DFFHSWDEOH��RU�WR�PDNH�YROXQWDU\�RQH�WLPH�WUDQVLWLRQ�HOHFWLRQV��
$V�VXFK��FHUWDLQ�WUDQVDFWLRQV��LQFOXGLQJ�VHFXULWL]DWLRQV��PD\�QRW�EH�DFFRXQWHG�
IRU�FRQVLVWHQWO\�E\�DOO�FUHGLW�XQLRQV�LQ�WKH�%�&��DQG�2QWDULR�V\VWHPV��5HDGHUV�DUH�
FDXWLRQHG�WR�LQWHUSUHW�WKH�UHVXOWV�RI�WKH�%�&��DQG�2QWDULR�V\VWHPV�LQ�WKLV�FRQWH[W��

%XVLQHVV�3URƂOH
$V�WKH�SULPDU\�ƂQDQFLDO�IDFLOLW\�DQG�WUDGH�DVVRFLDWLRQ�IRU�WKH�QHWZRUNV�RI�
LQGHSHQGHQW�FUHGLW�XQLRQV�LQ�%ULWLVK�&ROXPELD�DQG�2QWDULR��&HQWUDO���SURYLGHV�
OHDGHUVKLS��VXSSRUW�DQG�D�PXOWLWXGH�RI�VHUYLFHV�WR�LWV�PHPEHUV�RZQHUV��7RJHWKHU��
&HQWUDO��ŒV�DFWLYH�PHPEHU�FUHGLW�XQLRQV��ZKLFK�QXPEHUHG����LQ�%ULWLVK�&ROXPELD�
DQG�����LQ�2QWDULR�DV�DW�'HFHPEHU�����������RSHUDWH�RYHU�����EUDQFKHV�DQG�
GHOLYHU�D�ZLGH�UDQJH�RI�ƂQDQFLDO�VHUYLFHV�WR�PRUH�WKDQ�����PLOOLRQ�PHPEHUV��

&HQWUDO��ŒV�VHUYLFHV�WR�LWV�PHPEHUV�JHQHUDOO\�IDOO�LQWR�WKUHH�FDWHJRULHV�� 
���&HQWUDOL]HG�OLTXLGLW\�DQG�IXQGLQJ�VHUYLFHV�����WHFKQRORJ\��SD\PHQW�DQG�RWKHU�
VHUYLFHV��DQG����JRYHUQPHQW�UHODWLRQV�DQG�WUDGH�VHUYLFHV��,Q�DGGLWLRQ��&HQWUDO����
WKURXJK�LWV�VXEVLGLDULHV��SURYLGHV�LQVXUDQFH�UHODWHG�VHUYLFHV�WR�LWV�PHPEHUV��
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As at March 15, 2013

Management’s Discussion and Analysis

&HQWUDOL]HG�OLTXLGLW\�DQG�IXQGLQJ�VHUYLFHV�DUH�FRQFHUQHG�ZLWK�PDQDJLQJ�WKH�
V\VWHPŒV�PLQLPXP�DQG�H[FHVV�OLTXLGLW\�UHVHUYHV�DQG�IRVWHULQJ�WKH�V\VWHPŒV�
JURZWK��ZKLFK�LQYROYHV�OHQGLQJ�IXQGV�WR�FUHGLW�XQLRQV��DFFHVVLQJ�FDSLWDO�PDUNHWV�
IRU�VKRUW��DQG�ORQJ�WHUP�IXQGLQJ��FRPPHUFLDO�ORDQ�V\QGLFDWLRQV��DQG�FRRUGLQDWLQJ�
DQG�DGPLQLVWHULQJ�VHFXULWL]DWLRQ�DQG�RWKHU�ZKROHVDOH�IXQGLQJ�SURJUDPV��&HQWUDO��� 
DOVR�SURYLGHV�IRUHLJQ�H[FKDQJH�VHUYLFHV��GHULYDWLYHV�FDSDELOLWLHV�DQG�RWKHU�
DQFLOODU\�WUHDVXU\�VHUYLFHV�

&HQWUDO��ŒV�WHFKQRORJ\�SHUVRQQHO�GHYHORS�DQG�GHOLYHU�HOHFWURQLF�Ŕ'LUHFW�%DQNLQJŕ�
SURGXFWV��ZKLFK�LQFOXGH�RQOLQH��PRELOH�DQG�SKRQH�EDQNLQJ��DQG�H�FRPPHUFH�
WHFKQRORJ\��QRW�RQO\�IRU�PHPEHU�FUHGLW�XQLRQV�LQ�%ULWLVK�&ROXPELD�DQG�2QWDULR�
EXW�DOVR�IRU�FUHGLW�XQLRQV�DQG�RWKHU�ƂQDQFLDO�LQVWLWXWLRQV�DFURVV�WKH�FRXQWU\�

8QGHU�WKH�0HPEHU'LUHFW®�EUDQG��&HQWUDO���GHYHORSV�DQG�GHOLYHUV�Ŕ'LUHFW�%DQNLQJŕ�
SURGXFWV��ZKLFK�LQFOXGH�RQOLQH��PRELOH�DQG�SKRQH�EDQNLQJ��QRW�RQO\�IRU�PHPEHU�
FUHGLW�XQLRQV�LQ�%ULWLVK�&ROXPELD�DQG�2QWDULR�EXW�DOVR�IRU�FUHGLW�XQLRQV�DQG�
RWKHU�ƂQDQFLDO�LQVWLWXWLRQV�DFURVV�WKH�FRXQWU\��0HPEHU'LUHFW®�6HUYLFHV�SURYLGH�
FUHGLW�XQLRQV�ZLWK�SHUVRQDO�HOHFWURQLF�EDQNLQJ�VHUYLFHV�WKDW�WKH\�RIIHU�WR�WKHLU�
LQGLYLGXDO�PHPEHUV��PRELOH�EDQNLQJ��SKRQH�EDQNLQJ��DQG�EXVLQHVV�WR�EXVLQHVV�
SURGXFWV�IRU�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV�

&HQWUDO��ŒV�SD\PHQW�DQG�VHWWOHPHQW�RSHUDWLRQV�HQFRPSDVV�SURFHVVLQJ�SDSHU�
LWHPV�DQG�HOHFWURQLF�WUDQVDFWLRQV�VXFK�DV�$XWRPDWHG�)XQGV�7UDQVIHU��$)7�� 
DQG�%LOO�3D\PHQWV�RQ�EHKDOI�RI�PHPEHU�FUHGLW�XQLRQV��&HQWUDO���DOVR�SURYLGHV�
RWKHU�SD\PHQW�VHUYLFHV��LQFOXGLQJ�GRPHVWLF�DQG�IRUHLJQ�ZLUH�WUDQVIHUV�DQG�
,QWHUDF�H�WUDQVIHUV��

&HQWUDO���LV�D�*URXS�&OHDUHU�XQGHU�WKH�UXOHV�RI�WKH�&DQDGLDQ�3D\PHQWV�$VVRFLDWLRQ�
�&3$���D�/DUJH�9DOXH�7UDQVIHU�6\VWHP��/976��SDUWLFLSDQW��DQG�DFWV�DV�WKH�FUHGLW�
XQLRQ�V\VWHPVŒ�ƂQDQFLDO�LQVWLWXWLRQ�FRQQHFWLRQ�WR�WKH�&DQDGLDQ�SD\PHQWV�
V\VWHP��3XUVXDQW�WR�D�MRLQW�YHQWXUH�DJUHHPHQW��&HQWUDO���SURYLGHV�SD\PHQW�
VHUYLFHV�WR�WKH�FUHGLW�XQLRQ�FHQWUDOV�RI�$OEHUWD��0DQLWRED��DQG�6DVNDWFKHZDQ�
�FROOHFWLYHO\��WKH�3UDLULH�&HQWUDOV���&HQWUDO���JXDUDQWHHV�SD\PHQW�RI�SD\PHQW�
LWHPV�GUDZQ�RQ�RU�SD\DEOH�E\�WKH�3UDLULH�&HQWUDOV�DQG�WKHLU�PHPEHU�FUHGLW�
XQLRQV��(DFK�RI�WKH�3UDLULH�&HQWUDOV�LQ�UHWXUQ�SURYLGHV�&HQWUDO���ZLWK�D�JXDUDQWHH�
for those payments.

&HQWUDO���LV�WKH�SULPDU\�VSRNHVSHUVRQ�IRU�WKH�%ULWLVK�&ROXPELD�DQG�2QWDULR�
FUHGLW�XQLRQ�V\VWHPV��LGHQWLI\LQJ�DQG�SURPRWLQJ�GLDORJXH�RQ�UHOHYDQW�LVVXHV��
SURYLGLQJ�JRYHUQPHQW�UHODWLRQV�DQG�OHJLVODWLYH�UHSUHVHQWDWLRQ�DQG�SURPRWLQJ�
WKH�V\VWHPŒV�FROOHFWLYH�LQWHUHVWV�ZLWK�DOO�OHYHOV�RI�JRYHUQPHQW�

,Q�RWKHU�DVSHFWV�RI�LWV�WUDGH�DVVRFLDWLRQ�UROH��&HQWUDO���GHOLYHUV�RSHUDWLRQDO�
VXSSRUW��VWUDWHJLF�FRQVXOWLQJ�DQG�UHVHDUFK�VHUYLFHV�WDLORUHG�WR�WKH�QHHGV�RI�
PHPEHU�FUHGLW�XQLRQV��$PRQJ�WKHVH�VHUYLFHV�DUH�VWUDWHJLF�SODQQLQJ��UHVHDUFK�
DQG�DQDO\VLV��LQVXUDQFH�DQG�ULVN�PDQDJHPHQW��SURMHFW�PDQDJHPHQW�DQG�
compensation advice.

:KLOH�&HQWUDO��ŒV�SULPDU\�IRFXV�LV�RQ�VHUYLFLQJ�PHPEHU�FUHGLW�XQLRQV�� 
&HQWUDO���KDV�KLVWRULFDOO\�H[SDQGHG�WKH�VFRSH�RI�LWV�EXVLQHVV�WR�SURYLGH� 
VHUYLFHV�WR�QRQ�PHPEHU�FUHGLW�XQLRQV�DQG�RWKHU�&HQWUDO�FUHGLW�XQLRQV�DFURVV�
&DQDGD��SDUWLFXODUO\�LQ�WKH�SD\PHQWV�DUHD��,Q�DGGLWLRQ��&HQWUDO���KDV�GLYHUVLƂHG�
LWV�H[WHUQDO�FOLHQW�EDVH�WKURXJK�FRQWUDFWV�WR�SURYLGH�SD\PHQWV�SURFHVVLQJ�DQG�
WHFKQRORJ\�VHUYLFHV�WR�RWKHU�ƂQDQFLDO�LQVWLWXWLRQV��7KH�EHQHƂWV�UHVXOWLQJ�IURP�
LQFUHDVHG�YROXPHV�DQG�IHHV�ƃRZ�WKURXJK�WR�PHPEHU�FUHGLW�XQLRQV�YLD�ORZHU�
GLUHFW�IHHV�RQ�FHUWDLQ�SURGXFWV�RU�WKURXJK�KLJKHU�GLYLGHQGV�SDLG�E\�&HQWUDO����
&HQWUDO���DOVR�SULFHV�PDQ\�RI�LWV�VHUYLFHV�RQ�D�FRVW�UHFRYHU\�EDVLV��UDWKHU�WKDQ� 
DW�OHYHOV�WKDW�ZRXOG�HQKDQFH�SURƂWDELOLW\�

&HQWUDO����WKURXJK�LWV�VXEVLGLDULHV�&833�6HUYLFHV�/WG��DQG�6WDELOL]DWLRQ�)XQG�
&RUSRUDWLRQ��SURYLGHV�LQVXUDQFH�UHODWHG�VHUYLFHV�WR�LWV�PHPEHUV��&833�6HUYLFHV�
/WG��LV�LQFRUSRUDWHG�XQGHU�WKH�ODZV�RI�%ULWLVK�&ROXPELD�DQG�LV�VXEMHFW�WR�WKH�
Insurance (Captive Company)�$FW�RI�%ULWLVK�&ROXPELD��&833�6HUYLFHV�/WG��
SURYLGHV�SURIHVVLRQDO�OLDELOLW\�DQG�PDVWHU�SURSHUW\�LQVXUDQFH�WR�LWV�PHPEHU�
FUHGLW�XQLRQV�LQ�%ULWLVK�&ROXPELD�ZKLOH�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�SURYLGHV�
OLPLWHG�ORVV�SUHYHQWLRQ�DQG�UHKDELOLWDWLRQ�VHUYLFHV�RQ�EHKDOI�RI�PHPEHU� 
credit unions in Ontario.
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Factors that May Affect Future Results
,Q�DGGLWLRQ�WR�WKH�ULVNV�GHVFULEHG�LQ�VXEVHTXHQW�VHFWLRQV�RI�WKLV�0'	$��WKHUH�
DUH�QXPHURXV�IDFWRUV��PDQ\�RI�ZKLFK�DUH�EH\RQG�&HQWUDO��ŒV�FRQWURO�DQG�WKH�
HIIHFWV�RI�ZKLFK�FDQ�EH�GLIƂFXOW�WR�SUHGLFW��WKDW�FRXOG�FDXVH�&HQWUDO��ŒV�UHVXOWV�
WR�GLIIHU�VLJQLƂFDQWO\�IURP�LWV�SODQV��REMHFWLYHV�DQG�HVWLPDWHV��5HDGHUV�DUH�
FDXWLRQHG�WKDW�WKH�OLVW�RI�ULVN�IDFWRUV�EHORZ�LV�QRW�H[KDXVWLYH�DQG�VKRXOG�EH�
UHYLHZHG�LQ�OLJKW�RI�WKH�&DXWLRQ�5HJDUGLQJ�)RUZDUG�/RRNLQJ�6WDWHPHQWV�VHFWLRQ�
RI�WKLV�0'	$�

Industry and Non-Corporate Factors
$V�WKH�ZKROHVDOH�ƂQDQFLDO�VHUYLFHV�SURYLGHU�WR�PHPEHU�FUHGLW�XQLRQV��&HQWUDO���
LV�DIIHFWHG�E\�SUHYDLOLQJ�HFRQRPLF�DQG�EXVLQHVV�FRQGLWLRQV�LQ�&DQDGLDQ�FDSLWDO�
PDUNHWV��LQFOXGLQJ�WKH�LPSDFW�RI�FRQWLQXLQJ�XQFHUWDLQW\�LQ�WKH�ƂQDQFLDO�PDUNHWV��
)DFWRUV�VXFK�DV�LQWHUHVW�UDWHV��LQƃDWLRQ��FRQVXPHU�VSHQGLQJ�DQG�EXVLQHVV�
VSHQGLQJ�QRW�RQO\�LPSDFW�UHVLGHQWLDO�UHDO�HVWDWH�OHQGLQJ��WKH�SULPDU\�OHQGLQJ�
DFWLYLW\�IRU�%�&��DQG�2QWDULR�FUHGLW�XQLRQV��EXW�DOVR�LQƃXHQFH�GHPDQG�IRU�WKH�
PDMRULW\�RI�RWKHU�FUHGLW�XQLRQ�SURGXFWV�DQG�VHUYLFHV�

&KDQJHV�LQ�VWDWXWHV��UHJXODWLRQV��DQG�UHJXODWRU\�H[SHFWDWLRQV�WKDW�JRYHUQ� 
WKH�ƂQDQFLDO�LQGXVWU\ŒV�DFWLYLWLHV�FRXOG�DOVR�DIIHFW�UHVXOWV�IRU�&HQWUDO���DQG� 
WKH�V\VWHP��:KLOH�&HQWUDO���WDNHV�ZKDW�LW�EHOLHYHV�WR�EH�UHDVRQDEOH�PHDVXUHV�
WR�HQVXUH�FRPSOLDQFH�ZLWK�JRYHUQLQJ�VWDWXWHV��ODZV��UHJXODWLRQV��DQG�UHJXODWRU\�
H[SHFWDWLRQV�LQ�WKH�MXULVGLFWLRQV�LQ�ZKLFK�LW�FRQGXFWV�EXVLQHVV��WKHUH�FDQ�EH�
QR�FRPSOHWH�DVVXUDQFH�WKDW�&HQWUDO���ZLOO�DOZD\V�EH�LQ�FRPSOLDQFH��+HQFH��
LW�LV�SRVVLEOH�WKDW�&HQWUDO���FRXOG�EH�VXEMHFW�WR�ƂQHV�RU�RWKHU�FRVWV�WKDW�FRXOG�
GDPDJH�&HQWUDO��ŒV�UHSXWDWLRQ�DQG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�HDUQLQJV�

&HQWUDO���FRQWLQXHV�WR�PRQLWRU�DQG�SUHSDUH�IRU�GHYHORSPHQWV�ZKLFK�PD\�KDYH�
D�SRWHQWLDO�LPSDFW�RQ�&HQWUDO��ŒV�EXVLQHVV�DQG�RSHUDWLRQV�VXFK�DV�UHJXODWRU\�
FKDQJHV�WR�FDSLWDO�DQG�OLTXLGLW\�UHTXLUHPHQWV�XQGHU�WKH�%DVHO�&RPPLWWHH�
RQ�%DQNLQJ�6XSHUYLVLRQŒV�JOREDO�VWDQGDUGV��%DVHO�,,,���2YHU�WKH�&RXQWHU��27&��
GHULYDWLYHV�UHIRUP��WKH�)RUHLJQ�$FFRXQW�7D[�&RPSOLDQFH�$FW��)$7&$���DQG�
FKDQJHV�WR�WKH�&DQDGLDQ�SD\PHQWV�V\VWHP�DV�D�UHVXOW�RI�JRYHUQPHQWDO�UHYLHZV�

&HQWUDO��ŒV�HDUQLQJV�DUH�DIIHFWHG�E\�WKH�PRQHWDU\�SROLFLHV�RI�WKH�%DQN�RI�&DQDGD�
DQG��WR�D�OHVVHU�H[WHQW��E\�WKRVH�RI�WKH�8�6��)HGHUDO�5HVHUYH�V\VWHP��0RQHWDU\�
SROLF\�GHFLVLRQV�GHWHUPLQH�WKH�OHYHO�RI�LQWHUHVW�UDWHV�ZKLFK��LQ�WXUQ��PD\�KDYH� 
D�VLJQLƂFDQW�LPSDFW�RQ�HDUQLQJV��

7KH�LQWHUHVW�UDWH�GLIIHUHQWLDO��RU�FUHGLW�VSUHDG��EHWZHHQ�*RYHUQPHQW�RI�&DQDGD�
VHFXULWLHV�DQG�WKRVH�LVVXHG�E\�RWKHU�SDUWLFLSDQWV�LQ�Ƃ[HG�LQFRPH�PDUNHWV�DOVR�
DIIHFWV�&HQWUDO��ŒV�HDUQLQJV��&HQWUDO���HDUQV�LQFRPH�IURP�DFFHSWLQJ�FUHGLW�
XQLRQ�PLQLPXP�OLTXLGLW\�GHSRVLWV�DW�UDWHV�EDVHG�RQ�*RYHUQPHQW�RI�&DQDGD�
VHFXULWLHV�DQG�LQYHVWLQJ�LQ�VHFXULWLHV�LVVXHG�E\�WKH�*RYHUQPHQW�RI�&DQDGD��RWKHU�
OHYHOV�RI�JRYHUQPHQW�DQG�FRUSRUDWLRQV��7R�WKH�H[WHQW�WKDW�FUHGLW�VSUHDGV�FKDQJH��
&HQWUDO��ŒV�LQWHUHVW�PDUJLQ��DV�ZHOO�DV�WKH�IDLU�YDOXH�RI�LWV�ƂQDQFLDO�LQVWUXPHQWV��
ZRXOG�EH�LPSDFWHG�

&HQWUDO���DOVR�HPSOR\V�WKH�XVH�RI�LQWHUHVW�UDWH�GHULYDWLYHV�WR�PDQDJH�WKH�
LQWHUHVW�UDWH�ULVN�RQ�LWV�LQYHVWPHQW�SRUWIROLR��7KH�XVH�RI�WKHVH�GHULYDWLYHV�
H[SRVHV�&HQWUDO���WR�PDUN�WR�PDUNHW�YRODWLOLW\�RQ�LWV�GHULYDWLYH�LQVWUXPHQWV� 
DV�WKH�SUHYDLOLQJ�PDUNHW�UDWHV�RQ�LWV�SD\�Ƃ[HG�LQWHUHVW�VZDSV�ƃXFWXDWH�UHODWLYH�
WR�*RYHUQPHQW�RI�&DQDGD�LQWHUHVW�UDWHV��7KLV�PDUN�WR�PDUNHW�YRODWLOLW\�DIIHFWV�
&HQWUDO��ŒV�HDUQLQJV�DV�&HQWUDO���LV�H[SRVHG�WR�FKDQJHV�LQ�FUHGLW�VSUHDGV� 
DQG�VZDS�VSUHDGV��

6\VWHP�6SHFLƂF�)DFWRUV
'HPDQG�IRU�&HQWUDO��ŒV�SURGXFWV�DQG�VHUYLFHV�UHƃHFWV�WKH�QHHGV�RI�FUHGLW�
XQLRQV�DQG�WKHLU�PHPEHUV��7KXV��WKH�V\VWHPŒV�SHUIRUPDQFH�DQG�FRPSHWLWLYH�
SRVLWLRQLQJ�LQ�WKH�PDUNHWSODFH�DUH�FULWLFDO�WR�&HQWUDO��ŒV�ORQJ�WHUP�VXFFHVV��
)RU�H[DPSOH��PLQLPXP�FUHGLW�XQLRQ�GHSRVLWV�DUH�D�IXQFWLRQ�RI�V\VWHP�DVVHWV��
ZKHUHDV�ORDQV�WR�FUHGLW�XQLRQV�DUH�GULYHQ�E\�OHQGLQJ�DW�WKH�UHWDLO�OHYHO��&RQVXPHU�
XVDJH�DOVR�GLFWDWHV�SD\PHQW�YROXPHV�

7KHUH�LV�VWURQJ�FRPSHWLWLRQ�IRU�PHPEHUV�FXVWRPHUV�DPRQJ�&DQDGDŒV�ƂQDQFLDO�
services providers. The degree of such competition may have an impact on the 

SHUIRUPDQFH�RI�&HQWUDO���DQG�WKH�V\VWHP��$OWKRXJK�FUHGLW�XQLRQV�HQMR\�VWURQJ�
PHPEHU�OR\DOW\��UHWHQWLRQ�LV�LQƃXHQFHG�E\�WKHLU�DELOLW\�WR�GHOLYHU�SURGXFWV�
DQG�VHUYLFHV�DW�FRPSHWLWLYH�SULFHV�DQG�VHUYLFH�OHYHOV�YLV�¢�YLV�RWKHU�ƂQDQFLDO�
LQVWLWXWLRQV��1RQ�ƂQDQFLDO�FRPSDQLHV�FDQ�DOVR�RIIHU�PHPEHUV�D�UDQJH�RI�
competing service and product options.
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,Q�0DUFK�������WKH�IHGHUDO�JRYHUQPHQW�LQWURGXFHG�OHJLVODWLYH�DPHQGPHQWV� 
to the Bank Act (Canada)�WR�HQDEOH�FUHGLW�XQLRQV�WR�FRQWLQXH�XQGHU�WKDW�Act,  

DV�IHGHUDOO\�FKDUWHUHG�FUHGLW�XQLRQV�RU�IHGHUDOO\�FKDUWHUHG�FR�RSHUDWLYH�EDQNV��
,Q�GRLQJ�VR��WKH�JRYHUQPHQW�FLWHG�WKH�QHHG�WR�HQFRXUDJH�WKH�FRQWLQXHG�JURZWK�
DQG�FRPSHWLWLYHQHVV�RI�WKH�ƂQDQFLDO�VHFWRU�DQG�WKH�HQKDQFHPHQW�RI�ƂQDQFLDO�
VWDELOLW\��7KH�OHJLVODWLRQ�ZDV�SURFODLPHG�LQ�IRUFH�LQ�'HFHPEHU�������

&RUSRUDWH�6SHFLƂF�)DFWRUV
$V�WKH�SULPDU\�OLTXLGLW\�SURYLGHU�WR�LWV�PHPEHU�FUHGLW�XQLRQV�LQ�%�&��DQG�
2QWDULR��&HQWUDO��ŒV�ƂQDQFLDO�SHUIRUPDQFH�LV�KHDYLO\�LQƃXHQFHG�E\�HYHQWV� 
LQ�WKH�V\VWHP��7KH�LPSDFW�RQ�&HQWUDO��ŒV�ƂQDQFLDO�SRVLWLRQ�RI�RQH�RU�PRUH� 
RI�&HQWUDO��ŒV�PHPEHUV�H[HUFLVLQJ�WKHLU�ULJKW�WR�FRQWLQXH�XQGHU�WKH�Bank Act 

FDQQRW�EH�UHDGLO\�GHWHUPLQHG��,Q�VXFK�FDVHV��&HQWUDO��ŒV�OLTXLGLW\�GHSRVLW�EDVH�
FRXOG�GHFOLQH�VLQFH�WKHVH�FUHGLW�XQLRQV�ZRXOG�QR�ORQJHU�EH�ERXQG�E\�HLWKHU�
%ULWLVK�&ROXPELD�SURYLQFLDO�UHJXODWLRQ�RU�FRQWUDFWXDO�DJUHHPHQWV�WR�PDLQWDLQ�
WKHLU�PLQLPXP�OLTXLGLW\�GHSRVLWV�ZLWK�&HQWUDO���DV�GHVFULEHG�LQ�WKH�/LTXLGLW\�
Management section. 

7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�&HQWUDO��ŒV�FUHGLW�UDWLQJ�DQG�UDWLQJV�RXWORRN� 
ZLOO�QRW�EH�ORZHUHG�E\�6WDQGDUG�	�3RRUŒV�RU�'%56��RU�WKDW�WKHVH�UDWLQJV�DJHQFLHV�
ZLOO�QRW�LVVXH�DGYHUVH�FRPPHQWDULHV�DERXW�&HQWUDO����/RZHU�FUHGLW�UDWLQJV�FRXOG�
LQFUHDVH�&HQWUDO��ŒV�IXQGLQJ�FRVWV�RU�LPSHGH�LWV�DELOLW\�WR�HQWHU�LQWR�FDSLWDO�
market transactions.

6WUDWHJLF�ULVN�LV�WKH�ULVN�WKDW�WKH�RUJDQL]DWLRQ�RU�SDUWLFXODU�EXVLQHVV�DUHDV�
ZLOO�PDNH�LQDSSURSULDWH�VWUDWHJLF�FKRLFHV��RU�ZLOO�EH�XQDEOH�WR�VXFFHVVIXOO\�
H[HFXWH�VHOHFWHG�VWUDWHJLHV�RU�UHODWHG�SODQV�DQG�GHFLVLRQV��&HQWUDO��ŒV�IXWXUH�
SHUIRUPDQFH�LV�DOVR�GHSHQGHQW�RQ�LWV�DELOLW\�WR�DWWUDFW��GHYHORS�DQG�UHWDLQ� 
NH\�PDQDJHPHQW�SHUVRQQHO�

&HQWUDO���LV�H[SRVHG�WR�RSHUDWLRQDO�DQG�LQIUDVWUXFWXUH�ULVNV��*LYHQ�WKH�KLJK�
YROXPH�RI�WUDQVDFWLRQV�&HQWUDO���SURFHVVHV�RQ�EHKDOI�RI�LWV�PHPEHUV�DQG�
H[WHUQDO�RUJDQL]DWLRQV��VKRUWFRPLQJV�LQ�LWV�LQWHUQDO�SURFHVVHV�FRXOG�OHDG� 
WR�ƂQDQFLDO�DQG�UHSXWDWLRQDO�GDPDJH��)XUWKHUPRUH��DOWKRXJK�&HQWUDO��� 
KDV�FRQWLQJHQF\�DQG�EXVLQHVV�FRQWLQXLW\�SODQV��QDWXUDO�GLVDVWHUV��SRZHU� 
RU�WHOHFRPPXQLFDWLRQV�GLVUXSWLRQV��DFWV�RI�WHUURULVP��SK\VLFDO�RU�HOHFWURQLF� 
EUHDN�LQV�RU�RWKHU�HYHQWV�FRXOG�DGYHUVHO\�LPSDFW�&HQWUDO��ŒV�DELOLW\�WR�SURYLGH�
VHUYLFHV�WR�LWV�PHPEHU��GDPDJH�&HQWUDO��ŒV�UHSXWDWLRQ�RU�RWKHUZLVH�DGYHUVHO\�
LPSDFW�&HQWUDO��ŒV�DELOLW\�WR�FRQGXFW�EXVLQHVV�

Other Factors
2WKHU�IDFWRUV�ZKLFK�FRXOG�DIIHFW�DFWXDO�UHVXOWV�LQFOXGH�FKDQJHV�LQ�DFFRXQWLQJ�
VWDQGDUGV��LQFOXGLQJ�WKHLU�HIIHFW�RQ�&HQWUDO��ŒV�DFFRXQWLQJ�SROLFLHV��HVWLPDWHV�
DQG�MXGJPHQWV��&HQWUDO���PD\�EH�DGYHUVHO\�LPSDFWHG�E\�WKH�IDLOXUH�RI�WKLUG�
SDUWLHV�WR�FRPSO\�ZLWK�WKHLU�REOLJDWLRQV�WR�LW�DV�VXFK�REOLJDWLRQV�UHODWH�WR�WKH�
KDQGOLQJ�RI�SHUVRQDO�LQIRUPDWLRQ��RU�IDLOXUH�WR�SUHYHQW�IUDXG�

Risk Management
&HQWUDO���PDQDJHV�LWV�ULVN�DW�ERWK�WKH�HQWHUSULVH�DQG�WKH�EXVLQHVV�OHYHOV��,WV�
ULVN�PDQDJHPHQW�IUDPHZRUN�LV�VHW�RXW�LQ�LWV�FRUSRUDWH�SROLFLHV�DQG�RSHUDWLRQDO�
SURFHGXUHV��7KH�%RDUG�RI�'LUHFWRUV�KDV�RYHUDOO�UHVSRQVLELOLW\�IRU�WKH�DGRSWLRQ�RI��
LPSOHPHQWDWLRQ�RI��DQG�DGKHUHQFH�WR��(QWHUSULVH�5LVN�0DQDJHPHQW��(50��DQG�
RYHUVHHV�WKH�TXDOLW\�DQG�HIIHFWLYHQHVV�RI�&HQWUDO��ŒV�SROLFLHV�DQG�SURFHGXUHV��,Q�
DGGLWLRQ��WKHVH�SROLFLHV�DUH�H[DPLQHG�DV�SDUW�RI�&HQWUDO��ŒV�LQWHUQDO�DXGLW�SURFHVV�

&HQWUDOŒV�,QWHUQDO�5LVN�0DQDJHPHQW�GHSDUWPHQW�LV�UHVSRQVLEOH�IRU�RYHUVHHLQJ�DQG�
LPSOHPHQWLQJ�WKH�RUJDQL]DWLRQŒV�(50�DQG�6WUHVV�7HVWLQJ�SURJUDPV�WKURXJKRXW�
&HQWUDO��(50�SURYLGHV�&HQWUDO�ZLWK�WKH�QHFHVVDU\�IUDPHZRUN�WR�LGHQWLI\��DVVHVV��
PHDVXUH��DFFHSW��PRQLWRU��DQG�PDQDJH�WKH�ULVNV�IDFHG�E\�&HQWUDO�LQ�WKH�FRXUVH�
RI�IXOƂOOLQJ�LWV�PLVVLRQ��&HQWUDO��ŒV�6WUHVV�7HVWLQJ�SURJUDP�HPSOR\V�VFHQDULR�DQG�
VHQVLWLYLW\�DQDO\VLV�WR�LQIRUP�GHFLVLRQ�PDNLQJ��SODQQLQJ��DQG�ULVN�PDQDJHPHQW� 
DW�WKH�HQWHUSULVH�DQG�EXVLQHVV�OHYHOV�ZLWKLQ�WKH�RUJDQL]DWLRQ�

$V�SDUW�RI�&HQWUDO��ŒV�(50�SURJUDP��([HFXWLYH�0DQDJHPHQW�UHJXODUO\�UHIUHVKHV�
WKH�UHJLVWHU�RI�NH\�ULVNV�IDFHG�E\�WKH�RUJDQL]DWLRQ�DW�DQ�HQWHUSULVH�OHYHO��7RS�
ULVNV�DUH�LGHQWLƂHG��DQG�IRU�HDFK�RQH�WKH�OLNHOLKRRG�RI�RFFXUUHQFH�DQG�LPSDFW�
XSRQ�&HQWUDO���DUH�DVVHVVHG��7KLV�.H\�5LVN�5HJLVWHU�IRUPV�WKH�EDVLV�IRU�&HQWUDO�
�ŒV�FRQWURO�DQG�ULVN�DFWLYLWLHV�WKURXJKRXW�WKH�\HDU��DQG�LQIRUPV�EXVLQHVV�SODQQLQJ��

&HQWUDO���KDV�HVWDEOLVKHG�D�VWUHVV�WHVWLQJ�IUDPHZRUN�WKDW�HPSOR\V�VFHQDULR�DQG�
VHQVLWLYLW\�DQDO\VLV�WR�LQIRUP�GHFLVLRQ�PDNLQJ��SODQQLQJ��DQG�ULVN�PDQDJHPHQW�
DW�WKH�HQWHUSULVH�DQG�EXVLQHVV�OHYHOV�ZLWKLQ�WKH�RUJDQL]DWLRQ�

7KURXJKRXW�������&HQWUDO���HYDOXDWHG�WKH�GHVLJQ�DQG�WHVWHG�WKH�HIIHFWLYHQHVV�
RI�HQWLW\�OHYHO��GLVFORVXUH��RSHUDWLRQDO��DQG�LQIRUPDWLRQ�WHFKQRORJ\�FRQWUROV�
UHODWLQJ�WR�&HQWUDO��ŒV�ƂQDQFLDO�UHSRUWLQJ��&HQWUDO���GHWHUPLQHG�WKDW�WKHVH�
FRQWUROV�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�ƂQDQFLDO�
UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�ƂQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�
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&HQWUDO��ŒV�PDQDJHPHQW��ZLWK�WKH�VXSSRUW�RI�WKH�%RDUGŒV�$XGLW�&RPPLWWHH��
FRQWLQXHV�WR�XQGHUWDNH�ULJRURXV�WHVWLQJ�RI�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWUROV�
RYHU�ƂQDQFLDO�UHSRUWLQJ��HYHQ�WKRXJK�VXFK�WHVWLQJ�LV�QRW�PDQGDWHG�E\�FXUUHQW�
VHFXULWLHV�UHJXODWRU\�UHTXLUHPHQWV�LQ�&DQDGD��&HQWUDO���FRQWLQXHV�ZLWK�WKLV�
SURFHVV�DV�LW�SURYLGHV�D�IXUWKHU�OD\HU�RI�DVVXUDQFH�RQ�WKH�FRQWURO�IUDPHZRUN�
VXUURXQGLQJ�ƂQDQFLDO�UHSRUWLQJ�

,Q�������&HQWUDO���PDLQWDLQHG�,62�������FHUWLƂFDWLRQ�RI�LWV�GLUHFW�EDQNLQJ�
VHUYLFHV��SD\PHQW�VHUYLFHV��UHJLVWHUHG�VDYLQJV�SODQ�WUXVWHHVKLS�VHUYLFHV��DQG�
ERQGLQJ�DQG�LQVXUDQFH�SURJUDPV��,62�������LV�DQ�LQWHUQDWLRQDOO\�UHFRJQL]HG�
VWDQGDUG�IRU�LQIRUPDWLRQ�VHFXULW\�PDQDJHPHQW��0DLQWDLQLQJ�FHUWLƂFDWLRQ�
UHTXLUHV�DQ�DQQXDO�RQ�VLWH�DXGLW�E\�WKH�FHUWLƂFDWLRQ�ERG\�WR�FRQƂUP�WKDW�
&HQWUDO���FRQWLQXHV�WR�KDYH�D�UREXVW�LQIRUPDWLRQ�VHFXULW\�PDQDJHPHQW�
SURJUDP�WKDW�HIIHFWLYHO\�PDQDJHV�DQG�VDIHJXDUGV�WKH�FRQƂGHQWLDOLW\�� 
LQWHJULW\�DQG�DYDLODELOLW\�RI�LQIRUPDWLRQ�DVVHWV�

,W�LV�WKH�UROH�RI�&HQWUDO��ŒV�'LVFORVXUH�&RPPLWWHH�WR�HQVXUH�WKDW�DOO�PDWHULDO�
ƂQDQFLDO�LQIRUPDWLRQ��DV�GHƂQHG�LQ�&HQWUDO��ŒV�'LVFORVXUH�3ROLF\�DQG�UHOHDVHG� 
E\�&HQWUDO���WR�LWV�PHPEHUV��LQYHVWRUV�LQ�LWV�VHFXULWLHV�DQG�UHJXODWRU\�
DXWKRULWLHV��LV�DFFXUDWH��FRPSOHWH��DQG�SUHVHQWV�IDLUO\�WKH�ƂQDQFLDO�SRVLWLRQ� 
RI�&HQWUDO���DQG�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV��LQ�DOO�PDWHULDO�UHVSHFWV��$OO�VXFK�
LQIRUPDWLRQ�LV�UHTXLUHG�WR�EH�GLVFORVHG�LQ�D�WLPHO\�PDQQHU��DQG�LQ�D�IRUPDW�
LQ�DFFRUGDQFH�ZLWK�WKH�UHTXLUHPHQWV�HVWDEOLVKHG�E\�DSSOLFDEOH�ODZV�DQG�
UHJXODWRU\�DXWKRULWLHV��7KH�FRPPLWWHH�LV�DFFRXQWDEOH�WR�WKH�&KLHI�([HFXWLYH�
2IƂFHU��&(2��DQG��WKURXJK�WKH�&(2��UHSRUWV�WR�WKH�$XGLW�&RPPLWWHH�RI�WKH� 
Board of Directors.

,Q�WKH�WKLUG�TXDUWHU�RI�������&HQWUDO���FRQWUDFWHG�IRU�D�UHYLHZ�RI�LWV�OLTXLGLW\� 
DQG�IXQGLQJ��ULVN��DQG�FDSLWDO�PDQDJHPHQW�DQG�WKHLU�UHODWHG�JRYHUQDQFH�� 
7KH�UHYLHZ�ZDV�FRPSOHWHG�LQ�-DQXDU\��������,W�LQFOXGHG�UHFRPPHQGDWLRQV�E\�
ZKLFK�&HQWUDO���ZLOO�LPSURYH�DQG�HQKDQFH�LWV�SROLFLHV�DQG�SURFHGXUHV�WR�PHHW�
HYROYLQJ�SUDFWLFHV�LQ�WKH�ƂQDQFLDO�VHUYLFHV�VHFWRU��&HQWUDO���H[SHFWV�WR�LPSOHPHQW�
PRVW�RI�WKHP�GXULQJ������DQG�ZLOO�SURYLGH�XSGDWHV�WKHUHRQ�LQ�LWV�IXWXUH�
FRQWLQXRXV�GLVFORVXUH�

&HQWUDO��ŒV�DSSURDFK�WR�PDQDJLQJ�DQG�PLWLJDWLQJ�VSHFLƂF�W\SHV�RI�ULVN� 
LV�DV�IROORZV�

Liquidity Risk
/LTXLGLW\�ULVN�LV�WKH�ULVN�RI�EHLQJ�XQDEOH�WR�REWDLQ�IXQGV�DW�D�UHDVRQDEOH�SULFH�
RU�ZLWKLQ�D�UHDVRQDEOH�WLPH�SHULRG�WR�PHHW�REOLJDWLRQV�DV�WKH\�FRPH�GXH��$V�
PDQDJHU�RI�LWV�RZQ�OLTXLGLW\�DQG�WKDW�RI�LWV�PHPEHU�FUHGLW�XQLRQV��&HQWUDO���
LV�UHVSRQVLEOH�IRU�HQVXULQJ�WKDW�PDQDJHG�DVVHWV�DUH�DYDLODEOH�WR�PHHW�LWV�RZQ�
QHHGV��WRJHWKHU�ZLWK�WKRVH�RI�WKH�V\VWHP��&HQWUDO���LV�DOVR�SDUW\�WR�D�OHJDO�
DJUHHPHQW�ZLWK�RWKHU�SURYLQFLDO�FHQWUDOV�XQGHU�WKH�,QWHU�&HQWUDO�/LTXLGLW\�
$JUHHPHQW��,&/$���ZKHUHE\�SDUWLFLSDWLQJ�FHQWUDO�FUHGLW�XQLRQV�KDYH�DJUHHG�WR�
SURYLGH�OLTXLGLW\�WR�RQH�DQRWKHU�LQ�WKH�HYHQW�RI�D�ORFDOL]HG�PDUNHW�GLVUXSWLRQ�

7KH�NH\�HOHPHQWV�RI�&HQWUDO��ŒV�OLTXLGLW\�ULVN�IUDPHZRUN�DUH�

 � GLYHUVLƂFDWLRQ�RI�IXQGLQJ�OLDELOLWLHV�E\�VRXUFH��W\SH�RI�GHSRVLWRU��W\SH� 
RI�LQVWUXPHQW�DQG�WHUP�

 � PDLQWHQDQFH�RI�D�SRRO�RI�KLJKO\�OLTXLG�VHFXULWLHV�WKDW�FDQ�EH�UHDGLO\�VROG�
RU�SOHGJHG�WR�VHFXUH�ERUURZLQJV�HYHQ�XQGHU�VWUHVVHG�PDUNHW�FRQGLWLRQV��

 � UHJXODU�SHUIRUPDQFH�RI�VWUHVV�WHVWV�WR�HYDOXDWH�GLVUXSWLRQV�RQ�&HQWUDO��ŒV�
DQG�WKH�V\VWHPVŒ�OLTXLGLW\�SRVLWLRQV�

 � UHJXODU�PHDVXUHPHQW�DQG�PRGHOOLQJ�RI�V\VWHP�OLTXLGLW\�LQ�FRQMXQFWLRQ�
ZLWK�NH\�FUHGLW�XQLRQV��DQG

 � PDLQWHQDQFH�RI�D�OLTXLGLW\�FRQWLQJHQF\�SODQ�WKDW�VSHFLƂHV�DQ�DSSURDFK�
IRU�UHVSRQGLQJ�WR�D�OLTXLGLW\�HYHQW

�6HH�DOVR�/LTXLGLW\�0DQDJHPHQW��SDJH����

Market Risk
0DUNHW�ULVN�UHIHUV�WR�WKH�ULVN�RI�ORVV�UHVXOWLQJ�IURP�FKDQJHV�LQ�PDUNHW�IDFWRUV�
VXFK�DV�LQWHUHVW�UDWHV��IRUHLJQ�H[FKDQJH�UDWHV�DQG�FUHGLW�DQG�VZDS�VSUHDGV�� 
7KH�OHYHO�RI�PDUNHW�ULVN�WR�ZKLFK�&HQWUDO���LV�H[SRVHG�YDULHV�GHSHQGLQJ�RQ�
market conditions, future price and market movements and the composition  

RI�&HQWUDO��ŒV�LQYHVWPHQW��OHQGLQJ�DQG�GHULYDWLYH�SRUWIROLRV��0DUNHW�ULVN�FDQ�
KDYH�D�GLUHFW�LPSDFW�RQ�&HQWUDO��ŒV�HDUQLQJV�IRU�WKRVH�SRVLWLRQV�ZKLFK�DUH�
PDUNHG�WR�PDUNHW�IRU�DFFRXQWLQJ�SXUSRVHV�
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&HQWUDO���PDQDJHV�LWV�H[SRVXUH�WR�PDUNHW�ULVN�WKURXJK�D�UDQJH�RI�JRYHUQDQFH�
DQG�PDQDJHPHQW�SURFHVVHV��7KH�,QYHVWPHQW�DQG�/RDQ��,	/��&RPPLWWHH��
D�FRPPLWWHH�RI�WKH�%RDUG�RI�'LUHFWRUV��RYHUVHHV�&HQWUDO��ŒV�PDUNHW�ULVN�
PDQDJHPHQW�IUDPHZRUN��&HQWUDO��ŒV�SROLFLHV�GHWDLO�WKH�PHDVXUHPHQW�RI�
PDUNHW�ULVN��DQG�HVWDEOLVK�H[SRVXUH�OLPLWV�LQ�NHHSLQJ�ZLWK�&HQWUDO��ŒV�RYHUDOO� 
ULVN�DSSHWLWH��,QWHUQDO�5LVN�0DQDJHPHQW�LQGHSHQGHQWO\�PRQLWRUV�H[SRVXUH�
DJDLQVW�OLPLWV��LQYHVWLJDWHV�DQ\�EUHDFKHV�DQG�UHSRUWV�WKHP�DW�WKH�DSSURSULDWH�
OHYHO�IRU�UHYLHZ�DQG�DFWLRQ��7KLV�PDQDJHPHQW�IUDPHZRUN�LV�FRPSOHPHQWHG� 
E\�D�VHULHV�RI�ULJRURXV�VWUHVV�WHVW�VFHQDULRV�WKDW�DUH�UXQ�RQ�D�UHJXODU�EDVLV�

,QWHUHVW�UDWH�ULVN�LV�WKH�SRWHQWLDO�DGYHUVH�LPSDFW�RQ�&HQWUDO��ŒV�HDUQLQJV�DQG�
WKH�)DLU�9DOXH�RI�(TXLW\�GXH�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV��$V�PRVW�RI�LWV�EDODQFH�
VKHHW�LV�PDGH�XS�RI�LQWHUHVW�EHDULQJ�DVVHWV�DQG�OLDELOLWLHV�ZLWK�GLIIHUHQW�PDWXULW\�
GDWHV��&HQWUDO���SRWHQWLDOO\�KDV�VLJQLƂFDQW�H[SRVXUH�WR�LQWHUHVW�UDWH�FKDQJHV�

&HQWUDO���UHJXODUO\�PRQLWRUV�LWV�H[SRVXUH�WR�LQWHUHVW�UDWH�FKDQJHV�DQG�WKHLU�
SRWHQWLDO�HIIHFWV�RQ�ƂQDQFLDO�PDUJLQ��&HQWUDO��ŒV�LQWHUHVW�UDWH�ULVN�SROLF\�GHƂQHV�
DFFHSWDEOH�SHUFHQWDJH�OLPLW�FKDQJHV�LQ�,QWHUHVW�PDUJLQ�LQFRPH�DQG�)DLU�YDOXH�
RI�HTXLW\�LQ�UHODWLRQ�WR�SDUDOOHO�VKLIWV�LQ�WKH�\LHOG�FXUYH��&HQWUDO���DOVR�DQDO\]HV�
WKH�LPSDFW�RI�LQWHUHVW�UDWH�YRODWLOLW\�RQ�QHW�LQWHUHVW�LQFRPH��XVLQJ�0RQWH�&DUOR�
LQFRPH�VLPXODWLRQV��DQG�VHWV�VWDWLVWLFDO�OLPLWV�RQ�WKH�YDULDQFH�RI�QHW�LQWHUHVW�
LQFRPH�LQ�VXFK�VLPXODWLRQV�
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Chart 1(a)�EHORZ�VXPPDUL]HV�FDUU\LQJ�DPRXQWV�E\�WKH�HDUOLHU�RI�WKHLU�FRQWUDFWXDO�UHSULFLQJ�RU�PDWXULW\�GDWHV��7KH�H[WHQW�RI�&HQWUDO��ŒV�H[SRVXUH�WR�LQWHUHVW�UDWH�
FKDQJHV�DW�HDFK�RI�WKH�ODVW�WZR�\HDU�HQGV�LV�LOOXVWUDWHG�LQ�WKH�LQWHUHVW�VHQVLWLYLW\�FKDUW�EHORZ�(Chart 1(b), below). Note 37 WR�WKH�ƂQDQFLDO�VWDWHPHQWV�SURYLGHV�
DGGLWLRQDO�LQIRUPDWLRQ�RQ�WKH�IDLU�YDOXH�RI�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�FRPSDUHG�WR�WKHLU�FDUU\LQJ�YDOXH��

Chart 1 (a) – Carrying Amounts by Earlier of Contractual Repricing or Maturity Date

December 31 (Millions of dollars)
Within Three 

Months
Three Months 

to One Year
One Year to  

Five Years Over Five Years
Not Rate 
Sensitive Total

7RWDO�$VVHWV $ 3,078.0 $ ������� $ ������� $ 400.4 $ ����� $ ��������
7RWDO�/LDELOLWLHV�DQG�(TXLW\ 3,382.3 ������� 4,978.1 ŏ ������� ��������
2Q�%DODQFH�6KHHW�*DS ������� ��������� ������� 400.4 ������� ŏ
2II�%DODQFH�6KHHW�*DS ��������� ������� ������� ������� ŏ ŏ
7RWDO�*DS����� ��������� ����� 2,087.8 ������ ������� ŏ
7RWDO�*DS����� �b ������ �b ������ $ 914.8 $ ������ $ ������� $ ŏ

&HQWUDO��ŒV�LQYHVWPHQW�SROLF\�GHƂQHV�DFFHSWDEOH�OLPLWV�IRU�LQWHUHVW�UDWH�ULVN��7KHVH�OLPLWV�DUH�EDVHG�RQ�WKH�HIIHFWV�RI�D���������EDVLV�SRLQW�SDUDOOHO�VKLIW�LQ�WKH�\LHOG�FXUYH�
RQ�,QWHUHVW�0DUJLQ�DQG�RQ�WKH�)DLU�9DOXH�RI�(TXLW\��6XFK�D�\LHOG�FXUYH�VKLIW�PXVW�QRW�UHVXOW�LQ�PRUH�WKDQ�D������SHU�FHQW�GHFOLQH�LQ�,QWHUHVW�0DUJLQ�IURP�WKH�EDVH�
IRUHFDVW�RYHU�D����PRQWK�KRUL]RQ��ZKLOH�WKH�PD[LPXP�GHFOLQH�LQ�WKH�)DLU�9DOXH�RI�(TXLW\�FDQQRW�H[FHHG������SHU�FHQW�

0DQDJHPHQW�FRPSXWHV�WKH�)DLU�9DOXH�RI�(TXLW\�DV�WKH�VXP�RI�(TXLW\�LQ�WKH�6WDWHPHQW�RI�)LQDQFLDO�3RVLWLRQ�DQG�WKH�QHW�XQUHDOL]HG�JDLQV��ORVVHV��RQ�ƂQDQFLDO�
instruments as indicated in Note 37�RI�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��7KH�IDLU�YDOXH�RI�&HQWUDO��ŒV�(TXLW\�DV�DW�'HFHPEHU����������ZDV��������PLOOLRQ�
�'HFHPEHU�������������������PLOOLRQ��

7KH�IROORZLQJ�FKDUW�VXPPDUL]HV�WKH�LPSDFW�RI�WKH�\LHOG�FXUYH�VKLIWV�DV�DW�'HFHPEHU����������

Chart 1 (b) – Interest Rate Sensitivity

December 31
(Thousands of dollars)

Interest Margin Fair Value of Equity

Amount
Percentage of 
base forecast Amount

Percentage of 
base forecast

%HIRUH�7D[�,PSDFW�RI�
����ESV�LQFUHDVH�LQ�UDWHV $ ������� ������ % $ �������� ����� %

����ESV�GHFUHDVH�LQ�UDWHV $ ����� 4.8 % $ 49,720 7.4 %
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7KH�GXUDWLRQ�RI�&HQWUDO��ŒV�LQWHUHVW�EHDULQJ�OLDELOLWLHV�LV�VKRUWHU�WKDQ�WKDW�RI�
LWV�LQWHUHVW�EHDULQJ�DVVHWV��$V�VXFK��LI�LQWHUHVW�UDWHV�ZHUH�WR�LPPHGLDWHO\�VKLIW�
XSZDUG�E\�����EDVLV�SRLQWV�DQG�UHPDLQ�DW�VXFK�OHYHOV�RYHU�D����PRQWK�SHULRG��
&HQWUDO��ŒV�LQWHUHVW�H[SHQVH�ZRXOG�LQFUHDVH�PRUH�WKDQ�LWV�LQWHUHVW�LQFRPH��
UHVXOWLQJ�LQ�D�GHFOLQH�LQ�,QWHUHVW�PDUJLQ��

&UHGLW�VSUHDG�ULVN�DULVHV�IURP�WKH�SRVVLELOLW\�WKDW�FKDQJHV�LQ�FUHGLW�VSUHDGV�
ZLOO�DIIHFW�WKH�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV��&HQWUDO��ŒV�SROLFLHV�HVWDEOLVK�
RYHUDOO�FUHGLW�VSUHDG�ULVN�OLPLWV�IRU�WKH�HQWLUH�LQYHVWPHQW�SRUWIROLR��DV�ZHOO�DV�
VHSDUDWH�VXE�OLPLWV�IRU�LQGLYLGXDO�ERRNV��&UHGLW�VSUHDG�ULVN�LV�FDOFXODWHG�GDLO\�
E\�D�SURSULHWDU\��LQGHSHQGHQWO\�UHYLHZHG�PRGHO��DQG�FRPSOLDQFH�ZLWK�OLPLWV�
LV�PRQLWRUHG�E\�,QWHUQDO�5LVN�0DQDJHPHQW��&HQWUDO���DOVR�UHJXODUO\�PHDVXUHV�
WKH�FUHGLW�VSUHDG�LPSDFW�RI�D�VHULHV�RI�H[WUHPH�\HW�SODXVLEOH�VWUHVV�WHVWV�RQ�LWV�
SRUWIROLR��,QFOXGHG�LQ�WKHVH�WHVWV�DUH�VFHQDULRV�EDVHG�RQ�WKH�/HKPDQ�FULVLV�DQG�
RQ�WKH�ŔZRUVW�FDVHŕ�PDUNHW�HYHQW�IURP�WKH�SUHYLRXV���\HDUV��EDVHG�RQ�D�����
FRQƂGHQFH�LQWHUYDO���0DQDJHPHQW�XVHV�WKH�RXWFRPH�RI�WKHVH�VWUHVV�WHVWV�WR� 
DLG�GHFLVLRQ�PDNLQJ��DQG�UHJXODUO\�UHSRUWV�WKH�UHVXOWV�WR�WKH�%RDUG�RI�'LUHFWRUV�

)RUHLJQ�H[FKDQJH�UDWH�ULVN�LV�WKH�ULVN�RI�SRWHQWLDO�DGYHUVH�LPSDFW�RQ�&HQWUDO��ŒV�
HDUQLQJV�DQG�HFRQRPLF�YDOXH�GXH�WR�FXUUHQF\�UDWH�PRYHPHQWV�DQG�YRODWLOLW\��
&HQWUDO���KDV�DVVHWV�DQG�OLDELOLWLHV�GHQRPLQDWHG�LQ�VHYHUDO�PDMRU�FXUUHQFLHV�DQG�
EX\V�IRUHLJQ�FXUUHQFLHV�IURP��DQG�VHOOV�WKHVH�FXUUHQFLHV�WR��LWV�PHPEHU�FUHGLW�
XQLRQV��7KH�ULVN�DVVRFLDWHG�ZLWK�FKDQJLQJ�IRUHLJQ�FXUUHQF\�YDOXHV�LV�PDQDJHG�E\�
DSSO\LQJ�OLPLWV�RQ�WKH�DPRXQWV��VKRUW�RU�ORQJ�SRVLWLRQV��WKDW�FDQ�EH�PDLQWDLQHG�
LQ�WKH�YDULRXV�FXUUHQFLHV��DQG�E\�XWLOL]LQJ�GHULYDWLYH�H[FKDQJH�FRQWUDFWV�WR�OHVVHQ�
WKH�LPSDFW�RI�RQ�EDODQFH�VKHHW�SRVLWLRQV��Note 36�WR�WKH�ƂQDQFLDO�VWDWHPHQWV�
SURYLGHV�DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�&HQWUDO��ŒV�IRUHLJQ�FXUUHQF\�H[SRVXUH�

Credit Risk
&UHGLW�ULVN�LV�WKH�ULVN�RI�ƂQDQFLDO�ORVV�UHVXOWLQJ�IURP�WKH�IDLOXUH�RI�DQ�REOLJRU��IRU�
DQ\�UHDVRQ��WR�IXOO\�KRQRXU�LWV�ƂQDQFLDO�RU�FRQWUDFWXDO�REOLJDWLRQV�WR�&HQWUDO����
&HQWUDO���LQFXUV�FUHGLW�ULVN�LQ�WKH�IROORZLQJ�ZD\V�

 � OHQGLQJ�IXQGV�WR�PHPEHU�FUHGLW�XQLRQV�

 � LVVXLQJ�JXDUDQWHHV�DQG�OHWWHUV�RI�FUHGLW�RQ�EHKDOI�RI�PHPEHU� 
FUHGLW�XQLRQV�

 � SDUWLFLSDWLQJ�LQ�FRPPHUFLDO�ORDQ�V\QGLFDWLRQV�ZLWK�PHPEHU� 
FUHGLW�XQLRQV�

 � LQYHVWLQJ�LQ�GHEW�LQVWUXPHQWV�LVVXHG�E\�JRYHUQPHQW��ƂQDQFLDO��DQG�
FRUSRUDWH�HQWLWLHV�

 � HQWHULQJ�LQWR�YDOXH�H[FKDQJH�ƂQDQFLDO�FRQWUDFWV��H�J��LQWHUHVW�UDWH�
VZDSV��ZLWK�PDUNHW�FRXQWHUSDUWLHV�DQG�PHPEHU�FUHGLW�XQLRQV��

 � SURYLGLQJ�SD\PHQW�VHUYLFHV�WR�PHPEHU�FUHGLW�XQLRQV�DQG�FRUSRUDWH�
FOLHQWV��DQG

 � VHWWOLQJ�SD\PHQWV�DV�*URXS�&OHDUHU�LQ�&DQDGDŒV�/DUJH�9DOXH�7UDQVIHU�
6\VWHP�DQG�$XWRPDWHG�&OHDULQJ�6HWWOHPHQW�6\VWHP��

&HQWUDO��ŒV�SROLFLHV�HVWDEOLVK�WKH�SDUDPHWHUV�ZLWKLQ�ZKLFK�WKH�RUJDQL]DWLRQ�
PDQDJHV�LWV�FUHGLW�ULVN��7KHVH�SROLFLHV�DUH�LPSOHPHQWHG�WKURXJK�D�QXPEHU�
RI�NH\�EXVLQHVV�SURFHGXUHV��7RJHWKHU��WKH�SROLFLHV�DQG�SURFHGXUHV�IRUP�D�
IUDPHZRUN�WKDW�LQFOXGHV�

 � DSSOLFDWLRQ�RI�VRXQG��VWULQJHQW�OHQGLQJ�DQG�RU�IXQGLQJ�FULWHULD�WR�DOO�
FUHGLW�H[SRVXUHV�SULRU�WR�WKHLU�DFTXLVLWLRQ�

 � FOHDUO\�GHƂQHG�PDQDJHPHQW�DQG�SROLF\�OLPLWV�RQ�WKH�DPRXQW��W\SHV�� 
DQG�FRQFHQWUDWLRQV�RI�FUHGLW�ULVN�

 � UHJXODU�HYDOXDWLRQ�DQG�DVVHVVPHQW�RI�H[LVWLQJ�FUHGLW�ULVN�H[SRVXUHV�

 � FRQWLQXRXV�PRQLWRULQJ�RI�FUHGLW�H[SRVXUHV�VR�DV�WR�SURPSWO\�LGHQWLI\�
GHWHULRUDWLQJ�VLWXDWLRQV�DQG�WDNH�DSSURSULDWH�DFWLRQ��DQG

 � DSSURSULDWH�SULFLQJ�RI�ORDQV�DQG�RWKHU�FUHGLW�LQWHQVLYH�SURGXFWV�

&HQWUDO��ŒV�%RDUG�RI�'LUHFWRUV�GHOHJDWHV�FUHGLW�ULVN�DSSURYDO�DXWKRULW\�WR�WKH�
0DQDJHPHQW�&UHGLW�&RPPLWWHH��0&&���ZKLFK�LV�UHVSRQVLEOH�IRU�RYHUVHHLQJ�DQG�
DSSURYLQJ�DOO�FUHGLW�ULVN�H[SRVXUH�LQFXUUHG�E\�WKH�RUJDQL]DWLRQ��,Q�WXUQ��WKH�0&&�
GHOHJDWHV�ORZHU�DSSURYDO�DXWKRULW\�OLPLWV�WR�TXDOLƂHG�PDQDJHPHQW�LQGLYLGXDOV��
$Q\�FUHGLW�H[SRVXUH�WKDW�H[FHHGV�WKH�DXWKRULW\�RI�WKH�0&&�LV�UHIHUUHG�WR�WKH�
%RDUG�IRU�DSSURYDO�



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   12

As at March 15, 2013

Management’s Discussion and Analysis

&UHGLW�ULVN�DVVRFLDWHG�ZLWK�&HQWUDO��ŒV�FUHGLW�XQLRQ�OHQGLQJ�SRUWIROLR�KDV�EHHQ�
DVVHVVHG�E\�PDQDJHPHQW�DV�ORZ��0HPEHU�FUHGLW�XQLRQ�ORDQV�DUH�VHFXUHG�DQG�
&HQWUDO���KDV�QHYHU�UHFRUGHG�D�ORVV�RQ�D�ORDQ�WR�DQ\�RI�LWV�PHPEHU�FUHGLW�XQLRQV��
6HFXUHG�ORDQV�WR�PHPEHUV�UHODWHG�WR�WKH�&DQDGD�0RUWJDJH�%RQG�SURJUDP�FRQVLVW�
RI�ORDQV�WR�FUHGLW�XQLRQV�VHFXUHG�E\�LQVXUHG�UHVLGHQWLDO�PRUWJDJHV�DQG��DV�VXFK��
FUHGLW�ULVN�RQ�WKHVH�EDODQFHV�LV�DOVR�FRQVLGHUHG�PLQLPDO�

&RPPHUFLDO�OHQGLQJ�LV�SULPDULO\�WKURXJK�D�ORDQ�V\QGLFDWLRQ�SURJUDP��ZKHUH�
&HQWUDO���PD\�SDUWLFLSDWH�LQ�D�ORDQ�V\QGLFDWLRQ�LQ�UHVSRQVH�WR�WKH�QHHGV�RI�ORFDO�
PHPEHU�FUHGLW�XQLRQV��&RPPHUFLDO�ORDQV�DUH�HYDOXDWHG�E\�VNLOOHG�FRPPHUFLDO�
OHQGHUV�DQG�DUH�DGMXGLFDWHG�E\�D�VHSDUDWH�&UHGLW�5LVN�0DQDJHPHQW�'HSDUWPHQW��
XQGHU�WKH�GLUHFWLRQ�RI�WKH�0&&��$QQXDOO\��WKH�VWDWXV�RI�HDFK�ORDQ�LV�UHYLHZHG�LQ�
WKH�VDPH�PDQQHU�DV�D�QHZ�FUHGLW�SURSRVDO��

7KH�&UHGLW�5LVN�0DQDJHPHQW�'HSDUWPHQW�LV�UHVSRQVLEOH�IRU�PRQLWRULQJ�SUREOHP�
ORDQV��HQVXULQJ�WKDW�DSSURSULDWH�DFWLRQ�LV�WDNHQ�DQG�WKDW�DOORZDQFHV�DUH�DGHTXDWH�
WR�FRYHU�SRWHQWLDO�ORVVHV��6SHFLƂF�DOORZDQFHV�DUH�HVWDEOLVKHG�IRU�H[SRVXUHV�EDVHG�
RQ�DQDO\VLV�RI�LQGLYLGXDO�DFFRXQWV�WR�UHGXFH�WKH�FDUU\LQJ�YDOXH�RI�DQ�LPSDLUHG�
ORDQ�WR�LWV�HVWLPDWHG�UHDOL]DEOH�DPRXQW��&ROOHFWLYH�DOORZDQFHV�IRU�ORVV�DUH�DOVR�
HVWDEOLVKHG�WR�DEVRUE�SUREDEOH�FUHGLW�ORVVHV�RQ�WKH�DJJUHJDWH�H[SRVXUHV�LQ�HDFK�
RI�&HQWUDO��ŒV�EXVLQHVV�OLQHV�IRU�ZKLFK�ORVVHV�DUH�QRW�\HW�VSHFLƂFDOO\�LGHQWLƂHG� 
RQ�DQ�LWHP�E\�LWHP�EDVLV�

&HQWUDO���LQFXUV�LVVXHU�FUHGLW�ULVN�DQG�FRXQWHUSDUW\�FUHGLW�ULVN�WKURXJK�WKH�
LQYHVWPHQW�DFWLYLW\�UHTXLUHG�WR�PDQDJH�WKH�V\VWHPŒV�PLQLPXP�DQG�H[FHVV�
OLTXLGLW\�SRROV��7KH\�DUH�FDUHIXOO\�PDQDJHG�E\�LPSRVLQJ�VWULFW�UHTXLUHPHQWV�RQ�
WKH�FUHGLW�TXDOLW\�RI�HDFK�LVVXHU�FRXQWHUSDUW\��DQG�RQ�WKH�VWUXFWXUH�RI�VHFXULWLHV�
SXUFKDVHG��7KH�FUHGLW�ULVN�SURƂOH�RI�&HQWUDO��ŒV�LQYHVWPHQW�SRUWIROLR�LV�ORZ��
ZKLFK�FRUUHODWHV�FORVHO\�ZLWK�WKH�RUJDQL]DWLRQŒV�SUDFWLFH�RI�PDLQWDLQLQJ�D�KLJKO\�
OLTXLG�LQYHVWPHQW�SRUWIROLR�WR�PLWLJDWH�OLTXLGLW\�ULVN��&RXQWHUSDUW\�5LVN�LV�IXUWKHU�
PDQDJHG�WKURXJK�WKH�LPSOHPHQWDWLRQ�RI�LQGXVWU\�VWDQGDUG�GRFXPHQWDWLRQ�
�H�J��,6'$�0DVWHU�$JUHHPHQWV���ZKLFK�LQFOXGHV�FROODWHUDOL]DWLRQ�DJUHHPHQWV�
ZLWK�DOO�RI�LWV�PDMRU�EDQN�VZDS�FRXQWHUSDUWLHV��([SRVXUH�OLPLWV�DUH�DSSURYHG� 
IRU�LQGLYLGXDO�LVVXHUV�FRXQWHUSDUWLHV��DV�ZHOO�DV�IRU�REOLJRU�VHFWRUV��H�J��SURYLQFLDO�
JRYHUQPHQWV��EDQNV��FRUSRUDWHV��

,Q�SURYLGLQJ�SD\PHQW�VHUYLFHV��&HQWUDO���LV�H[SRVHG�WR�FUHGLW�ULVN�ZKHQ�LW�LQFXUV�D�
SD\PHQW�REOLJDWLRQ�RQ�EHKDOI�RI�LWV�PHPEHU�FUHGLW�XQLRQV�DQG�FRUSRUDWH�FOLHQWV�
SULRU�WR�UHFHLSW�RI�FRYHULQJ�IXQGV��&HQWUDO���PLWLJDWHV�WKLV�ULVN�E\�UHYLHZLQJ�DQG�
DSSURYLQJ�FUHGLW�ULVN�OLPLWV�RQ�LWV�FOLHQWV��E\�WDNLQJ�VHFXULW\��DQG�E\�LPSOHPHQWLQJ�
RSHUDWLRQDO�FRQWURO�SURFHGXUHV�WR�PDQDJH�WKH�DPRXQW�RI�FUHGLW�ULVN�LQFXUUHG�

,Q�LWV�UROH�DV�*URXS�&OHDUHU��&HQWUDO���LV�H[SRVHG�WR�WKH�FUHGLW�ULVN�RI�DQRWKHU�
/976�$&66�SDUWLFLSDQW�GHIDXOWLQJ��7KLV�ULVN�LV�VWURQJO\�PLWLJDWHG�E\�WKH�REOLJDWLRQ�
RI�HDFK�SDUWLFLSDQW�WR�SRVW�FROODWHUDO�LQ�VXSSRUW�RI�LWV�SD\PHQW�DFWLYLW\��+RZHYHU��
QRWDEOH�UHVLGXDO�FUHGLW�ULVN�UHPDLQV��ZKLFK�&HQWUDO���PDQDJHV�E\�DSSURYLQJ�
H[SRVXUH�OLPLWV�IRU�RWKHU�SDUWLFLSDQWV��EDVHG�RQ�DQ�DVVHVVPHQW�RI�WKHLU�FUHGLW�
ZRUWKLQHVV��,Q�SURYLGLQJ�SD\PHQW�VHUYLFHV�WR�WKH�FUHGLW�XQLRQ�FHQWUDOV�RI�$OEHUWD��
0DQLWRED��DQG�6DVNDWFKHZDQ��WKH�3UDLULH�&HQWUDOV���&HQWUDO���JXDUDQWHHV�SD\PHQW�
RI�SD\PHQW�LWHPV�GUDZQ�RQ�RU�SD\DEOH�E\�WKH�3UDLULH�&HQWUDOV�DQG�WKHLU�PHPEHU�
FUHGLW�XQLRQV��(DFK�RI�WKH�3UDLULH�&HQWUDOV�LQ�UHWXUQ�SURYLGHV�&HQWUDO���ZLWK�D�
guarantee for those payments.

Insurance Risk
&HQWUDO���LV�H[SRVHG�WR�LQVXUDQFH�ULVN�WKURXJK�WKH�DFWLYLWLHV�RI�LWV�VXEVLGLDULHV��
&833�6HUYLFHV�/WG��DQG�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ��,QVXUDQFH�ULVN�UHIHUV�
WR�WKH�SRWHQWLDO�ORVV�WKDW�PD\�DULVH�ZKHUH�WKH�DPRXQW�RU�WLPLQJ�RI�EHQHƂW�
SD\PHQWV�XQGHU�LQVXUDQFH�FRQWUDFWV�H[FHHGV�WKDW�H[SHFWHG��&HQWUDO���PDQDJHV�
LWV�H[SRVXUH�WR�LQVXUDQFH�ULVN�E\�LPSRVLQJ�XQGHUZULWLQJ�OLPLWV��DQG�E\�SHUIRUPLQJ�
UHJXODU�UHYLHZV�RI�DFWXDO�FODLPV�H[SHULHQFH�DQG�SURGXFW�SULFLQJ�

Operational Risk
2SHUDWLRQDO�ULVN�LV�WKH�H[SRVXUH�WR�ORVV�UHVXOWLQJ�IURP�ƃDZHG�RU�LPSURSHUO\�
IXQFWLRQLQJ�SURFHVVHV��SHRSOH�DQG�V\VWHPV��,W�LQFOXGHV�OHJDO�DQG�UHJXODWRU\�
ULVN��*HQHUDOO\��RSHUDWLRQDO�ULVN�LV�PHDVXUHG�LQ�WHUPV�RI�DFWXDO�ORVVHV�WKDW�KDYH�
RFFXUUHG��$Q�RSHUDWLRQDO�ULVN�HYHQW�FDQ�DOVR�UHVXOW�LQ�LQFUHDVHG�OLTXLGLW\�
ULVN��PDUNHW�ULVN��RU�FUHGLW�ULVN��:KLOH�WKH�ƂQDQFLDO�LPSDFW�DVVRFLDWHG�ZLWK�
RSHUDWLRQDO�ULVN�FDQ�EH�VLJQLƂFDQW��LW�LV�HTXDOO\�LPSRUWDQW�WR�UHFRJQL]H�WKH�OHVV�
LGHQWLƂDEOH�DQG�TXDQWLƂDEOH�QRQ�ƂQDQFLDO�LPSDFWV��5HDO�RU�SHUFHLYHG�FKDQJHV�LQ�
DQ�LQVWLWXWLRQŒV�FUHGLELOLW\�FDQ�GDPDJH�LWV�UHSXWDWLRQ��LPDJH��DQG�VWDNHKROGHU�
FRQƂGHQFH��WKHUHE\�QHJDWLYHO\�DIIHFWLQJ�WKH�LQVWLWXWLRQŒV�UHVXOWV�LQ�WKH�IXWXUH�
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&HQWUDO���PDQDJHV�WKLV�W\SH�RI�ULVN�WKURXJK�LPSOHPHQWDWLRQ�SROLFLHV�DQG�
DVVRFLDWHG�SURFHGXUHV�WKDW�DUH�IXQGDPHQWDO�WR�LWV�RSHUDWLQJ�LQIUDVWUXFWXUH��
(OHPHQWV�LQFOXGH�

 � GHYHORSLQJ�DQG�PDLQWDLQLQJ�D�FRPSUHKHQVLYH�V\VWHP�RI�LQWHUQDO�FRQWUROV�
HQFRPSDVVLQJ�VHJUHJDWLRQ�RI�IXQFWLRQDO�DFWLYLWLHV��PDQDJHULDO�UHSRUWLQJ�
DQG�GHOHJDWLRQ�RI�DXWKRULW\�

 � FRQWLQXRXV�PRQLWRULQJ��HYDOXDWLRQ��DQG�LPSURYHPHQW�RI�&HQWUDO��ŒV�
RSHUDWLRQDO�SUDFWLFHV�

 � VHOHFWLRQ�DQG�WUDLQLQJ�RI�KLJKO\�TXDOLƂHG�VWDII��VXSSRUWHG�E\�SROLFLHV�WKDW�
SURYLGH�IRU�VNLOOV�XSJUDGLQJ��FOHDU�DXWKRUL]DWLRQ�OHYHOV�DQG�DGKHUHQFH�WR�
DQ�HPSOR\HH�FRGH�RI�FRQGXFW�

 � PDLQWDLQLQJ�D�FRPSUHKHQVLYH�SRUWIROLR�RI�LQVXUDQFH�WR�UHGXFH�WKH�
LPSDFW�RI�DQ\�SRWHQWLDO�ORVVHV��DQG

 � FRQWLQJHQF\�EXVLQHVV�UHVXPSWLRQ�SODQV�IRU�DFWLYDWLRQ�LQ�UHVSRQVH�WR�
V\VWHPV�IDLOXUH�RU�FDWDVWURSKLF�HYHQWV��LQFOXGLQJ�RII�VLWH�GDWD�VWRUDJH�
DQG�EDFN�XS�SURFHVVLQJ�FDSDELOLWLHV�IRU�DOO�FULWLFDO�RSHUDWLRQV�

$V�ZHOO�DV�KDYLQJ�WKH�DERYH�PHDVXUHV�LQ�SODFH��&HQWUDO��ŒV�SROLFLHV�SURYLGH� 
IRU�UHJXODU��RQJRLQJ�UHYLHZ�RI�LWV�SUDFWLFHV�DQG�SURFHGXUHV�E\�LQWHUQDO�DXGLW�
WHDPV��WHFKQRORJ\�V\VWHPV�VHFXULW\�SHUVRQQHO�DQG�PDQDJHPHQW�SHUVRQQHO��
([WHUQDO�UHVRXUFHV��ZKHQ�UHTXLUHG��DOVR�VXSSOHPHQW�WKH�LQWHUQDO�UHYLHZV��
:LWK�WKH�LQFUHDVLQJ�H[SRVXUH�WR�HOHFWURQLF�WHFKQRORJLFDO�ULVN��&HQWUDO���KDV�
LPSOHPHQWHG�UHDO�WLPH�LQWUXVLRQ�GHWHFWLRQ�PRQLWRULQJ�RI�LWV�UHPRWH�EDQNLQJ�
DSSOLFDWLRQV��ZKLFK�DUH�DFFHVVHG�E\�FUHGLW�XQLRQ�PHPEHUV�DFURVV�&DQDGD�� 
,Q�DGGLWLRQ��ERWK�SURYLQFLDO�DQG�IHGHUDO�UHJXODWRU\�DJHQFLHV�XQGHUWDNH� 
SHULRGLF�UHYLHZV�RI�&HQWUDO��ŒV�RSHUDWLRQV�DQG�FRQWLQJHQF\�SODQV�

Reputation Risk
5HSXWDWLRQ�ULVN�LV�WKH�ULVN�RI�D�QHJDWLYH�LPSDFW�WR�&HQWUDO���UHVXOWLQJ�IURP�D�
GHWHULRUDWLRQ�RI�VWDNHKROGHUVŒ�WUXVW�LQ�WKH�RUJDQL]DWLRQ��7KHVH�SRWHQWLDO�LPSDFWV�
LQFOXGH�UHYHQXH�ORVV��OLWLJDWLRQ��DQG�UHJXODWRU\�DFWLRQ��+HLJKWHQHG�UHSXWDWLRQ�
ULVN�LV�JHQHUDOO\�FDXVHG�E\�WKH�FU\VWDOOL]DWLRQ�RI�RWKHU�ULVNV�

&HQWUDO���UHFRJQL]HV�WKDW�LWV�UHSXWDWLRQ�LV�DPRQJ�LWV�PRVW�LPSRUWDQW�DVVHWV��
DQG�FRQVLGHUV�UHSXWDWLRQDO�LPSDFW�LQ�DOO�RI�LWV�EXVLQHVV�DQG�SODQQLQJ�SUDFWLFHV��
,QWHJULW\�DQG�HWKLFDO�FRQGXFW�DUH�FRUH�YDOXHV�IRU�&HQWUDO����DQG�WKHVH�DUH�IRVWHUHG�
DW�WKH�PRVW�IXQGDPHQWDO�OHYHOV�RI�WKH�RUJDQL]DWLRQ�WKURXJK�WKH�DGKHUHQFH�RI�
HDFK�HPSOR\HH�WR�&HQWUDO��ŒV�&RGH�RI�&RQGXFW��

Overall Performance 
,Q�������&HQWUDO���UHSRUWHG�1HW�ƂQDQFLDO�LQFRPH�RI�������PLOOLRQ�DQG�3URƂW� 
IRU�WKH�\HDU�RI�������PLOOLRQ��1HW�ƂQDQFLDO�LQFRPH�ZDV�XS�������PLOOLRQ�IURP�
WKH�SULRU�\HDU��DV�QHW�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV�LQFUHDVHG�
E\�������PLOOLRQ�WR�D�JDLQ�RI�������PLOOLRQ�ZKLOH�,QWHUHVW�PDUJLQ�GHFUHDVHG�E\�
������PLOOLRQ�WR�������PLOOLRQ�

7KH�IROORZLQJ�VXPPDULHV�RI�WKH�HFRQRPLF�HQYLURQPHQW��WKH�VWDWH�RI�ƂQDQFLDO�
PDUNHWV�DQG�SHUIRUPDQFH�E\�ERWK�SURYLQFLDO�V\VWHPV�LQ������RIIHU�D�FRQWH[W� 
IRU�LQWHUSUHWLQJ�&HQWUDO��ŒV�\HDU�RYHU�\HDU�UHVXOWV�DQG�DQ�LQVLJKW�LQWR�LWV�IXWXUH��

The Economic Environment
6LQFH�WKH�ƂQDQFLDO�FULVLV�KLW�LQ�������WKH�JOREDO�HFRQRP\�KDV�VWUXJJOHG�WR�
PDLQWDLQ�SRVLWLYH�PRPHQWXP�DV�JURZWK�UHWUHQFKHG�DPLG�D�(XURSHDQ�UHFHVVLRQ�� 
D�VORZ�DQG�XQHYHQ�UHFRYHU\�LQ�WKH�8�6���DQG�D�GHFHOHUDWLRQ�LQ�&KLQD��$FFRUGLQJ� 
WR�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��HVWLPDWHV��JOREDO�JURZWK�VORZHG�IURP� 
����SHU�FHQW�LQ������WR�����SHU�FHQW�LQ�������DOWKRXJK�WKLV�PD\�SURYH�JHQHURXV�
JLYHQ�VXUSULVLQJO\�ZHDN�IRXUWK�TXDUWHU�8�6��JURZWK��

(XURSH�UHPDLQHG�D�NH\�IRFDO�SRLQW�LQ�������+LJK�SXEOLF�GHEW��YXOQHUDEOH�EDQNV��
UHFHVVLRQDU\�FRQGLWLRQV�DQG�GRXEWV�DERXW�WKH�IXWXUH�RI�WKH�PRQHWDU\�XQLRQ�
IXHOOHG�LQYHVWRU�SHVVLPLVP�DQG�OHG�WR�DQ�XSKHDYDO�LQ�ƂQDQFLDO�PDUNHWV�DQG�
LQWHQVLƂFDWLRQ�RI�VRYHUHLJQ�GHEW�UHODWHG�VWUHVV�LQ�WKH�ƂUVW�KDOI�RI�WKH�\HDU��

3HUVLVWHQFH�RI�HOHYDWHG�ERUURZLQJ�FRVWV�DQG�XQFHUWDLQW\�OHG�WR�DJJUHVVLYH�
DFWLRQ�E\�DXWKRULWLHV��LQFOXGLQJ�WKH�DQQRXQFHPHQW�RI�WKH�2XWULJKW�0RQHWDU\�
7UDQVDFWLRQ�IUDPHZRUN�ZKLFK�ZRXOG�DOORZ�WKH�(XURSHDQ�&HQWUDO�%DQN��(&%��WR�
SXUFKDVH�VRYHUHLJQ�ERQGV�LQ�VHFRQGDU\�PDUNHWV��)XUWKHU�PRYHV�WR�VXSSRUW�WKH�
HFRQRP\�DQG�EDQNLQJ�VHFWRU�VRRWKHG�PDUNHW�FRQFHUQV�DQG�ORZHUHG�ERQG�\LHOGV��
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:KLOH�(XURSHDQ�GHPDQG�ZHLJKHG�RQ�&KLQD�H[SRUWV��WKH�FRXQWU\ŒV�VORZGRZQ�
HDVHG�LQ�WKH�ƂUVW�TXDUWHU�DV�FUHGLW�H[SDQVLRQ�SROLFLHV�LQWURGXFHG�LQ�PLG������
and increased infrastructure spending reignited investment activity.

,Q�WKH�8�6���HFRQRPLF�JURZWK�DFFHOHUDWHG�IURP������EXW�UHPDLQHG�WHSLG�DQG�
XQHYHQ��)LVFDO�EHOW�WLJKWHQLQJ��RQJRLQJ�ODERXU�PDUNHW�ZHDNQHVV�DQG�KHLJKWHQHG�
OHYHOV�RI�SROLWLFDO�UKHWRULF�KHOG�JURZWK�WR�����SHU�FHQW��

2Q�D�SRVLWLYH�QRWH��FRQVXPHU�H[SHQGLWXUHV�LPSURYHG�PRGHVWO\�RQ�KLJKHU�
FRQVXPHU�FRQƂGHQFH��VWDEOH�KRPH�SULFHV�DQG�PRGHVW�HPSOR\PHQW�JDLQV��
1HZ�KRPH�FRQVWUXFWLRQ�FRQWLQXHG�WR�UHERXQG�IURP�KLVWRULF�ORZV��&RQGLWLRQV�
UHPDLQHG�VXIƂFLHQWO\�ZHDN�WR�ZDUUDQW�DQ�H[WUHPHO\�DFFRPPRGDWLYH�PRQHWDU\�
SROLF\��FXOPLQDWLQJ�LQ�DQRWKHU�URXQG�RI�TXDQWLWDWLYH�HDVLQJ�DQG�D�FRQGLWLRQDO�
FRPPLWPHQW�E\�WKH�)HGHUDO�2SHQ�0DUNHW�&RPPLWWHH�WR�PDLQWDLQ�D�UHFRUG�ORZ�
UDWHV�ŔDW�OHDVW�DV�ORQJ�DV�WKH�XQHPSOR\PHQW�UDWH�UHPDLQV�DERYH�����SHU�FHQW�ŕ� 
$W�WKH�HQG�RI�������XQHPSOR\PHQW�VWRRG�DW�����SHU�FHQW��

6RIW�H[WHUQDO�FRQGLWLRQV�DQG�WLJKWHU�GRPHVWLF�SROLFLHV�GDPSHQHG�&DQDGDŒV�
HFRQRPLF�JURZWK�LQ�WKH�ODWWHU�KDOI�RI�������)HGHUDO�JRYHUQPHQW�HIIRUWV�WR�FRRO�
KRXVHKROG�GHEW�DQG�KRXVLQJ�SULFHV�WKURXJK�PRUH�VWULQJHQW�PRUWJDJH�LQVXUDQFH�
UHJXODWLRQV�OHG�WR�ORZHU�UHVLGHQWLDO�LQYHVWPHQW�ZKLFK�RIIVHW�JDLQV�LQ�KRXVHKROG�
FRQVXPSWLRQ�DQG�KLJKHU�LQYHQWRU\�DGMXVWPHQWV��$QQXDO�JURZWK�LQ������OLNHO\�
KRYHUHG�QHDU�����SHU�FHQW�DV�UHODWLYHO\�ZHDN�FRQGLWLRQV�H[WHQGHG�LQWR�WKH�
fourth quarter. 

Financial Markets 
)L[HG�LQFRPH�PDUNHWV�FRQWLQXHG�WR�EHQHƂW�IURP�H[FHSWLRQDOO\�DFFRPPRGDWLYH�
PRQHWDU\�SROLF\�GXULQJ������ZLWK�WKH�(&%�DQG�WKH�)HG�GRPLQDWLQJ�KHDGOLQHV�
DQG�VXSSRUWLQJ�LQYHVWRU�DQG�LVVXHU�FRQƂGHQFH��7KH�)HG�H[WHQGHG�LWV�2SHUDWLRQ�
7ZLVW�HFRQRPLF�VWLPXOXV�SURJUDP��(&%�3UHVLGHQW�0DULR�'UDJKL�UHDFWHG�WR�ULVLQJ�
6SDQLVK�DQG�,WDOLDQ�VRYHUHLJQ�\LHOGV�E\�FRPPLWWLQJ�WR�D�SRWHQWLDOO\�XQOLPLWHG�
EXW�FRQGLWLRQDO�VRYHUHLJQ�ERQG�EX\LQJ�SURJUDP��7KHVH�DFWLRQV�GURYH�YRODWLOLW\�
ORZHU��FUHGLW�VSUHDGV�WLJKWHU�DQG�HTXLWLHV�KLJKHU��SUHGRPLQDQWO\�RYHU�WKH�
VHFRQG�KDOI�RI�WKH�\HDU�

*RYHUQPHQW�RI�&DQDGD�\LHOGV�UHPDLQHG�ORZ�DV�WKH�\LHOG�FXUYH�ƃDWWHQHG�ZLWK�
VKRUW�UDWHV�ULVLQJ�PRGHUDWHO\�DQG�ORQJHU�WHUP�UDWHV�GHFOLQLQJ�DV�D�UHVXOW�RI�WKH�
)HGŒV�TXDQWLWDWLYH�HDVLQJ�SURJUDPV��,VVXHUV�KDYH�WDNHQ�DGYDQWDJH�RI�QDUURZ�
FUHGLW�VSUHDGV�DQG�ORZ�JRYHUQPHQW�UDWHV�WR�UHƂQDQFH�PDWXULWLHV��SUH�IXQG�IXWXUH�
QHHGV�DQG�ƂQDQFH�VWRFN�EX\EDFNV��7KLV�HDV\�DFFHVV�WR�FUHGLW�DORQJ�ZLWK�KLJK�
FDVK�EDODQFHV�DQG�VWURQJ�PDUJLQV�NHSW�FRUSRUDWH�GHIDXOWV�H[FHSWLRQDOO\�ORZ�

2YHU�WKH�VHFRQG�KDOI�RI�WKH�\HDU��8�6��*'3�DQG�&3,�JURZWK�IDU�RXWSDFHG�
&DQDGLDQ�JURZWK�DV�WKH�8�6��KRXVLQJ�PDUNHW�SRVWHG�D�VWURQJ�UHFRYHU\��ZKLOH�
&DQDGD�VDZ�D�VORZGRZQ�LQ�FRPPRGLW\�SULFHV�DQG�KRXVLQJ�UHODWHG�DFWLYLW\��7KH�
%DQN�RI�&DQDGD�LV�H[SHFWHG�WR�UHPDLQ�RQ�KROG�XQWLO�HDUO\������DV�GRPHVWLF�
JURZWK�VORZV��7KH�&DQDGLDQ�GROODU�VWUHQJWKHQHG�QHDUO\�WKUHH�FHQWV�YHUVXV�WKH�
8�6��GROODU�DV�ULVN�WROHUDQFH�LPSURYHG�DQG�IRUHLJQ�LQYHVWRUV�FRQWLQXHG�WR�IDYRXU�
&DQDGLDQ�GROODU�VHFXULWLHV��7KH�76;�LQGH[�UHSHDWHG�LWV�UHODWLYH�XQGHUSHUIRUPDQFH��
JDLQLQJ���SHU�FHQW��ZKLOH�WKH�6	3�����URVH�RYHU����SHU�FHQW�

British Columbia
%�&��HFRQRPLF�JURZWK�GHFHOHUDWHG�WR�DERXW�����SHU�FHQW�LQ������IURP� 
����SHU�FHQW�LQ�������DV�VRIW�JOREDO�HFRQRPLF�FRQGLWLRQV�GDPSHQHG�%�&�ŒV�
H[SRUW�SHUIRUPDQFH�DQG�WKH�GRPHVWLF�HFRQRP\�JUDSSOHG�ZLWK�VOXJJLVK�ODERXU�
PDUNHW�FRQGLWLRQV��GHFOLQLQJ�KRPH�VDOHV�DQG�GHFHOHUDWHG�EXVLQHVV�VSHQGLQJ�

([SRUWV�RI�%�&��JRRGV�WR�LQWHUQDWLRQDO�PDUNHWV�HGJHG�ORZHU�IROORZLQJ�WZR�
FRQVHFXWLYH�\HDUV�RI�GRXEOH�GLJLW�SHU�FHQW�JDLQV��'HFOLQHV�LQ�PHWDO�SULFHV� 
DQG�ORZ�1RUWK�$PHULFDQ�QDWXUDO�JDV�SULFHV�PRUH�WKDQ�RIIVHW�KLJKHU�IRUHVWU\� 
DQG�PDQXIDFWXULQJ�H[SRUWV��

:KLOH�H[SRUWV�WR�PRVW�PDMRU�WUDGLQJ�SDUWQHUV�IHOO��YROXPH�WR�ERWK�WKH�8�6��
DQG�&KLQD�LQFUHDVHG��7KH�JUDGXDO�EXW�XQHYHQ�HFRQRPLF�UHFRYHU\�LQ�WKH�8�6��
FRQWULEXWHG�WR�PRGHVW�JDLQV�EXW�ZDV�ZHLJKHG�GRZQ�E\�ORZHU�QDWXUDO�JDV� 
VDOHV��)RUHVWU\�VHFWRU�H[SRUWV�ZHUH�D�EULJKW�VSRW��KLJKOLJKWLQJ�ULVLQJ�8�6�� 
QHZ�KRPH�FRQVWUXFWLRQ�

$QQXDO�HPSOR\PHQW�JURZWK�UHDFKHG�����SHU�FHQW�LQ�������UHƃHFWLQJ�D�ƂUVW�
TXDUWHU�XSWLFN�LQ�KLULQJ�DQG�D�VXESDU�SHUIRUPDQFH�LQ�������+LULQJ�PRPHQWXP�
HDVHG�HDUO\�LQ�WKH�VHFRQG�TXDUWHU��OHDGLQJ�WR�QHJOLJLEOH�JURZWK�WKURXJK�WKH�
remainder of the year.
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6RIW�ODERXU�PDUNHW�FRQGLWLRQV�FRQWULEXWHG�WR�ORZ�SRSXODWLRQ�JURZWK�RI�DERXW� 
��SHU�FHQW�DV�SOHQWLIXO�RSSRUWXQLWLHV�DQG�ZDJH�JDLQV�LQ�QHLJKERXULQJ�$OEHUWD�
DQG�6DVNDWFKHZDQ�SURYHG�DQ�DWWUDFWLYH�GUDZ�IRU�%�&��UHVLGHQWV�

6OXJJLVK�MRE�JURZWK�DQG�ORZ�SRSXODWLRQ�JDLQV�KDPSHUHG�UHWDLO�VDOHV�DQG�KRXVLQJ�
DFWLYLW\��3URYLQFLDO�UHVLGHQWLDO�0/6®�VDOHV�GHFOLQHG����SHU�FHQW�WR��������XQLWV��
PDUNLQJ�WKH�ORZHVW�DQQXDO�WDOO\�VLQFH�������7LJKWHU�PRUWJDJH�LQVXUDQFH�UXOHV� 
DFFHOHUDWHG�WKH�GRZQWUHQG��0RGHVW�SULFH�GHƃDWLRQ�DQG�D�VKLIW�LQ�WKH�JHRJUDSKLFDO�
DQG�SURGXFW�FRPSRVLWLRQ�RI�VDOHV�IDFWRUHG�LQWR�DQ�DYHUDJH�0/6®�SULFH�GHFOLQH�
RI���SHU�FHQW�WR�����������

'HVSLWH�GHFOLQLQJ�0/6®�VDOHV��KRXVLQJ�VWDUWV�HGJHG�XS�WR�D�SRVW�UHFHVVLRQ�KLJK�
OHG�E\�0HWUR�9DQFRXYHU�DQG�KLJKHU�JURZWK�QRUWKHUQ�PDUNHWV��6WDUWV�GHFOLQHG� 
LQ�WKH�ODWWHU�KDOI�RI������DV�EXLOGHUV�DGDSWHG�WR�ZHDNHU�PDUNHW�FRQGLWLRQV�

*URZWK�LQ�EXVLQHVVHV�LQYHVWPHQW�HDVHG�IURP������EXW�VWLOO�RXWSDFHG�
JDLQV�LQ�KRXVHKROG�DQG�JRYHUQPHQW�VSHQGLQJ��6SHQGLQJ�RQ�PDFKLQHU\�DQG�
HTXLSPHQW�FRQWLQXHG�WR�ULVH�DW�D�UHODWLYHO\�KLJK�UDWH��VXJJHVWLQJ�%�&��EXVLQHVVHV�
WRRN�DGYDQWDJH�RI�ORZ�ƂQDQFLQJ�FRVWV�DQG�KLJK�&DQDGLDQ�GROODU�WR�LQFUHDVH�
SURGXFWLYLW\��0RGHUDWH�HFRQRPLF�JURZWK�RI�����SHU�FHQW�LV�IRUHFDVW�IRU�������
'RPHVWLF�GHPDQG��JHQHUDWHG�E\�LQFUHDVHG�SHUVRQDO�FRQVXPSWLRQ�DQG�EXVLQHVV�
LQYHVWPHQW��ZLOO�XQGHUSLQ�JURZWK��6OLJKWO\�ORZHU�QHZ�KRPH�DFWLYLW\�DQG�ORZHU�
JRYHUQPHQW�H[SHQGLWXUHV�ZLOO�DFW�DV�D�GUDJ�RQ�HFRQRPLF�DFWLYLW\��

Ontario
2QWDULRŒV�HFRQRP\�H[SDQGHG�DW�D�ODFNOXVWUH�SDFH�RI�DERXW�����SHU�FHQW�LQ�������
GRZQ�VOLJKWO\�IURP�������DV�D�VKDUS�VHFRQG�KDOI�VORZGRZQ�QHJDWHG�VWURQJHU�
JDLQV�HDUOLHU�LQ�WKH�\HDU�

([SRUWV�RI�2QWDULR�JRRGV�WR�LQWHUQDWLRQDO�PDUNHWV�LQFUHDVHG�IRU�D�WKLUG�
FRQVHFXWLYH�\HDU�DW�D�UDWH�RI�PRUH�WKDQ�����SHU�FHQW��EXW�D�\HDU�ORQJ�XSWUHQG�
FDPH�WR�D�KDOW�E\�WKH�WKLUG�TXDUWHU��&KDOOHQJLQJ�JOREDO�HFRQRPLF�FRQGLWLRQV�
ZHLJKHG�RQ�GHPDQG��SDUWLFXODUO\�IRU�PDQXIDFWXUHG�LQGXVWULDO�SURGXFWV�DQG�
PDFKLQHU\�DQG�HTXLSPHQW��'HVSLWH�GDPSHQHG�DFWLYLW\��H[SRUWV�RI�PDQXIDFWXUHG�
HTXLSPHQW�DQG�PDFKLQHU\��LQFOXGLQJ�PRWRU�YHKLFOHV�DQG�HOHFWURQLFV��UHPDLQHG�
VXEVWDQWLDOO\�KLJKHU�UHODWLYH�WR������DV�8�6��DXWR�VDOHV�FRQWLQXHG�WR�UHFRYHU�� 
,Q�FRQWUDVW��PLQLQJ�UHODWHG�H[SRUWV�IHOO�VKDUSO\�RQ�ORZHU�JOREDO�FRPPRGLW\� 
prices and demand.

&RQVLVWHQW�ZLWK�WKH�WHPSHUHG�SDFH�RI�HFRQRPLF�JURZWK��2QWDULR�UHFRUGHG� 
RQO\�PDUJLQDO�HPSOR\PHQW�JDLQV�LQ������DV�DYHUDJH�HPSOR\PHQW�URVH�E\� 
����SHU�FHQW��(PSOR\PHQW�JDLQV�ZHUH�PDWFKHG�E\�DQ�LQFUHDVH�LQ�WKH�ODERXU� 
IRUFH��PDLQWDLQLQJ�DQ�XQHPSOR\PHQW�UDWH�RI�����SHU�FHQW��

6OXJJLVK�SRSXODWLRQ�DQG�HPSOR\PHQW�JDLQV��DV�ZHOO�DV�HOHYDWHG�GHEW�OHYHOV�
OLPLWHG�JURZWK�LQ�FRQVXPHU�VSHQGLQJ�DQG�KRXVLQJ��5HWDLO�VDOHV�JURZWK�RI�DERXW�
����SHU�FHQW��PDUNHG�RQH�RI�WKH�VORZHVW�JDLQV�LQ�WKH�SDVW����\HDUV��ZKLOH�KRPH�
VDOHV�ZHUH�FXUWDLOHG�IROORZLQJ�D�EULVN�VWDUW�WR�WKH�\HDU�

0/6®�VDOHV�SDFH�GHFOLQHG�E\�QHDUO\������SHU�FHQW�WR�DQ�DQQXDOL]HG�SDFH�RI�DERXW�
��������EXW�DQQXDO�VDOHV�VWLOO�UHDFKHG�D�WRWDO�RI���������XQLWV��0RGHUDWLQJ�
VDOHV�OHG�WR�D�VOLJKW�HDVLQJ�LQ�SULFHV�LQ�WKH�ODWWHU�KDOI�RI�������EXW�WKH�DYHUDJH�
SURYLQFLDO�SULFH�UHPDLQHG�����SHU�FHQW�DERYH������DW����������

'HVSLWH�ORZ�ƂQDQFLQJ�FRVWV�DQG�D�KLJK�&DQDGLDQ�GROODU��EXVLQHVV�LQYHVWPHQW�
JURZWK�LQ�2QWDULR�VORZHG�DV�WKH�EURDG�VORZGRZQ�LQ�WKH�HFRQRP\��XQFHUWDLQWLHV�
UHODWHG�WR�WKH�SURVSHFWLYH�8�6��ƂVFDO�FOLII�DQG�JRYHUQPHQW�FXWEDFNV�ZHLJKHG� 
RQ�EXVLQHVV�FRQƂGHQFH��

2QWDULR�LV�IRUHFDVW�WR�UHFRUG�EHORZ�DYHUDJH�JURZWK�LQ������RI�����SHU�FHQW��
*URZWK�ZLOO�EH�OHG�E\�PRGHVW�H[SRUW�JDLQV�DQG�LQFUHDVHG�EXVLQHVV�LQYHVWPHQW��
UHƃHFWLQJ�IXUWKHU�LPSURYHPHQWV�LQ�WKH�8�6��HFRQRP\��&RQVXPHUV�DQG�SXEOLF�
VHFWRU�DFWLYLW\�ZLOO�EH�ZHDNHU�OLQNV�IRU�WKH�HFRQRP\�

British Columbia Credit Union System Performance 2012
7KH�%�&��FUHGLW�XQLRQ�V\VWHP�FRQWLQXHG�WR�JURZ�LWV�DVVHWV�DQG�EH�SURƂWDEOH�LQ�
������DOWKRXJK�QDUURZHU�ƂQDQFLDO�PDUJLQ�DQG�KLJKHU�QRQ�ƂQDQFLDO�H[SHQVH�KDG�
D�QHJDWLYH�LPSDFW�RQ�HDUQLQJV��%�&��V\VWHP�12,�WRWDOHG��������PLOOLRQ��GRZQ�
������PLOOLRQ�RU������SHU�FHQW�IURP�WKH�SUHYLRXV�\HDUŒV�UHFRUG�KLJK��%�&��V\VWHP�
SHUIRUPDQFH�LQ������ZDV�DGYHUVHO\�LPSDFWHG�E\�QRQ�UHFXUULQJ�H[SHQVHV�DW�RQH�
PHPEHU�FUHGLW�XQLRQ��5HWXUQ�RQ�HTXLW\��52(��ZDV�����SHU�FHQW��GRZQ�����EDVLV�
SRLQWV��ESV��IURP�������6\VWHP�1HW�LQFRPH�ZDV��������PLOOLRQ��D�GHFOLQH�RI������
SHU�FHQW��\HDU�RYHU�\HDU�
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1HW�LQWHUHVW�LQFRPH�GHFUHDVHG�E\�����SHU�FHQW�LQ������DV�ORDQ�JURZWK�RI� 
����SHU�FHQW�ZDV�RIIVHW�E\�DQ����ESV�GHFUHDVH�LQ�WKH�OHQGLQJ�VSUHDG�WR����� 
SHU�FHQW��/DERXU�H[SHQVHV�LQFUHDVHG�RQ�KLJKHU�DYHUDJH�VDODULHV�DQG�LQFUHDVHG�
VWDII�QXPEHUV�

$VVHWV�RI�WKH�%�&��V\VWHP�WRWDOHG�������ELOOLRQ�DW�WKH�HQG�RI�������XS������
ELOOLRQ�RU�����SHU�FHQW�IURP�D�\HDU�HDUOLHU��$VVHW�JURZWK�ZDV�FRQFHQWUDWHG�
LQ�SHUVRQDO�PRUWJDJHV��XS�����SHU�FHQW�WR�������ELOOLRQ��DQG�FRPPHUFLDO�
PRUWJDJHV��XS������SHUFHQW�WR�������ELOOLRQ�

$VVHW�JURZWK�ZDV�ƂQDQFHG�ODUJHO\�E\�QRQ�UHJLVWHUHG�WHUP�GHSRVLWV��XS� 
�����SHUFHQW�WR�������ELOOLRQ��QRQ�UHJLVWHUHG�GHPDQG�GHSRVLWV��XS�����SHU� 
FHQW�WR�������ELOOLRQ��DQG�UHJLVWHUHG�WHUP�GHSRVLWV��XS�����SHU�FHQW�WR������
ELOOLRQ��%RUURZLQJV�GHFOLQHG������SHU�FHQW�WR������ELOOLRQ��ZKLOH�HTXLW\�FDSLWDO�
URVH�����SHU�FHQW��ODUJHO\�RQ�UHWDLQHG�HDUQLQJV��

7KH����GD\�GHOLQTXHQF\�UDWH�DW�\HDU�HQG�VWRRG�DW������SHU�FHQW�RI�WKH�ORDQ�
SRUWIROLR��GRZQ����ESV�IURP�D�\HDU�HDUOLHU��1HW�ORDQ�ORVV�H[SHQVH�IRU�WKH�\HDU�
ZDV������SHU�FHQW�RI�WKH�ORDQ�SRUWIROLR��GRZQ�IURP������SHU�FHQW�D�\HDU�HDUOLHU��
5HVHUYHV�KHOG�DJDLQVW�ORDQ�ORVVHV�WRWDOHG������SHU�FHQW�RI�WKH�SRUWIROLR�DW�\HDU�
HQG��GRZQ�IRXU�ESV�

7KH�V\VWHPŒV�UHJXODWRU\�OLTXLGLW\�DQG�FDSLWDO�UDWLRV��UHPDLQHG�VWURQJ�DQG�ZHOO�
DERYH�UHJXODWRU\�PLQLPXPV�LQ�������7KH�SRROHG�OLTXLGLW\�UDWLR�VWRRG�DW������
SHU�FHQW�DW�\HDU�HQG��7KH�ULVN�ZHLJKWHG�FDSLWDO�DGHTXDF\�UDWLR�ƂQLVKHG�WKH� 
year at 13.9 per cent.

%�&��FUHGLW�XQLRQ�PHPEHUVKLS�VWRRG�DW�����������DW�WKH�HQG�RI�������D� 
\HDU�RYHU�\HDU�JDLQ�RI�����SHU�FHQW�RU��������PHPEHUV��%�&��KDG����ORFDO� 
FUHGLW�XQLRQV�DW�\HDU�HQG��WKHUH�ZDV�RQH�PHUJHU�LQ�������7KH�QXPEHU�RI�
EUDQFKHV�LQ�%�&��ZDV�OLWWOH�FKDQJHG�DW�����YHUVXV�����LQ������

Ontario Credit Union System Performance 2012
$VVHW�JURZWK�IRU�WKH�2QWDULR�V\VWHP�ZDV�VWURQJ��ZLWK�DVVHWV�RI�&HQWUDOŒV�2QWDULR�
PHPEHUV�WRWDOLQJ�������ELOOLRQ�DW�\HDU�HQG��XS������SHU�FHQW�\HDU�RYHU�\HDU��7KH�
DGGLWLRQ�RI�'8&$�)LQDQFLDO�6HUYLFHV�&UHGLW�8QLRQ�/WG���'8&$��DQG�6W�6WDQLVODXV�
6W�&DVLPLUŒV�3ROLVK�3DULVKHV�&UHGLW�8QLRQ�/LPLWHG��6W�6WDQ��DV�&HQWUDO���PHPEHUV�

ERRVWHG�V\VWHP�DVVHWV��DGGLQJ�DSSUR[LPDWHO\������ELOOLRQ�WR�DJJUHJDWH�DVVHWV�

$VVHW�JURZWK�ZDV�ODUJHO\�LQ�UHVLGHQWLDO�PRUWJDJHV�DQG�FRPPHUFLDO�ORDQV� 
and mortgages.

$JJUHJDWH�RSHUDWLQJ�SURƂWV�DQG�UHWXUQ�RQ�HTXLW\�RI�2QWDULR�FUHGLW�XQLRQV�
LQFUHDVHG�LQ�������6\VWHP�12,�WRWDOHG��������PLOOLRQ��XS������SHU�FHQW�IURP�
������ZKLOH�52(�IRU������ZDV�����SHU�FHQW��XS�����ESV�IURP�D�\HDU�HDUOLHU��+LJKHU�
HDUQLQJV�UHVXOWHG�IURP�KLJKHU�LQFRPH�IURP�PDUJLQ�DQG�DJHQF\�IHH�VRXUFHV�ZKLFK�
RXWZHLJKHG�KLJKHU�H[SHQVHV�RQ�ODERXU�DQG�ORDQ�FRVWV��7KH�DGGLWLRQ�RI�'8&$� 
DQG�6W�6WDQ�DGGHG�DSSUR[LPDWHO\������PLOOLRQ�WR�DJJUHJDWH�12,��

)LQDQFLDO�PDUJLQ�LQFUHDVHG������SHU�FHQW�LQ������DV�ORDQ�JURZWK�RI������SHU�
FHQW�RXWZHLJKHG�D����ESV�GHFOLQH�LQ�WKH�OHQGLQJ�VSUHDG�

6\VWHP�GHSRVLWV�WRWDOHG�������ELOOLRQ�DW�WKH�HQG�RI�������XS������SHU�FHQW�IURP�
������'HSRVLW�JURZWK�ZDV�PRVWO\�LQ�QRQ�UHJLVWHUHG�WHUP�GHSRVLWV��ERUURZLQJV��
UHJLVWHUHG�GHSRVLWV�DQG�QRQ�UHJLVWHUHG�GHPDQG�GHSRVLWV��

0HPEHUVŒ�HTXLW\�FDSLWDO�WRWDOHG������ELOOLRQ�DW�\HDU�HQG��XS������SHU�FHQW� 
\HDU�RYHU�\HDU��ODUJHO\�GXH�WR�JURZWK�LQ�UHWDLQHG�HDUQLQJV�

7KH�V\VWHPŒV�RYHUDOO����GD\�GHOLQTXHQF\�UDWH�ZDV�XS�ƂYH�ESV�WR������SHU�FHQW� 
DW�\HDU�HQG��ZKLOH�WRWDO�ORDQ�ORVV�UHVHUYHV�HQGHG�WKH�\HDU�DW������SHU�FHQW� 
RI�WKH�SRUWIROLR��GRZQ�RQH�EDVLV�SRLQW�\HDU�RYHU�\HDU�

7KH�V\VWHPŒV�OLTXLGLW\�DQG�FDSLWDO�UDWLRV�UHPDLQHG�ZHOO�DERYH�UHJXODWRU\�
PLQLPXPV�LQ�������7KH�UHJXODWRU\�OLTXLGLW\�UDWLR�HQGHG�WKH�\HDU�DW������ 
SHU�FHQW��GRZQ����ESV�IURP�D�\HDU�HDUOLHU��&ODVV���FUHGLW�XQLRQV��ZKLFK�
UHSUHVHQW����SHU�FHQW�RI�WKH�V\VWHPŒV�DVVHWV��ƂQLVKHG�WKH�\HDU�ZLWK�D�ULVN�
ZHLJKWHG�FDSLWDO�DGHTXDF\�UDWLR�RI������SHU�FHQW��XS����ESV�\HDU�RYHU�\HDU�

2QWDULR�V\VWHP�PHPEHUVKLS�LQFUHDVHG�����SHUFHQW�LQ������WR������������ 
7KHUH�ZHUH�����FUHGLW�XQLRQV�LQ�2QWDULR�DIƂOLDWHG�ZLWK�&HQWUDO���DW�\HDU�HQG��
HLJKW�IHZHU�WKDQ�D�\HDU�HDUOLHU��GXH�WR�PHUJHUV�DQG�GLVVROXWLRQV��7KH�QXPEHU� 
RI�EUDQFKHV�LQFUHDVHG�WR�����LQ������IURP�����LQ������
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Chart 2�EHORZ�VKRZV�WKH�ORDQ�FRPSRVLWLRQ�RI�ERWK�WKH�%�&�DQG�2QWDULR�V\VWHPV�IRU�WKH�ODVW�WKUHH�\HDUV�

Chart 2 - Provincial Credit Union Systems - Loan Composition (Unaudited)

B.C. Credit Union System 

(Millions of dollars) 2012 % 2011 % 2010 %

5HVLGHQWLDO�0RUWJDJHV $ 33,145 67.9 % $ ������ ���� % $ 28,737 ���� %

&RPPHUFLDO�0RUWJDJHV 11,711 23.9 % 10,298 22.7 % ����� ���� %

3HUVRQDO�/RDQV 1,175 2.4 % 1,191 ��� % 1,149 2.8 %

/LQHV�RI�&UHGLW�QRW�VHFXUHG�E\�PRUWJDJHV 1,231 2.5 % 1,221 2.7 % ����� ��� %

2WKHU�&RPPHUFLDO�/RDQV 804 1.6 % ��� ��� % 807 1.9 %

Leases 249 0.5 % 220 ��� % ŏ 0.0 %

6HFXULWL]DWLRQV 592 1.2 % 719 1.7 % ŏ 0.0 %

7RWDO $ 48,907 100.0 % $ ������ 100.0 % $ ������ 100.0 %

Ontario Credit Union System 

(Millions of dollars) 2012 % 2011 % 2010 %

5HVLGHQWLDO�0RUWJDJHV $ 13,699 53.0 % $ ������ ���� % $ ������ ���� %

&RPPHUFLDO�0RUWJDJHV 7,283 28.2 % ����� 27.9 % ����� 29.7 %

3HUVRQDO�/RDQV 2,072 8.0 % ����� 8.2 % ����� 10.7 %

/LQHV�RI�&UHGLW�QRW�VHFXUHG�E\�PRUWJDJHV – 0.0 % ŏ 0.0 % ŏ 0.0 %

2WKHU�&RPPHUFLDO�/RDQV 1,163 4.5 % ����� 4.7 % ��� ��� %

Leases – 0.0 % ŏ 0.0 % ŏ 0.0 %

6HFXULWL]DWLRQV 1,621 6.3 % 1,218 ��� % ŏ 0.0 %

$ 25,838 100.0 % $ 22,724 100.0 % $ 19,238 100.0 %

B.C. and Ontario Credit Union Systems Combined

(Millions of dollars) 2012 % 2011 % 2010 %

5HVLGHQWLDO�0RUWJDJHV $ 46,844 62.7 % $ ������ ���� % $ ������ ���� %

&RPPHUFLDO�0RUWJDJHV 18,994 25.4 % ������ 24.4 % ������ 24.9 %

3HUVRQDO�/RDQV 3,247 4.3 % ����� ��� % 3,210 ��� %

/LQHV�RI�&UHGLW�QRW�VHFXUHG�E\�PRUWJDJHV 1,231 1.6 % 1,221 1.8 % ����� 2.4 %

2WKHU�&RPPHUFLDO�/RDQV 1,967 2.6 % ����� ��� % 1,802 2.9 %

Leases 249 0.3 % 220 0.3 % ŏ 0.0 %

6HFXULWL]DWLRQV 2,213 3.1 % 1,937 2.9 % ŏ 0.0 %

$ 74,745 100.0 % $ ������ 100.0 % $ ������ 100.0 %
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Financial Overview
)RU�&HQWUDO���������VDZ�LPSURYHG�ƂQDQFLDO�SHUIRUPDQFH�DJDLQVW�D�EDFNGURS�
RI�PXWHG�HFRQRPLF�JURZWK�DQG�VWLOO�YRODWLOH�ƂQDQFLDO�PDUNHWV��'XULQJ�WKH�
\HDU��&HQWUDO���UHFRUGHG�UHDOL]HG�JDLQV�RI�������PLOOLRQ�RQ�WKH�VDOH�RI�ƂQDQFLDO�
LQVWUXPHQWV��1HW�XQUHDOL]HG�ORVVHV�RQ�WUDGLQJ�ƂQDQFLDO�LQVWUXPHQWV�ZHUH�������
PLOOLRQ�DQG��WDNHQ�WRJHWKHU��&HQWUDO���UHFRUGHG�DQ�RYHUDOO�JDLQ�RI�������PLOOLRQ� 
RQ�LWV�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�

&HQWUDO��ŒV�WRWDO�DVVHWV�DW�\HDU�HQG�DPRXQWHG�WR�������ELOOLRQ��D�GHFUHDVH�RI�
�����ELOOLRQ�RU�����SHU�FHQW�IURP�������7KLV�UHƃHFWV�WKH�PDWXULQJ�RI�REOLJDWLRQV�
DULVLQJ�IURP�VHFXULWL]DWLRQ�DFWLYLWLHV�XQGHU�WKH�&DQDGD�0RUWJDJH�%RQG��&0%��
SURJUDP��ZKLFK�ZDV�SDUWLDOO\�RIIVHW�E\�DQ�LQFUHDVH�LQ�GHEW�VHFXULWLHV�LVVXHG�

3URƂW�IRU�WKH�\HDU�LQFUHDVHG�E\�������PLOOLRQ�RU�������SHU�FHQW�IURP������WR�
������PLOOLRQ��RQ�DYHUDJH�DVVHWV�RI�������ELOOLRQ��5HWXUQV�RQ�DYHUDJH�DVVHWV�
DQG�DYHUDJH�HTXLW\�LQFUHDVHG�IURP�WKH�SULRU�\HDU�WR����EDVLV�SRLQWV�DQG������
SHUFHQW��UHVSHFWLYHO\��(DUQLQJV�SHU�VKDUH�ZHUH������FHQWV�FRPSDUHG�WR�����
cents in 2011 (Chart 4, page 20���

,QWHUHVW�PDUJLQ�DW�������PLOOLRQ�ZDV������SHU�FHQW�ORZHU�WKDQ�WKH�������PLOOLRQ�
LQ�������$V�D�SHUFHQWDJH�RI�DYHUDJH�DVVHWV��,QWHUHVW�PDUJLQ�GHFOLQHG�IURP������
EDVLV�SRLQWV�LQ������WR������EDVLV�SRLQWV��7KLV�UHƃHFWV�D�ULVN�UHGXFWLRQ�VWUDWHJ\�
LPSOHPHQWHG�E\�&HQWUDO���ZKLFK�UHVXOWHG�LQ�\LHOGV�RQ�DVVHWV�IDOOLQJ�ZKLOH�WKH�
FRVW�RI�IXQGV�GLG�QRW�GHFUHDVH�E\�D�FRUUHVSRQGLQJ�DPRXQW��7KLV�KDG�D�QHJDWLYH�
impact on Interest margin.

*DLQV�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV�H[FHHGHG�WKH�GHFUHDVH�LQ�WKH�IDLU�
YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV��UHVXOWLQJ�LQ�D�QHW�FUHGLW�WR�LQFRPH�RI�������
PLOOLRQ��FRPSDUHG�WR�D�QHW�GHELW�RI�������PLOOLRQ�LQ�WKH�SUHYLRXV�\HDU�

2WKHU�LQFRPH�LQFUHDVHG�E\�����SHU�FHQW�WR��������PLOOLRQ�IURP��������PLOOLRQ�
LQ�������UHƃHFWLQJ�KLJKHU�OHYHOV�RI�LQFRPH�DFURVV�DOO�EXVLQHVV�OLQHV��2SHUDWLQJ�
H[SHQVHV�GHFUHDVHG�����SHU�FHQW�WR��������PLOOLRQ��FRPSDUHG�ZLWK��������
PLOOLRQ�D�\HDU�HDUOLHU�
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Chart 3�EHORZ�SURYLGHV�D�WZR�\HDU�FRPSDULVRQ�RI�1HW�ƂQDQFLDO�LQFRPH��2WKHU�LQFRPH�DQG�2SHUDWLQJ�H[SHQVH��DOO�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�UHYHQXH�

Chart 3 - Major Components – Revenue & Expense

(Millions of dollars — % of Net Financial and Other Income*) 2012 2011

1HW�)LQDQFLDO�,QFRPH
 $ 91.5 46.1 % $ 43.0 29.7 %

Other Income $ 107.1 53.9 % $ 101.9 70.3 %

1HW�)LQDQFLDO�DQG�2WKHU�,QFRPH
 $ 198.6 100.0 % $ 144.9 100.0 %

2SHUDWLQJ�([SHQVHV $ 115.1 $ 120.3

Productivity Ratio % 57.9 % 83.0 %

3URGXFWLYLW\�5DWLR�����1RQ�)LQDQFLDO 107.5 % 118.0 %

 *Excluding loss provisions

&HQWUDO��ŒV�SURGXFWLYLW\�UDWLR��GHƂQHG�DV�WKH�UDWLR�RI�2SHUDWLQJ�H[SHQVH�WR�WKH�VXP�RI�1HW�ƂQDQFLDO�LQFRPH�DQG�2WKHU�LQFRPH��VKRZHG�D�VLJQLƂFDQW�LPSURYHPHQW�
IURP�������LQ������WR�������LQ������ZLWK�PRVW�RI�WKH�LPSURYHPHQW�DWWULEXWDEOH�WR�KLJKHU�1HW�ƂQDQFLDO�LQFRPH�

7KH�SURGXFWLYLW\�UDWLR��LQ�&HQWUDO��ŒV�FDVH��PXVW�EH�YLHZHG�LQ�SURSHU�FRQWH[W��1HW�)LQDQFLDO�LQFRPH�LQFOXGHV�FKDQJHV�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV�DQG�JDLQV� 
RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV�ZKLFK�DUH�VXEMHFW�WR�PDUNHW�YRODWLOLW\�DQG�FDQ�ƃXFWXDWH�VLJQLƂFDQWO\�IURP�SHULRG�WR�SHULRG��

$GGLWLRQDOO\��EHLQJ�D�ZKROHVDOH�SURYLGHU�RI�VHUYLFHV�WR�LWV�FUHGLW�XQLRQ�VKDUHKROGHUV��&HQWUDO���SULFHV�PDQ\�RI�LWV�VHUYLFHV�RQ�D�FRVW�UHFRYHU\�EDVLV��UDWKHU�WKDQ�DW�OHYHOV�
WKDW�ZRXOG�HQKDQFH�1HW�LQFRPH�DQG�LPSURYH�UHWXUQV�RQ�HTXLW\�RU�DVVHWV��8QGHU�QRUPDO�FLUFXPVWDQFHV��WKLV�ZRXOG�NHHS�&HQWUDO��ŒV�SURGXFWLYLW\�UDWLR�KLJKHU�WKDQ�
ZRXOG�EH�WKH�FDVH�LI�SURƂW�PDUJLQV�ZHUH�EXLOW�LQWR�SURGXFW�SULFHV�

&HQWUDO��ŒV�QRQ�ƂQDQFLDO�SURGXFWLYLW\�UDWLR��GHƂQHG�DV�WKH�UDWLR�RI�2SHUDWLQJ�H[SHQVHV�WR�2WKHU�LQFRPH��VKRZHG�DQ�LPSURYHPHQW�IURP�������SHU�FHQW�LQ������WR�
������SHU�FHQW�LQ������DV�D�UHVXOW�RI�LQFUHDVHG�UHYHQXH�VWUHDPV�DQG�WLJKWHU�FRVW�PDQDJHPHQW�

/RQJ�WHUP�ƂQDQFLDO�OLDELOLWLHV�RI������ELOOLRQ�GHFUHDVHG�IURP������ELOOLRQ�DW�\HDU�HQG�������DV�REOLJDWLRQV�XQGHU�WKH�&0%�SURJUDP�DSSURDFK�PDWXULW\��WKHVH�ZHUH�
SDUWLDOO\�RIIVHW�E\�LQFUHDVHV�LQ�ORQJ�WHUP�GHSRVLWV�E\�FUHGLW�XQLRQV��ZKLFK�LQFUHDVHG�IURP������ELOOLRQ�WR������ELOOLRQ�
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Chart 4�EHORZ�VHWV�RXW�VHOHFWHG�ƂQDQFLDO�LQIRUPDWLRQ�IRU������WRJHWKHU�ZLWK�FRPSDUDEOH�LQIRUPDWLRQ�IRU������

Chart 4 - Selected Financial Information

As at December 31 2012 2011

Earnings �0LOOLRQV�RI�GROODUV�
1HW�)LQDQFLDO�	�2WKHU�,QFRPH�ŏ�DIWHU�SURYLVLRQV $ 200.9 $ 139.7

3URƂW�IRU�WKH�\HDU $ 74.4 $ ����

Earnings Per Share �FHQWV�
Basic 26.5 9.0

'LOXWHG 26.5 9.0

Return On
Average Assets 0.51 % 0.12 %

Average Equity 9.61 % ���� %

Statement of Financial Position Data �0LOOLRQV�RI�GROODUV�
7RWDO�$VVHWV $ 14,155 $ ������
Average Assets $ 14,443 $ ������
/RQJ�7HUP�/LDELOLWLHV $ 4,978 $ �����
:HLJKWHG�$YHUDJH�6KDUHV�2XWVWDQGLQJ $ 280.35 $ ������

Share Information
2XWVWDQGLQJ����SDU�YDOXH�6KDUHV��7KRXVDQGV�RI�GROODUV�
&ODVV�$�ŏ�&UHGLW�8QLRQV $ 290,255 $ 272,018

&ODVV�%�ŏ�&RRSHUDWLYHV $ 5 $ �
&ODVV�&�ŏ�2WKHUV $ 7 $ 7

2XWVWDQGLQJ�������SDU�YDOXH�6KDUHV�ZLWK�UHGHPSWLRQ�YDOXH�RI�������7KRXVDQGV�RI�GROODUV�
&ODVV�(�ŏ�&UHGLW�8QLRQV $ 32 $ 32

'LYLGHQGV�SHU�VKDUH��&HQWV�
&ODVV�$��%�DQG�& 2.0 2.0

&ODVV�( 200.0 200.0



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   21

As at March 15, 2013

Management’s Discussion and Analysis

Financial Objectives
&HQWUDO���H[FHHGHG�DOO�RI�LWV�IRXU�ƂQDQFLDO�REMHFWLYHV�IRU������(Chart 5, below)��$V�WKH�V\VWHPŒV�OLTXLGLW\�PDQDJHU��&HQWUDO��ŒV�ƂUVW�REMHFWLYH�LV�WR�PDLQWDLQ�OLTXLG�DVVHWV�
HTXDO�WR�DW�OHDVW�����SHU�FHQW�RI�V\VWHP�DVVHWV��7KH�VHFRQG�REMHFWLYH�LV�WR�HDUQ�D�UHWXUQ��EHIRUH�WD[HV��RQ�DYHUDJH�HTXLW\�HTXDO�WR�RU�JUHDWHU�WKDQ�WKH�EXGJHWHG�UHWXUQ��
7KH�RWKHU�WZR�ƂQDQFLDO�REMHFWLYHV�UHODWH�WR�H[FHHGLQJ�FDSLWDO�UDWLRV�SUHVFULEHG�E\�SURYLQFLDO�DQG�IHGHUDO�UHJXODWLRQV�

Chart 5 - Financial Objectives

Objective 2012 2011 Regulatory Requirement

0DLQWDLQ����RU�JUHDWHU�RI�6\VWHP�$VVHWV�LQ�/LTXLG�)RUP 10.8 % 10.3 %

([FHHG�5HWXUQ�RQ�$YHUDJH�(TXLW\�7DUJHW
$FWXDO�5HWXUQ 9.61 % ���� %

Budgeted Return 4.48 % 4.72 %

0DLQWDLQ�5HJXODWRU\�&DSLWDO�LQ�([FHVV�RI�����RI�5LVN�:HLJKWHG�$VVHWV�DW�WKH�<HDU�(QG 38.9 % 34.8 % > 10 %

0DLQWDLQ�%RUURZLQJ�0XOWLSOH�DW�D�5DWLR�RI�EHWZHHQ������DQG����� 14.4:1 ������ OHVV�WKDQ�������
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Selected Annual Information and Results of Operations
7KLV�SDUW�RI�WKH�UHSRUW�GLVFXVVHV�&HQWUDO��ŒV�ƂQDQFLDO�SHUIRUPDQFH�IRU�WKH�\HDU�
HQGHG�'HFHPEHU����������LQ�PRUH�GHWDLO��DQG�FRPSDUHV������UHVXOWV�ZLWK�
WKRVH�RI�WKH�SUHYLRXV�\HDU��$�PXOWL�\HDU�VXPPDU\�RI�&HQWUDO��ŒV�RSHUDWLRQV� 
LV�SURYLGHG�DW�WKH�HQG�RI�WKH�GLVFXVVLRQ��page 46��

7KH�6WDWHPHQW�RI�3URƂW�RU�/RVV
Financial Income
&HQWUDO��ŒV�1HW�ƂQDQFLDO�LQFRPH�LQ�������DIWHU�SURYLVLRQ�IRU�FUHGLW�ORVVHV��ZDV�
������PLOOLRQ�FRPSDUHG�WR�������PLOOLRQ�LQ�������DQ�LQFUHDVH�RI�������PLOOLRQ�

&HQWUDO��ŒV�,QWHUHVW�PDUJLQ�ZDV�������PLOOLRQ�������SHU�FHQW�ORZHU�WKDQ�WKH�
SUHYLRXV�\HDUŒV�������PLOOLRQ��([SUHVVHG�DV�D�SHUFHQWDJH�RI�DYHUDJH�DVVHWV��
&HQWUDO��ŒV�,QWHUHVW�PDUJLQ�IHOO�WR������EDVLV�SRLQWV�FRPSDUHG�WR������EDVLV�
SRLQWV�HDUQHG�WKH�SUHYLRXV�\HDU��$V�D�UHVXOW�RI�D�ULVN�UHGXFWLRQ�VWUDWHJ\��
\LHOGV�RQ�DVVHWV�IHOO�GXULQJ�WKH�\HDU��ZKLOH�WKH�FRVW�RI�IXQGV�GLG�QRW�GHFUHDVH�
E\�WKH�VDPH�PDJQLWXGH�UHODWLYH�WR�\LHOGV�RQ�DVVHWV��GXH�LQ�SDUW�WR�SULFLQJ�
LPSURYHPHQWV�RIIHUHG�WR�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV�

'XULQJ�������WKH�(XURSHDQ�VRYHUHLJQ�GHEW�FULVLV�FRQWLQXHG�WR�EH�D�IRFDO�SRLQW��
SDUWLFXODUO\�LQ�WKH�ƂUVW�KDOI�RI�WKH�\HDU��)LQDQFLDO�PDUNHWV�FRQWLQXHG�WR�EHQHƂW�
IURP�DFFRPPRGDWLYH�PRQHWDU\�SROLFLHV�DV�YDULRXV�TXDQWLWDWLYH�HDVLQJ�SURJUDPV�
ZHUH�LPSOHPHQWHG�E\�PDMRU�FHQWUDO�EDQNV�

7KH�*RYHUQPHQW�RI�&DQDGD�\LHOG�FXUYH�ƃDWWHQHG�GXULQJ�WKH�\HDU��ZLWK�PRVW�
UDWHV�DFURVV�WKH�FXUYH�ULVLQJ�H[FHSW�IRU�ORQJHU�WHUP�UDWHV�ZKLFK�IHOO��&UHGLW�
VSUHDGV�QDUURZHG�ZKLOH�LQWHUHVW�UDWH�VZDS�VSUHDGV�ZLGHQHG�VLJQLƂFDQWO\�

,Q�������&HQWUDO���UHFRUGHG�D�QHW�GHFUHDVH�LQ�WKH�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV�
�Note 28�WR�WKH�ƂQDQFLDO�VWDWHPHQWV��RI�������PLOOLRQ��WRJHWKHU�ZLWK�JDLQV�RQ�
GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV��Note 27�WR�WKH�ƂQDQFLDO�VWDWHPHQWV��RI�������
PLOOLRQ��7RWDO�QHW�JDLQV�RQ�ƂQDQFLDO�LQVWUXPHQWV�DPRXQWHG�WR�������PLOOLRQ�
FRPSDUHG�WR�D�QHW�ORVV�RI�������PLOOLRQ�LQ�������

7KH�LQFUHDVH�LQ�LQWHUHVW�UDWHV�KDG�D�QHJDWLYH�LPSDFW�RQ�WKH�IDLU�YDOXH�RI�
VHFXULWLHV�DOWKRXJK�ORVVHV�ZHUH�PLWLJDWHG�E\�LPSURYHPHQWV�LQ�FUHGLW�VSUHDGV��
7KH�LQFUHDVH�LQ�LQWHUHVW�UDWHV�DQG�ZLGHQLQJ�RI�LQWHUHVW�UDWH�VZDS�VSUHDGV�KDG�D�
SRVLWLYH�LPSDFW�RQ�PDUN�WR�PDUNHW�JDLQV�RQ�GHULYDWLYHV�ZKLOH�WUDGLQJ�GHSRVLWV��
WKH�IDLU�YDOXH�RI�ZKLFK�LV�GHWHUPLQHG�E\�UHIHUHQFH�WR�\LHOGV�RQ�JRYHUQPHQW�
LVVXHG�VHFXULWLHV��EHQHƂWHG�IURP�WKH�LQFUHDVH�LQ�LQWHUHVW�UDWHV��UHVXOWLQJ�LQ� 
PDUN�WR�PDUNHW�JDLQV�

7KH�FKDUW�RI�&RPSDUDWLYH�,QWHUHVW�,QFRPH�	�([SHQVH�(Chart 6, page 23��VKRZV�
WKH�\HDUO\�DYHUDJH�EDODQFHV�RI�&HQWUDO��ŒV�HDUQLQJ�DVVHWV�DQG�OLDELOLWLHV��WKHLU�
UHODWLYH�FRQWULEXWLRQ�RU�FKDUJH�WR�1HW�ƂQDQFLDO�LQFRPH�DQG�WKHLU�\LHOGV�DQG�
costs.

,Q�NHHSLQJ�ZLWK�&HQWUDO��ŒV�PDQGDWH�DV�OLTXLGLW\�PDQDJHU�IRU�LWV�PHPEHU�FUHGLW�
XQLRQV��VKRUW�WHUP�VHFXULWLHV�W\SLFDOO\�UHSUHVHQW�D�JUHDW�PDMRULW\�RI�LWV�HDUQLQJ�
DVVHWV��ZLWK�ORDQV�WR�PHPEHU�FUHGLW�XQLRQV�DQG�VHFXULWL]DWLRQ�UHODWHG�EDODQFHV�
accounting for most of the remainder.

'XULQJ�������ORDQV�WR�FUHGLW�XQLRQV�LQFUHDVHG��DV�PHPEHU�FUHGLW�XQLRQV� 
SDUWO\�ƂQDQFHG�LQFUHDVHG�OHQGLQJ�WR�WKHLU�PHPEHUV�ZLWK�ERUURZLQJV�IURP�
&HQWUDO����&UHGLW�XQLRQ�PLQLPXP�OLTXLGLW\�GHSRVLWV�UHSUHVHQW�DERXW������SHU�
FHQW�RI�&HQWUDO��ŒV�OLDELOLWLHV��QRQ�VWDWXWRU\�OLTXLGLW\�GHSRVLWV�IURP�FUHGLW�XQLRQV�
DFFRXQW�IRU������SHU�FHQW��REOLJDWLRQV�UHODWHG�WR�WKH�&0%�DQG�,QVXUHG�0RUWJDJH�
3XUFKDVH�3URJUDP��,033��SURJUDPV�DFFRXQW�IRU�D�IXUWKHU������SHU�FHQW�DQG�
H[WHUQDO�GHSRVLWV��ERUURZLQJV�DQG�RWKHU�OLDELOLWLHV�PDNH�XS�WKH�UHPDLQGHU�



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   23

As at March 15, 2013

Management’s Discussion and Analysis

Chart 6 - Comparative Interest Income & Expense

2012 2011

December 31 (Millions of dollars)
Average 
Balance Interest

Average 
Rate

Average 
Balance Interest

Average 
Rate

Assets
&DVK�	�6HFXULWLHV $ 8,833 $ 151.29 1.71 % $ 8,874 $ 184.30 2.08 % 
'HSRVLWV�ZLWK�5HJXODWHG�)LQDQFLDO�,QVLWLWXWLRQV 49 0.30 0.61 % 61 1.03 1.69 % 
Reinvestment Assets under CMB and IMPP programs 2,311 90.08 3.90 % 1,917 75.95 3.96 % 
Loans 1,936 42.58 2.20 % 1,642 34.51 2.10 % 
6HFXUHG�/RDQV�WR�0HPEHUV 864 19.93 2.31 % 1,569 41.04 2.62 %
7RWDO�(DUQLQJ�$VVHWV 13,993 304.18 2.17 % 14,063 336.83 2.40 % 
Other Assets 450 393
7RWDO�$VVHWV $ 14,443 $ 304.18 2.11 % $ 14,456 $ 336.83 2.33 %

Liabilities and Equity
'HEW�6HFXULWLHV�,VVXHG $ 706 $ 14.01 1.98 % $ 550 $ 11.89 2.16 % 
Deposits

&UHGLW�8QLRQ�0LQ�/LTXLGLW\ 5,395 82.06 1.52 % 5,083 85.88 1.69 % 
&UHGLW�8QLRQ�&XUUHQW�$FFRXQWV 766 7.99 1.04 % 859 9.43 1.10 % 
&UHGLW�8QLRQ�2WKHU 2,048 31.90 1.56 % 2,577 38.63 1.50 % 
1RQ�&UHGLW�8QLRQ 550 7.69 1.40 % 678 8.85 1.31 % 
2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV 3,134 111.61 3.56 % 3,278 117.50 3.58 % 
6HFXULWLHV�XQGHU�5HSXUFKDVH�$JUHHPHQWV 180 2.49 1.38 % 138 1.89 1.37 % 
6XERUGLQDWHG�/LDELOLWLHV 169 6.55 3.88 % 208 8.38 4.03 %
7RWDO 12,948 264.30 2.04 % 13,371 282.45 2.11 %
2WKHU�/LDELOLWLHV 721 457 
Equity 774 629 
7RWDO�/LDELOLWLHV�DQG�(TXLW\ $ 14,443 $ 264.30 1.83 % $ 14,457 $ 282.45 1.95 %

Interest Margin $ 39.88 0.28 % $ 54.38 0.38 % 
5HDOL]HG�DQG�8QUHDOL]HG�*DLQV�RQ�)LQDQFLDO�,QVWUXPHQWV 51.58 0.36 % (11.34) (0.08) %
Net Financial Income $ 91.46 0.64 % $ 43.04 0.30 %



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   24

As at March 15, 2013

Management’s Discussion and Analysis

Other Income and Operating Expense
&HQWUDO���SURYLGHV�DQ�H[WHQVLYH�UDQJH�RI�ƂQDQFLDO�DQG�WUDGH�DVVRFLDWLRQ�VHUYLFHV�
WR�LWV�PHPEHU�FUHGLW�XQLRQV��WKH�PDMRULW\�RI�ZKLFK�RIIHUHG�RQ�D�IHH�IRU�VHUYLFH�
EDVLV��,Q�DGGLWLRQ��D�QXPEHU�RI�NH\�VHUYLFHV�RI�JHQHUDO�EHQHƂW�WR�&HQWUDO��ŒV�
RYHUDOO�FUHGLW�XQLRQ�PHPEHUV�DUH�IXQGHG�E\�GXHV�DVVHVVPHQWV��ZKLOH�RWKHU�
DFWLYLWLHV�DUH�VXSSRUWHG�LQ�ZKROH�RU�SDUW�E\�IHHV�

,QFRPH�JHQHUDWHG�E\�&HQWUDO��ŒV�QRQ�LQWHUHVW�VRXUFHV�LQ������ZDV�VLJQLƂFDQW�
DQG��LQ�JURVV�WHUPV��H[FHHGHG�WKDW�GHULYHG�IURP�ƂQDQFLDO�PDUJLQ��+RZHYHU��
PDQ\�QRQ�ƂQDQFLDO�SURGXFWV�RIIHUHG�E\�&HQWUDO���WR�LWV�PHPEHU�FUHGLW�XQLRQV�
DUH�SULFHG�DW�D�OHYHO�WR�FRYHU�WKH�DVVRFLDWHG�RSHUDWLQJ�H[SHQVHV��ZLWK�ORZ�
SURƂW�PDUJLQV��:KHQ�FRPELQHG�ZLWK�WKH�DGPLQLVWUDWLYH�FRVWV�DVVRFLDWHG�ZLWK�
RIIHULQJ�&HQWUDO��ŒV�VXLWH�RI�ƂQDQFLDO�SURGXFWV�DQG�VHUYLFHV��FRPSOLDQFH��DQG�RWKHU�
FRUSRUDWH�H[SHQVHV��2SHUDWLQJ�([SHQVHV�KDYH�KLVWRULFDOO\�H[FHHGHG�2WKHU�,QFRPH�

2WKHU�LQFRPH�RI��������PLOOLRQ�IRU�WKH�WZHOYH�PRQWKV�HQGHG�'HFHPEHU����������
ZDV�KLJKHU�WKDQ��������PLOOLRQ�IRU�WKH�VDPH�SHULRG�LQ�������ZKLOH�RSHUDWLQJ�
H[SHQVHV�ZHUH��������PLOOLRQ�FRPSDUHG�WR��������PLOOLRQ�IRU�WKH�VDPH�SHULRG� 
in 2011.

7KH�SULQFLSDO�RSHUDWLRQV�FRQWULEXWLQJ�WR�QRQ�LQWHUHVW�LQFRPH�DUH�UHODWHG�WR�
7HFKQRORJ\�DQG�3D\PHQW�6HUYLFHV��ZKLFK�W\SLFDOO\�SURGXFH�DSSUR[LPDWHO\� 
���SHU�FHQW�RI�WKH�DQQXDO�WRWDO��Chart 7, page 25)
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Chart 7 - Other Income & Operating Expense

2012 2011

December 31 (Millions of dollars) Amount % of Income Amount % of Income

Other Income
0HPEHUVKLS�GXHV $ 8.40 7.8 % $ 7.61 7.5 %
3URYLQFLDO�DGYHUWLVLQJ�DVVHVVPHQW 1.24 1.2 % 2.26 2.2 %
(TXLW\�LQWHUHVW�LQ�DIƂOLDWHV� 4.05 3.8 % 0.51 0.5 %
Insurance premiums and assessments 6.91 6.5 % 10.22 10.0 %

Technology & Payment Services
Processing 40.97 38.3 % 42.68 41.9 %
'LUHFW�EDQNLQJ 20.26 18.9 % 18.20 17.9 %
7RWDO�7HFKQRORJ\�DQG�3D\PHQW�6HUYLFHV 61.23 57.2 % 60.88 59.8 %

Wholesale Financial Services
Treasury services 5.20 4.9 % 2.86 2.8 %
)XQGLQJ�DQG�FRPPHUFLDO� 5.10 4.8 % 4.44 4.4 %
(PSOR\HH�EHQHƂWV�	�UHWLUHPHQW�VHUYLFHV 1.18 1.1 % 1.06 1.0 %
Trust services 2.27 2.1 % 2.26 2.2 %
Other 0.71 0.6 % – 0.0 %
7RWDO�:KROHVDOH�)LQDQFLDO�6HUYLFHV 14.46 13.5 % 10.62 10.4 %

Trade and Other Services
3URGXFW�FRPSOLDQFH�	�GHVLJQ 1.53 1.4 % 1.54 1.5 %
Property rents 1.08 1.0 % 1.06 1.0 %
Risk management 2.72 2.5 % 2.88 2.8 %
Marketing products and programs 2.20 2.1 % 1.47 1.5 %
Other 3.25 3.0 % 2.88 2.8 %
7RWDO�7UDGH�DQG�2WKHU�6HUYLFHV 10.78 10.0 % 9.83 9.6 %

7RWDO�2WKHU�,QFRPH 107.07 100.0 % 101.93 100.0 %

Operating Expenses
6DODULHV�	�HPSOR\HH�EHQHƂWV 62.02 57.9 % 59.28 58.2 %
Premises and equipment 9.94 9.3 % 9.76 9.6 %
&RVW�RI�VDOHV�DQG�VHUYLFHV 25.83 24.1 % 32.39 31.8 %
Other 17.27 16.1 % 18.85 18.5 %
7RWDO�2SHUDWLQJ�([SHQVH 115.06 107.4 % 120.28 118.1 %

1HW�2SHUDWLQJ�([SHQVH $ (7.99) (7.4) % $ (18.35) (18.1) %
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&HQWUDO��ŒV�7HFKQRORJ\�DQG�3D\PHQW�6HUYLFHV�JURXS�UHFRUGHG�UHYHQXHV�RI� 
������PLOOLRQ�GXULQJ�WKH�WZHOYH�PRQWKV�RI�������XS�VOLJKWO\�IURP�������PLOOLRQ�
GXULQJ�WKH�VDPH�SHULRG�LQ�������7UHDVXU\�VHUYLFHV�UHYHQXHV�LQFUHDVHG�DERXW�
�����PLOOLRQ�RYHU�������UHƃHFWLQJ�DQ�LQFUHDVH�LQ�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQ�
DFWLYLW\�GXULQJ�WKH�SHULRG��0DUNHWLQJ�3URJUDPV�UHYHQXHV�ZHUH�KLJKHU�E\������
PLOOLRQ�RYHU������UHƃHFWLQJ�DQ�LQFUHDVH�LQ�VSHFLƂF�PDUNHWLQJ�SURJUDPV�RIIHUHG�
E\�&HQWUDO���WR�LWV�FUHGLW�XQLRQ�PHPEHUV�GXULQJ�WKH�\HDU�FRPSDUHG�WR�WKH�VDPH�
SHULRG�LQ�������,QFOXGHG�LQ�RWKHU�LQFRPH�LV�&HQWUDO��ŒV�HTXLW\�LQWHUHVW�LQ�DIƂOLDWHV�
ZKLFK�LQFUHDVHG�IURP������PLOOLRQ�LQ������WR������PLOOLRQ�LQ�������'XULQJ�������
&HQWUDO���UHDOL]HG�JDLQV�RQ�GLVSRVDO�RI�QRQ�FRUH�DVVHWV�DQG�GLYLGHQGV�IURP�
DIƂOLDWHG�RUJDQL]DWLRQV�ZKLFK�FRQWULEXWHG�D�IXUWKHU������PLOOLRQ�LQFUHDVH� 
in Other income compared to the same period in 2011. 

2IIVHWWLQJ�WKHVH�SRVLWLYH�YDULDQFHV�ZDV�D�GHFOLQH�LQ�LQVXUDQFH�SUHPLXPV�DQG�
DVVHVVPHQWV�LQFRPH�ZKLFK�ZDV������PLOOLRQ�ORZHU�WKDQ�������7KH�GHFUHDVH�
UHƃHFWV�FRVW�UHGXFWLRQV�DVVRFLDWHG�ZLWK�REWDLQLQJ�LQVXUDQFH�FRYHUDJH�ZKLFK� 
KDV�EHHQ�SDVVHG�RQ�WR�&HQWUDO��ŒV�PHPEHUV�DV�ZHOO�DV�WKH�UHGXFWLRQ�LQ�WKH�
QXPEHU�RI�2QWDULR�FUHGLW�XQLRQV�SDUWLFLSDWLQJ�LQ�WKH�LQVXUDQFH�SURJUDPV�
RIIHUHG�E\�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�RYHU�WKH�SDVW�\HDU�

2SHUDWLQJ�H[SHQVHV�GXULQJ������ZHUH������PLOOLRQ�ORZHU�WKDQ�WKH�VDPH�SHULRG�
LQ������HYHQ�WKRXJK�VDODU\�DQG�HPSOR\HH�EHQHƂW�H[SHQVHV�LQFUHDVHG�E\������
PLOOLRQ��6DODU\�DQG�EHQHƂW�H[SHQVHV�IRU������LQFOXGHG�UHVWUXFWXULQJ�FRVWV�RI�
DSSUR[LPDWHO\������PLOOLRQ�LQFXUUHG�GXULQJ�WKH�\HDU��&HQWUDO���UHWDLQV�FHUWDLQ�
HPSOR\HHV�XQGHU�VKRUW�WHUP�FRQWUDFWXDO�DUUDQJHPHQWV�LQ�RUGHU�WR�IDFLOLWDWH�WKH�
FRPSOHWLRQ�RI�WHFKQRORJ\�DQG�RWKHU�SURMHFWV��7KH�DJJUHJDWH�FRVWV�LQFXUUHG�XQGHU�
WKHVH�DUUDQJHPHQWV�LQFUHDVHG�E\������PLOOLRQ�RYHU�������0RVW�RI�WKH�DGGLWLRQDO�
FRQWUDFWRU�H[SHQVHV�UHSRUWHG�ZLWKLQ�VDODULHV�DQG�HPSOR\HH�EHQHƂWV�H[SHQVH� 
LQ������ZDV�LQ�WKH�7HFKQRORJ\�DQG�3D\PHQWV�6HUYLFHV�JURXS��

2WKHU�H[SHQVHV�ZHUH������PLOOLRQ�ORZHU�PRVWO\�GXH�WR�D�GHFUHDVH�LQ�
SURIHVVLRQDO�IHHV�RI������PLOOLRQ�ZKLFK�LV�SULPDULO\�DWWULEXWDEOH�WR�D�GHFOLQH�LQ� 
XVH�RI�PDQDJHPHQW�FRQVXOWDQWV�EHWZHHQ������DQG�WKH�VDPH�SHULRG�LQ������� 
&RVWV�LQ������DOVR�UHƃHFW�D�UHYLHZ�RI�ULVN�PDQDJHPHQW�SURFHVVHV�RI�2QWDULR�
FUHGLW�XQLRQV�SXUFKDVLQJ�LQVXUDQFH�DUUDQJHG�E\�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�

&RVWV�RI�SURYLGLQJ�VDOHV�DQG�VHUYLFHV�GHFUHDVHG�IURP�������PLOOLRQ�LQ������ 
WR�������PLOOLRQ�LQ�������&RVWV�RI�SURFHVVLQJ�SDSHU�SD\PHQWV�LWHPV�ZHUH������

PLOOLRQ�ORZHU�WKDQ�WKH�VDPH�SHULRG�LQ�������GXH�WR�LPSURYHPHQWV�LQ�&HQWUDO�
�ŒV�SD\PHQWV�SURFHVVLQJ�LQIUDVWUXFWXUH�FRPSOHWHG�LQ�WKH�VHFRQG�TXDUWHU�RI�
������([SHQVHV�UHODWHG�WR�WKH�SURYLVLRQ�RI�LQVXUDQFH�SURJUDPV�RIIHUHG�E\�
&HQWUDO��ŒV�VXEVLGLDULHV�GHFOLQHG�LQ������DERXW������PLOOLRQ�FRPSDUHG�WR�������
7KHVH�FRVWV�LQFOXGH�ERWK�FODLPV�LQFXUUHG�DQG�H[SHQVHV�LQFXUUHG�WR�REWDLQ�WKLUG�
SDUW\�FRYHUDJH�DV�UHTXLUHG��,Q�������D�UHYLHZ�RI�ULVN�PDQDJHPHQW�SURFHGXUHV�
RI�2QWDULR�FUHGLW�XQLRQV�ZDV�FRPSOHWHG��DV�QRWHG�DERYH��FRQWULEXWHG�WR�D�
reduction in premiums in 2012.

7KH�YROXPHV�WUDFNHG�LQ Chart 8 (below��LOOXVWUDWH�WKH�DVFHQGDQF\�RI�
HOHFWURQLF�SD\PHQWV��DV�ZHOO�DV�WKH�FRQWLQXLQJ�VLJQLƂFDQFH�RI�GLUHFW�EDQNLQJ��%LOO�
SD\PHQW�YROXPHV�LQFUHDVHG�E\�����SHU�FHQW�DQG�$XWRPDWHG�)XQGV�7UDQVIHU��$)7��
WUDQVDFWLRQV�ZHUH�XS�E\�����SHU�FHQW�LQ�������)RU�VRPH�\HDUV��FKHTXH�YROXPHV�
KDYH�EHHQ�GHFUHDVLQJ�LQ�WKH�LQGXVWU\�DQG������VDZ�D�IXUWKHU�GURS�LQ�YROXPHV�RI�
����SHU�FHQW�

'LUHFW�EDQNLQJ�SURGXFWV��RQOLQH��PRELOH�DQG�SKRQH�EDQNLQJ��FRQWLQXH�WR� 
EH�HQKDQFHG��ZLWK�&HQWUDO���IRFXVLQJ�RQ�VHOOLQJ�PRELOH�DQG�RQOLQH�SURGXFWV�
WR�LWV�FOLHQWV�������ZDV�D�EUHDNWKURXJK�\HDU�IRU�PRELOH�EDQNLQJ��ZLWK�YROXPH�
LQFUHDVLQJ�IURP���SHU�FHQW�RI�RQOLQH�EDQNLQJ�YROXPH�LQ�WKH�ƂUVW�TXDUWHU�RI� 
2012 to 18.3 per cent in the fourth quarter of 2012. 

Chart 8 - Long-Term Trend in Technology and Payment Processing Volumes
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3URƂW�IRU�WKH�\HDU
&HQWUDO���SRVWHG�3URƂW�IRU�WKH�\HDU�RI�������PLOOLRQ�LQ�������Chart 9, below)��DQ�LQFUHDVH�RI�������PLOOLRQ�IURP�������&HQWUDO���SRVWHG�D�QHW�PDUN�WR�PDUNHW�ORVV�
RQ�ƂQDQFLDO�LQVWUXPHQWV�RI�������PLOOLRQ�LQ�WKH�\HDU��RIIVHW�E\�D�JDLQ�RI�������PLOOLRQ�WKURXJK�WKH�VDOHV�RI�ƂQDQFLDO�LQVWUXPHQWV��$V�D�UHVXOW��1HW�ƂQDQFLDO�DQG�RWKHU�
LQFRPH�LQFUHDVHG�E\�������PLOOLRQ�WR��������PLOOLRQ��

2SHUDWLQJ�H[SHQVHV�GHFUHDVHG������PLOOLRQ��EULQJLQJ�WKH�\HDUŒV�2SHUDWLQJ�H[SHQVHV�WR��������PLOOLRQ��$V�D�UHVXOW��3URƂW�EHIRUH�LQFRPH�WD[HV�ZDV�������PLOOLRQ��
FRPSDUHG�WR�������PLOOLRQ�LQ�������

&KDUW�����3URƂW�)RU�7KH�<HDU

December 31 (Millions of dollars - %) 2012 2011

3URƂW�EHIRUH�7D[HV $ 85.9 $ 19.4

Return on Average Assets 0.59 % 0.13 %

5HWXUQ�RQ�$YHUDJH�6KDUH�&DSLWDO 30.63 % 10.40 %

Return on Average Equity 11.10 % 3.08 %

3URƂW�IRU�WKH�\HDU $ 74.4 $ ����
Return on Average Assets 0.51 % 0.12 %

5HWXUQ�RQ�$YHUDJH�6KDUH�&DSLWDO 26.52 % ���� %

Return on Average Equity 9.61 % ���� %

Other Comprehensive Income
&HQWUDO���UHFRUGHG�2WKHU�FRPSUHKHQVLYH�LQFRPH�RI������PLOOLRQ�GXULQJ�������FRPSDUHG�WR�������PLOOLRQ�LQ�������2WKHU�FRPSUHKHQVLYH�LQFRPH�UHƃHFWV�FKDQJHV�LQ�
WKH�IDLU�YDOXH�RI�ƂQDQFLDO�DVVHWV�FODVVLƂHG�DV�DYDLODEOH�IRU�VDOH��ZLWK�UHDOL]HG�JDLQV�DQG�ORVVHV�RQ�DYDLODEOH�IRU�VDOH�DVVHWV�EHLQJ�UHFODVVLƂHG�IURP�2WKHU�FRPSUHKHQVLYH�
LQFRPH�WR�3URƂW�RU�ORVV�

1HW�PDUN�WR�PDUNHW�JDLQV�RQ�DYDLODEOH�IRU�VDOH�VHFXULWLHV�LQ������ZHUH�SULPDULO\�GXH�WR�WKH�LQFUHDVH�LQ�IDLU�YDOXH�RI�&HQWUDO��ŒV�ERQG�SRUWIROLR�RZLQJ�WR�WLJKWHQLQJ� 
RI�FUHGLW�VSUHDGV��ZKLOH�WKH������UHVXOWV�SULPDULO\�UHƃHFW�WKH�LQFUHDVH�LQ�IDLU�YDOXH�RI�&HQWUDO��ŒV�ERQG�SRUWIROLR�GXH�WR�ORZHU�LQWHUHVW�UDWHV�

$V�PRVW�RI�&HQWUDO��ŒV�ƂQDQFLDO�OLDELOLWLHV�DUH�PHDVXUHG�DW�DPRUWL]HG�FRVW��WKH�PDMRULW\�RI�LWV�ƂQDQFLDO�DVVHWV�DUH�PHDVXUHG�DW�IDLU�YDOXH��WKHUH�LV�DQ�DFFRXQWLQJ�
mismatch in comprehensive income. Note 37�WR�WKH�ƂQDQFLDO�VWDWHPHQWV�SURYLGHV�D�VXPPDU\�RI�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�IDLU�YDOXH�RI�&HQWUDO��ŒV�QHW�DVVHWV� 
DQG�WKHLU�FDUU\LQJ�YDOXH��2Q�D�QHW�EDVLV��WKH�IDLU�YDOXH�RI�WKHVH�ƂQDQFLDO�LQVWUXPHQWV�LQFUHDVHG�E\�������PLOOLRQ�GXULQJ������IURP�D�QHW�ORVV�RI�������PLOOLRQ�DV� 
DW�'HFHPEHU�����������FRPSDUHG�WR�D�QHW�ORVV�RI�������PLOOLRQ�DV�DW�'HFHPEHU����������



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   28

As at March 15, 2013

Management’s Discussion and Analysis

Statement of Financial Position
Cash and Liquid Securities
&HQWUDO��ŒV�FDVK�DQG�VHFXULWLHV�ZHUH�������ELOOLRQ�DW�'HFHPEHU�����������2I�WKLV�DPRXQW�������ELOOLRQ�FRPSULVHV�UHLQYHVWPHQW�DVVHWV�ZKLFK�DUH�GHVLJQDWHG�WR�RIIVHW�
REOLJDWLRQV�XQGHU�WKH�&0%�SURJUDP��7KH�EDODQFH�RI������ELOOLRQ��VXPPDUL]HG�E\�W\SH�LQ�WKH�DFFRPSDQ\LQJ�FKDUW��Chart 10) FRPSULVHV�WKH�PLQLPXP�DQG�H[FHVV�
OLTXLGLW\�SRROV�DQG�UHSUHVHQWV������SHU�FHQW�RI�&HQWUDO��ŒV�WRWDO�DVVHWV�H[FOXGLQJ�&0%�SURJUDP�DVVHWV��FRPSDUHG�WR������ELOOLRQ�DQG������SHU�FHQW�D�\HDU�DJR�

,QYHVWPHQW�DFWLYLW\�LQ�WKH�PLQLPXP�DQG�H[FHVV�OLTXLGLW\�SRROV��DV�ZHOO�DV�&HQWUDO��ŒV�RYHUDOO�SRUWIROLR��FRQWLQXHG�WR�EH�FRQVHUYDWLYH�LQ������ZLWK�LQYHVWPHQWV�PDGH�
SULPDULO\�LQ�JRYHUQPHQW�GHEW��IHGHUDO�DQG�SURYLQFLDO��DQG�VHQLRU�EDQN�GHEW��$V�DW�'HFHPEHU�����������&HQWUDO���KDG�QR�KROGLQJV�RI�(XURSHDQ�VRYHUHLJQ�GHEW�

$V�D�SHUFHQWDJH�RI�V\VWHP�DVVHWV��&HQWUDO��ŒV�OLTXLGLW\�UHVHUYHV��ZKHQ�PHDVXUHG�E\�\HDU�HQG�EDODQFHV��UHPDLQHG�ZHOO�LQ�H[FHVV�RI�WKH�PLQLPXP�VWDWXWRU\�OLTXLGLW\�
GHSRVLW�UHTXLUHPHQWV�DV�ZHOO�DV�WKH�,&/$�UHTXLUHPHQW�RI�����SHU�FHQW�RI�V\VWHP�DVVHWV�

Chart 10 - Cash and Liquid Securities

December 31 (Millions of dollars - % of total) 2012 2011

*RYHUQPHQW�	�*XDUDQWHHV $ 4,159.6 45.3 % $ 3,404.8 ���� %

Cash 90.2 0.9 % 100.8 1.2 %

4,249.8 46.2 % ������� 43.8 %

&RUSRUDWH�	�)LQDQFLDO�,QVWLWXWLRQV�$$�RU�*UHDWHU
 4,764.3 51.9 % ������� ���� %

Other 164.8 1.9 % 127.4 ���� %

Total $ 9,178.9 100.0 % $ ������� 100.0 %

��RI�&HQWUDO���<HDU�(QG�$VVHWV��H[FOXGLQJ�&0%�SURJUDP�DVVHWV� 76.9 % 71.3 % 

��RI�6\VWHP�<HDU�(QG�$VVHWV 10.4 % 9.9 %

* The credit ratings represent investment grade ratings provided by DBRS
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Loans
Central 1 provides clearing lines of credit and short and mid-term loans to its member credit unions. All lending activities are closely integrated and coordinated with 

Central 1’s liquidity management role. Clearing credit line facilities, available in two currencies, are used to cover daily swings arising from the settlement of transactions. 

Short and mid-term loans are used for cash management purposes, for balance sheet funding or for asset acquisitions. Additionally, capital market facilities are available 

for derivative transactions or for hedging purposes and letter of credit facilities are available for domestic and international transactions.

Except for loans to staff members and a small portfolio of residential mortgages acquired as a result of a previous business relationship, Central 1 does not directly engage 

in residential or personal lending. However, Central 1 has a commercial lending group which participates in loan syndications with member credit unions. Central 1 also 

periodically acquires packages of mortgage loans from member credit unions to provide them with liquidity, for resale to other credit unions or for securitization. Most 

packages acquired by Central 1 are held for short periods, pending their resale to other credit unions or pending their securitization as described on page 31. 

Chart 11 below provides a breakdown of the different categories of loan balances on Central 1’s Statement of Financial Position.

Chart 11 - Loans

December 31 (Millions of dollars - % of total) 2012 2011

/RDQV�WR�&UHGLW�8QLRQV $ 1,834.3 89.5 % $ 2,174.4 ����� %

6\QGLFDWHG�FRPPHUFLDO�ORDQV 167.8 8.2 % ����� ���� %

1RQ�V\QGLFDWHG�FRPPHUFLDO�ORDQV 21.4 1.0 % 31.9 1.3 %

2WKHU�ORDQV 13.6 0.7 % ���� ��� %

6HFXULWLHV�DFTXLUHG�XQGHU�UHYHUVH�UHSXUFKDVH�DJUHHPHQWV 11.4 0.6 % ����� 4.2 %

$ 2,048.5 100.0 % $ 2,487.9 100.0 %

 

* Total loan balances are before the allowance for doubtful loans and exclude accrued interest. 

,Q�DGGLWLRQ�WR�WKH����������PLOOLRQ�LQ�ORDQV�RXWVWDQGLQJ�DV�DW�'HFHPEHU�����������&HQWUDO���KDG�LVVXHG�VWDQGE\�OHWWHUV�RI�FUHGLW�RI��������PLOOLRQ�RQ�EHKDOI�RI� 
LWV�PHPEHUV��%\�FRPSDULVRQ��DW�\HDU�HQG�������&HQWUDO���KDG����������PLOOLRQ�LQ�ORDQV�RXWVWDQGLQJ�DQG�KDG�LVVXHG��������PLOOLRQ�LQ�VWDQGE\�OHWWHUV�RI�FUHGLW��

'HWDLOV�RI�FKDQJHV�LQ�&HQWUDO��ŒV�SURYLVLRQ�IRU�FUHGLW�ORVVHV�DJDLQVW�LWV�OHQGLQJ�SRUWIROLR�DUH�FRQWDLQHG�LQ�Note 10�WR�WKH�ƂQDQFLDO�VWDWHPHQWV��'XULQJ�WKH�\HDU�� 
VSHFLƂF�SURYLVLRQV�GHFUHDVHG�E\�DERXW�������PLOOLRQ�ZKLOH�WKH�FROOHFWLYH�SURYLVLRQ�GHFUHDVHG�E\������PLOOLRQ�������PLOOLRQ�RI�WKH�GHFUHDVH�LQ�VSHFLƂF�SURYLVLRQV�
UHODWHG�WR�ZULWH�RIIV�RI�ORDQV�SUHYLRXVO\�IXOO\�SURYLGHG�IRU��7RWDO�SURYLVLRQV�DW�WKH�HQG�RI������ZHUH�VLJQLƂFDQWO\�ORZHU�DW�DERXW�����SHU�FHQW�RI�WRWDO�FRPPHUFLDO� 
ORDQV�RXWVWDQGLQJ��FRPSDUHG�WR�����SHU�FHQW�LQ������
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Borrowings
&HQWUDO��ŒV�WRWDO�ERUURZLQJV�DV�DW�'HFHPEHU����������DUH�VXPPDUL]HG�LQ�Chart 12 (below)�WRJHWKHU�ZLWK�FRPSDUDWLYH�QXPEHUV�IRU�������7RWDO�'HEW�VHFXULWLHV�LVVXHG�
DV�DW�'HFHPEHU����������ZHUH����������PLOOLRQ�FRPSDUHG�WR��������PLOOLRQ�D�\HDU�HDUOLHU��2I�WKH�WRWDO�DPRXQW�RXWVWDQGLQJ�DV�DW�'HFHPEHU������������������PLOOLRQ�
ZDV�ERUURZHG�XQGHU�&HQWUDO��ŒV�PHGLXP�WHUP�QRWH�IDFLOLW\�DQG�WKH�UHPDLQGHU�ZDV�ERUURZHG�WKURXJK�&HQWUDO��ŒV�VKRUW�WHUP�FRPPHUFLDO�SDSHU�IDFLOLW\��

'HSRVLWV�IURP�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV�VWRRG�DW������ELOOLRQ�DV�DW�'HFHPEHU�����������D�GHFUHDVH�IURP������ELOOLRQ�D�\HDU�HDUOLHU��&UHGLW�XQLRQ�PLQLPXP�
OLTXLGLW\�GHSRVLWV�JUHZ�E\������ELOOLRQ�RYHU�WKH�\HDU��WR�UHDFK������ELOOLRQ�DW�'HFHPEHU�����������UHƃHFWLQJ�WKH�JURZWK�LQ�DVVHWV�RI�ERWK�WKH�%�&��DQG�WKH�2QWDULR�
FUHGLW�XQLRQ�V\VWHPV�GXULQJ�WKH�VDPH�SHULRG��([FHVV�OLTXLGLW\�GHSRVLWV�IURP�FUHGLW�XQLRQV�GHFUHDVHG�E\������ELOOLRQ�RYHU�WKH�SDVW�\HDU��UHƃHFWLQJ�ORZHU�DPRXQWV� 
RI�H[FHVV�OLTXLGLW\�LQ�WKH�FUHGLW�XQLRQ�V\VWHP��

2EOLJDWLRQV�UHODWHG�WR�VHFXULWLHV�VROG�XQGHU�UHSXUFKDVH�DJUHHPHQWV�LQFUHDVHG�E\��������PLOOLRQ�IURP�D�\HDU�HDUOLHU�WR��������PLOOLRQ��FRPSDUHG�WR�������PLOOLRQ� 
DW�'HFHPEHU����������

Chart 12 - Borrowings

December 31 (Millions of dollars) 2012 2011

Debt securities issued at amortized cost
&RPPHUFLDO�3DSHU�LVVXHG $ 586.9 $ �����
0HGLXP�WHUP�QRWHV�LVVXHG 583.9 �����

1,170.8 �����

Deposits and Trading Liabilities by type
Minimum Liquidity 5,719.6 �������
([FHVV�/LTXLGLW\ 2,663.3 �������
'HSRVLWV�IURP�PHPEHU�FUHGLW�XQLRQV 8,382.9 8,708.4

Others 467.5 �����
8,850.4 9,189.0

6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV 201.4 ����

Total Borrowings $ 10,222.6 $ �������
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Securitization Activities
$V�WKH�VHQLRU�UDWHG�HQWLW\�LQ�WKH�FUHGLW�XQLRQ�V\VWHP�DQG�LQ�WKH�QRUPDO� 
FRXUVH�RI�EXVLQHVV��&HQWUDO���LV�LQYROYHG�LQ�ORDQ�VHFXULWL]DWLRQV�RQ�EHKDOI� 
RI�PHPEHU�FUHGLW�XQLRQV��

0HPEHU�FUHGLW�XQLRQV�VHFXULWL]H�WKHVH�ORDQV�HLWKHU�LQGLUHFWO\�WKURXJK� 
&HQWUDO���YLD�DVVHW�EDFNHG�FRPPHUFLDO�SDSHU�FRQGXLWV��$%&3�&RQGXLWV��
VSRQVRUHG�E\�PDMRU�&DQDGLDQ�EDQN�RZQHG�GHDOHUV�RU�GLUHFWO\�WKURXJK� 
&HQWUDO���E\�FUHDWLQJ�*RYHUQPHQW�RI�&DQDGD�1DWLRQDO�+RXVLQJ�$FW��1+$��
0RUWJDJH�%DFNHG�6HFXULWLHV��0%6��

)RU�LQGLUHFW�VHFXULWL]DWLRQV��&HQWUDO���SURYLGHV�JXDUDQWHHV�RU�DFWV�DV�D�VZDS�
FRXQWHUSDUW\�WR�PHPEHU�FUHGLW�XQLRQV�EXW�GRHV�QRW�DFTXLUH�OHJDO�WLWOH�WR�WKH�
XQGHUO\LQJ�PRUWJDJH�DVVHWV��)RU�GLUHFW�VHFXULWL]DWLRQV��&HQWUDO���SXUFKDVHV� 
WKH�XQGHUO\LQJ�PRUWJDJHV�IURP�PHPEHU�FUHGLW�XQLRQV��&HQWUDO���PD\�UHWDLQ� 
WKH�1+$�0%6�FUHDWHG�LQ�GLUHFW�VHFXULWL]DWLRQ�WUDQVDFWLRQV�RU�VHOO�WKHP�WR�
&DQDGD�+RXVLQJ�7UXVW��&+7��XQGHU�WKH�&DQDGD�0RUWJDJH�%RQG��&0%��SURJUDP�

'LUHFW�VHFXULWL]DWLRQ�WUDQVDFWLRQV�DUH�DFFRXQWHG�IRU�RQ�EDODQFH�VKHHW�ZKLOH�
LQGLUHFW�VHFXULWL]DWLRQV�DUH�RII�EDODQFH�VKHHW��'HWDLOV�RI�WKH�EDODQFHV�LQFOXGHG� 
LQ�WKH�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�DV�DW�\HDU�HQG�FDQ�EH�IRXQG�LQ�1RWH���� 
WR�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�

Statement of Changes in Equity
7KH�6WDWHPHQW�RI�&KDQJHV�LQ�(TXLW\�VXPPDUL]HV�WKH�FKDQJHV�LQ�WKH�(TXLW\�IRU�
WKH�SHULRG�HQGLQJ�'HFHPEHU�����������&HQWUDO��ŒV�HTXLW\�LQFUHDVHG�E\�������
PLOOLRQ�GXULQJ������WR��������PLOOLRQ��FRPSDUHG�WR�DQ�LQFUHDVH�LQ�HTXLW\�RI�
�������PLOOLRQ�GXULQJ�WKH�VDPH�SHULRG�LQ�������

7KH�LQFUHDVH�LQ�HTXLW\�GXULQJ�WKH�\HDU�ZDV�SULPDULO\�GXH�WR�LQFUHDVHV�LQ� 
UHWDLQHG�HDUQLQJV�ZKLOH�WKH�LQFUHDVH�LQ������RYHU������LV�SULPDULO\�DWWULEXWDEOH� 
WR�DQ�LQFUHDVHG�VXEVFULSWLRQ�IRU�&ODVV�Ŕ$ŕ�6KDUHV�KHOG�E\�&HQWUDO��ŒV�PHPEHU� 
credit unions.

Statement of Cash Flows
&HQWUDO���KDG�D�QHW�FDVK�LQƃRZ�IURP�RSHUDWLQJ�DFWLYLWLHV�RI������ELOOLRQ�LQ�
�����FRPSDUHG�WR�DQ�RXWƃRZ�RI��������PLOOLRQ�LQ������ZLWK�PRVW�WKH�LQFUHDVH�
DWWULEXWDEOH�WR�WKH�GLVSRVDO�RI�WUDGLQJ�DVVHWV��&DVK�ƃRZV�IURP�LQYHVWLQJ�DFWLYLWLHV�
GHFUHDVHG�E\������ELOOLRQ�LQ������FRPSDUHG�WR�DQ�LQƃRZ�RI��������PLOOLRQ�LQ�
WKH�SUHYLRXV�\HDU�DV�WKH�SURFHHGV�IURP�WKH�GLVSRVDO�RI�WUDGLQJ�DVVHWV�ZHUH�
UHLQYHVWHG�LQ�LQYHVWPHQW�VHFXULWLHV�E\�&HQWUDO���GXULQJ�WKH�\HDU��&DVK�LQƃRZV�
IURP�ƂQDQFLQJ�DFWLYLW\�WRWDOOHG�������PLOOLRQ�DV�WKH�UHSD\PHQW�RI�REOLJDWLRQV�
XQGHU�WKH�&0%�SURJUDP�ZDV�SDUWO\�RIIVHW�E\�WKH�LQƃRZ�IURP�WKH�LVVXDQFH�RI�
GHEW�VHFXULWLHV�DQG�DQ�LQFUHDVH�LQ�VHFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV�

2YHUDOO�&DVK�DQG�FDVK�HTXLYDOHQWV�DW�WKH�HQG�RI�WKH�\HDU�KDG�GHFUHDVHG�E\�
������PLOOLRQ��KRZHYHU��WKLV�VKRXOG�EH�WDNHQ�LQ�WKH�FRQWH[W�RI�&HQWUDO��ŒV�UROH� 
DV�D�OLTXLGLW\�SURYLGHU�ZKRVH�DVVHWV�DUH�SULPDULO\�FDVK�HTXLYDOHQWV�RU�UHDGLO\�
PDUNHWDEOH�VHFXULWLHV�

Liquidity Management
&HQWUDO���LV�WKH�SUHVFULEHG�OLTXLGLW\�PDQDJHU�IRU�%ULWLVK�&ROXPELDŒV�FUHGLW� 
XQLRQV�DQG�WKH�OLTXLGLW\�PDQDJHU�E\�FRQWUDFW�IRU�PHPEHU�FUHGLW�XQLRQV�LQ�
2QWDULR��3URYLQFLDO�UHJXODWLRQV�UHTXLUH�WKDW�%ULWLVK�&ROXPELD�FUHGLW�XQLRQV�
PDLQWDLQ�����SHU�FHQW��OHVV�XS�WR�����SHU�FHQW�IRU�FDVK�EDODQFHV��RI�WKHLU�
DJJUHJDWH�GHEW�DQG�RWKHU�OLDELOLWLHV�DV�GHSRVLWV�ZLWK�&HQWUDO����([FHSWHG�DUH� 
FUHGLW�XQLRQV�IRU�ZKLFK�����SHU�FHQW�RI�DJJUHJDWH�GHSRVLWV�DQG�RWKHU�GHEW�
OLDELOLWLHV�H[FHHGV�����SHU�FHQW�RI�%�&��V\VWHP�DVVHWV��WKHVH�FUHGLW�XQLRQV�
DUH�UHTXLUHG�WR�PDLQWDLQ�GHSRVLWV�ZLWK�&HQWUDO���HTXDO�WR�����SHU�FHQW�
RI�%�&��V\VWHP�DVVHWV��7KHUH�DUH�FXUUHQWO\�WZR�VXFK�FUHGLW�XQLRQV��ZKLFK��
WRJHWKHU��DFFRXQW�IRU�DSSUR[LPDWHO\������SHU�FHQW�RI�WRWDO�%�&��V\VWHP�DVVHWV��
1RWZLWKVWDQGLQJ�UHJXODWRU\�UHTXLUHPHQWV��WKHVH�FUHGLW�XQLRQV�KDYH�DJUHHG�
WR�PDLQWDLQ�GHSRVLWV�ZLWK�&HQWUDO���HTXDO�WR�DW�OHDVW�����SHU�FHQW�RI�WKHLU�
DJJUHJDWH�GHSRVLWV�DQG�RWKHU�GHEW�OLDELOLWLHV��
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2QWDULR�FODVV���FUHGLW�XQLRQV��ZKLFK�UHSUHVHQW�QHDUO\������SHU�FHQW�RI�WKH�
2QWDULR�V\VWHP�E\�DVVHWV��DUH�UHTXLUHG�WR�DGKHUH�WR�D�ŔSUXGHQW�SHUVRQŕ�
DSSURDFK�WR�PDLQWDLQLQJ�DGHTXDWH�OLTXLGLW\��+RZHYHU��DV�D�FRQGLWLRQ�RI�
PHPEHUVKLS�ZLWK�&HQWUDO����2QWDULR�FUHGLW�XQLRQV�DUH�UHTXLUHG�WR�HQWHU�LQWR�
D�/LTXLGLW\�$JUHHPHQW�ZLWK�&HQWUDO����8QGHU�WKH�WHUPV�RI�WKH�DJUHHPHQW��
PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR�PXVW�PDLQWDLQ�GHSRVLWV�ZLWK�&HQWUDO���HTXDO�
WR�WKH�JUHDWHU�RI�WKDW�UHTXLUHG�E\�2QWDULR�SURYLQFLDO�UHJXODWLRQV�OHVV�FDVK�RQ�
KDQG�RU�����SHU�FHQW�RI�DVVHWV�

&HQWUDO��ŒV�OLTXLGLW\�PDQDJHPHQW�IUDPHZRUN�LV�GHVLJQHG�WR�HQVXUH�WKDW� 
UHOLDEOH�DQG�FRVW�HIIHFWLYH�VRXUFHV�DUH�DYDLODEOH�WR�VDWLVI\�FXUUHQW�DQG�
SURVSHFWLYH�FRPPLWPHQWV�RI�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV��DV�ZHOO� 
DV�&HQWUDO��ŒV�REOLJDWLRQV�XQGHU�WKH�,&/$��7KH�SULPDU\�FRPSRQHQWV�RI�WKLV�
IUDPHZRUN�DUH�WKH�PDLQWHQDQFH�RI�D�ODUJH�GHGLFDWHG�SRRO�RI�PDUNHWDEOH�
VHFXULWLHV�WKDW�FDQ�UHDGLO\�EH�FRQYHUWHG�WR�FDVK��RQJRLQJ�DFFHVV�WR�GLYHUVLƂHG�
VRXUFHV�RI�ZKROHVDOH�IXQGLQJ�DQG�SDUWLFLSDWLRQ�LQ�WKH�,&/$��&HQWUDO���KDV�
DOVR�DGRSWHG�PDQ\�RI�WKH�UHOHYDQW�DVSHFWV�RI�WKH�IHGHUDO�OLTXLGLW\�SULQFLSOHV�
JXLGHOLQH�%���LVVXHG�E\�WKH�2IƂFH�RI�WKH�6XSHULQWHQGHQW�RI�)LQDQFLDO�,QVWLWXWLRQV�
&DQDGD��26),��LQ�)HEUXDU\�������7KHVH�SULQFLSOHV�IRFXV�RQ�GHYHORSLQJ�OLTXLGLW\� 
ULVN�WROHUDQFH��VFHQDULR�VWUHVV�WHVWLQJ��FDVK�ƃRZ�IRUHFDVWLQJ��ZKROHVDOH� 
IXQGLQJ�GLYHUVLƂFDWLRQ�DQG�FRQWLQJHQF\�SODQQLQJ��

Average Borrowings
'XULQJ�WKH�\HDU��&HQWUDO��ŒV�WRWDO�DYHUDJH�ERUURZLQJV�GHFUHDVHG�E\��������
PLOOLRQ�(Chart 13, page 33)��7KLV�ZDV�SULPDULO\�WKH�UHVXOW�RI�GHFUHDVHG�PHPEHU�
GHSRVLW�EDODQFHV�

&HQWUDO���LV�DXWKRUL]HG�WR�LVVXH�XS�WR������ELOOLRQ�LQ�VKRUW�WHUP�FRPPHUFLDO�SDSHU�
DQG�XS�WR������ELOOLRQ�LQ�RWKHU�ERUURZLQJV�LQFOXGLQJ�&HQWUDO��ŒV�PHGLXP�WHUP�
QRWH�IDFLOLW\��$W�'HFHPEHU������������������PLOOLRQ�ZDV�ERUURZHG�XQGHU�WKH�
VKRUW�WHUP�FRPPHUFLDO�SDSHU�IDFLOLW\����������������PLOOLRQ��DQG��������PLOOLRQ�
ZDV�ERUURZHG�XQGHU�WKH�PHGLXP�WHUP�QRWH�IDFLOLW\����������������PLOOLRQ��

Note 21�WR�&HQWUDO��ŒV�ƂQDQFLDO�VWDWHPHQWV�SURYLGHV�GHWDLOV�RI�VXERUGLQDWHG�
OLDELOLWLHV�LVVXHG�E\�&HQWUDO����$V�DW�'HFHPEHU�����������&HQWUDO���KDG��������
PLOOLRQ�RI�VXERUGLQDWHG�GHEW�RXWVWDQGLQJ����������������PLOOLRQ��

&HQWUDO��ŒV�UHJXODWRU\�ERUURZLQJ�PXOWLSOH�DYHUDJHG��������LQ�������FRPSDUHG�
WR��������LQ�������7KURXJK�D�FRPELQDWLRQ�RI�SRVLWLYH�HDUQLQJV�DQG�ORZHU�
ERUURZLQJV��&HQWUDO���PDQDJHG�WR�ORZHU�LWV�ERUURZLQJ�PXOWLSOH�FRPSDUHG�
WR�WKH�SUHYLRXV�\HDU��&HQWUDO��ŒV�WDUJHW�LV�WR�PDLQWDLQ�D�ERUURZLQJ�PXOWLSOH�
EHWZHHQ��������WR���������ZKLFK�UHSUHVHQWV�D�EDODQFH�EHWZHHQ�PDLQWHQDQFH� 
RI�D�SUXGHQW�FDSLWDO�UHVHUYH�DQG�WKH�HIƂFLHQW�XVH�RI�FDSLWDO�
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CHART 13 - Average Borrowings for Regulatory Purposes

December 31 (Millions of dollars) 2012 2011

6KRUW�WHUP�8QVHFXUHG�1RWHV $ 398.5 4.1 % $ 324.3 3.3 %

0LG�WHUP�8QVHFXUHG�1RWHV 307.0 3.2 % ����� 2.3 %

1RQ�&UHGLW�8QLRQ�'HSRVLWV 549.7 5.7 % ����� ��� %

&UHGLW�8QLRQ�'HSRVLWV 8,209.5 84.5 % ������� ���� %

2EOLJDWLRQV�XQGHU�WKH�&0%�	�,033�SURJUDPV 54.6 0.6 % ŏ 0.0 %

6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV 180.2 1.9 % 138.0 1.3 %

Total Average Borrowings $ 9,699.5 100.0 % $ 9,884.7 100.0 %

Average borrowing multiple 14.4 ����

Average Credit Union Deposits as: 
��RI�$YHUDJH�6\VWHP�/LTXLG�$VVHWV 77.1 % 79.3 %

��RI�$YHUDJH�6\VWHP�7RWDO�$VVHWV 9.7 % 11.0 %
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7KH�DFFRPSDQ\LQJ�FKDUWV�EHORZ�VKRZ�WKH�DYHUDJH�EDODQFHV�RI�&HQWUDO���DQG�WKH�WZR�SURYLQFLDO�FUHGLW�XQLRQ�V\VWHPV��LQGLYLGXDOO\�DQG�FRPELQHG��IRU�WKH�SDVW�WZR�
years (Chart 14(a) and (b���

Chart 14 (a) - Central 1 Credit Union – Average Balances

December 31 (Millions of dollars - % Avg Assets) 2012 2011

Central 1 Credit Union
&DVK�	�/LTXLG�$VVHWV $ 8,833.0 61.2 % $ 8,874.0 ���� %

'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 49.0 0.3 % ���� 0.4 %

Loans 1,936.0 13.4 % �������� 11.4 %

'HEW�VHFXULWLHV�LVVXHG 706.0 4.9 % ����� 3.8 %

Deposits 8,759.0 60.6 % 9,197.0 ���� %

0HPEHUVŒ�(TXLW\ 774.0 5.4 % ����� 4.4 %

Average Total Assets $ 14,443.0 $ ��������

Chart 14 (b) - Provincial Credit Union Systems – Average Balances (Unaudited)

December 31 (Millions of dollars - % Avg Assets) 2012 2011

B.C. Credit Union System
&DVK�	�/LTXLG�$VVHWV $ 7,080.8 12.8 % $ 7,383.8 14.2 %

Other Assets 1,190.7 2.2 % 1,043.4 2.0 %

Loans 47,092.2 85.1 % �������� 83.8 %

%RUURZLQJV 2,925.3 5.3 % ������� ��� %

Deposits 48,150.3 87.0 % �������� ���� %

0HPEHUVŒ�(TXLW\ 3,439.3 6.2 % ������� ���� %

$YHUDJH�7RWDO�$VVHWV $ 55,363.7 $ ��������

December 31 (Millions of dollars - % Avg Assets) 2012 2011

Ontario Credit Union System
&DVK�	�/LTXLG�$VVHWV  $ 3,571.5 12.1 %  $ ������� 13.1 %

Other Assets 544.6 1.8 % 491.2 1.9 %

Loans 24,654.9 83.8 % �������� 82.8 %

%RUURZLQJV 1,703.8 5.8 % ����� ��� %

Deposits 25,270.4 85.8 % �������� 87.9 %

0HPEHUVŒ�(TXLW\ 2,030.9 6.9 % 1,790.2 7.0 %

$YHUDJH�7RWDO�$VVHWV1 $ 29,438.2 $ ��������

December 31 (Millions of dollars - % Avg Assets) 2012 2011

B.C. and Ontario Credit Union System Combined
&DVK�	�/LTXLG�$VVHWV $ 10,652.3 12.5 % $ 10,741.0 13.8 %

Other Assets 1,735.3 2.0 % ������� 2.0 %

Loans 71,747.1 84.6 % �������� ����� %

%RUURZLQJV 4,629.1 5.5 % 3,334.8 4.3 %

Deposits 73,420.7 86.6 % �������� 87.7 %

0HPEHUVŒ�(TXLW\ 5,470.2 6.5 % ������� ��� %

$YHUDJH�7RWDO�$VVHWV $ 84,801.9 $ ��������

12012 Average Total Assets include DUCA Financial Service Credit Union Ltd. & St Stanislaus-St Casimir’s Polish Parishes Credit Union Ltd. which together contributed approximately $1.3 billion
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7KHUH�LV�D�VWURQJ�UHODWLRQVKLS�EHWZHHQ�WKH�EDODQFH�VKHHWV�RI�&HQWUDO���DQG�WKH�
%�&�DQG�2QWDULR�V\VWHPV��0HPEHU�GHSRVLWV�DUH�WKH�SULQFLSDO�IXQGLQJ�VRXUFH�IRU�
LQGLYLGXDO�FUHGLW�XQLRQV�DQG�DV�GHSRVLWV�JURZ��WRWDO�DVVHWV�LQFUHDVH��6LQFH�WKH�
PLQLPXP�OLTXLGLW\�WKDW�PXVW�EH�PDLQWDLQHG�ZLWK�&HQWUDO���LV�D�IXQFWLRQ�RI�FUHGLW�
XQLRQVŒ�OLDELOLWLHV��FUHGLW�XQLRQ�PLQLPXP�OLTXLGLW\�GHSRVLWV�ZLWK�&HQWUDO���ZLOO�DOVR�
LQFUHDVH��WKXV�LQFUHDVLQJ�&HQWUDO��ŒV�DVVHW�EDVH��:KHQ�FUHGLW�XQLRQV�H[SHULHQFH�
VWURQJ�ORDQ�GHPDQG��FUHGLW�XQLRQ�OLTXLGLW\�WKDW�LV�VXUSOXV�WR�WKHLU�ORDQ�GHPDQG�
ZLOO�WHQG�WR�GHFUHDVH��WKLV�WHQGV�WR�GHFUHDVH�WKHLU�H[FHVV�OLTXLGLW\�GHSRVLWV�ZLWK�
&HQWUDO���DQG�PD\�LQFUHDVH�WKHLU�GHPDQG�IRU�ORDQV�IURP�&HQWUDO���

6ROLG�GHSRVLW�JURZWK�FRQWLQXHG�WR�IXHO�JURZWK�RI�PHPEHU�FUHGLW�XQLRQ�DVVHWV��
ZKLFK�LQFUHDVHG�E\�RYHU�����SHU�FHQW�V\VWHP�ZLGH�WR�UHDFK�������ELOOLRQ�DW�
\HDU�HQG�������+RZHYHU��&HQWUDO��ŒV�DVVHWV�ZHUH�VOLJKWO\�ORZHU�\HDU�RYHU�\HDU� 
DW�������ELOOLRQ��GXH�WR�WKH�PDWXULW\�RI�DSSUR[LPDWHO\������ELOOLRQ�RI�REOLJDWLRQV�
XQGHU�WKH�&0%�SURJUDP��6WULSSLQJ�RXW�WKH�HIIHFW�RI�WKLV��&HQWUDO��ŒV�WRWDO�
DVVHWV�ZRXOG�KDYH�EHHQ�VLJQLƂFDQWO\�KLJKHU�DV�GHPDQG�E\�PHPEHU�FUHGLW�
XQLRQV�LQFUHDVHG�FUHGLW�XQLRQ�ORDQ�EDODQFHV�DQG�PLQLPXP�OLTXLGLW\�GHSRVLWV�
ZLWK�&HQWUDO�����)RU�PRUH�GHWDLOHG�FRPPHQWDU\�RQ�WKH�V\VWHPŒV������UHVXOWV��
see B.C. Credit Union System Performance and Ontario Credit Union System 

Performance, pages 15 & 16��

&HQWUDO��ŒV�DVVHWV�FRQVLVW�SULPDULO\�RI�OLTXLG�VHFXULWLHV�DQG�IXOO\�VHFXUHG�ORDQV� 
WR�FUHGLW�XQLRQV��7KH�SURSRUWLRQV�RI�WKHVH�ƃXFWXDWH�ZLWK�WKH�OHYHOV�RI�OLTXLGLW\�
LQ�WKH�V\VWHP�DQG�WKH�GHPDQG�IRU�ORDQV�IURP�&HQWUDO���E\�LWV�PHPEHUV�

&HQWUDO��ŒV�OLDELOLWLHV�FRQVLVW�SULPDULO\�RI�GHSRVLWV�IURP�FUHGLW�XQLRQV�DQG�
VHFXULWL]DWLRQ�UHODWHG�EDODQFHV��&HQWUDO���KDV�D�PDQGDWRU\�VRXUFH�RI�IXQGLQJ�
WKURXJK�WKH�UHJXODWRU\�UHTXLUHPHQW�WKDW�%�&��FUHGLW�XQLRQV�PDLQWDLQ�OLTXLGLW\�
GHSRVLWV�ZLWK�&HQWUDO���DQG�WKURXJK�/LTXLGLW\�$JUHHPHQWV�ZLWK�2QWDULR�
PHPEHU�FUHGLW�XQLRQV�

&HQWUDO���VXSSOHPHQWV�VWDWXWRU\�PLQLPXP�GHSRVLWV�ZLWK�GHSRVLWV�RI�H[FHVV�
OLTXLGLW\�IURP�FUHGLW�XQLRQV�DQG�GHSRVLWV�IURP�RUJDQL]DWLRQV�H[WHUQDO�WR�WKH�
V\VWHP��&HQWUDO���PD\��IURP�WLPH�WR�WLPH��IXUWKHU�VXSSOHPHQW�WKHVH�IXQGLQJ�
VRXUFHV�E\�DFFHVVLQJ�WKH�ƂQDQFLDO�PDUNHWV�DQG�YDULRXV�IDFLOLWLHV�RIIHUHG�E\� 
the Bank of Canada.

Funding Strategy and Sources 
'LYHUVLƂFDWLRQ��ZKLFK�SURYLGHV�ƃH[LELOLW\�DQG�PLQLPL]HV�FRQFHQWUDWLRQ�ULVN�DQG��
JHQHUDOO\��ORZHUV�WKH�FRVW�RI�IXQGV��LV�D�FUXFLDO�FRPSRQHQW�RI�&HQWUDO��ŒV�RYHUDOO�
OLTXLGLW\�PDQDJHPHQW�VWUDWHJ\��&HQWUDO��ŒV�SULPDU\�IXQGLQJ�VRXUFH�LV�GHSRVLWV�
IURP�FUHGLW�XQLRQV��WKH�PDMRULW\�RI�ZKLFK�DUH�UHTXLUHG�E\�UHJXODWLRQ�LQ�%�&��DQG�
under agreements in Ontario. 

&HQWUDO���FRPSHWHV�IRU�FUHGLW�XQLRQ�H[FHVV�OLTXLGLW\�DQG��KLVWRULFDOO\��KROGV�PRVW�
RI�WKLV�OLTXLGLW\�RQ�EHKDOI�RI�WKH�V\VWHP��6XSSOHPHQWDU\�WR�WKLV�FRUH�GHSRVLW�
EDVH�DUH�&HQWUDO��ŒV�FRPPHUFLDO�SDSHU�DQG�PHGLXP�WHUP�QRWH�SURJUDPV�DQG�� 
WR�D�OHVVHU�DPRXQW��OLQHV�RI�FUHGLW�ZLWK�RWKHU�ƂQDQFLDO�LQVWLWXWLRQV��

7KH�V\VWHP�XVHV�DVVHW�VHFXULWL]DWLRQ�SURJUDPV�DV�DQ�DOWHUQDWLYH�VRXUFH�RI�IXQGLQJ�
DQG�IRU�OLTXLGLW\�DQG�DVVHW�OLDELOLW\�PDQDJHPHQW�SXUSRVHV��$V�GLVFXVVHG�HDUOLHU�
LQ�WKH�UHSRUW��FUHGLW�XQLRQV�DQG�&HQWUDO���DFFHVV�SURJUDPV�VSRQVRUHG�E\�
&DQDGD�0RUWJDJH�DQG�+RXVLQJ�&RUSRUDWLRQ��&0+&��DV�DSSURYHG�0%6�LVVXHUV�
DQG�VHOOHUV�WR�&+7��&HQWUDO���DFWV�DV�WKH�DSSURYHG�VZDS�FRXQWHUSDUW\�WR�&+7��
DGPLQLVWUDWRU�DQG�UHLQYHVWPHQW�DJHQW�RQ�EHKDOI�RI�FUHGLW�XQLRQV�SDUWLFLSDWLQJ�
LQ�WKH�&0+&�SURJUDPV��,Q����������FUHGLW�XQLRQV�LQ�%�&��DQG�2QWDULR��DV�ZHOO� 
DV�&HQWUDO����LVVXHG�RYHU����ELOOLRQ�RI�1+$�0%6��

'XULQJ�������&HQWUDO���FRQVLVWHQWO\�KDG�RXWVWDQGLQJ�EHWZHHQ������DQG������
PLOOLRQ�LQ�FRPPHUFLDO�SDSHU�DW�DWWUDFWLYH�VSUHDGV�DV�FRPSDUHG�WR�VKRUW�WHUP�
GHEW�LQVWUXPHQWV�RIIHUHG�E\�&DQDGDŒV�ODUJHVW�FKDUWHUHG�EDQNV��GHVSLWH�WKH�
VLJQLƂFDQW�GLIIHUHQFH�LQ�SURJUDP�VL]H��,Q�������&HQWUDO���LVVXHG�WZR�ORQJHU� 
WHUP�QRWHV��D������PLOOLRQ�RQH�\HDU�)ORDWLQJ�5DWH�1RWH��)51��DQG�D������ 
PLOOLRQ�WZR�\HDU�)51�

&HQWUDO��ŒV�DELOLW\�WR�DFFHVV�XQVHFXUHG�IXQGLQJ�IURP�FDSLWDO�PDUNHWV��DQG�WKH�
FRVW�RI�VXFK�IXQGV��SULPDULO\�GHSHQGV�RQ�PDUNHW�OLTXLGLW\��LQYHVWRU�GHPDQG�DQG�
&HQWUDO��ŒV�RQJRLQJ�PDLQWHQDQFH�RI�DFFHSWDEOH�FUHGLW�UDWLQJV��&HQWUDO��ŒV�FUHGLW�
UDWLQJ�LV�ODUJHO\�GHWHUPLQHG�E\�WKH�TXDOLW\�RI�&HQWUDO��ŒV�DQG�WKH�V\VWHPŒV�DVVHWV�
and the strength of earnings.

As part of its commitment to actions that support the strength of its credit 

UDWLQJV��&HQWUDO���PHDVXUHV�DQG�PRQLWRUV�ERWK�LWV�RZQ��DQG�WKH�V\VWHPŒV��
OLTXLGLW\�FRQGLWLRQ�IURP�VWUXFWXUDO��WDFWLFDO�DQG�FRQWLQJHQW�YLHZSRLQWV�
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Structural Liquidity Risk Management 
(DFK�FUHGLW�XQLRQ�LV�XQLTXH�E\�YLUWXH�RI�LWV�ORFDO�RZQHUVKLS��LWV�JHRJUDSKLFDO�
PDUNHW��DQG�LWV�RSHUDWLQJ�SKLORVRSK\��&RQVHTXHQWO\��WKH�OLTXLGLW\�SRVLWLRQ�RI�
LQGLYLGXDO�FUHGLW�XQLRQV�YDULHV�ZLGHO\��DV�ZRXOG�WKDW�RI�LQGLYLGXDO�EDQN�EUDQFKHV�
LI�YLHZHG�LQ�LVRODWLRQ��+RZHYHU��FUHGLW�XQLRQV�DUH�GLVWLQFW�OHJDO�HQWLWLHV�DQG�DUH�
QRW�SHUPLWWHG�XQGHU�SURYLQFLDO�OHJLVODWLRQ�WR�OHQG�WR�RQH�DQRWKHU��&HQWUDO����
KRZHYHU��PD\�OHQG�WR�LWV�PHPEHU�FUHGLW�XQLRQV��+HQFH��&HQWUDO��ŒV�OHQGLQJ�DQG�
RWKHU�IXQGLQJ�SURJUDPV��VXFK�DV�VHFXULWL]DWLRQ��DFW�DV�WKH�PHFKDQLVP�E\�ZKLFK�
OLTXLGLW\�LV�UHGHSOR\HG�WKURXJKRXW�WKH�V\VWHP�

&HQWUDO���FRQVWDQWO\�PRQLWRUV�DQG�DVVHVVHV�WKH�OLTXLGLW\�UHTXLUHPHQWV�RI�WKH�
V\VWHP�LQ�OLJKW�RI�FXUUHQW�DQG�IRUHFDVW�HFRQRPLF�FRQGLWLRQV��7KLV�DOORZV�&HQWUDO���
WR�LGHQWLI\�SRWHQWLDO�OLTXLGLW\�LPEDODQFHV�DQG�WR�WDNH�FRUUHFWLYH�DFWLRQ�WKURXJK�
LWV�OLTXLGLW\�PDQDJHPHQW�IUDPHZRUN�

Tactical Liquidity Risk Management 
7DFWLFDO�OLTXLGLW\�ULVN�PDQDJHPHQW�DGGUHVVHV�WKH�QRUPDO�GD\�WR�GD\�IXQGLQJ�
UHTXLUHPHQWV�RI�&HQWUDO���DQG�WKH�V\VWHP��&HQWUDO���KDV�LPSRVHG�OLPLWV�RQ�
SURMHFWHG�QHW�IXQG�RXWƃRZV�IRU�VSHFLƂHG�VKRUW�WHUP�SHULRGV�DQG�RQ�WKH�
PLQLPXP�GHJUHH�RI�OLTXLGLW\�LQKHUHQW�LQ�LWV�SRRO�RI�PDUNHWDEOH�VHFXULWLHV�

Contingent Liquidity Risk Management 
$V�SDUW�RI�LWV�OLTXLGLW\�SODQQLQJ��&HQWUDO���UHFRJQL]HV�WKH�QHHG�WR�SODQ�IRU�DQ�
HYHQW�RI�JHQHUDO�PDUNHW�GLVUXSWLRQ��DGYHUVH�HFRQRPLF�FRQGLWLRQV�RU�VSHFLƂF�ULVNV�
WKDW�FRXOG�DIIHFW�LWV�DELOLW\�WR�PHHW�LWV�FRPPLWPHQWV�DQG�WR�SURYLGH�OLTXLGLW\��
LQ�WKH�IRUP�RI�ORDQV��WR�LWV�PHPEHUV��,Q�VXFK�DQ�HYHQW��DOO�RI�&HQWUDO��ŒV�SRRO�RI�
PDUNHWDEOH��XQHQFXPEHUHG�VHFXULWLHV�ZRXOG�EH�DYDLODEOH�IRU�WKLV�SXUSRVH�

,Q�DGGLWLRQ��VKRXOG�&HQWUDO��ŒV�PHPEHUV�H[SHULHQFH�D�GLVUXSWLRQ�WR�WKHLU�QRUPDO�
EXVLQHVV�RSHUDWLRQV��&HQWUDO���DOVR�KDV�DFFHVV�WR�HPHUJHQF\�ORDQV�WKURXJK�D�
OHJDO�DUUDQJHPHQW�ZLWK�RWKHU�SURYLQFLDO�FHQWUDO�FUHGLW�XQLRQV�XQGHU�WKH�,&/$��7KH�
,&/$�UHSODFHG�WKH�1/)$�LQ�-XO\������DQG�SURYLGHV�&HQWUDO���ZLWK�GLUHFW�DFFHVV�WR�
HPHUJHQF\�IXQGV�LQ�WKH�HYHQW�RI�D�OLTXLGLW\�GLVUXSWLRQ�LQ�LWV�ORFDO�PDUNHW�

&HQWUDO���KDV�DFFHVV�WR�LQWUD�GD\�DQG�VKRUW�WHUP�IXQGLQJ�IDFLOLWLHV�IURP�WKH�%DQN�
RI�&DQDGD�E\�YLUWXH�RI�EHLQJ�D�*URXS�&OHDUHU�DQG�DQ�/976�SDUWLFLSDQW��DV�ZHOO�DV�
ORQJHU�WHUP�IXQGLQJ�IDFLOLWLHV�WKDW�PD\�EH�RIIHUHG�WR�DOO�PDUNHW�SDUWLFLSDQWV�DW�
the discretion of the Bank.

Capital Management and Capital Resources
&HQWUDO��ŒV�VWURQJ�FDSLWDO�EDVH�FRQWULEXWHV�WR�LWV�VDIHW\��FXOWLYDWHV�VWURQJ�
LQYHVWRU�FRQƂGHQFH��VXSSRUWV�LWV�KLJK�FUHGLW�UDWLQJV�DQG�DOORZV�LW�WR�NHHS� 
SDFH�ZLWK�V\VWHP�JURZWK�

&HQWUDO��ŒV�FDSLWDO�OHYHOV�DUH�UHJXODWHG�XQGHU�IHGHUDO�JXLGHOLQHV�LVVXHG�E\�
WKH�2IƂFH�RI�WKH�6XSHULQWHQGHQW�RI�)LQDQFLDO�,QVWLWXWLRQV�&DQDGD��26),��DQG�
SURYLQFLDO�UHJXODWLRQV�DGPLQLVWHUHG�E\�),&20��3XUVXDQW�WR�IHGHUDO�UHJXODWLRQV��
&HQWUDO���LV�UHTXLUHG�WR�PDLQWDLQ�D�ERUURZLQJ�PXOWLSOH��LWV�UDWLR�RI�GHEW�WR�
UHJXODWRU\�FDSLWDO��RI�OHVV�WKDQ�������3URYLQFLDO�UHJXODWLRQV�LQ�%ULWLVK�&ROXPELD��
ZKLFK�DSSO\�WR�%�&��FUHGLW�XQLRQV�DV�ZHOO�DV�WR�&HQWUDO����XVH�D�ULVN�ZHLJKWHG�
DSSURDFK�WR�FDSLWDO�DGHTXDF\�WKDW�LV�EDVHG�RQ�VWDQGDUGV�LVVXHG�E\�WKH�%DQN�
IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��%,6���2QWDULR�SURYLQFLDO�UHJXODWLRQV��ZKLFK�DSSO\�
WR�FUHGLW�XQLRQV�LQ�2QWDULR��XVH�D�VLPLODU�ULVN�ZHLJKWHG�DSSURDFK�WR�FDSLWDO�
DGHTXDF\�DORQJ�ZLWK�WKH�UHTXLUHPHQW�WKDW�WKH�UDWLR�RI�UHJXODWRU\�FDSLWDO�WR�WRWDO�
DVVHWV�EH�DW�OHDVW�����SHU�FHQW��7KH�SURYLQFLDO�ULVN�ZHLJKWLQJV��ZKLFK�JHQHUDOO\�
SDUDOOHO�WKH�PHWKRGRORJ\�XVHG�E\�26),�WR�UHJXODWH�&DQDGLDQ�FKDUWHUHG�EDQNV��
UHTXLUH�&HQWUDO��ŒV�ULVN�ZHLJKWHG�FDSLWDO��FDOFXODWHG�E\�GLYLGLQJ�FDSLWDO�E\�ULVN�
ZHLJKWHG�DVVHWV��WR�EH�QR�OHVV�WKDQ�����SHU�FHQW��&HQWUDO���PXVW�PDLQWDLQ�D� 
ULVN�ZHLJKWHG�FDSLWDO�UDWLR�RI�DW�OHDVW����SHUFHQW�WR�HQDEOH�PHPEHU�%�&��FUHGLW�
XQLRQV�WR�ULVN�ZHLJKW�WKHLU�GHSRVLWV�ZLWK�&HQWUDO���DW�]HUR�SHU�FHQW�

:KLOH�IHGHUDO�UHJXODWLRQV�DOORZ�IRU�D�ERUURZLQJ�PXOWLSOH�RI�������&HQWUDO���VHHNV�
WR�RSHUDWH�DW�WKH�ORZHU�HQG�RI�LWV�WDUJHW�UDQJH�RI������WR�������SUHYLRXVO\������
WR�������WR�HQVXUH�WKDW�LW�KDV�WKH�FDSDFLW\�WR�DEVRUE�VXGGHQ�LQFUHDVHV�LQ�V\VWHP�
GHSRVLWV��DQ�LQFUHDVH�LQ�H[WHUQDO�ERUURZLQJV�WR�PHHW�PHPEHU�GHPDQG�IRU�
ORDQV�IURP�&HQWUDO����DQG�PDUNHW�YRODWLOLW\��$�WZR�\HDU�FRPSDULVRQ�RI�&HQWUDO�
�ŒV�FDSLWDO�DGHTXDF\��PHDVXUHG�XQGHU�ERWK�SURYLQFLDO�DQG�IHGHUDO�UHJXODWLRQV��
VKRZV�FRQWLQXHG�VWURQJ�OHYHOV�RI�FDSLWDO�DQG�VWURQJ�PDQDJHPHQW�SHUIRUPDQFH� 
LQ�RSHUDWLQJ�ZLWKLQ�UHJXODWHG�OHYHOV��Chart 15 and Chart 16, pages 38 & 39).
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,Q�-DQXDU\�������26),�SXEOLVKHG�WKH�IHGHUDO�FDSLWDO�DGHTXDF\�UHTXLUHPHQWV�
WKDW�DSSO\�WKH�%DVHO�,,,�UHJXODWLRQV�WR�EDQNV�DQG�WUXVW�DQG�ORDQ�FRPSDQLHV�LQ�
&DQDGD��&XUUHQWO\��WKHVH�UHTXLUHPHQWV�DUH�QRW�DSSOLFDEOH�WR�IHGHUDOO\�UHJXODWHG�
FRRSHUDWLYH�FUHGLW�DVVRFLDWLRQV��ŔFHQWUDOVŕ��VXFK�DV�&HQWUDO����+RZHYHU��DV�RI�
0DUFK�������26),�KDV�EHJXQ�WKH�SURFHVV�RI�GHWHUPLQLQJ�WKH�DSSOLFDWLRQ�RI�
%$6(/�,,,�WR�FHQWUDOV��26),�LV�FRJQL]DQW�WKDW�FHQWUDOV�KDYH�D�GLIIHUHQW�RSHUDWLQJ�
HQYLURQPHQW�WKDQ�WKDW�RI�WKH�EDQNV�DQG�LV�FROOHFWLQJ�LQIRUPDWLRQ�IURP�FHQWUDO�
FUHGLW�XQLRQV�WR�GHWHUPLQH�ZKDW�DVSHFWV�RI�%$6(/�,,,�PD\�EH�DSSURSULDWH��7KH�
0LQLVWU\�RI�)LQDQFH�RI�%�&��LV�DOVR�FXUUHQWO\�DVVHVVLQJ�KRZ�%$6(/�,,O�PLJKW�EH�
DSSOLHG�WR�&HQWUDO���DQG�LWV�PHPEHU�FUHGLW�XQLRQV�LQ�%�&��&HQWUDO���FRQWLQXHV�
WR�PRQLWRU�WKH�SRWHQWLDO�LPSDFW�RI�DQ\�UHYLVLRQV�WR�WKH�GHWHUPLQDWLRQ�RI�
FDSLWDO�DGHTXDF\�RQ�&HQWUDO���DQG�WKH�FUHGLW�XQLRQ�V\VWHP�
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Chart 15 - Risk Adjusted Assets

2012 2011

December 31 (Millions of dollars) Risk Weight Gross Assets Risk Adjusted Gross Assets Risk Adjusted

On Balance Sheet
Cash ����� % $ 90.2 $ 17.6 $ 100.8 $ 19.8

6HFXULWLHV ������ % 10,898.1 1,155.7 �������� 1,019.1

'HSRVLWV�ZLWK�5HJXODWHG�),V ������� % 106.3 21.2 ��� 1.1

Loans ������� % 2,613.5 557.2 ������� �����
Other ������ % 446.9 122.0 ����� �����

14,155.0 1,873.7 �������� 1,844.3

Off-Balance Sheet
Derivatives ����� % 206.2 41.2 299.4 ����
Credit Commitments ����� % 3,200.5 0.0 ������� 0.0

*XDUDQWHHV�	�/HWWHUV�RI�&UHGLW ������ % 193.8 19.3 ����� ����
3,600.5 60.5 ������� ����

7RWDO�5LVN�:HLJKWHG�$VVHWV $ 17,755.5 $ 1,934.2 $ �������� $ 1,941.1

&HQWUDO��ŒV�VKDUH�FDSLWDO��ZLWK�WKH�H[FHSWLRQ�RI�QRPLQDO�DPRXQWV��LV�HQWLUHO\�KHOG�E\�LWV�&ODVV�$�PHPEHUV��ZKLFK��FROOHFWLYHO\��FRPSULVH�WKH�%�&��DQG�2QWDULR�FUHGLW�
XQLRQ�V\VWHPV��&HQWUDO��ŒV�UXOHV�SHUPLW�LW�WR�XQFRQGLWLRQDOO\�UHTXLUH�LWV�&ODVV�$�PHPEHUV�WR�LQFUHDVH�WKHLU�LQYHVWPHQW�LQ�LWV�VKDUH�FDSLWDO��&HQWUDO��ŒV�SROLF\�UHTXLUHV� 
DQ�DQQXDO�DGMXVWPHQW�RI�&ODVV�$�VKDUH�FDSLWDO�VXEVFULSWLRQV�VR�WKDW�PHPEHU�FUHGLW�XQLRQV�FRQWULEXWH�&ODVV�$�VKDUH�FDSLWDO�LQ�SURSRUWLRQ�WR�WKHLU�DVVHWV�

$V�RI�'HFHPEHU�����������&HQWUDO��ŒV�7LHU���FDSLWDO�ZDV��������PLOOLRQ�(Chart 16, page 39��DQG�WRWDO�FDSLWDO�EHIRUH�GHGXFWLRQV�ZDV��������PLOOLRQ��,Q�GHWHUPLQLQJ�
UHJXODWRU\�FDSLWDO��DGMXVWPHQWV�DUH�UHTXLUHG�WR�DPRXQWV�UHƃHFWHG�LQ�&HQWUDO��ŒV�FRQVROLGDWHG�EDODQFH�VKHHW��'HGXFWLRQV�IURP�FDSLWDO�DUH�UHTXLUHG�IRU�FHUWDLQ�
LQYHVWPHQWV��LQFOXGLQJ�&HQWUDO��ŒV�VXEVWDQWLDO�LQYHVWPHQW�LQ�DIƂOLDWHG�FRRSHUDWLYH�RUJDQL]DWLRQV�VXFK�DV�7KH�&80,6�*URXS�/LPLWHG�
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Chart 16 - Summary of Regulatory Capital

December 31 (Millions of dollars) 2012 2011

6KDUH�&DSLWDO $ 290.3 $ 272.1

&RQWULEXWHG�6XUSOXV 87.9 87.9

Retained Earnings 368.2 304.7

/HVV��$FFXP�1HW�$IWHU�7D[�*DLQ�LQ�,QYHVWPHQW�3URSHUW\ (4.5) �����
Tier 1 Capital 741.9 �����
6XERUGLQDWHG�'HEW 168.0 �����
$GG��$FFXP�1HW�$IWHU�7D[�*DLQ�LQ�,QYHVWPHQW�3URSHUW\ 4.5 4.7

Tier 2 Capital 172.5 172.7

Total Capital 914.4 832.7

6WDWXWRU\�&DSLWDO�'HGXFWLRQV (152.9) �������
Capital Base (Federal) $ 761.5 $ �����

%RUURZLQJ�0XOWLSOH 14.4:1 ������
&DSLWDO�%DVH��3URYLQFLDO� $ 752.4 $ �����
3URYLQFLDO�5LVN�:HLJKWHG�$VVHWV 38.9 % 34.8 %

$W�WKH�HQG�RI�������&HQWUDO��ŒV�ERUURZLQJ�PXOWLSOH�RI��������������ŏ���������ZDV�ORZHU�WKDQ�WKH�WDUJHW�RSHUDWLQJ�UDQJH��8QGHU�WKH�WHUPV�RI�&HQWUDO��ŒV�&DSLWDO�
3ODQ��PDQDJHPHQW�SHULRGLFDOO\�UHYLHZV�DQG�DGMXVWV�WKH�UHTXLUHG�OHYHO�RI�&ODVV�Ŕ$ŕ�6KDUH�&DSLWDO�UHTXLUHG�WR�EH�FRQWULEXWHG�E\�LWV�FUHGLW�XQLRQ�PHPEHUV�WR�VXSSRUW�
&HQWUDOŒV�DQWLFLSDWHG�IXWXUH�DFWLYLWLHV��

Contractual Obligations
7KH�FKDUW�EHORZ�VXPPDUL]HV�&HQWUDO��ŒV�FRQWUDFWXDO�ƂQDQFLDO�REOLJDWLRQV�IRU�HDFK�RI�WKH�QH[W�ƂYH�\HDUV�DQG�WKHUHDIWHU��Chart 17, below)��$OPRVW�DOO�RI�WKH�REOLJDWLRQV�
DUH�LQFXUUHG�LQ�&HQWUDO��ŒV�UROH�DV�D�OLTXLGLW\�PDQDJHU�DQG�FRQVLVW�RI�PHPEHU�GHSRVLWV�RU�VKRUW��DQG�ORQJ�WHUP�QRWHV��0RVW�RI�WKHVH�GHSRVLWV�DUH�HLWKHU�UHTXLUHG�WR�EH�
UHQHZHG�ZLWK�&HQWUDO���E\�UHJXODWLRQ�RU�DUH�DQWLFLSDWHG�WR�EH�UH�GHSRVLWHG�ZLWK�&HQWUDO���

Chart 17 - Contractual Obligations

December 31 (Millions of dollars) < 1 Year  1 - 3 Years 4 - 5 Years > 5 Years Total

'HEW�RXWVWDQGLQJ $ ������� $ ������� $ 1,042.1 $ ŏ $ ��������
2SHUDWLQJ�OHDVHV 1.7 ��� ��� 1.9 7.8

Finance Leases ��� 0.3 ŏ ŏ 0.8

7RWDO� $ 6,007.6 $ 3,178.0 $ 1,043.7 $ 1.9 $ 10,231.2
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Off-Balance Sheet Arrangements
,Q�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV��&HQWUDO���HQWHUV�LQWR�RII�EDODQFH�VKHHW�
DUUDQJHPHQWV��ZKLFK�IDOO�LQWR�WKH�IROORZLQJ�PDLQ�FDWHJRULHV��GHULYDWLYH� 
ƂQDQFLDO�LQVWUXPHQWV�DQG�JXDUDQWHHV�

Derivative Financial Instruments
'HULYDWLYHV�DUH�SULPDULO\�XVHG�LQ�WKH�DVVHW�OLDELOLW\�PDQDJHPHQW�DFWLYLWLHV�RI�
&HQWUDO����&HQWUDO���DOVR�VWUXFWXUHV�DQG�VHOOV�D�YDULHW\�RI�GHULYDWLYH�SURGXFWV� 
WR�FUHGLW�XQLRQV�DV�WRROV�LQ�WKH�PDQDJHPHQW�RI�WKHLU�UHVSHFWLYH�EDODQFH�VKHHWV��
&HQWUDO���DOVR�DFWV�DV�DQ�LQWHUPHGLDU\�VZDS�FRXQWHUSDUW\�RQ�EHKDOI�RI�LWV�
PHPEHU�FUHGLW�XQLRQV�

'HULYDWLYH�FRQWUDFWV�JLYH�ULVH�WR�FRXQWHUSDUW\�FUHGLW�ULVN��ZKLFK�LV�PDQDJHG�
ZLWKLQ�WKH�FRQWH[W�RI�&HQWUDO��ŒV�RYHUDOO�FUHGLW�ULVN�SROLFLHV��&HQWUDO���KDV�&UHGLW�
6XSSRUW�$JUHHPHQWV��&6$��LQ�SODFH�ZLWK�DOO�RI�LWV�VLJQLƂFDQW�QRQ�FUHGLW�XQLRQ�
GHULYDWLYHV�FRXQWHUSDUWLHV��8QGHU�D�&6$��QHW�FUHGLW�SRVLWLRQV�DUH�FROODWHUDOL]HG�
ZLWK�JRYHUQPHQW�JXDUDQWHHG�VHFXULWLHV��&HQWUDO��ŒV�FUHGLW�H[SRVXUH�WR�LWV�FUHGLW�
XQLRQ�FRXQWHUSDUWLHV�LV�VHFXUHG�E\�WKH�JHQHUDO�VHFXULW\�DUUDQJHPHQWV�LW�KDV�LQ�
SODFH�ZLWK�HDFK�FUHGLW�XQLRQ�

7KH�FUHGLW�H[SRVXUH�RI�GHULYDWLYH�FRQWUDFWV�DV�PHDVXUHG�E\�ULVN�DGMXVWHG�FUHGLW�
HTXLYDOHQWV�LV�SUHVHQWHG�LQ�Chart 15 (page 38)��7KH�IDLU�YDOXH�RI�GHULYDWLYH�
positions is presented in Note 9�WR�WKH�ƂQDQFLDO�VWDWHPHQWV�

Guarantees
&HQWUDO����DV�WKH�SULPDU\�UDWHG�HQWLW\�ZLWKLQ�WKH�V\VWHP��LVVXHV�JXDUDQWHHG�
SURGXFWV�WR�PHPEHU�FUHGLW�XQLRQV�RU�RQ�EHKDOI�RI�WKHLU�PHPEHUV�WR�KHOS�WKHP�
PHHW�WKHLU�ƂQDQFLQJ�QHHGV��6LJQLƂFDQW�W\SHV�RI�VXFK�SURGXFWV�DUH�ƂQDQFLDO�
VWDQGE\�OHWWHUV�RI�FUHGLW��SHUIRUPDQFH�JXDUDQWHHV�DQG�FHUWDLQ�OLTXLGLW\�IDFLOLWLHV�� 
,Q�DGGLWLRQ�WR�JXDUDQWHHV��&HQWUDO���PDNHV�FRPPLWPHQWV�WR�LWV�PHPEHUV�WR�
H[WHQG�FUHGLW��ZKLFK�UHSUHVHQW�XQXVHG�SRUWLRQV�RI�DXWKRUL]DWLRQV�WR�H[WHQG�
FUHGLW�LQ�WKH�IRUP�RI�ORDQV��OHWWHUV�RI�FUHGLW�DQG�FDSLWDO�PDUNHW�IDFLOLWLHV��Chart 15 

(page 38���SURYLGHV�D�VXPPDU\�RI�&HQWUDO��ŒV�RII�EDODQFH�VKHHW�FRPPLWPHQWV�

Transactions and Transactions with Related Parties
Transactions
2Q�2FWREHU�����������&HQWUDO���DQG�&UHGLW�8QLRQ�&HQWUDO�$OEHUWD�/WG��
DQQRXQFHG�WKH�LQLWLDWLRQ�RI�PHUJHU�GLVFXVVLRQV�ZLWK�WKH�REMHFWLYH�RI�HQKDQFLQJ�
FRUH�VHUYLFHV�WR�VRPH�����FUHGLW�XQLRQV�LQ�$OEHUWD��%�&��DQG�2QWDULR��8QDEOH�WR�
PDNH�VLJQLƂFDQW�SURJUHVV��RQ�0DUFK���������&HQWUDO���DQG�&UHGLW�8QLRQ�&HQWUDO�
$OEHUWD�/WG��DQQRXQFHG�WKDW�PHUJHU�GLVFXVVLRQV�KDG�EHHQ�GLVFRQWLQXHG�

Transactions with Related Parties
7KHUH�ZHUH�QR�PDWHULDO�WUDQVDFWLRQV�LQ������ZLWK�UHODWHG�SDUWLHV��QRU�DUH� 
WKHUH�DQ\�FRQWHPSODWHG�DW�WKLV�WLPH�

Summary of Quarterly Results and Fourth Quarter
Quarterly Results
&HQWUDO��ŒV�ƂQDQFLDO�UHVXOWV�IRU�HDFK�RI�WKH�HLJKW�PRVW�UHFHQWO\�FRPSOHWHG�
TXDUWHUV�DUH�VXPPDUL]HG�LQ�Chart 18 (page 41��

,QWHUHVW�PDUJLQ�KDV�GHFOLQHG�TXDUWHU�RYHU�TXDUWHU�VLQFH�PLG�������(YHQWV�LQ�
ƂQDQFLDO�PDUNHWV�KDYH�UHVXOWHG�LQ�D�VXVWDLQHG�SHULRG�RI�ORZ�LQWHUHVW�UDWHV�ZKLFK�
KDV�UHVXOWHG�LQ�ORZHU�\LHOGV�RQ�ERWK�&HQWUDO��ŒV�LQWHUHVW�HDUQLQJ�DVVHWV�DQG�LWV�
LQWHUHVW�EHDULQJ�OLDELOLWLHV��%HJLQQLQJ�LQ�WKH�VHFRQG�KDOI�RI������DQG�FRQWLQXLQJ�
LQWR�������&HQWUDO���XQGHUWRRN�WR�UHGXFH�WKH�ULVN�H[SRVXUHV�LQ�LWV�LQYHVWPHQW�
SRUWIROLR��WKLV�KDV�UHVXOWHG�LQ�\LHOGV�RQ�DVVHWV�GHFOLQLQJ�PRUH�WKDQ�\LHOGV�RQ�
OLDELOLWLHV�RYHU�WKH�SDVW�\HDU�DQG�D�KDOI�

7UDGLQJ�JDLQV�DQG�ORVVHV�DQG�FKDQJHV�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV�KDYH�
D�VLJQLƂFDQW�LPSDFW�RQ�TXDUWHUO\�SURƂW�RU�ORVV�DQG�WKHLU�WLPLQJ�DQG�PDJQLWXGH�
DUH�QRW�SUHGLFWDEOH��
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Chart 18 - Central 1 Credit Union – Quarterly Earnings

Period Ended Period Ended

December 31  
(Thousands of dollars except as indicated) 31-Mar-12 30-Jun-12 30-Sep-12 31-Dec-12 31-Mar-11 30-Jun-11 30-Sep-11 31-Dec-11

7RWDO�,QWHUHVW�,QFRPH $ 79,212 $ ������ $ 74,791 $ 73,033 $ ������ $ ������� $ ������ $ 83,030

7RWDO�,QWHUHVW�([SHQVH ������ ������ ������ ������ ������� ������� 71,319 70,138 

Interest Margin 11,130 10,132 ����� 9,132 ������ ������ ������ 12,892

*DLQV�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV 30,972 22,329 ������ 2,727 ������ ������ ������ ������
&KDQJHV�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV �������� �������� ������ 3,792 ������ �������� ��������� ���������

5HFRYHU\��SURYLVLRQ��RI�FUHGLW�ORVVHV 111 ����� 872 ����� 12 ����� �������� �������
Other income ������ 27,421 ������ ������ 23,871 ������ ������ ������
2SHUDWLQJ�H[SHQVHV ��������� �������� �������� �������� ��������� ��������� ��������� ��������
,QFRPH�7D[HV �������� ����� ������� ������� �������� �������� ����� �������

3URƂW��ORVV��IRU�WKH�SHULRG $ 31,028 $ 3,988 $ ������ $ ������ $ ������� $ ����� $ ��������� $ �������

6KDUHV� 
�ZHLJKWHG�DYHUDJH�RXWVDQGLQJ�GXULQJ�WKH�TXDUWHU� 274.2 278.3 281.2 ����� ����� ����� ������ ������
(DUQLQJV�SHU�6KDUH
��FHQWV� 11.3 1.4 9.1 4.8 11.0 ��� ������� ���
(DUQLQJV�SHU�6KDUH�IXOO\�GLOXWHG��FHQWV� 11.3 1.4 9.1 4.8 11.0 ��� ������� ����

*Earnings per share calculated for a central credit union must be taken in the context that member shares may not be traded or transferred.

'XULQJ�WKH�SDVW�WZR�\HDUV��&HQWUDO���KDV�XQGHUWDNHQ�D�QXPEHU�RI�LQLWLDWLYHV�WKDW�DUH�LQWHQGHG�WR�LPSURYH�WKH�HIƂFLHQF\�RI�&HQWUDO��ŒV�RSHUDWLRQV��7KH�FRPSOHWLRQ�
RI�FHUWDLQ�RI�WKHVH�LQLWLDWLYHV�FRQWULEXWHG�WR�WKH�UHGXFWLRQ�LQ�2SHUDWLQJ�H[SHQVHV�IURP��������PLOOLRQ�LQ������WR��������PLOOLRQ�LQ�������:KLOH�WKH�WUHQG�KDV�EHHQ�
SRVLWLYH��WKH�WLPLQJ�RI�FRPSOHWLRQ�RI�WKHVH�SURMHFWV�UHVXOWHG�LQ�VRPH�YRODWLOLW\�LQ�2SHUDWLQJ�H[SHQVHV�TXDUWHU�WR�TXDUWHU��)RU�LQVWDQFH��FRVWV�DVVRFLDWHG�ZLWK�WKH�
UHYLHZ�RI�WKH�ULVN�PDQDJHPHQW�SURFHVVHV�RI�PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR�ZHUH�LQFXUUHG�LQ������ZKLFK�UHVXOWHG�LQ�ORZHU�SUHPLXP�H[SHQVH�GXULQJ������

(DUO\�LQ�������&HQWUDO���UHRUJDQL]HG�FHUWDLQ�RSHUDWLQJ�DUHDV�ZKLFK�UHVXOWHG�LQ�WKH�WUDQVLWLRQ�RI�SD\PHQW�RSHUDWLRQV�DQG�UHODWHG�IXQFWLRQV�IURP�LWV�0LVVLVVDXJD�
ORFDWLRQ�WR�LWV�RIƂFH�LQ�9DQFRXYHU��$V�D�UHVXOW�RI�WKH�UHVWUXFWXULQJ�RI�WKHVH�IXQFWLRQV��PDQDJHPHQW�DQWLFLSDWHV�WKDW�&HQWUDO���ZLOO�UHFRUG�D�FKDUJH�WR�LQFRPH�RI�
DSSUR[LPDWHO\������PLOOLRQ�LQ�WKH�ƂUVW�TXDUWHU�RI�������PRVW�RI�ZKLFK�LV�H[SHFWHG�WR�EH�RIIVHW�E\�D�UHGXFWLRQ�LQ�2SHUDWLQJ�H[SHQVHV�RYHU�WKH�UHPDLQGHU�RI�WKH�\HDU��
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Fourth Quarter 2012 compared to Fourth Quarter 2011 
Financial Income
'HVSLWH�VLJQLƂFDQW�YRODWLOLW\�LQ�WKH�IRXUWK�TXDUWHU�RI�������LQYHVWRU�ULVN�DSSHWLWH�
UHWXUQHG�DV�IHDUV�RYHU�WKH�8�6��ƂVFDO�FOLII�UHFHGHG�DQG�FHQWUDO�EDQNV�FRQWLQXHG�
WR�SURYLGH�VWLPXOXV�WR�ƂQDQFLDO�PDUNHWV�

&DQDGLDQ�HFRQRPLF�SHUIRUPDQFH�ZDV�VOXJJLVK�LQ�WKH�TXDUWHU��ZHLJKHG�GRZQ�
E\�VRIW�JOREDO�HFRQRPLF�FRQGLWLRQV�DQG�JRYHUQPHQW�HIIRUWV�WR�FRRO�WKH�KRXVLQJ�
PDUNHW��$V�D�UHVXOW��WKH�%DQN�RI�&DQDGD�LV�H[SHFWHG�WR�NHHS�LWV�RYHUQLJKW�UDWH�
XQFKDQJHG�DW�����SHU�FHQW�DW�OHDVW�XQWLO�WKH�IRXUWK�TXDUWHU�RI�������

7KH�IRXUWK�TXDUWHU�VDZ�WKH�*RYHUQPHQW�RI�&DQDGD�\LHOG�FXUYH�ƃDWWHQ�DV�\LHOGV�
ZHUH�VOLJKWO\�KLJKHU�DFURVV�PRVW�RI�WKH�FXUYH�DOWKRXJK�ORQJ�WHUP�\LHOGV�LQFUHDVHG�
E\�OHVV�WKDQ�VKRUWHU�WHUP�\LHOGV�DV�LQYHVWRUV�VKLIWHG�RXW�RI�*RYHUQPHQW�VHFXULWLHV�
LQWR�KLJKHU�\LHOGLQJ�DVVHWV��

&HQWUDO���UHDOL]HG�JDLQV�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV�RI������PLOOLRQ�DQG�
UHFRUGHG�PDUN�WR�PDUNHW�JDLQV�RQ�ƂQDQFLDO�LQVWUXPHQWV�RI������PLOOLRQ�GXULQJ�
WKH�TXDUWHU��7DNHQ�LQ�DJJUHJDWH��D�QHW�JDLQ�RI������PLOOLRQ�ZDV�UHFRUGHG�GXULQJ�
WKH�TXDUWHU��FRPSDUHG�WR�D�JDLQ�RI�������PLOOLRQ�LQ�WKH�VDPH�SHULRG�LQ������

&HQWUDO���FRQWLQXHV�WR�LQYHVW�SULPDULO\�LQ�*RYHUQPHQW�RI�&DQDGD�ERQGV��SURYLQFLDO�
JRYHUQPHQW�GHEW�DQG�VHQLRU�&DQDGLDQ�EDQN�GHEW��0DQ\�RI�WKHVH�KROGLQJV�KDYH�
EHHQ�VZDSSHG�IURP�Ƃ[HG�WR�ƃRDWLQJ�UDWH��WR�KHGJH�WKH�LQWHUHVW�UDWH�ULVN�DQG� 
WR�ORFN�LQ�DWWUDFWLYH�LQWHUHVW�UDWH�GLIIHUHQWLDOV��

:KLOH�WKLV�VWUDWHJ\�DOORZV�&HQWUDO���WR�KHGJH�LWV�H[SRVXUH�WR�FKDQJHV�LQ� 
LQWHUHVW�UDWHV�RQ�JRYHUQPHQW�LVVXHG�VHFXULWLHV��LW�GRHV�OHDYH�&HQWUDO���H[SRVHG� 
WR�FKDQJHV�LQ�FUHGLW�VSUHDGV�DQG�LQWHUHVW�UDWH�VZDS�VSUHDGV��DOWKRXJK�&HQWUDO�
�ŒV�H[SRVXUH�WR�FKDQJHV�LQ�FUHGLW�VSUHDGV�DQG�LQWHUHVW�UDWH�VZDS�VSUHDGV�KDV�
EHHQ�VLJQLƂFDQWO\�UHGXFHG�DV�D�UHVXOW�RI�WKH�GH�ULVNLQJ�VWUDWHJ\�DGRSWHG�GXULQJ�
WKH�\HDU��OHDGLQJ�WR�ORZHU�OHYHOV�RI�YRODWLOLW\�LQ�PDUN�WR�PDUNHW�JDLQV�DQG�ORVVHV�
RQ�LWV�SRUWIROLR�

'XULQJ�WKH�TXDUWHU��WKH�FRPELQDWLRQ�RI�ORZHU�FUHGLW�VSUHDGV�RQ�VHFXULWLHV�DQG�
DQ�LQFUHDVH�LQ�LQWHUHVW�UDWH�VZDS�VSUHDGV�UHVXOWHG�LQ�PDUN�WR�PDUNHW�JDLQV�RQ�
GHULYDWLYHV�H[FHHGLQJ�PDUN�WR�PDUNHW�ORVVHV�RQ�VHFXULWLHV�

7UDGLQJ�GHSRVLWV��WKH�IDLU�YDOXH�RI�ZKLFK�LV�GHWHUPLQHG�E\�UHIHUHQFH�WR�\LHOGV�RQ�
JRYHUQPHQW�LVVXHG�VHFXULWLHV��GHFUHDVHG�LQ�YDOXH�GXULQJ�WKH�SHULRG��UHVXOWLQJ�LQ�
D�PDUN�WR�PDUNHW�JDLQ�

Other Income
&HQWUDO���UHSRUWHG�RWKHU�LQFRPH�RI�������PLOOLRQ�IRU�WKH�IRXUWK�TXDUWHU�RI������
ZKLFK�ZDV�KLJKHU�WKDQ�WKH�������PLOOLRQ�UHFRUGHG�IRU�WKH�IRXUWK�TXDUWHU�RI������

7KH�7HFKQRORJ\�DQG�3D\PHQWV�6HUYLFHV�JURXS�UHYHQXHV�LQFUHDVHG�IURP�������
PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI������WR�������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI�
������,QFUHDVH�LQ�EXVLQHVV�DFWLYLW\�IURP�(OHFWURQLF�3D\PHQWV�UHSUHVHQWV�PRVW�WKH�
change from the fourth quarter of 2012 compared to the same period in 2011. 

7UHDVXU\�VHUYLFHV�UHYHQXHV�LQFUHDVHG�IURP������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�
RI������WR������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI�������UHƃHFWLQJ�DQ�LQFUHDVH�
LQ�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQ�DFWLYLW\��,QFOXGHG�LQ�RWKHU�LQFRPH�LV�&HQWUDO��ŒV�
HTXLW\�LQWHUHVW�LQ�DIƂOLDWHV�ZKLFK�LQFUHDVHG�E\������PLOOLRQ�IURP�WKH�IRXUWK� 
quarter of 2011 compared to the fourth quarter of 2012. 

2IIVHWWLQJ�WKHVH�SRVLWLYH�YDULDQFHV�ZDV�D�GHFOLQH�LQ�LQVXUDQFH�SUHPLXPV�DQG�
DVVHVVPHQW�LQFRPH�RI������PLOOLRQ�IURP�WKH�IRXUWK�TXDUWHU�RI������FRPSDUHG� 
WR�WKH�VDPH�SHULRG�LQ�������7KLV�GHFUHDVH�UHƃHFWV�FRVW�UHGXFWLRQV�DVVRFLDWHG�
ZLWK�REWDLQLQJ�LQVXUDQFH�FRYHUDJH�ZKLFK�KDV�EHHQ�SDVVHG�RQ�WR�&HQWUDO��ŒV�
PHPEHUV�DV�ZHOO�DV�D�UHGXFWLRQ�LQ�WKH�QXPEHU�RI�2QWDULR�EDVHG�PHPEHU�FUHGLW�
XQLRQV�SXUFKDVLQJ�LQVXUDQFH�DUUDQJHG�E\�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�LQ������

Operating Expenses
2SHUDWLQJ�H[SHQVHV�GHFUHDVHG�LQ�WKH�IRXUWK�TXDUWHU�IURP�������PLOOLRQ�LQ� 
�����WR�������PLOOLRQ�LQ�������6DODU\�DQG�HPSOR\HH�EHQHƂW�H[SHQVH�ZDV� 
������PLOOLRQ�GXULQJ�WKH�IRXUWK�TXDUWHU�RI������FRPSDUHG�WR�������PLOOLRQ�IRU�
WKH�VDPH�SHULRG�LQ�������&HQWUDO���UHFRUGHG�D�YDULDEOH�FRPSHQVDWLRQ�SURYLVLRQ�
RI������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI������FRPSDUHG�WR������PLOOLRQ�IRU�WKH�
VDPH�SHULRG�LQ�������7KH�SURYLVLRQ�IRU�YDULDEOH�FRPSHQVDWLRQ�UHFRUGHG�GXULQJ�
WKH�IRXUWK�TXDUWHU�RI������UHƃHFWHG�D�IXOO�\HDU�DFFUXDO�IRU�WKHVH�SD\PHQWV��
$W�WKH�HQG�RI�WKH�WKLUG�TXDUWHU�RI�������&HQWUDO���KDG�QRW�PHW�WKH�PLQLPXP�
SHUIRUPDQFH�WKUHVKROGV�RI�LWV�YDULDEOH�FRPSHQVDWLRQ�SURJUDP��ZKHUHDV�WKHVH�
WKUHVKROGV�ZHUH�PHW�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������
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2WKHU�RSHUDWLQJ�H[SHQVHV�GHFOLQHG�IURP�������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�
RI������WR�������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI�������7KH�FRVWV�RI�VDOHV�DQG�
VHUYLFHV�GHFUHDVHG�E\������PLOOLRQ�UHƃHFWLQJ�ORZHU�LQVXUDQFH�UHODWHG�H[SHQVHV�
LQFXUUHG�E\�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI������FRPSDUHG�
WR�WKH�VDPH�SHULRG�LQ�������0HDQZKLOH��SURIHVVLRQDO�IHHV�LQFXUUHG�LQ�WKH�IRXUWK�
TXDUWHU�RI������LQFUHDVHG�E\������PLOOLRQ�DV�&HQWUDO���FRPPHQFHG�D�UHYLHZ�RI�
LWV�FDSLWDO�PDQDJHPHQW��DQG�OLTXLGLW\�DQG�IXQGLQJ�ULVN�PDQDJHPHQW�SURFHVVHV��
WKLV�FRQWULEXWHG�WR�DQ�LQFUHDVH�LQ�SURIHVVLRQDO�IHHV�ODWH�LQ������

Fourth Quarter 2012 compared to Third Quarter 2012 
Financial Income
$IWHU�WKH�FUHGLW�PDUNHW�UDOO\�LQ�WKH�WKLUG�TXDUWHU�RI�������WKH�IRXUWK�TXDUWHU�
VDZ�LQYHVWRUV�FRQWLQXH�WR�VKLIW�RXW�RI�JRYHUQPHQW�VHFXULWLHV�DQG�LQWR�ULVNLHU�
DVVHWV�DJDLQVW�D�EDFNGURS�RI�VXEGXHG�JOREDO�HFRQRPLF�JURZWK�DQG�FRQWLQXHG�
government support for accommodative monetary conditions.

$V�WKH�SDFH�RI�GH�ULVNLQJ�LWV�SRUWIROLR�VORZHG��&HQWUDO���UHDOL]HG�JDLQV�RQ�GLVSRVDO�
RI�ƂQDQFLDO�LQVWUXPHQWV�RI������PLOOLRQ�DQG�UHFRUGHG�PDUN�WR�PDUNHW�JDLQV�RQ�
ƂQDQFLDO�LQVWUXPHQWV�RI������PLOOLRQ�GXULQJ�WKH�TXDUWHU��7DNHQ�LQ�DJJUHJDWH��D�
QHW�JDLQ�RI������PLOOLRQ�ZDV�UHFRUGHG��FRPSDUHG�WR�D�JDLQ�RI�������PLOOLRQ�LQ�
the third quarter in 2012.

'XULQJ�WKH�TXDUWHU��WKH�FRPELQDWLRQ�RI�ORZHU�FUHGLW�VSUHDGV�RQ�VHFXULWLHV�DQG�
DQ�LQFUHDVH�LQ�LQWHUHVW�UDWH�VZDS�VSUHDGV�UHVXOWHG�LQ�PDUN�WR�PDUNHW�JDLQV�RQ�
GHULYDWLYHV�H[FHHGLQJ�PDUN�WR�PDUNHW�ORVVHV�RQ�VHFXULWLHV�

7UDGLQJ�GHSRVLWV��WKH�IDLU�YDOXH�RI�ZKLFK�LV�GHWHUPLQHG�E\�UHIHUHQFH�WR�\LHOGV�RQ�
JRYHUQPHQW�LVVXHG�VHFXULWLHV��GHFUHDVHG�LQ�YDOXH�GXULQJ�WKH�SHULRG��UHVXOWLQJ�LQ�
D�PDUN�WR�PDUNHW�JDLQ�

Other Income 
2WKHU�LQFRPH�RI�������PLOOLRQ�GXULQJ�WKH�IRXUWK�TXDUWHU�RI������ZDV�XS�E\�
�����PLOOLRQ�FRPSDUHG�WR�������PLOOLRQ�LQ�WKH�WKLUG�TXDUWHU�RI�������'XULQJ�WKH�
IRXUWK�TXDUWHU�RI�������&HQWUDO��ŒV�HTXLW\�LQFRPH�IURP�DIƂOLDWHV�LQFUHDVHG�E\�
�����PLOOLRQ�IURP�VWURQJHU�WKDQ�H[SHFWHG�ƂQDQFLDO�SHUIRUPDQFH�FRPSDUHG�WR�
WKH�WKLUG�TXDUWHU��0DUNHWLQJ�3URJUDPV�ZLWKLQ�WKH�7UDGH�6HUYLFHV�JURXS�UHSRUWHG�
KLJKHU�UHYHQXH�LQ�WKH�TXDUWHU�RI������PLOOLRQ�RQ�VSHFLƂF�PDUNHWLQJ�SURJUDPV�

RIIHUHG�WR�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV��7UHDVXU\�VHUYLFHV�UHSRUWHG�KLJKHU�
UHYHQXH�RI������PLOOLRQ�UHƃHFWLQJ�DQ�LQFUHDVH�LQ�IRUHLJQ�H[FKDQJH�DFWLYLW\�LQ�WKH�
fourth quarter compared to the previous quarter. 

7HFKQRORJ\�DQG�3D\PHQWV�6HUYLFHVŒ�UHYHQXHV�RI�������PLOOLRQ�UHPDLQHG�XQFKDQJHG�
EHWZHHQ�WKH�WKLUG�DQG�IRXUWK�TXDUWHU�

Operating Expenses
,Q�DJJUHJDWH��RSHUDWLQJ�H[SHQVHV�ZHUH�������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�
FRPSDUHG�WR�������PLOOLRQ�LQ�WKH�WKLUG�TXDUWHU��6DODULHV�DQG�HPSOR\HH�EHQHƂW�
H[SHQVH�ZDV�������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�FRPSDUHG�WR�������PLOOLRQ�
LQ�WKH�WKLUG�TXDUWHU�RI�������7KH�GHFOLQH�LQ�VDODULHV�GXULQJ�WKH�IRXUWK�TXDUWHU�
UHƃHFWV�FHUWDLQ�UHVWUXFWXULQJ�FKDUJHV�LQFXUUHG�LQ�WKH�WKLUG�TXDUWHU�DQG�DQ�
DGMXVWPHQW�WR�YDULDEOH�FRPSHQVDWLRQ�DZDUGV�DFFUXHG�WKURXJK�6HSWHPEHU�����
�����WR�UHƃHFW�\HDU�HQG�UHVXOWV�

2WKHU�RSHUDWLQJ�H[SHQVHV�LQFUHDVHG�IURP�������PLOOLRQ�LQ�WKH�WKLUG�TXDUWHU�
RI������WR�������PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�RI�������7KH�FRVWV�RI�VDOHV�
DQG�VHUYLFHV�LQFUHDVHG�E\������PLOOLRQ�SULPDULO\�UHƃHFWLQJ�LQFUHDVHG�FRVWV�RI�
SURYLGLQJ�0DUNHWLQJ�SURGXFWV�DQG�SURJUDPV��3URIHVVLRQDO�)HHV�LQFUHDVHG�E\�
�����PLOOLRQ�LQ�WKH�IRXUWK�TXDUWHU�UHƃHFWLQJ�WKH�UHYLHZ�RI�&HQWUDO��ŒV�FDSLWDO�
PDQDJHPHQW��DQG�OLTXLGLW\�DQG�IXQGLQJ�ULVN�PDQDJHPHQW�SURFHVVHV�ZKLFK�
FRPPHQFHG�LQ�6HSWHPEHU�

Accounting and Control Matters 
&HQWUDO��ŒV������$QQXDO�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�KDYH�EHHQ�SUHSDUHG�
LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56��DV�GHVFULEHG�
in Note 2 to those statements.

Critical Accounting Policies and Estimates 
&HQWUDO��ŒV�DFFRXQWLQJ�SROLFLHV�DUH�GHVFULEHG�LQ�Note 3 WR�LWV������DQQXDO�
FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��&HUWDLQ�RI�WKHVH�SROLFLHV��DV�ZHOO�DV�HVWLPDWHV�
PDGH�E\�PDQDJHPHQW�LQ�DSSO\LQJ�VXFK�SROLFLHV��DUH�FRQVLGHUHG�FULWLFDO�EHFDXVH�
WKH\�UHTXLUH�PDQDJHPHQW�WR�PDNH�VXEMHFWLYH�RU�FRPSOH[�MXGJPHQWV�DERXW�
PDWWHUV�WKDW�DUH�LQKHUHQWO\�XQFHUWDLQ�
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,Q�SUHSDULQJ�&HQWUDO��ŒV������DQQXDO�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��
PDQDJHPHQW�LV�UHTXLUHG�WR�PDNH�HVWLPDWHV�DQG�MXGJPHQWV�DERXW�WKH�IXWXUH�
EDVHG�RQ�LQIRUPDWLRQ�DV�RI�WKH�GDWH�RI�WKH�ƂQDQFLDO�VWDWHPHQWV��&HUWDLQ�
DPRXQWV�UHFRUGHG�LQ�WKH�ƂQDQFLDO�VWDWHPHQWV��LQFOXGLQJ�ƂQDQFLDO�LQVWUXPHQWV�
PHDVXUHG�DW�IDLU�YDOXH��UHFRYHUDELOLW\�RI�ORDQV��DFFRXQWLQJ�IRU�VHFXULWL]DWLRQ�
WUDQVDFWLRQV��LQFRPH�WD[HV��DQG�SRVW�HPSOR\PHQW�EHQHƂWV��UHTXLUH�PDQDJHPHQW�
WR�PDNH�VXEMHFWLYH�RU�FRPSOH[�MXGJPHQWV��Note 4 WR�&HQWUDO��ŒV������DQQXDO�
FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�SURYLGHV�DGGLWLRQDO�GHWDLOV�UHJDUGLQJ�HVWLPDWHV�
DQG�MXGJPHQWV�XVHG�E\�PDQDJHPHQW�LQ�SUHSDULQJ�&HQWUDO��ŒV�ƂQDQFLDO�VWDWHPHQWV�

Future Changes in Accounting Policies
IFRS 9 – Financial Instruments
,Q�1RYHPEHU�������WKH�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��,$6%��
LVVXHG�,)56���ő)LQDQFLDO�,QVWUXPHQWVŒ��ő,)56���������Œ��ZKLFK�LQWURGXFHG�QHZ�
UHTXLUHPHQWV�IRU�WKH�FODVVLƂFDWLRQ�DQG�PHDVXUHPHQW�RI�ƂQDQFLDO�DVVHWV��,Q�
2FWREHU�������WKH�,$6%�LVVXHG�DGGLWLRQV�WR�,)56����ő,)56���������Œ��UHODWLQJ�
WR�ƂQDQFLDO�OLDELOLWLHV��7RJHWKHU��WKHVH�FKDQJHV�UHSUHVHQW�WKH�,$6%ŒV�SODQQHG�
UHSODFHPHQW�RI�,$6����ő)LQDQFLDO�,QVWUXPHQWV��5HFRJQLWLRQ�DQG�0HDVXUHPHQWŒ�
�ő,$6���Œ��ZLWK�D�OHVV�FRPSOH[�DQG�LPSURYHG�VWDQGDUG�IRU�ƂQDQFLDO�LQVWUXPHQWV�

7KH�,$6%�KDV�GHFLGHG�WR�SRVWSRQH�WKH�PDQGDWRU\�DSSOLFDWLRQ�RI�,)56���XQWLO�
-DQXDU\����������,)56���LV�UHTXLUHG�WR�EH�DSSOLHG�UHWURVSHFWLYHO\��

7KH�PDLQ�FKDQJHV�DVVRFLDWHG�ZLWK�WKH�UHSODFHPHQW�RI�,$6����ZLWK�,)56���DUH�
VXPPDUL]HG�EHORZ�

$OO�ƂQDQFLDO�DVVHWV�WKDW�DUH�FXUUHQWO\�LQ�WKH�VFRSH�RI�,$6����ZLOO�EH�FODVVLƂHG�DV�
HLWKHU�DPRUWL]HG�FRVW�RU�IDLU�YDOXH��7KH�DYDLODEOH�IRU�VDOH��KHOG�WR�PDWXULW\�DQG�
ORDQV�DQG�UHFHLYDEOHV�FDWHJRULHV�ZLOO�QR�ORQJHU�H[LVW��)LQDQFLDO�DVVHWV�DUH�WR�
EH�PHDVXUHG�DW�DPRUWL]HG�FRVW�LI�WKH�FRQWUDFWXDO�FDVK�ƃRZV�RI�WKH�LQVWUXPHQW�
DUH�VROHO\�SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�SULQFLSDO�RXWVWDQGLQJ�DQG�
WKH�HQWLW\�GHPRQVWUDWHV�WKH�LQWHQWLRQ�RI�KROGLQJ�WKH�ƂQDQFLDO�DVVHWV�IRU�WKH�
FROOHFWLRQ�RI�WKH�FRQWUDFWXDO�FDVK�ƃRZV��:LWK�FHUWDLQ�H[FHSWLRQV�WKDW�DUH�QRW�
DQWLFLSDWHG�WR�EH�VLJQLƂFDQW�WR�&HQWUDO����DOO�RWKHU�ƂQDQFLDO�DVVHWV�DUH�WR�EH�
PHDVXUHG�DW�IDLU�YDOXH��ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�

$Q�HQWLW\�ZRXOG�EH�SHUPLWWHG�WR�GHVLJQDWH�D�ƂQDQFLDO�DVVHW�RWKHUZLVH�PHHWLQJ�
WKH�DPRUWL]HG�FRVW�FULWHULD�DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV�LI�GRLQJ�VR�
VLJQLƂFDQWO\�UHGXFHV�RU�HOLPLQDWHV�DQ�DFFRXQWLQJ�PLVPDWFK��&HQWUDO���LQWHQGV�
WR�DGRSW�,)56����������LQ�LWV�ƂQDQFLDO�VWDWHPHQWV�IRU�WKH�DQQXDO�SHULRG�EHJLQQLQJ�
RQ�-DQXDU\����������,W�LV�H[SHFWHG�WKDW�,)56����ZKHQ�LQLWLDOO\�DSSOLHG��ZLOO�KDYH�
D�VLJQLƂFDQW�LPSDFW�RQ�&HQWUDO��ŒV�ƂQDQFLDO�VWDWHPHQWV��VLQFH�LW�ZLOO�EH�UHTXLUHG�
WR�EH�DSSOLHG�UHWURVSHFWLYHO\��+RZHYHU��&HQWUDO���LV�QRW�DEOH�DW�WKLV�WLPH�WR�
HVWLPDWH�UHDVRQDEO\�WKH�LPSDFW�WKDW�,)56����������ZLOO�KDYH�RQ�WKH�ƂQDQFLDO�
statements.

IFRS 10 – Consolidated Financial Statements, IFRS 12 – Disclosure of 
Interests in Other Entities & IFRS 13 – Fair Value Measurement
,)56����UHTXLUHV�D�SDUHQW�WR�SUHVHQW�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�DV�WKRVH�
RI�D�VLQJOH�HFRQRPLF�HQWLW\��UHSODFLQJ�WKH�UHTXLUHPHQWV�SUHYLRXVO\�FRQWDLQHG�LQ�
,$6����&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV�DQG�6,&����&RQVROLGDWLRQ�
ŏ�6SHFLDO�3XUSRVHV�(QWLWLHV��7KH�6WDQGDUG�LGHQWLƂHV�WKH�SULQFLSOHV�RI�FRQWURO��
GHWHUPLQHV�KRZ�WR�LGHQWLI\�ZKHWKHU�DQ�LQYHVWRU�FRQWUROV�DQ�LQYHVWHH�DQG�
WKHUHIRUH�PXVW�FRQVROLGDWH�WKH�LQYHVWHH��DQG�VHWV�RXW�WKH�SULQFLSOHV�IRU�WKH�
SUHSDUDWLRQ�RI�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��7KH�6WDQGDUG�LQWURGXFHV�D�
VLQJOH�FRQVROLGDWLRQ�PRGHO�IRU�DOO�HQWLWLHV�EDVHG�RQ�FRQWURO��LUUHVSHFWLYH�RI� 
the nature of the investee.

,)56����UHTXLUHV�DQ�HQWLW\�WR�GLVFORVH�LQIRUPDWLRQ�WKDW�HQDEOHV�XVHUV�RI�LWV�
ƂQDQFLDO�VWDWHPHQWV�WR�HYDOXDWH�WKH�QDWXUH�RI��DQG�ULVNV�DVVRFLDWHG�ZLWK��LWV�
LQWHUHVWV�LQ�RWKHU�HQWLWLHV��DQG�WKH�HIIHFWV�RI�WKRVH�LQWHUHVWV�RQ�LWV�ƂQDQFLDO�
SRVLWLRQ��ƂQDQFLDO�SHUIRUPDQFH�DQG�FDVK�ƃRZV�

,)56����UHSODFHV�WKH�JXLGDQFH�RQ�IDLU�YDOXH�PHDVXUHPHQW�LQ�H[LVWLQJ�,)56�
DFFRXQWLQJ�OLWHUDWXUH�ZLWK�D�VLQJOH�VWDQGDUG��7KH�VWDQGDUG�DOVR�HVWDEOLVKHV�
D�IUDPHZRUN�IRU�PHDVXULQJ�IDLU�YDOXH�DQG�VHWV�RXW�GLVFORVXUH�UHTXLUHPHQWV�
IRU�IDLU�YDOXH�PHDVXUHPHQWV�WR�SURYLGH�LQIRUPDWLRQ�WKDW�HQDEOHV�ƂQDQFLDO�
VWDWHPHQW�XVHUV�WR�DVVHVV�WKH�PHWKRGV�DQG�LQSXWV�XVHG�WR�GHYHORS�IDLU�YDOXH�
PHDVXUHPHQWV��&HQWUDO���LQWHQGV�WR�DGRSW�,)56��������	����SURVSHFWLYHO\�LQ� 
LWV�ƂQDQFLDO�VWDWHPHQWV�IRU�WKH�DQQXDO�SHULRG�EHJLQQLQJ�RQ�-DQXDU\���������� 
7KH�LPSDFW�RI�WKH�DGRSWLRQ�RI�WKHVH�,)56ŒV�KDV�QRW�\HW�EHHQ�GHWHUPLQHG�
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Controls and Procedures 
Disclosure Controls and Procedures
'LVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�DUH�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�
DVVXUDQFH�WKDW�DOO�UHOHYDQW�LQIRUPDWLRQ�LV�JDWKHUHG�DQG�UHSRUWHG�RQ�D�WLPHO\� 
EDVLV�WR�VHQLRU�PDQDJHPHQW��VR�WKDW�DSSURSULDWH�GHFLVLRQV�FDQ�EH�PDGH�
UHJDUGLQJ�SXEOLF�GLVFORVXUH��$V�DW�WKH�HQG�RI�WKH�SHULRG�FRYHUHG�E\�WKLV�
0DQDJHPHQWŒV�'LVFXVVLRQ�DQG�$QDO\VLV��PDQDJHPHQW�HYDOXDWHG�&HQWUDO��ŒV�
GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�DV�UHTXLUHG�E\�&DQDGLDQ�VHFXULWLHV�ODZV��

%DVHG�RQ�WKDW�HYDOXDWLRQ��PDQDJHPHQW�KDV�FRQFOXGHG�WKDW�WKH�GLVFORVXUH�
FRQWUROV�DQG�SURFHGXUHV�ZHUH�HIIHFWLYH�LQ�SURYLGLQJ�UHDVRQDEOH�DVVXUDQFH�
WKDW�LQIRUPDWLRQ�UHTXLUHG�WR�EH�GLVFORVHG�LQ�&HQWUDO��ŒV�ƂOLQJV��DV�VXFK�WHUP�
LV�GHƂQHG�XQGHU�WKH�&DQDGLDQ�6HFXULWLHV�$GPLQLVWUDWRUVŒ�1DWLRQDO�,QVWUXPHQW�
�������ŏ�&HUWLƂFDWLRQ�RI�'LVFORVXUH�LQ�,VVXHUVŒ�$QQXDO�DQG�,QWHULP�)LOLQJV��
LV�UHFRUGHG��SURFHVVHG��VXPPDUL]HG�DQG�UHSRUWHG�ZLWKLQ�WKH�WLPH�SHULRGV�
VSHFLƂHG�E\�WKRVH�ODZV��DQG�WKDW�PDWHULDO�LQIRUPDWLRQ�LV�DFFXPXODWHG�DQG�
FRPPXQLFDWHG�WR�PDQDJHPHQW�DV�DSSURSULDWH�WR�DOORZ�WLPHO\�GHFLVLRQV�
UHJDUGLQJ�UHTXLUHG�GLVFORVXUH�

Internal Controls and Procedures
&HQWUDO���HYDOXDWHG�WKH�GHVLJQ�RI�LWV�LQWHUQDO�FRQWUROV�DQG�SURFHGXUHV�RYHU�
ƂQDQFLDO�UHSRUWLQJ�DV�GHƂQHG�XQGHU�1DWLRQDO�,QVWUXPHQW��������IRU�WKH�
\HDU�HQGHG�'HFHPEHU�����������%DVHG�RQ�WKDW�HYDOXDWLRQ��PDQDJHPHQW�KDV�
FRQFOXGHG�WKDW�WKH�GHVLJQ�RI�LWV�LQWHUQDO�PRQLWRULQJ�FRQWUROV�DQG�SURFHGXUHV� 
RYHU�ƂQDQFLDO�UHSRUWLQJ�ZDV�HIIHFWLYH��

7KHUH�KDV�EHHQ�QR�FKDQJH�LQ�&HQWUDO��ŒV�GHVLJQ�RI�LQWHUQDO�FRQWUROV�DQG�
SURFHGXUHV�RYHU�ƂQDQFLDO�UHSRUWLQJ�WKDW�KDV�PDWHULDOO\�DIIHFWHG��RU�LV�UHDVRQDEO\�
OLNHO\�WR�PDWHULDOO\�DIIHFW��&HQWUDO��ŒV�LQWHUQDO�FRQWURO�RYHU�ƂQDQFLDO�UHSRUWLQJ�
GXULQJ�WKH�SHULRG�FRYHUHG�E\�WKLV�0DQDJHPHQWŒV�'LVFXVVLRQ�DQG�$QDO\VLV�
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Central 1 Credit Union - Three Year Summary – IFRS Statement of Financial Position

December 31 (Millions of dollars unless otherwise indiciated) 2012 2011 2010

Assets
&DVK�DQG�FDVK�HTXLYDOHQWV $ 90.24 $ 100.80 $ 121.29

'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 106.28 ���� ������
3OHGJHG�WUDGLQJ�DVVHWV 135.57 ����� ������
Reinvestment assets under the CMB and IMPP Programs 1,652.24 �������� ��������
1RQ�3OHGJHG�WUDGLQJ�DVVHWV 2,607.95 �������� ��������
Derivative assets 34.02 ����� 129.10

Loans 2,052.00 2,482.41 1,109.18

Investment securities 6,386.58 3,891.04 ��������
6HFXUHG�ORDQV�WR�PHPEHUV 561.51 �������� ��������
&XUUHQW�WD[�DVVHWV – ŏ 3.18

Property and equipment 17.30 ����� 17.09

,QWDQJLEOH�DVVHWV 6.41 ���� 4.11

'HIHUUHG�WD[�DVVHWV 6.39 8.20 ����
,QYHVWPHQW�LQ�DIƂOLDWHV� 115.79 ������ ������
Other 382.76 ������ �����
7RWDO�$VVHWV $ 14,155.04 $ ��������� $ ���������

Liabilities
Deposits designated as trading $ 2,286.08 $ 2,034.22 $ ��������
'HULYDWLYH�OLDELOLWLHV 216.04 ������ 80.12

'HEW�VHFXULWLHV�LVVXHG 1,170.80 ������ ������
Deposits 6,564.34 �������� ��������
2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�3URJUDPV 2,259.99 �������� 3,280.11

6XERUGLQDWHG�OLDELOLWLHV 168.86 ������ ������
Provisions 5.28 ���� ����
6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV 201.43 ����� ������
&XUUHQW�WD[�OLDELOLWLHV 2.58 4.28 ŏ
'HIHUUHG�WD[�OLDELOLWLHV 3.09 3.09 2.14

Other 464.00 ������ ������
13,342.49 ��������� ���������

Equity
6KDUH�FDSLWDO 290.30 ������ ������
&RQWULEXWHG�VXUSOXV 87.90 87.90 87.90

Retained earnings 368.18 ������ 300.13

$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�,QFRPH 51.57 ����� �����
Reserves 4.99 ���� ����

7RWDO�HTXLW\�DWWULEXWDEOH�WR�PHPEHUV�RI�&HQWUDO�� 802.94 ������ ������
1RQ�FRQWUROOLQJ�LQWHUHVW 9.61 9.09 8.38

812.55 ������ ������
7RWDO�/LDELOLWLHV�DQG�(TXLW\ $ 14,155.04 $ ��������� $ ���������
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,)56�3URƂW�DQG�/RVV�ŏ�)RU�WKH�<HDU�(QGHG

December 31 (Millions of dollars unless otherwise indiciated) 2012 2011 2010

Interest Income 

6HFXULWLHV $ 151.29 $ 184.30 $ ������
'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 0.30 1.03 1.42

Loans 42.58 ����� 22.30

6HFXUHG�ORDQV�DQG�UHLQYHVWPHQW�DVVHWV 110.01 ������ 117.32

304.18 ������ ������

,QWHUHVW�([SHQVH
'HEW�VHFXULWHV�LVVXHG 16.50 13.78 12.08

Deposits 129.64 142.80 ������
2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�3URJUDPV 111.61 ������ ������
6XERUGLQDWHG�OLDELOLWLHV 6.55 8.38 8.27

264.30 ������ ������

Interest Margin 39.88 ����� �����
*DLQV�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV 66.62 98.41 44.00

&KDQJH�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV (15.04) �������� �������
1HW�ƂQDQFLDO�LQFRPH 91.46 43.04 77.43

�5HFRYHU\��SURYLVLRQ�IRU�FUHGLW�ORVVHV (2.42) ���� 4.41

93.88 37.73 73.02

Other Income 107.06 101.93 �����
1HW�ƂQDQFLDO�DQG�RWKHU�,QFRPH 200.94 ������ ������

2SHUDWLQJ�([SHQVHV
6DODULHV�DQG�HPSOR\HH�EHQHƂWV 62.02 ����� �����
Premises and equipment 9.94 ���� 10.08

2WKHU�DGPLQLVWUDWLYH�H[SHQVHV 43.10 ����� �����
115.06 120.28 ������

3URƂW�EHIRUH�LQFRPH�WD[HV 85.88 19.38 �����
,QFRPH�WD[HV 11.53 ���� ����

3URƂW�IRU�WKH�\HDU $ 74.35 $ ����� $ �����
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Statistical 2012 2011 2010

Average Assets $ 14,443.00 $ ��������� $ ���������
$YHUDJH�&DVK��6HFXULWLHV�DQG�'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 8,882.00 �������� 8,104.34

Average Loans 1,936.00 �������� ��������
$YHUDJH�'HEW�VHFXULWLHV�LVVXHG 706.00 ������ ������
$YHUDJH�6XERUGLQDWHG�OLDELOLWLHV 169.00 208.00 200.91

Gross Income 411.24 ������ ������
Interest Income 304.18 ������ ������
,QWHUHVW�([SHQVH 264.30 ������ ������
Interest Margin 39.88 ����� �����
��3URƂW�IRU�WKH�\HDU $ 74.35 $ ����� $ �����

As a Percent of Average Assets
$YHUDJH�&DVK�	�6HFXULWLHV�DQG�'HSRVLWV�ZLWK�UHJXODWHG�),ŒV 61.50 % ����� % ����� %

Average Loans 13.40 % ����� % 10.03 %

$YHUDJH�'HEW�VHFXULWLHV�LVVXHG 4.89 % 3.80 % 4.03 %

$YHUDJH�6XERUGLQDWHG�OLDEOLOLWLHV 1.17 % 1.44 % 1.48 %

Gross Income 2.85 % 3.04 % 3.00 %

Interest Income 2.11 % 2.33 % ���� %

,QWHUHVW�([SHQVH 1.83 % ���� % 1.88 %

Interest Margin 0.28 % 0.38 % 0.39 %

1HW�)LQDQFLDO�,QFRPH 0.64 % 0.30 % ���� %

3URƂW�EHIRUH�7D[HV 0.59 % 0.13 % ���� %

����3URƂW�IRU�WKH�<HDU 0.51 % 0.12 % 0.32 %

Yields / Costs
&DVK��6HFXULWLHV�DQG�GHSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 1.71 % 2.07 % ���� %

Loans 2.20 % 2.10 % ���� %

'HEW�VHFXULWLHV�LVVXHG� 2.34 % ���� % 2.22 %

Returns on Average: 
Assets 0.51 % 0.12 % 0.32 %

6KDUH�&DSLWDO 26.52 % ���� % ����� %

Equity 9.61 % ���� % ���� %

Returns on Average: 
$VVHWV��EHIRUH�WD[HV�	�GLYLGHQGV� 0.59 % 0.13 % ���� %

6KDUH�&DSLWDO��EHIRUH�WD[HV�	�GLYLGHQGV� 30.63 % 10.40 % ����� %

(TXLW\��EHIRUH�WD[HV�	�GLYLGHQGV� 11.10 % 3.08 % 8.23 %

Dividends as % Year-End Capital 4.11 % ���� % ���� %

Debt/Equity Ratio 16.42 19.13 22.04

Dividends Per Share - Class A, B and C (cents) 2.00 2.00 2.00

Dividends Per Share - Class E (cents) 200.00 200.00 200.00

Average Deposits $ 8,759.00 $ 9,197.00 $ 8,119.92

Average Notes 705.50 ������ ������
Average Repurchase Agreemeents 180.20 138.00 ������
Average Share Capital 280.35 ������ ������
Average Equity 774.00 ������ ������
Dividends (millions) 11.92 ����� ����
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Central 1 Credit Union - Two Year Summary – CGAAP

December 31 (Millions of dollars unless otherwise indicated) 2009 2008

Assets
Cash $ 202.59 $ 228.38

6HFXULWLHV 8,254.18 ��������
$PRXQWV�RQ�GHSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV��� 54.75 ������
Loans 2,165.96 ��������
Other 378.17 477.39

7RWDO�$VVHWV $ 11,055.65 $ ��������

Liabilities
Notes $ 465.29 $ ������
1RQ�&UHGLW�8QLRQ�'HSRVLWV 301.72 ������
&UHGLW�8QLRQ�'HSRVLWV 8,578.26 ��������
2EOLJDWLRQV�UHODWHG�WR�VHFXULWLHV�VROG�XQGHU�UHSXUFKDVH�DJUHHPHQWV 748.65 193.33

Other 209.80 ������
10,303.72 ��������

Subordinated Debt 200.58 �����

Members’ Equity
6KDUH�FDSLWDO 162.58 ������
&RQWULEXWHG�6XUSOXV 87.90 87.90

Retained Earnings 262.05 ������
$FFXPXODWHG�2WKHU�&RPSUHKHQVLYH�,QFRPH 38.82 ������

551.35 ������
Total Liabilities and Members’ Equity $ 11,055.65 $ ��������
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Income Statement - For The Year Ended 2009 2008

Interest Income

6HFXULWLHV $ 181.90 $ ������
$PRXQWV�RQ�'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV� 2.28 ����
Loans 22.94 74.81

207.12 ������
,QWHUHVW�H[SHQVH

Notes 8.25 30.70

Deposits 125.39 173.08

6XERUGLQDWHG�'HEW 3.50 2.21

137.14 ������
Interest Margin 69.98 47.10

*DLQV�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV 18.12 �����
&KDQJH�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV 52.46 �������
1HW�)LQDQFLDO�LQFRPH 140.56 �����
�5HFRYHU\��SURYLVLRQ�IRU�FUHGLW�ORVVHV 1.46 1.11

139.10 43.47

Other Income 87.60 73.89

Net interest and other income 226.70 ������
2SHUDWLQJ�([SHQVHV 109.64 �����
,QFRPH�IURP�RSHUDWLRQV�EHIRUH�XQXVXDO�LWHPV 117.06 33.90

8QXVXDO�LWHPV ŏ ������
,QFRPH�EHIRUH�,QFRPH�7D[HV 117.06 �����
,QFRPH�7D[HV 17.16 4.90

Net Income $ 99.90 $ �����
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Statistical 2009 2008

Average Assets $ 9,371.72 $ ��������
$YHUDJH�&DVK��6HFXULWLHV�DQG�$PRXQWV�RQ�'HSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 7,788.49 ��������
Average Loans 1,266.80 ��������
$YHUDJH�'HEW� 8,577.46 ��������
$YHUDJH�6XERUGLQDWHG�'HEW 87.85 �����
Gross Income 294.73 ������
Interest Income 207.13 ������
,QWHUHVW�([SHQVH 137.14 ������
Interest Margin 69.98 47.10

Net Income $ 99.90 $ �����

As A Percent Of Average Assets
$YHUDJH�&DVK�	�6HFXULWLHV�DQG�$PRXQWV�RQ�'HSRVLW 83.11 % ����� %

Average Loans 13.52 % ����� %

$YHUDJH�'HEW 91.52 % 92.00 %

$YHUDJH�6XERUGLQDWHG�'HEW 0.94 % ���� %

Gross Income 3.14 % ���� %

Interest Income 2.21 % 3.83 %

,QWHUHVW�([SHQVH 1.46 % 3.12 %

Interest Margin 0.75 % 0.71 %

,QWHUHVW�0DUJLQ�DQG�JDLQV�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV 1.48 % ���� %

1HW�,QFRPH�EHIRUH�7D[HV 1.25 % 0.48 %

Net Income 1.07 % 0.40 %

Yields / Costs
&DVK��6HFXULWLHV�DQG�$PRXQWV�RQ�GHSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 2.36 % 4.02 %

Loans 1.81 % 3.80 %

'HSRVLWV�	�1RWHV 1.56 % ���� %

Returns on Average: 
Assets 1.07 % 0.40 %

&DSLWDO 61.45 % 19.41 %

Equity 19.62 % ���� %

Returns on Average: 
$VVHWV��EHIRUH�WD[HV�	�GLYLGHQGV� 1.25 % 0.48 %

&DSLWDO��EHIRUH�WD[HV�	�GLYLGHQGV� 72.00 % 22.99 %

(TXLW\��EHIRUH�WD[HV�	�GLYLGHQGV� 23.00 % 9.11 %

Dividends as % Year-End Capital 15.89 % 4.10 %

Debt/Equity Ratio 18.69 �����
Dividends Per Share - Class A, B and C (cents) 12.00 4.10

Dividends Per Share - Class E (cents) 200.00 ŏ
Average Deposits 7,330.00 ��������
Average Notes 532.47 ������
Average Repurchase Agreemeents 714.99 �����
Average Capital 162.58 ������
Average Equity 509.08 ������
Dividends (millions) 25.84 ����
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Five Year Summary: British Columbia Credit Union System 

As at December 31 (Millions of dollars) 2012 2011 2010 2009 2008

&DVK�	�&HQWUDO���2SHUDWLQJ�$FFRXQW $ 598.44 $ ������ $ ������ $ ������ $ 444.48

,QYHVWPHQWV�� ŏ�/LTXLG 6,529.78 �������� �������� �������� ��������
� ŏ�2WKHU 194.20 ������ ������ 121.90 117.10

Loans2 48,825.61 ��������� 41,402.70 ��������� ���������
Other 1,044.67 ������ 881.79 ������ ��������
Total Assets $ 57,192.70 $ ��������� $ ��������� $ ��������� $ ���������
%RUURZHG�)XQGV 3,031.47 �������� 1,484.14 �������� 2,931.74

0HPEHUVŒ�'HSRVLWV 49,769.14 ��������� 44,107.02 42,420.77 ���������
1RQ�(TXLW\�6KDUHV 64.91 ����� ����� ����� �����
5HWDLQHG�(DUQLQJV�	�(TXLW\�6KDUHV 3,366.77 3,144.84 �������� �������� ��������
3D\DEOHV�	�2WKHU 960.41 990.41 ������ 817.32 1,071.73

Total Liabilities $ 57,192.70 $ ��������� $ ��������� $ ��������� $ ���������

For the Year Ended
Average Assets 55,363.66 ��������� 48,231.73 ��������� ���������
Average Liquidity 7,080.75 7,383.81 �������� �������� ��������
Average Loans 47,092.21 ��������� 40,284.23 ��������� ���������
Average Deposits 48,150.31 ��������� ��������� ��������� 37,034.37

)LQDQFLDO�0DUJLQ 1,220.43 �������� �������� �������� ��������
1RQ�)LQDQFLDO�,QFRPH 257.83 ������ ������ 330.78 ������
1RQ�)LQDQFLDO�([SHQVH 1,151.60 1,098.00 �������� 1,048.08 1,022.83

1HW�/RDQ�/RVV�([SHQVH 36.57 42.11 ����� ����� �����
Net Operating Income 326.60 397.40 ������ ������ ������
,QFRPH�7D[HV 59.87 47.32 71.91 41.91 49.47

Net Income3 266.73 ������ ������ ������ 227.12

Return on Equity 7.83 11.12 10.70 9.20 9.12
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Five Year Summary: British Columbia Credit Union System 

As at December 31 (Millions of dollars) 2012 2011 2010 2009 2008

Statistical
As a Percentage of Average Assets

Average Liquidity 12.79 14.18 14.33 13.74 11.24

Average Loans 85.06 83.81 ����� ����� �����
Average Deposits 86.97 ����� ����� ����� �����
Gross Income 4.14 4.40 ���� ���� ����
)LQDQFLDO�,QFRPH 3.69 3.92 3.98 ���� ����
)LQDQFLDO�([SHQVH 1.49 ���� ���� 1.94 2.92

)LQDQFLDO�0DUJLQ 2.20 ���� ���� 2.32 2.42

1RQ�)LQDQFLDO�,QFRPH 0.47 ���� ���� 0.72 0.72

1RQ�)LQDQFLDO�([SHQVH 2.08 2.11 2.29 2.29 ����
1HW�/RDQ�/RVV�([SHQVH 0.07 0.08 0.11 0.12 ����
Net Operating Income 0.59 ���� 0.79 ���� ����
,QFRPH�7D[HV 0.11 0.09 ���� 0.09 0.11

Net Income 0.48 ���� ���� ���� ����

Yields/Costs
Investments4 1.92 % 2.01 % 1.82 % 2.79 % 3.34 %

Loans 4.03 % 4.33 % 4.40 % ���� % ���� %

Deposits 1.60 % 1.71 % 1.70 % 2.12 % 3.09 %

1XPEHU�RI�&UHGLW�8QLRQV 44 �� �� �� 48

1XPEHU�RI�%UDQFKHV� 369 371 370 ��� 373

1XPEHU�RI�$70V 555 ��� ��� ��� ���
1XPEHU�RI�0HPEHUV 1,872,992 ��������� 1,731,700 ��������� ���������

1 Income statement for three credit unions with September 30 year-end is adjusted to twelve months ending December 31.
2 Figures are net of allowance for doubtful loans, but include accrued interest.
3 After taxes, before dividends, patronage refunds and capital gains/extraordinary items.
4 Excludes net interest income on Interest Rate/Foreign Exchange Contracts and Trading Gains (Losses).
5 Excludes credit union insurance subsidiaries.
��1RWH�������ƂJXUHV�DUH�XQDXGLWHG
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Five Year Summary: Ontario Credit Union System 

As at December 31 (Millions of dollars) 2012 2011 2010 2009 2008

&DVK�	�&HQWUDO���2SHUDWLQJ�$FFRXQW
&DVK�	�,QYHVWPHQWV
,QYHVWPHQWV�� ŏ�/LTXLG��LQFOXGHV�&DVK� 3,805.90 �������� �������� 2,839.13 ��������
� ŏ�2WKHU 665.61 ������ ������ ������ ������
Loans1 25,730.42 ��������� ��������� ��������� ���������
Other 555.23 ������ ������ ������ ������
7RWDO�$VVHWV $ 30,757.16 $ ��������� $ ��������� $ ��������� $ ���������
%RUURZHG�)XQGV 1,960.00 �������� ������ 388.00 388.90

0HPEHUVŒ�'HSRVLWV 26,264.35 23,283.03 ��������� 19,240.90 17,922.39

1RQ�(TXLW\�6KDUHV n/a Q�D ������ ������ ������
5HWDLQHG�(DUQLQJV�	�(TXLW\�6KDUHV 1,256.03 �������� �������� ������ 897.82

3D\DEOHV�	�2WKHU 1,276.78 �������� ������ ������ ������
Total Liabilities $ 30,757.16 $ ��������� $ ��������� $ ��������� $ ���������

For the Period Ended
Average Assets 29,438.19 ��������� ��������� 20,928.39 ���������
Average Liquidity 3,571.52 3,321.94 �������� �������� ��������
Average Loans 24,654.89 ��������� ��������� 17,344.24 ���������
Average Deposits 25,270.39 ��������� ��������� ��������� 17,393.77

)LQDQFLDO�0DUJLQ 720.32 ������ ������ 493.09 473.91

1RQ�)LQDQFLDO�0DUJLQ 174.64 ������ ������ ������ 174.38

1RQ�)LQDQFLDO�([SHQVH 705.65 ������ ������ ������ ������
1HW�/RDQ�/RVV�([SHQVH 44.17 29.83 39.48 ����� �����
Net Operating Income 146.74 99.32 114.90 ����� 103.08

,QFRPH�7D[HV 17.70 14.81 17.48 ����� 14.19

Net Income2 129.04 ����� ����� ����� �����
Return on Equity 6.46 % 4.80 % ���� % ���� % ���� %
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Five Year Summary: Ontario Credit Union System 

As at December 31 (Millions of dollars) 2012 2011 2010 2009 2008

Statistical
As a Percentage of Average Assets

Average Liquidity 12.13 % 13.01 % 14.92 % ����� % ����� %

Average Loans 83.75 % 82.88 % ����� % 82.87 % 83.43 %

Average Deposits 85.84 % ����� % ����� % 89.44 % ����� %

Gross Income 4.50 % 4.73 % ���� % ���� % ���� %

)LQDQFLDO�,QFRPH 3.91 % ���� % 4.34 % ���� % ���� %

)LQDQFLDO�([SHQVH 1.47 % ���� % 1.70 % 2.09 % ���� %

)LQDQFLDO�0DUJLQ 2.45 % ���� % ���� % ���� % 2.41 %

1RQ�)LQDQFLDO�,QFRPH 0.59 % ���� % 0.72 % 0.88 % 0.89 %

1RQ�)LQDQFLDO�([SHQVH 2.40 % ���� % 2.84 % 2.88 % 2.90 %

1HW�/RDQ�/RVV�([SHQVH 0.15 % 0.12 % 0.18 % 0.21 % 0.13 %

Net Operating Income 0.50 % 0.39 % ���� % ���� % ���� %

,QFRPH�7D[HV 0.06 % ���� % 0.08 % 0.07 % 0.07 %

Net Income 0.44 % 0.33 % ���� % 0.28 % 0.30 %

Yields/Costs
Investments 1.83 % ���� % ���� % 2.04 % 2.79 %

Loans 4.32 % ���� % 4.89 % ���� % ���� %

Deposits 1.62 % 1.74 % 1.88 % 2.31 % 2.81 %

1XPEHU�RI�&UHGLW�8QLRQV 100 ��� 119 137 143

1XPEHU�RI�%UDQFKHV4 505 ��� 470 481 449

1XPEHU�RI�$70V 570 ��� ��� ��� ���
1XPEHU�RI�0HPEHUV��WKRXVDQGV� 1,310 ����� 1,191 1,209 1,222

1 Figures are net of allowance for doubtful loans
2 After taxes, dividends, patronage refunds and extraordinary items
3 Interest yields and cost calculated as a percentage of average assets or liabilities
4�7KH�GHƂQLWLRQ�RI�Ŕ%UDQFKŕ�ZDV�FKDQJHG�LQ������WR�LQFOXGH�DOO�ORFDWLRQV�ZKHUH�D�PHPEHU�FDQ�REWDLQ�SURGXFWV�DQG�VHUYLFHV��H[FOXGLQJ�$70V�
5 Where applicable, Income statement for member credit unions with September 30 year-ends have been adjusted to twelve months ending December 31.
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Glossary of Financial Terms
Asset-Backed Commercial Paper (ABCP)�LV�D�VKRUW�WHUP�LQYHVWPHQW�ZLWK�D�
PDWXULW\�WKDW�LV�W\SLFDOO\�OHVV�WKDQ�����GD\V��7KH�FRPPHUFLDO�SDSHU�LV�EDFNHG� 
E\�SK\VLFDO�DVVHWV�VXFK�DV�WUDGH�UHFHLYDEOHV��DQG�LV�JHQHUDOO\�XVHG�IRU�VKRUW�WHUP�
ƂQDQFLQJ�QHHGV��

Basis Point�LV�RQH�RQH�KXQGUHGWK�RI�D�SHUFHQWDJH�SRLQW��

Borrowing Multiple�LV�WKH�UDWLR�RI�&HQWUDO��ŒV�WRWDO�ERUURZLQJV�WR� 
UHJXODWRU\�FDSLWDO�

Credit and Counterparty Risk�LV�WKH�SRWHQWLDO�IRU�ORVV�GXH�WR�WKH�IDLOXUH�RI�
D�ERUURZHU��HQGRUVHU��JXDUDQWRU�RU�FRXQWHUSDUW\�WR�UHSD\�D�ORDQ�RU�KRQRXU�
DQRWKHU�SUHGHWHUPLQHG�ƂQDQFLDO�REOLJDWLRQ��

Credit Union Current Accounts�DUH�WUDQVDFWLRQDO�DFFRXQWV�KHOG�E\�PHPEHUV� 
RI�&HQWUDO���WR�IDFLOLWDWH�WKHLU�GD\�WR�GD\�EDQNLQJ�WUDQVDFWLRQV

Capital Ratio�7KH�UDWLR�RI�ULVN�DGMXVWHG�DVVHWV�WR�FDSLWDO�DV�GHƂQHG�E\�SURYLQFLDO�
OHJLVODWLRQ��7KH�SURYLQFLDO�OHJLVODWLRQ�FORVHO\�DSSUR[LPDWHV�WKDW�DSSOLHG�WR�RWKHU�
ƂQDQFLDO�LQVWLWXWLRQV�E\�WKH�6XSHULQWHQGHQW�RI�)LQDQFLDO�,QVWLWXWLRQV��&DQDGD��

Derivatives�DUH�FRQWUDFWV�ZKLFK�UHTXLUH�OLWWOH�RU�QR�LQLWLDO�LQYHVWPHQW�DQG�
ZKHUH�SD\PHQWV�EHWZHHQ�SDUWLHV�DUH�ŔGHULYHGŕ�IURP�PRYHPHQWV�LQ�LQWHUHVW�
RU�IRUHLJQ�H[FKDQJH�UDWHV��LQGH[HV��HTXLWLHV�RU�FRPPRGLW\�SULFHV��'HULYDWLYHV�
DOORZ�IRU�WKH�WUDQVIHU��PRGLƂFDWLRQ�RU�UHGXFWLRQ�RI�FXUUHQW�RU�H[SHFWHG�ULVNV�
from changes in rates and prices. 

Earnings Per Share (EPS)�LV�FDOFXODWHG�E\�GLYLGLQJ�3URƂW�E\�WKH�DYHUDJH�QXPEHU�
RI�PHPEHU�FRPPRQ�VKDUHV�RXWVWDQGLQJ��

The Excess Liquidity Pool�VXSSRUWV�WKH�VWUXFWXUDO�DQG�WDFWLFDO�OLTXLGLW\�
QHHGV�RI�PHPEHU�FUHGLW�XQLRQV�LQ�SXUVXLW�RI�WKHLU�UHJXODU��GD\�WR�GD\�EXVLQHVV�
REMHFWLYHV��7KH�SRRO�LV�SULPDULO\�IXQGHG�E\�WKH�&ODVV�$�PHPEHU�H[FHVV�GHSRVLW�
EDVH�DV�ZHOO�DV�ZLWK�FDSLWDO�PDUNHW�IXQGLQJ��FRPPHUFLDO�SDSHU��PHGLXP�WHUP�
QRWHV��VXERUGLQDWHG�GHEW��DQG�GHSRVLWV�IURP�QRQ�&ODVV�$�PHPEHUV�

Fair Value�LV�WKH�DPRXQW�RI�FRQVLGHUDWLRQ�WKDW�ZRXOG�EH�DJUHHG�XSRQ�LQ�DQ�
DUPŒV�OHQJWK�WUDQVDFWLRQ�EHWZHHQ�NQRZOHGJHDEOH��ZLOOLQJ�SDUWLHV�ZKR�DUH�XQGHU�
QR�FRPSXOVLRQ�WR�DFW��

Collective Allowance�LV�PDLQWDLQHG�WR�FRYHU�LPSDLUPHQW�LQ�WKH�H[LVWLQJ�FUHGLW�
SRUWIROLR�WKDW�FDQQRW�\HW�EH�DVVRFLDWHG�ZLWK�VSHFLƂF�FUHGLW�DVVHWV��&HQWUDO��ŒV�
DSSURDFK�WR�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�WKH�JHQHUDO�DOORZDQFH�LV�EDVHG�RQ�WKH�
JXLGHOLQH�LVVXHG�E\�RXU�UHJXODWRU��26),��7KH�JHQHUDO�DOORZDQFH�LV�UHYLHZHG�RQ�
D�TXDUWHUO\�EDVLV�DQG�D�QXPEHU�RI�IDFWRUV�DUH�FRQVLGHUHG�ZKHQ�GHWHUPLQLQJ�LWV�
DSSUR�SULDWH�OHYHO��&HQWUDO���HPSOR\V�D�JHQHUDO�DOORZDQFH�PRGHO�WKDW�DSSOLHV�
KLVWRULFDO�H[SHFWHG�DQG�XQH[SHFWHG�ORVV�UDWHV��EDVHG�RQ�SUREDELOLWLHV�RI�
GHIDXOW�DQG�ORVV�JLYHQ�GHIDXOW�SDUDPHWHUV��WR�FXUUHQW�EDODQFHV��

Hedging�LV�D�ULVN�PDQDJHPHQW�WHFKQLTXH�XVHG�WR�QHXWUDOL]H�RU�PDQDJH�LQWHUHVW�
UDWH��IRUHLJQ�FXUUHQF\��HTXLW\��FRPPRGLW\�RU�FUHGLW�H[SRVXUHV�DULVLQJ�IURP�
QRUPDO�EXVLQHVV�DFWLYLWLHV��

Impaired Loans�DUH�ORDQV�IRU�ZKLFK�WKHUH�LV�QR�ORQJHU�UHDVRQDEOH�DVVXUDQFH� 
RI�WKH�WLPHO\�FROOHFWLRQ�RI�SULQFLSDO�RU�LQWHUHVW��

Interest Margin�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�DPRXQWV�RI�LQWHUHVW�HDUQHG�RQ�
LQWHUHVW�EHDULQJ�DVVHWV�OHVV�WKH�DPRXQWV�RI�LQWHUHVW�SDLG�RQ�OLDELOLWLHV�WKDW�KDYH�
LQWHUHVW�FKDUJHV�DVVRFLDWHG�ZLWK�WKHP�DQG�LQFOXGH�ERWK�RQ�DQG�RII�EDODQFH�
VKHHW�ƂQDQFLDO�LQVWUXPHQWV�

Insurance Risk�LV�WKH�ULVN�RI�ORVV�GXH�WR�DFWXDO�H[SHULHQFH�EHLQJ�GLIIHUHQW�IURP�
WKDW�DVVXPHG�ZKHQ�DQ�LQVXUDQFH�SURGXFW�ZDV�GHVLJQHG�DQG�SULFHG��

Interest Rate Risk�LV�WKH�ULVN�WKDW�DQ�LQYHVWPHQWŒV�YDOXH�ZLOO�FKDQJH�GXH�WR� 
D�FKDQJH�LQ�WKH�OHYHO�RI�LQWHUHVW�UDWHV�

Legal and Regulatory Risk�LV�WKH�ULVN�RI�QRW�FRPSO\LQJ�ZLWK�ODZV��FRQWUDFWXDO�
DJUHHPHQWV�RU�RWKHU�OHJDO�UHTXLUHPHQWV��DV�ZHOO�DV�UHJXODWRU\�UHTXLUHPHQWV��
UHJXODWRU\�FKDQJHV�RU�UHJXODWRUVŒ�H[SHFWDWLRQV��)DLOXUH�WR�SURSHUO\�PDQDJH�OHJDO�
DQG�UHJXODWRU\�ULVN�PD\�UHVXOW�LQ�OLWLJDWLRQ�FODLPV��ƂQDQFLDO�ORVVHV��UHJXODWRU\�
VDQFWLRQV��DQ�LQDELOLW\�WR�H[HFXWH�EXVLQHVV�VWUDWHJLHV��DQG�SRWHQWLDO�KDUP�WR�
&HQWUDO��ŒV�UHSXWDWLRQ��
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Liquidity�LV�WKH�DELOLW\�WR�PHHW�GHEW�REOLJDWLRQV��JXDUDQWHHV�DQG�FRPPLWPHQWV�
DV�WKH\�EHFRPH�GXH�WKURXJK�WKH�XVH�RI�FDVK�RU�WKH�FRQYHUVLRQ�RI�DVVHWV�WKDW� 
DUH�UHDGLO\�FRQYHUWLEOH�WR�FDVK�

Liquidity and Funding Risk�LV�WKH�SRWHQWLDO�IRU�ORVV�LI�&HQWUDO���LV�XQDEOH�WR�
PHHW�ƂQDQFLDO�FRPPLWPHQWV�LQ�D�WLPHO\�PDQQHU�DW�UHDVRQDEOH�SULFHV�DV�WKH\� 
IDOO�GXH��)LQDQFLDO�FRPPLWPHQWV�LQFOXGH�OLDELOLWLHV�WR�GHSRVLWRUV�DQG�VXSSOLHUV��
DQG�OHQGLQJ��LQYHVWPHQW�DQG�SOHGJLQJ�FRPPLWPHQWV�

6SHFLƂF�/RVV�3URYLVLRQV�DUH�WKRVH�VSHFLƂFDOO\�DOORFDWHG�WR�LQGLYLGXDO�DVVHWV�
EDVHG�RQ�PDQDJHPHQWŒV�HYDOXDWLRQ�RI�WKH�TXDOLW\�RI�WKH�LQGLYLGXDO�DVVHW�DQG�WKH�
OLNHOLKRRG�RI�ORVV�DVVRFLDWHG�ZLWK�WKH�VSHFLƂF�DVVHW��*HQHUDO�SURYLVLRQV�DUH�WKRVH�
PDGH�RQ�WKH�EDVLV�RI�SDVW�H[SHULHQFH�DQG�WKH�HYDOXDWLRQ�RI�RYHUDOO�DVVHW�TXDOLW\�
LQ�UHFRJQLWLRQ�RI�WKH�IDFW�WKDW�ORVVHV�DUH�LQKHUHQW�LQ�DQ\�SRUWIROLR�RI�DVVHWV�

Mark-to-Market�UHSUHVHQWV�WKH�YDOXDWLRQ�RI�VHFXULWLHV�DQG�GHULYDWLYHV�DW�PDUNHW�
UDWHV�DV�RI�WKH�EDODQFH�VKHHW�GDWH��ZKHUH�UHTXLUHG�E\�DFFRXQWLQJ�UXOHV��

Market Risk�LV�WKH�SRWHQWLDO�IRU�DGYHUVH�FKDQJHV�LQ�WKH�YDOXH�RI�&HQWUDO��ŒV�
DVVHWV�DQG�OLDELOLWLHV�UHVXOWLQJ�IURP�FKDQJHV�LQ�PDUNHW�YDULDEOHV�VXFK�DV�LQWHUHVW�
UDWHV��IRUHLJQ�H[FKDQJH�UDWHV��HTXLW\�DQG�FRPPRGLW\�SULFHV�DQG�WKHLU�LPSOLHG�
YRODWLOLWLHV��DQG�FUHGLW�VSUHDGV��DV�ZHOO�DV�WKH�ULVN�RI�FUHGLW�PLJUDWLRQ�DQG�GHIDXOW�

Minimum Liquidity Pool�LV�PDLQWDLQHG�WR�SURYLGH�H[WUDRUGLQDU\�OLTXLGLW\�WR�WKH�
V\VWHP�LQ�WKH�HYHQW�RI�D�OLTXLGLW\�FULVLV��7KH�SRRO�LV�IXQGHG�E\�WKH�PDQGDWRU\�
GHSRVLWV�RI�PHPEHU�FUHGLW�XQLRQV��HLWKHU�E\�OLTXLGLW\�ORFN�LQ�DJUHHPHQW�RU�E\�
VWDWXWH��$VVHWV�KHOG�LQ�WKH�SRRO�UHPDLQ�KLJKO\�OLTXLG�LQ�RUGHU�WR�HQVXUH�LPPHGLDWH�
access to funds.

Net Interest Income�FRQVLVWV�RI�HDUQLQJV�RQ�DVVHWV��VXFK�DV�ORDQV�DQG�VHFXULWLHV��
LQFOXGLQJ�LQWHUHVW�DQG�GLYLGHQG�LQFRPH�DQG�&HQWUDO��ŒV�VKDUH�RI�LQFRPH�IURP�
LQYHVWPHQWV�DFFRXQWHG�IRU�XVLQJ�WKH�HTXLW\�PHWKRG�RI�DFFRXQWLQJ��OHVV�LQWHUHVW�
H[SHQVH�SDLG�RQ�OLDELOLWLHV��VXFK�DV�GHSRVLWV�

Interest Margin�LV�WKH�UDWLR�RI�QHW�LQWHUHVW�LQFRPH�WR�DYHUDJH�DVVHWV��H[SUHVVHG� 
DV�D�SHUFHQWDJH�RU�LQ�EDVLV�SRLQWV�

Operational Risk�LV�WKH�SRWHQWLDO�IRU�ORVV�UHVXOWLQJ�IURP�LQDGHTXDWH�RU�IDLOHG�

LQWHUQDO�SURFHVVHV�RU�V\VWHPV��KXPDQ�LQWHUDFWLRQV�RU�H[WHUQDO�HYHQWV��EXW�
H[FOXGHV�EXVLQHVV�ULVN��

OSFI�2IƂFH�RI�WKH�6XSHULQWHQGHQW�RI�)LQDQFLDO�,QVWLWXWLRQV��&DQDGD�

Productivity Ratio�LV�FDOFXODWHG�DV�RSHUDWLQJ�H[SHQVHV�GLYLGHG�E\�WRWDO�LQFRPH��
H[SUHVVHG�DV�D�SHUFHQWDJH��

Provision for Credit Losses is a charge to income that represents an amount 

GHHPHG�DGHTXDWH�E\�PDQDJHPHQW�WR�IXOO\�SURYLGH�IRU�LPSDLUPHQW�LQ�ORDQV�
and acceptances and other credit instruments, given the composition of the 

SRUWIROLRV��WKH�SUREDELOLW\�RI�GHIDXOW��WKH�HFRQRPLF�HQYLURQPHQW�DQG�WKH�
DOORZDQFH�IRU�FUHGLW�ORVVHV�DOUHDG\�HVWDEOLVKHG��

Reputation Risk�LV�WKH�ULVN�RI�D�QHJDWLYH�LPSDFW�RQ�&HQWUDO���WKDW�UHVXOWV�IURP�
D�GHWHULRUDWLRQ�LQ�VWDNHKROGHUVŒ�SHUFHSWLRQ�RI�&HQWUDO��ŒV�UHSXWDWLRQ��7KHVH�
SRWHQWLDO�LPSDFWV�LQFOXGH�UHYHQXH�ORVV��OLWLJDWLRQ��UHJXODWRU\�VDQFWLRQ�RU�
DGGLWLRQDO�RYHUVLJKW�DQG�GHFOLQHV�LQ�PHPEHU�OR\DOW\��

Return on Equity (ROE)�LV�FDOFXODWHG�DV�SURƂW�IRU�WKH�\HDU��DV�D�SHUFHQWDJH� 
RI�DYHUDJH�PHPEHU�VKDUHKROGHUVŒ�HTXLW\��0HPEHU�VKDUHKROGHUVŒ�HTXLW\�FRQVLVWV�
RI�VKDUH�FDSLWDO��FRQWULEXWHG�VXUSOXV��DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH�
�ORVV���UHWDLQHG�HDUQLQJV�DQG�UHVHUYHV��

Securities Acquired under Reverse Repurchase Agreements are instruments 

VXSSRUWHG�E\�WKH�SOHGJH�RI�FROODWHUDO��ZKLFK�DULVH�IURP�WUDQVDFWLRQV�WKDW�LQYROYH�
WKH�ERUURZLQJ�RU�SXUFKDVLQJ�RI�VHFXULWLHV��

Securities Sold under Repurchase Agreements�DUH�ORZ�FRVW��ORZ�ULVN�OLDELOLWLHV��
VXSSRUWHG�E\�FROODWHUDO��ZKLFK�DULVH�IURP�WUDQVDFWLRQV�WKDW�LQYROYH�WKH�OHQGLQJ� 
RU�VHOOLQJ�RI�VHFXULWLHV��

6SHFLƂF�$OORZDQFHV reduce the carrying�YDOXH�RI�VSHFLƂF�FUHGLW�DVVHWV�WR� 
WKH�DPRXQW�ZH�H[SHFW�WR�UHFRYHU�LI�WKHUH�LV�HYLGHQFH�RI�GHWHULRUDWLRQ�LQ� 
FUHGLW�TXDOLW\��
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As at March 15, 2013

Management’s Discussion and Analysis

Swaps�DUH�FRQWUDFWXDO�DJUHHPHQWV�EHWZHHQ�WZR�SDUWLHV�WR�H[FKDQJH�D�VHULHV�
RI�FDVK�ƃRZV�ZLWK�FRXQWHU�SDUWLHV�JHQHUDOO\�H[FKDQJLQJ�Ƃ[HG�DQG�ƃRDWLQJ�UDWH�
LQWHUHVW�SD\PHQWV�EDVHG�RQ�D�QRWLRQDO�YDOXH�LQ�D�VLQJOH�FXUUHQF\�

Tier 1 Capital�LV�SULPDULO\�FRPSRVHG�RI�PHPEHU�HTXLW\��FRQWULEXWHG�VXUSOXV��
and retained earnings

Tier 2 Capital�LV�SULPDULO\�FRPSRVHG�RI�GHEHQWXUHV�DQG�VXERUGLQDWHG�GHEW�

Yield Curve�7KH�UDQJH�RI�LQWHUHVW�UDWHV�WKDW�DSSO\�WR�D�FODVV�RI�DVVHWV�RU�OLDELOLWLHV�
DW�D�SDUWLFXODU�SRLQW�LQ�WLPH�RYHU�D�UDQJH�RI�PDWXULWLHV��HJ����GD\�UDWH�����GD\�
UDWH�����GD\�UDWH����\HDU�UDWH����\HDU�UDWH�
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Consolidated

Financial
Statements
For the years ended December 31, 2012 and 2011
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7KH�DFFRPSDQ\LQJ�VWDWHPHQWV�RI�&HQWUDO���KDYH�EHHQ�SUHSDUHG�E\�PDQDJHPHQW��
ZKLFK�LV�UHVSRQVLEOH�IRU�WKHLU�LQWHJULW\��REMHFWLYLW\��DQG�UHOLDELOLW\�DV�ZHOO�DV�IRU�
VHOHFWLQJ�DSSURSULDWH�DFFRXQWLQJ�SROLFLHV�WKDW�DUH�FRQVLVWHQW�ZLWK�,QWHUQDWLRQDO�
)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��7KH�ƂQDQFLDO�VWDWHPHQWV�QHFHVVDULO\�LQFOXGH�
VRPH�DPRXQWV�WKDW�DUH�EDVHG�RQ�HVWLPDWHV�DQG�MXGJPHQWV�RI�PDQDJHPHQW�
ZLWK�DSSURSULDWH�FRQVLGHUDWLRQ�WR�PDWHULDOLW\�

7KH�ƂQDQFLDO�LQIRUPDWLRQ�SUHVHQWHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�LV�FRQVLVWHQW�
ZLWK�WKH�LQIRUPDWLRQ�LQ�WKH�ƂQDQFLDO�VWDWHPHQWV�

7KH�FUHGLW�XQLRQŒV�DFFRXQWLQJ�DQG�LQWHUQDO�FRQWURO�V\VWHPV�DQG�VXSSRUWLQJ�
SURFHGXUHV�DUH�GHVLJQHG�DQG�PDLQWDLQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�
ƂQDQFLDO�UHFRUGV�DUH�FRPSOHWH��UHOLDEOH��DQG�DFFXUDWH�DQG�WKDW�DVVHWV�DUH�
VDIHJXDUGHG�DJDLQVW�ORVV�IURP�XQDXWKRUL]HG�XVH�RU�GLVSRVLWLRQ��7KH�SURFHGXUHV�
LQFOXGH�WUDLQLQJ�DQG�VHOHFWLRQ�RI�TXDOLƂHG�VWDII��WKH�HVWDEOLVKPHQW�RI�DQ�
RUJDQL]DWLRQDO�VWUXFWXUH�WKDW�SURYLGHV�D�ZHOO�GHƂQHG�GLYLVLRQ�RI�UHVSRQVLELOLWLHV��
DQG�DFFRXQWDELOLW\�IRU�SHUIRUPDQFH��,Q�DGGLWLRQ��WKH�V\VWHPV�LQFOXGH�SROLFLHV�
DQG�VWDQGDUGV�RI�EXVLQHVV�FRQGXFW�WKDW�DUH�FRPPXQLFDWHG�WKURXJKRXW�WKH�
RUJDQL]DWLRQ�WR�SUHYHQW�FRQƃLFWV�RI�LQWHUHVW�DQG�XQDXWKRUL]HG�GLVFORVXUH� 
of information.

The credit union’s Board of Directors, acting through its Audit Committee 

FRPSRVHG�RI�GLUHFWRUV��RYHUVHHV�PDQDJHPHQWŒV�UHVSRQVLELOLWLHV�IRU�WKH�ƂQDQFLDO�
UHSRUWLQJ�DQG�LQWHUQDO�FRQWURO�V\VWHPV��2XU�H[WHUQDO�DXGLWRUV�UHYLHZ�RXU�V\VWHPV�
DQG�SHULRGLFDOO\�DUH�DVNHG�WR�XQGHUWDNH�LQ�GHSWK�V\VWHP�UHYLHZV�RI�VSHFLƂF�
IXQFWLRQDO�RSHUDWLRQV�

7KH�)HGHUDO�DQG�3URYLQFLDO�6XSHULQWHQGHQWV�RI�)LQDQFLDO�,QVWLWXWLRQV�DQQXDOO\�
FRQGXFW�D�MRLQW�H[DPLQDWLRQ�DQG�PDNH�VXFK�LQTXLULHV�LQWR�WKH�DIIDLUV�RI�WKH�FUHGLW�
XQLRQ�DV�WKH\�PD\�GHHP�QHFHVVDU\�WR�VDWLVI\�WKHPVHOYHV�WKDW�WKH�SURYLVLRQV�RI�
WKH�DSSURSULDWH�OHJLVODWLRQ�DUH�EHLQJ�GXO\�REVHUYHG�DQG�WKDW�WKH�FUHGLW�XQLRQ� 
LV�LQ�VRXQG�ƂQDQFLDO�FRQGLWLRQ�

.30*�//3��WKH�LQGHSHQGHQW�DXGLWRUV�DSSRLQWHG�E\�WKH�PHPEHUV��KDYH�H[DPLQHG�
RXU�ƂQDQFLDO�VWDWHPHQWV�DQG�LVVXHG�WKHLU�UHSRUW��ZKLFK�IROORZV��7KH�DXGLWRUV�KDYH�
IXOO�DQG�FRPSOHWH�DFFHVV�WR��DQG�PHHW�SHULRGLFDOO\�ZLWK��WKH�$XGLW�&RPPLWWHH�WR�
discuss their audit and matters arising therefrom.

D. Rolfe     H. Blackburn 

3UHVLGHQW�	�&KLHI�([HFXWLYH�2IƂFHU�� &KLHI�)LQDQFLDO�2IƂFHU�	 

� � � � � � 6HQLRU�9LFH�3UHVLGHQW��6WUDWHJ\

Financial Reporting Responsibilities
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Independent Auditors’ Report

To the Members of Central 1 Credit Union
:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV� 
RI�&HQWUDO���&UHGLW�8QLRQ��ZKLFK�FRPSULVH�WKH�FRQVROLGDWHG�VWDWHPHQWV� 
RI�ƂQDQFLDO�SRVLWLRQ�DV�DW�'HFHPEHU����������DQG�'HFHPEHU�����������WKH�
FRQVROLGDWHG�VWDWHPHQWV�RI�SURƂW��FRPSUHKHQVLYH�LQFRPH��FKDQJHV�LQ�HTXLW\�
DQG�FDVK�ƃRZV�IRU�WKH�\HDUV�WKHQ�HQGHG��DQG�QRWHV��FRPSULVLQJ�D�VXPPDU\� 
RI�VLJQLƂFDQW�DFFRXQWLQJ�SROLFLHV�DQG�RWKHU�H[SODQDWRU\�LQIRUPDWLRQ�

Management’s Responsibility for the consolidated 
Financial Statements
0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKHVH�
FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�
5HSRUWLQJ�6WDQGDUGV��DQG�IRU�VXFK�LQWHUQDO�FRQWURO�DV�PDQDJHPHQW�GHWHUPLQHV�
LV�QHFHVVDU\�WR�HQDEOH�WKH�SUHSDUDWLRQ�RI�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV� 
WKDW�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�IUDXG�RU�HUURU�

Auditors’ Responsibility
2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�FRQVROLGDWHG�ƂQDQFLDO�
VWDWHPHQWV�EDVHG�RQ�RXU�DXGLWV��:H�FRQGXFWHG�RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�
&DQDGLDQ�JHQHUDOO\�DFFHSWHG�DXGLWLQJ�VWDQGDUGV��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�
ZH�FRPSO\�ZLWK�HWKLFDO�UHTXLUHPHQWV�DQG�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ�
UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV� 
DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW�

$Q�DXGLW�LQYROYHV�SHUIRUPLQJ�SURFHGXUHV�WR�REWDLQ�DXGLW�HYLGHQFH�DERXW�
WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��7KH�
SURFHGXUHV�VHOHFWHG�GHSHQG�RQ�RXU�MXGJPHQW��LQFOXGLQJ�WKH�DVVHVVPHQW�RI�
WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��
ZKHWKHU�GXH�WR�IUDXG�RU�HUURU��,Q�PDNLQJ�WKRVH�ULVN�DVVHVVPHQWV��ZH�FRQVLGHU�
LQWHUQDO�FRQWURO�UHOHYDQW�WR�WKH�HQWLW\ŒV�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�
WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�LQ�RUGHU�WR�GHVLJQ�DXGLW�SURFHGXUHV�WKDW�
DUH�DSSURSULDWH�LQ�WKH�FLUFXPVWDQFHV��EXW�QRW�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�
DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�HQWLW\ŒV�LQWHUQDO�FRQWURO��$Q�DXGLW�DOVR�
LQFOXGHV�HYDOXDWLQJ�WKH�DSSURSULDWHQHVV�RI�DFFRXQWLQJ�SROLFLHV�XVHG�DQG�WKH�
UHDVRQDEOHQHVV�RI�DFFRXQWLQJ�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO�DV�
HYDOXDWLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�

:H�EHOLHYH�WKDW�WKH�DXGLW�HYLGHQFH�ZH�KDYH�REWDLQHG�LQ�RXU�DXGLWV�LV� 
VXIƂFLHQW�DQG�DSSURSULDWH�WR�SURYLGH�D�EDVLV�IRU�RXU�DXGLW�RSLQLRQ�

Opinion
,Q�RXU�RSLQLRQ��WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�
PDWHULDO�UHVSHFWV��WKH�FRQVROLGDWHG�ƂQDQFLDO�SRVLWLRQ�RI�&HQWUDO���&UHGLW�8QLRQ�
DV�DW�'HFHPEHU����������DQG�'HFHPEHU�����������DQG�LWV�FRQVROLGDWHG�ƂQDQFLDO�
SHUIRUPDQFH�DQG�LWV�FRQVROLGDWHG�FDVK�ƃRZV�IRU�WKH�\HDUV�WKHQ�HQGHG�LQ�
DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV�

Chartered Accountants 

0DUFK����������
9DQFRXYHU��&DQDGD� 
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As at December 31

Consolidated Statements of Financial Position

(Thousands of dollars) Note December 31, 2012 December 31, 2011

Assets
&DVK�DQG�FDVK�HTXLYDOHQWV ��� $ 90,238 $ ��������
'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV ���  106,275 �����
3OHGJHG�WUDGLQJ�DVVHWV ��� 135,572 ������
Reinvestment assets under the CMB and IMPP Programs ���� 1,652,244 ���������
1RQ�SOHGJHG�WUDGLQJ�DVVHWV ��� 2,607,950 ���������
Derivative assets ��� 34,018 41,347

Loans ���� 2,052,002 2,482,412

Investment securities ���� 6,386,581 3,891,039

6HFXUHG�ORDQV�WR�PHPEHUV� ���� 561,511 ���������
Property and equipment ���� 17,303 ������
,QWDQJLEOH�DVVHWV ���� 6,412 �����
'HIHUUHG�WD[�DVVHWV ���� 6,389 8,197

,QYHVWPHQW�LQ�DIƂOLDWHV ���� 115,791 �������
Other assets ���� 382,754 ��������

$ 14,155,040 $ ����������

Liabilities
Deposits designated as trading ���� $ 2,286,078 $ 2,034,219

'HULYDWLYH�OLDELOLWLHV ��� 216,042 �������
'HEW�VHFXULWLHV�LVVXHG ���� 1,170,804 �������
Deposits ���� 6,564,336 ���������
2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�3URJUDPV ���� 2,259,992 ���������
6XERUGLQDWHG�OLDELOLWLHV ���� 168,859 ��������
Provisions ���� 5,280 �����
6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV ���� 201,433 ������
&XUUHQW�WD[�OLDELOLWLHV 2,580 4,281

'HIHUUHG�WD[�OLDELOLWLHV ���� 3,092 3,094

2WKHU�OLDELOLWLHV ���� 463,996 ��������
13,342,492 ����������

Equity
6KDUH�FDSLWDO ���� 290,299 �������
&RQWULEXWHG�VXUSOXV 87,901 87,901

Retained earnings 368,181 304,744

$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH 51,577 ������
Reserves ���� 4,985 �����
7RWDO�HTXLW\�DWWULEXWDEOH�WR�PHPEHUV�RI�&HQWUDO�� 802,943 ��������
1RQ�FRQWUROOLQJ�LQWHUHVW 9,605 �����

812,548 �������
$ 14,155,040 $ 14,588,949

Guarantees, commitments, and contingencies ����
&RPPLWPHQWV�XQGHU�OHDVLQJ�DUUDQJHPHQWV ����

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV

Daniel A. Burns
Chairperson Audit Committee

Terry Enns
Chairperson

Approved by the Directors:



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   63

For the Years Ended December 31

&RQVROLGDWHG�6WDWHPHQWV�RI�3URƂW

(Thousands of dollars) Note December 2012 December 2011

Interest Income
6HFXULWLHV $ 151,294 $ 184,297 

'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 296 1,030

Loans 42,576 ������
6HFXUHG�ORDQV�DQG�UHLQYHVWPHQW�DVVHWV 110,016 �������

304,182 �������

Interest Expense
'HEW�VHFXULWLHV�LVVXHG 16,499 13,776

Deposits 129,637 142,801 

2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV 111,614 117,495

6XERUGLQDWHG�OLDELOLWLHV 6,553 8,384

264,303 282,456

Interest Margin 39,879 ������
*DLQ�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV ����  66,623 98,409

&KDQJHV�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV ����      (15,044) ���������
1HW�ƂQDQFLDO�LQFRPH 91,458 43,037

�5HFRYHU\��SURYLVLRQ�IRU�FUHGLW�ORVVHV ���� (2,425) �����
93,883 37,729

Other income ���� 107,064 101,932 

1HW�ƂQDQFLDO�DQG�RWKHU�LQFRPH 200,947 �������

Operating Expenses
6DODULHV�DQG�HPSOR\HH�EHQHƂWV  62,021 �������
Premises and equipment  9,939 �����
2WKHU�DGPLQLVWUDWLYH�H[SHQVHV ����  43,105 ������

 115,065 120,283

3URƂW�EHIRUH�LQFRPH�WD[HV  85,882 19,378

,QFRPH�WD[HV ����  11,533 2,678

3URƂW�IRU�WKH�\HDU $  74,349 $ ������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV
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For the Years Ended December 31

Consolidated Statements of Comprehensive Income

(Thousands of dollars) December 2012 December 2011

3URƂW�IRU�WKH�\HDU $  74,349 $ ������

Other comprehensive income, net of tax

Fair value reserves (available-for-sale assets)

1HW�FKDQJH�LQ�IDLU�YDOXH1  14,103 ������

5HFODVVLƂFDWLRQ�RI�JDLQV�RQ�DYDLODEOH�IRU�VDOH�DVVHWV�WR�SURƂW�RU�ORVV2  (8,138) ��������

 5,965 19,422

1HW�DFWXDULDO�ORVVHV�RQ�HPSOR\HH�EHQHƂW�SODQV3  (829) �������

b  (829) �������

Other comprehensive income, net of tax  5,136 ������

Comprehensive income, net of tax $  79,485 $ 32,881

,QFRPH�WD[HV��UHFRYHULHV��GHGXFWHG�IURP�WKH�DERYH�LWHPV

11HW�FKDQJH�LQ�IDLU�YDOXH�RI�DYDLODEOH�IRU�VDOH�DVVHWV $ 2,318 $ ������

25HFODVVLƂFDWLRQ�RI�JDLQV�RQ�DYDLODEOH�IRU�VDOH�DVVHWV�WR�SURƂW�RU�ORVV $ (1,204) $ �������

31HW�DFWXDULDO�ORVVHV�RQ�HPSOR\HH�EHQHƂW�SODQV $ (135) $ �����

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV
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For the Year Ended December 31, 2012

Statement of Changes in Equity

Attributable to Equity holders

(Thousands of dollars)
Share 

Capital
Contributed 

Surplus
Retained 
Earnings

Fair 
Value 

Reserve

Employee 
%HQHƂWV�
Reserve

Other 
Reserves

Equity 
Attributable 
to Members

Non-
Controlling 

Interest
Total 

Equity

%DODQFH�DW�-DQXDU\�������� $ ������� $ 87,901 $ 304,744 $ ������ $ ŏ $ ����� $ ������� $ ����� $ �������

Total Comprehensive income for the year
3URƂW�IRU�WKH�\HDU �������� �������� 84 74,349

2WKHU�FRPSUHKHQVLYH�LQFRPH��QHW�RI�WD[

)DLU�YDOXH�UHVHUYH��DYDLODEOH�IRU 
VDOH�DVVHWV��QHW�RI�WD[� ����� ����� �����

(PSOR\HH�EHQHƂWV�UHVHUYH� 
�QHW�RI�WD[� ����� ����� �����
7RWDO�FRPSUHKHQVLYH�LQFRPH ŏ ŏ �������� ����� ����� ŏ 79,401 84 ������

Transactions with owners, recorded directly in equity
'LYLGHQGV�WR�PHPEHUV �������� �������� ��������

5HODWHG�WD[�VDYLQJV ����� ����� �����

&ODVV�Ŕ(ŕ�VKDUH�UHGHPSWLRQV�� 
QHW�RI�WD[ ���� ���� ����

1HW�&ODVVHV�Ŕ$ŕ��Ŕ%ŕ�DQG�Ŕ&ŕ� 
shares issued 18,237 18,237 18,237

Transfer from reserves ��� ����� ŏ ŏ

3UHIHUUHG�VKDUHV�LVVXHG�E\�
VXEVLGLDU\ ��� ���

Transfer from other 

comprehensive income ����� 829 ŏ ŏ

7RWDO�FRQWULEXWLRQV�DQG�
GLVWULEXWLRQV�WR�RZQHUV 18,237 ŏ �������� ŏ 829 ����� 7,942 ��� 8,378

%DODQFH�DW�'HFHPEHU��������� $ 290,299 $ 87,901 $ ������� $ ������ $ ŏ $ ����� $ 802,943 $ ����� $ �������

1HW�SURƂW�DWWULEXWDEOH�WR� 2012 2011

0HPEHUV�RI�&HQWUDO�� ������ ������
1RQ�FRQWUROOLQJ�LQWHUHVW 84 194

$ 74,349 $ ������

7RWDO�&RPSUHKHQVLYH�LQFRPH�
DWWULEXWDEOH�WR�

0HPEHUV�RI�&HQWUDO�� 79,401 ������
1RQ�FRQWUROOLQJ�LQWHUHVW 84 194

$ �������� $ 32,881

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV
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For the Year Ended December 31, 2011

Statement of Changes in Equity

Attributable to Equity holders

(Thousands of dollars)
Share 

Capital
Contributed 

Surplus
Retained 
Earnings

Fair 
Value 

Reserve

Employee 
%HQHƂWV�
Reserve

Other 
Reserves

Equity 
Attributable 
to Members

Non-
Controlling 

Interest
Total 

Equity

%DODQFH�DW�-DQXDU\�������� $ ������� $ 87,901 $ ������� $ ������ $ ŏ $ ����� $ ������� $ 8,372 $ �������

Total Comprehensive income for the year
3URƂW�IRU�WKH�\HDU ������ ������ 194 ������

2WKHU�FRPSUHKHQVLYH�LQFRPH��QHW�RI�WD[

)DLU�YDOXH�UHVHUYH��DYDLODEOH�IRU�
VDOH�DVVHWV��QHW�RI�WD[� 19,422 19,422 19,422

(PSOR\HH�EHQHƂWV�UHVHUYH�
�QHW�RI�WD[� ������� ������� �������
7RWDO�FRPSUHKHQVLYH�LQFRPH ŏ ŏ ������ 19,422 ������� ŏ ������ 194 32,881

Transactions with owners, recorded directly in equity
'LYLGHQGV�WR�PHPEHUV �������� �������� ��������

5HODWHG�WD[�VDYLQJV 1,412 1,412 1,412

&ODVV�Ŕ(ŕ�VKDUH�UHGHPSWLRQV��
QHW�RI�WD[ ����� ����� �����

1HW�&ODVVHV�Ŕ$ŕ��Ŕ%ŕ�DQG�Ŕ&ŕ�
shares issued 107,079 107,079 107,079

Preferred shares issued 

E\�VXEVLGLDU\ ŏ ��� ���

Transfer from reserves 313 ����� ŏ ŏ

Transfer from other 

comprehensive income ������� 3,241 ŏ ŏ

7RWDO�FRQWULEXWLRQV�DQG�
GLVWULEXWLRQV�WR�RZQHUV 107,079 ŏ �������� ŏ 3,241 ����� 98,119 ��� ������
%DODQFH�DW�'HFHPEHU��������� $ ������� $ 87,901 $ 304,744 $ ������ $ ŏ $ ����� $ ������� $ ����� $ �������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV
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For the Years Ended December 31

Consolidated Statements of Cash Flows

(Thousands of dollars)  December 2012  December 2011

&DVK�ƃRZV�IURP�RSHUDWLQJ�DFWLYLWLHV
3URƂW�IRU�WKH�\HDU $ 74,349 $ ������
$GMXVWPHQWV�IRU�
���'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ 3,899 4,718

   Net interest income (39,879) ��������
���*DLQ�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV (66,623) ��������
���&KDQJH�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV 15,044 109,744

���,QFRPH�WD[�H[SHQVH 11,533 �����
����5HFRYHU\��SURYLVLRQ�IRU�FUHGLW�ORVVHV (2,425) �����
   Other items, net (11,988) ������
   (16,090) 22,738

   Change in trading assests 1,301,217 �������
���&KDQJH�LQ�VHWWOHPHQWV�LQ�WUDQVLW 19,683 ������
���&KDQJH�LQ�ORDQV 439,316 �����������
���&KDQJH�LQ�WUDGLQJ�OLDELOLWLHV 259,652 ��������
   Change in deposits (585,774) �������
���&KDQJH�LQ�GHULYDWLYHV�DVVHWV�DQG�OLDELOLWLHV (22,047) ��������

   1,395,957 ���������
   Interest received 311,897 340,907

   Interest paid (265,879) ���������
���,QFRPH�WD[�SDLG��UHIXQG� (11,054) 2,108

   Net cash from operating activities 1,430,921 ���������

&DVK�ƃRZV�IURP�LQYHVWLQJ�DFWLYLWLHV
&KDQJH�LQ�GHSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV (100,905) �������
Change in reinvestment assets under the CMB and IMPP programs 538,970 ���������
Change in investment securities (2,473,915) 112,138

&KDQJH�LQ�VHFXUHG�ORDQV�WR�PHPEHUV 595,141 �������
&KDQJH�LQ�DVVHWV�DYDLODEOH�IRU�VDOH (29,541) ��������
Acquisition of property and equipment (3,007) �������
$FTXLVLWLRQ�RI�LQWDQJLEOH�DVVHWV (4,867) �����

(1,478,124) 401,911

&DVK�ƃRZV�IURP�ƂQDQFLQJ�DFWLYLWLHV
&KDQJH�LQ�REOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV (906,885) ��������
&KDQJH�LQ�VXERUGLQDWHG�OLDELOLWLHV - ��������
&KDQJH�LQ�GHEW�VHFXULWLHV�LVVXHG 795,072 ���������
Change in securities under repurchase agreements 144,363 ���������
Dividends paid (14,141) �������
Issuance of shares 18,237 107,079

36,646 ���������
'HFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV (10,557) ��������
&DVK�DQG�FDVK�HTXLYDOHQWV�ŏ�EHJLQQLQJ�RI�\HDU 100,795 121,294 

&DVK�DQG�FDVK�HTXLYDOHQWV�ŏ�HQG�RI�\HDU $ 90,238 $ �������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV
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For the Years Ended December 31, 2012 and 2011

Notes to the Consolidated Financial Statements
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Notes to the Consolidated 

Financial Statements
)RU�WKH�<HDUV�(QGHG�'HFHPEHU����������DQG�����

1. Incorporation and governing legislation
&HQWUDO���&UHGLW�8QLRQ��&HQWUDO����LV�GRPLFLOHG�LQ�&DQDGD�DQG�LV�JRYHUQHG�
E\�WKH�&UHGLW�8QLRQ�,QFRUSRUDWLRQ�$FW��%ULWLVK�&ROXPELD��DQG�LV�DOVR�VXEMHFW�
WR�WKH�SURYLVLRQV�RI�WKH�)LQDQFLDO�,QVWLWXWLRQV�$FW��%ULWLVK�&ROXPELD��DQG�WKH�
&RRSHUDWLYH�&UHGLW�$VVRFLDWLRQV�$FW��&DQDGD���7KHVH�ƂQDQFLDO�VWDWHPHQWV� 
RI�&HQWUDO���FRYHU�&HQWUDO���DQG�LWV�VXEVLGLDULHV�

&HQWUDO���LV�WKH�SULPDU\�ƂQDQFLDO�IDFLOLW\�DQG�WUDGH�DVVRFLDWLRQ�IRU�FUHGLW�XQLRQV�
LQ�%ULWLVK�&ROXPELD�DQG�LWV�PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR��7KH�SHUIRUPDQFH�
RI�WKH�%ULWLVK�&ROXPELD�FUHGLW�XQLRQ�V\VWHP�DQG�WKDW�RI�&HQWUDO��ŒV�PHPEHU�
FUHGLW�XQLRQV�LQ�2QWDULR��FROOHFWLYHO\�UHIHUUHG�WR�KHUHLQ�DV�WKH�2QWDULR�FUHGLW�
XQLRQ�V\VWHP��SOD\V�DQ�LQWHJUDO�SDUW�LQ�GHWHUPLQLQJ�WKH�UHVXOWV�RI�&HQWUDO��ŒV�
RSHUDWLRQV�DQG�LWV�ƂQDQFLDO�SRVLWLRQ�

2. Basis of preparation
(a) Statement of compliance
7KHVH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�
ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56��DV�LVVXHG�E\�WKH�
,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG�

7KH�SROLFLHV�VHW�RXW�EHORZ�KDYH�EHHQ�FRQVLVWHQWO\�DSSOLHG�WR�DOO�WKH� 
SHULRGV�SUHVHQWHG�DQG�E\�DOO�VXEVLGLDULHV�LQFOXGHG�LQ�WKH�FRQVROLGDWHG� 
ƂQDQFLDO�VWDWHPHQWV�

7KH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�ZHUH�DXWKRUL]HG�IRU�LVVXH�E\�WKH� 
%RDUG�RI�'LUHFWRUV�RQ�)HEUXDU\����������

Cooperative Credit Associations Act (Canada)
6HFWLRQ�����RI�WKH�&RRSHUDWLYH�&UHGLW�$VVRFLDWLRQV�$FW��&DQDGD��VWDWHV�WKDW��
H[FHSW�DV�RWKHUZLVH�VSHFLƂHG�E\�WKH�2IƂFH�RI�WKH�6XSHULQWHQGHQW�RI�)LQDQFLDO�
,QVWLWXWLRQV��&DQDGD��26),���WKH�ƂQDQFLDO�VWDWHPHQWV�DUH�WR�EH�SUHSDUHG�LQ�
DFFRUGDQFH�ZLWK�&DQDGLDQ�*$$3�DQG�KHQFH��,)56�IRU�SXEOLFO\�DFFRXQWDEOH�
HQWHUSULVHV��7KHVH�DFFRXQWLQJ�SROLFLHV�FRQIRUP��LQ�DOO�PDWHULDO�UHVSHFWV��WR�,)56�

(b) Basis of measurement
7KH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�RQ�WKH�KLVWRULFDO�
FRVW�EDVLV�H[FHSW�IRU�WKH�IROORZLQJ�

 � 'HULYDWLYH�ƂQDQFLDO�LQVWUXPHQWV�DUH�PHDVXUHG�DW�IDLU�YDOXH�

 � )LQDQFLDO�LQVWUXPHQWV�WKURXJK�SURƂW�RU�ORVV�DUH�PHDVXUHG�DW�IDLU�YDOXH�

 � $YDLODEOH�IRU�VDOH�ƂQDQFLDO�DVVHWV�DUH�PHDVXUHG�DW�IDLU�YDOXH��H[FHSW�DV�
GHVFULEHG�LQ�1RWH����

 � 7KH�DVVHWV�DQG�OLDELOLWLHV�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQV�DUH�UHFRJQL]HG�
DV�WKH�SUHVHQW�YDOXH�RI�WKH�EHQHƂW�REOLJDWLRQ�OHVV�WKH�QHW�WRWDO�RI�
WKH�SODQ�DVVHWV��SOXV�XQUHFRJQL]HG�DFWXDULDO�JDLQV��OHVV�XQUHFRJQL]HG�
DFWXDULDO�SDVW�VHUYLFH�FRVWV�DQG�XQUHFRJQL]HG�DFWXDULDO�ORVVHV�

(c) Functional and presentation currency
7KHVH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�DUH�SUHVHQWHG�LQ�&DQDGLDQ�GROODUV��
ZKLFK�LV�&HQWUDO��ŒV�IXQFWLRQDO�FXUUHQF\�

(d) Use of estimates and judgments
,Q�SUHSDULQJ�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��PDQDJHPHQW�LV�UHTXLUHG�
WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�EDVHG�RQ�LQIRUPDWLRQ�DV�RI�WKH�GDWH�RI�WKH�
ƂQDQFLDO�VWDWHPHQWV��&HUWDLQ�DPRXQWV�UHFRUGHG�LQ�WKH�ƂQDQFLDO�VWDWHPHQWV��
LQFOXGLQJ�ƂQDQFLDO�LQVWUXPHQWV�PHDVXUHG�DW�IDLU�YDOXH��UHFRYHUDELOLW\�RI�ORDQV��
DFFRXQWLQJ�IRU�VHFXULWL]DWLRQ�WUDQVDFWLRQV��LQFRPH�WD[HV�DQG�SHQVLRQ�DQG�
SRVW�UHWLUHPHQW�EHQHƂWV��UHTXLUH�PDQDJHPHQW�WR�PDNH�VXEMHFWLYH�RU�FRPSOH[�
MXGJPHQWV��$FWXDO�UHVXOWV�FRXOG�GLIIHU�PDWHULDOO\�IURP�WKRVH�HVWLPDWHV�

(VWLPDWHV�DQG�XQGHUO\LQJ�DVVXPSWLRQV�DUH�UHYLHZHG�RQ�DQ�RQJRLQJ�EDVLV��
5HYLVLRQV�WR�DFFRXQWLQJ�HVWLPDWHV�DUH�UHFRJQL]HG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�
estimate is revised and in any future periods affected.

,QIRUPDWLRQ�DERXW�VLJQLƂFDQW�DUHDV�RI�HVWLPDWLRQ��XQFHUWDLQW\�DQG�FULWLFDO�
MXGJPHQWV�LQ�DSSO\LQJ�DFFRXQWLQJ�SROLFLHV�WKDW�KDYH�WKH�PRVW�VLJQLƂFDQW� 
HIIHFW�RQ�WKH�DPRXQWV�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV� 
DUH�GHVFULEHG�LQ�1RWH���
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For the Years Ended December 31, 2012 and 2011

Notes to the Consolidated Financial Statements

�H�� 5HFODVVLƂFDWLRQ�RI�SULRU�\HDU�FRPSDUDWLYHV
&HUWDLQ�SULRU�\HDU�FRPSDUDWLYHV�KDYH�EHHQ�UHFODVVLƂHG�WR�FRQIRUP�WR�WKH�
current year’s presentation.

3. Accounting policies
7KH�VLJQLƂFDQW�DFFRXQWLQJ�SROLFLHV�XVHG�LQ�WKH�SUHSDUDWLRQ�RI�WKHVH� 
ƂQDQFLDO�VWDWHPHQWV��LQFOXGLQJ�WKH�DFFRXQWLQJ�UHTXLUHPHQWV�RI�WKH�26),�� 
DUH�VXPPDUL]HG�EHORZ�

(a) Basis of consolidation
7KH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DVVHWV��OLDELOLWLHV��UHVXOWV�RI�
RSHUDWLRQV�DQG�FDVK�ƃRZV�RI�&HQWUDO���DQG�LWV�VXEVLGLDULHV����������%�&��/WG���
��������%�&��/WG���&HQWUDO�)LQDQFLDO�&RUSRUDWLRQ��������/WG���&HQWUDO���7UXVW�
&RPSDQ\��&�8��)LQDQFLDO�6HUYLFHV�/WG���&HQWUDO�'DWD�6\VWHPV�/WG���&HQWUDO�5LVN�
DQG�,QVXUDQFH�0DQDJHPHQW�6HUYLFHV�/WG���&833�6HUYLFHV�/WG���,QRYHUD�6ROXWLRQV�
,QF���/DQGPDUN�&UHGLW�/LPLWHG�DQG�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ��&HQWUDO���
RZQV�DOO�WKH�FRPPRQ�VKDUHV�RI�HDFK�RI�LWV�VXEVLGLDULHV��$OO�LQWHU�FRUSRUDWH�
WUDQVDFWLRQV�DQG�EDODQFHV�KDYH�EHHQ�HOLPLQDWHG�LQ�SUHSDULQJ�WKH�FRQVROLGDWHG�
ƂQDQFLDO�VWDWHPHQWV�

6XEVLGLDULHV�DUH�HQWLWLHV�FRQWUROOHG�E\�&HQWUDO����7KH�ƂQDQFLDO�VWDWHPHQWV�RI�
VXEVLGLDULHV�DUH�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�IURP�WKH�
GDWH�WKDW�FRQWURO�FRPPHQFHV�XQWLO�WKH�GDWH�WKDW�FRQWURO�FHDVHV��7KH�ƂQDQFLDO�
VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�XVLQJ�XQLIRUP�DFFRXQWLQJ�SROLFLHV�DFURVV�DOO�
VXEVLGLDULHV�IRU�OLNH�WUDQVDFWLRQV�DQG�RWKHU�HYHQWV�LQ�VLPLODU�FLUFXPVWDQFHV�

&HQWUDO���RZQV�DOO�RI�WKH�RXWVWDQGLQJ�FRPPRQ�VKDUHV�RI�&833�6HUYLFHV�/WG�� 
EXW�WKH�PDMRULW\�RI�WKH�RXWVWDQGLQJ�SUHIHUUHG�VKDUHV�DUH�RZQHG�E\�FUHGLW�
XQLRQV�LQ�%ULWLVK�&ROXPELD��&HQWUDO���UHFRJQL]HV�WKH�LQWHUHVWV�RI�WKHVH� 
SUHIHUUHG�VKDUHKROGHUV�RI�&833�6HUYLFHV�/WG��DV�1RQ�FRQWUROOLQJ�LQWHUHVW� 
LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�

&HQWUDO���RZQV�DOO�WKH�FRPPRQ�VKDUHV�RI�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ��
&HQWUDO���UHFRJQL]HV�WKH�HTXLW\�RI�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�DV�D� 
UHVHUYH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�GXH�WR�WKH�
UHVWULFWLRQV�RQ�GLVWULEXWLRQ�RI�WKHVH�DPRXQWV�DV�GHVFULEHG�LQ�1RWH���[��

)XUWKHU�LQIRUPDWLRQ�UHJDUGLQJ�&HQWUDO��ŒV�VXEVLGLDULHV�LV�FRQWDLQHG�LQ�1RWH����

6SHFLDO�SXUSRVH�HQWLWLHV��63(V��DUH�HQWLWLHV�WKDW�DUH�FUHDWHG�WR�DFFRPSOLVK�
D�QDUURZ�DQG�ZHOO�GHƂQHG�REMHFWLYH�VXFK�DV�WKH�VHFXULWL]DWLRQ�RI�SDUWLFXODU�
DVVHWV��RU�WKH�H[HFXWLRQ�RI�D�VSHFLƂF�ERUURZLQJ�RU�OHQGLQJ�WUDQVDFWLRQ��$Q�63(�
LV�FRQVROLGDWHG�LI��EDVHG�RQ�HYDOXDWLRQ�RI�WKH�VXEVWDQFH�RI�LWV�UHODWLRQVKLS�ZLWK�
&HQWUDO���DQG�WKH�63(ŒV�ULVNV�DQG�UHZDUGV��&HQWUDO���FRQFOXGHV�WKDW�LW�FRQWUROV�
WKH�63(��7KH�IROORZLQJ�FLUFXPVWDQFHV�PD\�LQGLFDWH�D�UHODWLRQVKLS�LQ�ZKLFK��LQ�
VXEVWDQFH��&HQWUDO���FRQWUROV�DQG�FRQVHTXHQWO\�FRQVROLGDWHV�DQ�63(�

 � 7KH�DFWLYLWLHV�RI�WKH�63(�DUH�EHLQJ�FRQGXFWHG�RQ�EHKDOI�RI�&HQWUDO���
DFFRUGLQJ�WR�LWV�VSHFLƂF�EXVLQHVV�QHHGV�VR�WKDW�&HQWUDO���REWDLQV�EHQHƂW�
IURP�WKH�63(ŒV�RSHUDWLRQ�

 � &HQWUDO���KDV�WKH�GHFLVLRQ�PDNLQJ�SRZHUV�WR�REWDLQ�WKH�PDMRULW\�RI�
WKH�EHQHƂWV�RI�WKH�DFWLYLWLHV�RI�WKH�63(�RU��E\�VHWWLQJ�XS�DQ�őDXWRSLORWŒ�
PHFKDQLVP��&HQWUDO���KDV�GHOHJDWHG�WKHVH�GHFLVLRQ�PDNLQJ�SRZHUV�

 � &HQWUDO���KDV�ULJKWV�WR�REWDLQ�WKH�PDMRULW\�RI�WKH�EHQHƂWV�RI�WKH�63(�DQG�
WKHUHIRUH�PD\�EH�H[SRVHG�WR�ULVNV�LQFLGHQW�WR�WKH�DFWLYLWLHV�RI�WKH�63(�

 � &HQWUDO���UHWDLQV�WKH�PDMRULW\�RI�WKH�UHVLGXDO�RU�RZQHUVKLS�ULVNV�UHODWHG� 
WR�WKH�63(�RU�LWV�DVVHWV�LQ�RUGHU�WR�REWDLQ�EHQHƂWV�IURP�LWV�DFWLYLWLHV�

7KH�DVVHVVPHQW�RI�ZKHWKHU�&HQWUDO���KDV�FRQWURO�RYHU�DQ�63(�LV�FDUULHG�RXW�
DW�LQFHSWLRQ�DQG�QRUPDOO\�QR�IXUWKHU�UHDVVHVVPHQW�RI�FRQWURO�LV�FDUULHG�RXW�
LQ�WKH�DEVHQFH�RI�FKDQJHV�LQ�WKH�VWUXFWXUH�RU�WHUPV�RI�WKH�63(��RU�DGGLWLRQDO�
WUDQVDFWLRQV�EHWZHHQ�&HQWUDO���DQG�WKH�63(��'D\�WR�GD\�FKDQJHV�LQ�PDUNHW�
FRQGLWLRQV�QRUPDOO\�GR�QRW�OHDG�WR�D�UHDVVHVVPHQW�RI�FRQWURO��+RZHYHU�� 
FKDQJHV�LQ�PDUNHW�FRQGLWLRQV�PD\�DOWHU�WKH�VXEVWDQFH�RI�WKH�UHODWLRQVKLS�
EHWZHHQ�&HQWUDO���DQG�WKH�63(�DQG�LQ�VXFK�LQVWDQFHV�&HQWUDO���GHWHUPLQHV�
ZKHWKHU�WKH�FKDQJH�ZDUUDQWV�D�UHDVVHVVPHQW�RI�FRQWURO�EDVHG�RQ�WKH�VSHFLƂF�
IDFWV�DQG�FLUFXPVWDQFHV��:KHUH�&HQWUDO��ŒV�YROXQWDU\�DFWLRQV��VXFK�DV�OHQGLQJ�
DPRXQWV�LQ�H[FHVV�RI�H[LVWLQJ�OLTXLGLW\�IDFLOLWLHV�RU�H[WHQGLQJ�WHUPV�EH\RQG�
WKRVH�HVWDEOLVKHG�RULJLQDOO\��FKDQJH�WKH�UHODWLRQVKLS�EHWZHHQ�&HQWUDO���DQG�DQ�
63(��&HQWUDO���SHUIRUPV�D�UHDVVHVVPHQW�RI�LWV�FRQWURO�RYHU�WKH�63(�

,QIRUPDWLRQ�DERXW�&HQWUDO��ŒV�VHFXULWL]DWLRQ�DFWLYLWLHV�LV�VHW�RXW�LQ�1RWH���J��
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(b) Foreign currency
7UDQVDFWLRQV�LQ�IRUHLJQ�FXUUHQFLHV�DUH�WUDQVODWHG�LQWR�&DQDGLDQ�GROODUV�DW�WKH�
VSRW�H[FKDQJH�UDWH�RQ�WKH�GDWH�RI�WKH�WUDQVDFWLRQ��6XEVHTXHQWO\��PRQHWDU\�
DVVHWV�DQG�OLDELOLWLHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�RQ�WKH�UHSRUWLQJ�GDWH�
DUH�UHWUDQVODWHG�LQWR�WKH�IXQFWLRQDO�FXUUHQF\�DW�WKH�VSRW�H[FKDQJH�UDWH�RQ�WKDW�
GDWH��1RQ�PRQHWDU\�DVVHWV�DQG�OLDELOLWLHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�
WKDW�DUH�PHDVXUHG�LQ�WHUPV�RI�KLVWRULFDO�FRVW�DUH�WUDQVODWHG�XVLQJ�WKH�H[FKDQJH�
rate on the date of the transaction.

)RUHLJQ�FXUUHQF\�GLIIHUHQFHV�DULVLQJ�RQ�WUDQVODWLRQ�DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�

(c) Financial assets and liabilities

i) Recognition
&HQWUDO���LQLWLDOO\�UHFRJQL]HV�ƂQDQFLDO�DVVHWV�RQ�WKH�GDWH�RQ�ZKLFK�WKH\�DUH�
DFTXLUHG�DQG�UHFRJQL]HV�ƂQDQFLDO�OLDELOLWLHV�RQ�WKH�GDWH�RQ�ZKLFK�WKH\�DUH�
LVVXHG��5HJXODU�ZD\�SXUFKDVHV�DQG�VDOHV�RI�ƂQDQFLDO�DVVHWV�DUH�UHFRJQL]HG�RQ�
WKH�VHWWOHPHQW�GDWH��$�ƂQDQFLDO�DVVHW�RU�OLDELOLW\�LV�PHDVXUHG�LQLWLDOO\�DW�IDLU�
YDOXH�SOXV��IRU�DQ�LWHP�QRW�DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV��WUDQVDFWLRQ� 
FRVWV�WKDW�DUH�GLUHFWO\�DWWULEXWDEOH�WR�LWV�DFTXLVLWLRQ�RU�LVVXH�

LL��&ODVVLƂFDWLRQ
&ODVVLƂFDWLRQ�RI�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�DUH�GHVFULEHG�LQ�1RWHV���G��WR���N��

iii) Derecognition
&HQWUDO���GHUHFRJQL]HV�D�ƂQDQFLDO�DVVHW�ZKHQ�WKH�FRQWUDFWXDO�ULJKWV�WR�WKH� 
FDVK�ƃRZV�IRU�WKH�ƂQDQFLDO�DVVHW�H[SLUH��RU�ZKHQ�LW�WUDQVIHUV�WKH�ƂQDQFLDO�DVVHW�
LQ�D�WUDQVDFWLRQ�LQ�ZKLFK�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�
RI�WKH�ƂQDQFLDO�DVVHW�DUH�WUDQVIHUUHG�RU�LQ�ZKLFK�&HQWUDO���QHLWKHU�WUDQVIHUV�
QRU�UHWDLQV�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�DQG�LW�GRHV�
QRW�UHWDLQ�FRQWURO�RI�WKH�ƂQDQFLDO�DVVHW��$Q\�LQWHUHVW�LQ�WUDQVIHUUHG�DVVHWV�WKDW�
TXDOLI\�IRU�GHUHFRJQLWLRQ�WKDW�LV�FUHDWHG�RU�UHWDLQHG�E\�&HQWUDO���LV�UHFRJQL]HG�
DV�D�VHSDUDWH�DVVHW�RU�OLDELOLW\�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�

2Q�GHUHFRJQLWLRQ�RI�D�ƂQDQFLDO�DVVHW��WKH�GLIIHUHQFH�EHWZHHQ�WKH�FDUU\LQJ� 
YDOXH�RI�WKH�DVVHW�DQG�WKH�VXP�RI�WKH�FRQVLGHUDWLRQ�UHFHLYHG�DQG�DQ\�
FXPXODWLYH�JDLQ�RU�ORVV�WKDW�KDV�EHHQ�UHFRJQL]HG�LQ�RWKHU�FRPSUHKHQVLYH�
LQFRPH�LV�UHFRJQL]HG�DV�SURƂW�RU�ORVV��

:KHUH�&HQWUDO���HQWHUV�LQWR�D�WUDQVDFWLRQ�ZKHUHE\�LW�WUDQVIHUV�DVVHWV�EXW�
UHWDLQV�DOO�RU�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS��WKH�WUDQVIHUUHG�
DVVHWV�DUH�QRW�GHUHFRJQL]HG��7UDQVIHUV�RI�DVVHWV�ZKHUH�&HQWUDO���UHWDLQV�DOO�RU�
VXEVWDQWLDOO\�DOO�ULVNV�DQG�UHZDUGV�LQFOXGH��IRU�H[DPSOH��VHFXULWLHV�OHQGLQJ�DQG�
repurchase transactions.

&HQWUDO���GHUHFRJQL]HV�D�ƂQDQFLDO�OLDELOLW\�ZKHQ�LWV�FRQWUDFWXDO�REOLJDWLRQV� 
DUH�GLVFKDUJHG�RU�H[SLUH�

iv) Offsetting
)LQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�DUH�RIIVHW�DQG�WKH�QHW�DPRXQW�SUHVHQWHG� 
LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�ZKHQ��DQG�RQO\�ZKHQ��
&HQWUDO���KDV�D�OHJDO�ULJKW�WR�VHW�RII�WKH�UHFRJQL]HG�DPRXQWV�DQG�LW�LQWHQGV� 
WR�HLWKHU�VHWWOH�RQ�D�QHW�EDVLV�RU�WR�UHDOLVH�WKH�DVVHW�DQG�OLDELOLW\�VLPXOWDQHRXVO\�

,QFRPH�DQG�H[SHQVHV�DUH�SUHVHQWHG�RQ�D�QHW�EDVLV�RQO\�ZKHQ�SHUPLWWHG�XQGHU�
,)56��RU�IRU�JDLQV�DQG�ORVVHV�DULVLQJ�IURP�D�JURXS�RI�VLPLODU�LQVWUXPHQWV�

v) Fair value measurement
1RWH���FRQWDLQV�LQIRUPDWLRQ�RQ�WKH�PHDVXUHPHQW�RI�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�
UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ�DW�IDLU�YDOXH�

YL��,GHQWLƂFDWLRQ�DQG�0HDVXUHPHQW�RI�LPSDLUPHQW
$W�HDFK�UHSRUWLQJ�GDWH��&HQWUDO���DVVHVVHV�ZKHWKHU�WKHUH�LV�REMHFWLYH�HYLGHQFH�
WKDW�ƂQDQFLDO�DVVHWV�QRW�FDUULHG�DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV�DUH�LPSDLUHG��
$�ƂQDQFLDO�DVVHW�RU�JURXS�RI�ƂQDQFLDO�DVVHWV�LV��DUH��LPSDLUHG�ZKHQ�REMHFWLYH�
HYLGHQFH�GHPRQVWUDWHV�WKDW�D�ORVV�HYHQW�KDV�RFFXUUHG�DIWHU�WKH�LQLWLDO�
UHFRJQLWLRQ�RI�WKH�DVVHW�V���DQG�WKDW�WKH�ORVV�HYHQW�KDV�DQ�LPSDFW�RQ�WKH� 
IXWXUH�FDVK�ƃRZV�RI�WKH�DVVHWV�V��WKDW�FDQ�EH�HVWLPDWHG�UHOLDEO\�

2EMHFWLYH�HYLGHQFH�WKDW�ƂQDQFLDO�DVVHWV�DUH�LPSDLUHG�FDQ�LQFOXGH�VLJQLƂFDQW�
ƂQDQFLDO�GLIƂFXOW\�RI�WKH�ERUURZHU�RU�LVVXHU��GHIDXOW�RU�GHOLQTXHQF\�E\�WKH�
ERUURZHU�RU�LQGLFDWLRQV�WKDW�D�ERUURZHU�RU�LVVXHU�ZLOO�HQWHU�EDQNUXSWF\��DQG� 
WKH�GLVDSSHDUDQFH�RI�DQ�DFWLYH�PDUNHW�IRU�WKH�VHFXULW\��,W�PD\�DOVR�LQFOXGH� 
RWKHU�REVHUYDEOH�GDWD�UHODWHG�WR�D�JURXS�RI�DVVHWV�VXFK�DV�DGYHUVH�FKDQJHV� 
LQ�WKH�SD\PHQW�VWDWXV�RI�ERUURZHUV�RU�LVVXHUV�LQ�WKH�JURXS�RU�HFRQRPLF�
FRQGLWLRQV�WKDW�FRUUHODWH�ZLWK�GHIDXOWV�LQ�WKH�JURXS�
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&HQWUDO���FRQVLGHUV�HYLGHQFH�RI�LPSDLUPHQW�IRU�ORDQV�DQG�LQYHVWPHQWV�VHFXULWLHV�
DW�ERWK�D�VSHFLƂF�DVVHW�DQG�FROOHFWLYH�OHYHO��$OO�LQGLYLGXDOO\�VLJQLƂFDQW�ORDQV�
DQG�LQYHVWPHQW�VHFXULWLHV�DUH�DVVHVVHG�IRU�VSHFLƂF�LPSDLUPHQW��$OO�LQGLYLGXDOO\�
VLJQLƂFDQW�ORDQV�DQG�LQYHVWPHQW�VHFXULWLHV�QRW�IRXQG�WR�EH�VSHFLƂFDOO\�LPSDLUHG�
DUH�WKHQ�FROOHFWLYHO\�DVVHVVHG�IRU�DQ\�LPSDLUPHQW�WKDW�KDV�EHHQ�LQFXUUHG�EXW�
QRW�\HW�LGHQWLƂHG��/RDQV�DQG�LQYHVWPHQW�VHFXULWLHV�WKDW�DUH�QRW�LQGLYLGXDOO\�
VLJQLƂFDQW�DUH�FROOHFWLYHO\�DVVHVVHG�IRU�LPSDLUPHQW�E\�JURXSLQJ�WRJHWKHU� 
ORDQV�DQG�LQYHVWPHQW�VHFXULWLHV�ZLWK�VLPLODU�FKDUDFWHULVWLFV�

,Q�DVVHVVLQJ�FROOHFWLYH�LPSDLUPHQW��&HQWUDO���XVHV�VWDWLVWLFDO�PRGHOOLQJ�RI�
KLVWRULFDO�WUHQGV�RI�WKH�SUREDELOLW\�RI�GHIDXOW��WLPLQJ�RI�UHFRYHULHV�DQG�WKH�
DPRXQW�RI�ORVV�LQFXUUHG��DGMXVWHG�IRU�PDQDJHPHQWŒV�MXGJPHQW�DV�WR�ZKHWKHU�
FXUUHQW�HFRQRPLF�DQG�FUHGLW�FRQGLWLRQV�DUH�VXFK�WKDW�WKH�DFWXDO�ORVVHV�DUH�OLNHO\�
WR�EH�JUHDWHU�RU�OHVV�WKDQ�VXJJHVWHG�E\�KLVWRULFDO�PRGHOOLQJ��'HIDXOW�UDWHV��ORVV�
UDWHV�DQG�WKH�H[SHFWHG�WLPLQJ�RI�IXWXUH�UHFRYHULHV�DUH�UHJXODUO\�EHQFKPDUNHG�
DJDLQVW�DFWXDO�RXWFRPHV�WR�HQVXUH�WKDW�WKH\�UHPDLQ�DSSURSULDWH�

,PSDLUPHQW�ORVVHV�RQ�DVVHWV�FDUULHG�DW�DPRUWL]HG�FRVW�DUH�PHDVXUHG�DV�WKH�
GLIIHUHQFH�EHWZHHQ�WKH�FDUU\LQJ�DPRXQW�RI�WKH�ƂQDQFLDO�DVVHW�DQG�WKH�SUHVHQW�
YDOXH�RI�HVWLPDWHG�IXWXUH�FDVK�ƃRZV�GLVFRXQWHG�DW�WKH�DVVHWŒV�RULJLQDO�HIIHFWLYH�
LQWHUHVW�UDWH��,PSDLUPHQW�ORVVHV�DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�DQG�UHƃHFWHG�
LQ�DQ�DOORZDQFH�DJDLQVW�ORDQV��,QWHUHVW�RQ�LPSDLUHG�DVVHWV�FRQWLQXHV�WR�EH�
UHFRJQL]HG�WKURXJK�WKH�XQZLQGLQJ�RI�WKH�GLVFRXQW��:KHQ�D�VXEVHTXHQW� 
HYHQW�FDXVHV�WKH�DPRXQW�RI�LPSDLUPHQW�ORVV�WR�GHFUHDVH��WKH�GHFUHDVH� 
LQ�LPSDLUPHQW�ORVV�LV�UHYHUVHG�WKURXJK�SURƂW�RU�ORVV�

&HQWUDO���ZULWHV�RII�ORDQV�DQG�LQYHVWPHQW�VHFXULWLHV�ZKHQ�WKH\�DUH�GHWHUPLQHG�
WR�EH�XQFROOHFWLEOH��,PSDLUPHQW�ORVVHV�RQ�DYDLODEOH�IRU�VDOH�LQYHVWPHQW�VHFXULWLHV�
DUH�UHFRJQL]HG�E\�WUDQVIHUULQJ�WKH�FXPXODWLYH�ORVV�WKDW�KDV�EHHQ�UHFRJQL]HG�LQ�
RWKHU�FRPSUHKHQVLYH�LQFRPH�WR�SURƂW�RU�ORVV�DV�D�UHFODVVLƂFDWLRQ�DGMXVWPHQW��
7KH�FXPXODWLYH�ORVV�WKDW�LV�UHFODVVLƂHG�IURP�RWKHU�FRPSUHKHQVLYH�LQFRPH�WR�
SURƂW�RU�ORVV�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�DFTXLVLWLRQ�FRVW��QHW�RI�DQ\�SULQFLSDO�
UHSD\PHQW�DQG�DPRUWL]DWLRQ��DQG�WKH�FXUUHQW�IDLU�YDOXH��OHVV�DQ\�LPSDLUPHQW�
ORVV�SUHYLRXVO\�UHFRJQL]HG�LQ�SURƂW�RU�ORVV��&KDQJHV�LQ�LPSDLUPHQW�SURYLVLRQV�
DWWULEXWDEOH�WR�WLPH�YDOXH�DUH�UHƃHFWHG�DV�D�FRPSRQHQW�RI�LQWHUHVW�LQFRPH�

,I��LQ�D�VXEVHTXHQW�SHULRG��WKH�IDLU�YDOXH�RI�DQ�LPSDLUHG�DYDLODEOH�IRU�VDOH�
GHEW�VHFXULW\�LQFUHDVHV�DQG�WKH�LQFUHDVH�FDQ�EH�REMHFWLYHO\�UHODWHG�WR�DQ�
HYHQW�RFFXUULQJ�DIWHU�WKH�LPSDLUPHQW�ORVV�ZDV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV��
WKH�LPSDLUPHQW�ORVV�LV�UHYHUVHG��ZLWK�WKH�DPRXQW�RI�WKH�UHYHUVDO�UHFRJQL]HG�
LQ�SURƂW�RU�ORVV��+RZHYHU��DQ\�VXEVHTXHQW�UHFRYHU\�LQ�WKH�IDLU�YDOXH�RI�DQ�
DYDLODEOH�IRU�VDOH�HTXLW\�VHFXULW\�LV�UHFRJQL]HG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�

YLL��'HVLJQDWLRQ�DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV
&HQWUDO���KDV�GHVLJQDWHG�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�DW�IDLU�YDOXH�WKURXJK�
SURƂW�RU�ORVV�LQ�WKH�IROORZLQJ�FLUFXPVWDQFHV�

 � 7KH�DVVHWV�RU�OLDELOLWLHV�DUH�PDQDJHG��HYDOXDWHG�DQG�UHSRUWHG�LQWHUQDOO\�
RQ�D�IDLU�YDOXH�EDVLV�

 � 7KH�GHVLJQDWLRQ�HOLPLQDWHV�RU�VLJQLƂFDQWO\�UHGXFHV�DQ�DFFRXQWLQJ�
PLVPDWFK�WKDW�ZRXOG�RWKHUZLVH�DULVH�

 � 7KH�DVVHW�RU�OLDELOLW\�FRQWDLQV�DQ�HPEHGGHG�GHULYDWLYH�WKDW�VLJQLƂFDQWO\�
PRGLƂHV�WKH�FDVK�ƃRZV�WKDW�ZRXOG�RWKHUZLVH�EH�UHTXLUHG�XQGHU� 
the contract.

(d) Cash and cash equivalents
&DVK�DQG�FDVK�HTXLYDOHQWV�LQFOXGH�QRWHV�DQG�FRLQV�RQ�KDQG�DQG��XQUHVWULFWHG�
EDODQFHV�KHOG�ZLWK�ƂQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�KLJKO\�OLTXLG�ƂQDQFLDO�DVVHWV�
ZLWK�RULJLQDO�PDWXULWLHV�RI�OHVV�WKDQ�WKUHH�PRQWKV��&DVK�DQG�FDVK�HTXLYDOHQWV� 
DUH�FDUULHG�DW�DPRUWL]HG�FRVW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�

�H��'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV
$PRXQWV�RQ�GHSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV�DUH�QRQ�GHULYDWLYH�
ƂQDQFLDO�DVVHWV�ZLWK�Ƃ[HG�RU�GHWHUPLQDEOH�SD\PHQWV�WKDW�DUH�QRW�TXRWHG�LQ� 
an active market.

$PRXQWV�RQ�GHSRVLW�DUH�LQLWLDOO\�PHDVXUHG�DW�IDLU�YDOXH�SOXV�LQFUHPHQWDO�GLUHFW�
WUDQVDFWLRQ�FRVWV��$PRXQWV�RQ�GHSRVLW�FODVVLƂHG�DV�ORDQV�DQG�UHFHLYDEOH�DUH�
VXEVHTXHQWO\�PHDVXUHG�DW�WKHLU�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�
UDWH��ZKLOH�DPRXQWV�RQ�GHSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV�FODVVLƂHG�DV�
DYDLODEOH�IRU�VDOH�RU�GHVLJQDWHG�DV�KHOG�IRU�WUDGLQJ�DUH�VXEVHTXHQWO\�PHDVXUHG�DW�
IDLU�YDOXH��&KDQJHV�LQ�IDLU�YDOXH�RQ�DYDLODEOH�IRU�VDOH�DVVHWV�DUH�UHFRJQL]HG�LQ�RWKHU�
FRPSUHKHQVLYH�LQFRPH�DQG�RQ�KHOG�IRU�WUDGLQJ�DVVHWV�WKURXJK�SURƂW�RU�ORVV�
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(f) Trading assets and liabilities
7UDGLQJ�DVVHWV�DQG�OLDELOLWLHV�DUH�WKRVH�DVVHWV�DQG�OLDELOLWLHV�WKDW�&HQWUDO���
DFTXLUHV�RU�LQFXUV�SULQFLSDOO\�IRU�WKH�SXUSRVH�RI�VHOOLQJ�RU�UHSXUFKDVLQJ�LQ� 
WKH�QHDU�WHUP��RU�KROGV�DV�SDUW�RI�D�SRUWIROLR�WKDW�LV�PDQDJHG�IRU�VKRUW�WHUP�
SURƂW�RU�SRVLWLRQ�WDNLQJ�

7UDGLQJ�DVVHWV�DQG�OLDELOLWLHV�DUH�LQLWLDOO\�UHFRJQL]HG�DQG�VXEVHTXHQWO\� 
PHDVXUHG�DW�IDLU�YDOXH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�� 
ZLWK�WUDQVDFWLRQ�FRVWV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV��$OO�FKDQJHV�LQ�IDLU�YDOXH� 
DUH�UHFRJQL]HG�DV�SDUW�RI�QHW�ƂQDQFLDO�LQFRPH�LQ�SURƂW�RU�ORVV��7UDGLQJ�DVVHWV�
DQG�OLDELOLWLHV�DUH�QRW�UHFODVVLƂHG�VXEVHTXHQW�WR�WKHLU�LQLWLDO�UHFRJQLWLRQ��H[FHSW�
WKDW�QRQ�GHULYDWLYH�WUDGLQJ�DVVHWV��RWKHU�WKDQ�WKRVH�GHVLJQDWHG�DW�IDLU�YDOXH�
WKURXJK�SURƂW�RU�ORVV�XSRQ�LQLWLDO�UHFRJQLWLRQ��PD\�EH�UHFODVVLƂHG�RXW�RI�WKH� 
IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV��L�H���WUDGLQJ��FDWHJRU\�LI�WKH\�DUH�QR�ORQJHU� 
KHOG�IRU�WKH�SXUSRVH�RI�EHLQJ�VROG�RU�UHSXUFKDVHG�LQ�WKH�QHDU�WHUP�DQG�WKH�
IROORZLQJ�FRQGLWLRQV�DUH�PHW�

 � ,I�WKH�ƂQDQFLDO�DVVHW�ZRXOG�KDYH�PHW�WKH�GHƂQLWLRQ�RI�ORDQV�DQG�
UHFHLYDEOHV��LW�PD\�EH�UHFODVVLƂHG�LI�&HQWUDO���KDV�WKH�LQWHQWLRQ�DQG�
DELOLW\�WR�KROG�WKH�ƂQDQFLDO�DVVHW�IRU�WKH�IRUHVHHDEOH�IXWXUH�RU�XQWLO�
maturity.

 � ,I�WKH�ƂQDQFLDO�DVVHW�ZRXOG�QRW�KDYH�PHW�WKH�GHƂQLWLRQ�RI�ORDQV�DQG�
UHFHLYDEOHV��LW�PD\�EH�UHFODVVLƂHG�RXW�RI�WKH�WUDGLQJ�FDWHJRU\�RQO\� 
LQ�őUDUH�FLUFXPVWDQFHVŒ�

(g)  Securitizations under the Canada Mortgage Bond (CMB) program  
and Insured Mortgage Purchase Program (IMPP) 

Securitizations prior to 2010
3ULRU�WR�������&HQWUDO���VHFXULWL]HG�SRROV�RI�PRUWJDJHV�DFTXLUHG�IURP�LWV�
PHPEHU�FUHGLW�XQLRQV�E\�FUHDWLQJ�*RYHUQPHQW�RI�&DQDGD�1DWLRQDO�+RXVLQJ�
$GPLQLVWUDWLRQ��1+$��0RUWJDJH�%DFNHG�6HFXULWLHV��0%6��

8QGHU�WKH�WHUPV�RI�WKH�PRUWJDJH�SXUFKDVH�DJUHHPHQW�EHWZHHQ�&HQWUDO��� 
DQG�WKH�PHPEHU�FUHGLW�XQLRQ��WKH�PHPEHU�FUHGLW�XQLRQ�DJUHHG�WR�LQGHPQLI\�
&HQWUDO���IRU�DQ\�ORVVHV�LQFXUUHG�GXH�WR�PRUWJDJRU�GHIDXOWV��

$GGLWLRQDOO\��&HQWUDO���DQG�WKH�PHPEHU�FUHGLW�XQLRQ�HQWHUHG�LQWR�VZDS�
DJUHHPHQWV�XQGHU�ZKLFK�WKH�PHPEHU�FUHGLW�XQLRQ�UHWDLQHG�LWV�LQWHUHVW�LQ�WKH�
VSUHDG�EHWZHHQ�WKH�LQWHUHVW�HDUQHG�RQ�WKH�XQGHUO\LQJ�PRUWJDJH�DVVHWV�DQG�
WKH�FRVW�RI�IXQGV�SDLG�WR�&HQWUDO���DV�SUHVFULEHG�LQ�WKH�VZDS�DJUHHPHQWV��7KH�
PHPEHU�FUHGLW�XQLRQ�FRQWLQXHV�WR�VHUYLFH�WKH�XQGHUO\LQJ�PRUWJDJHV�

$V�WKH�PHPEHU�FUHGLW�XQLRQ�UHWDLQV�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�
RZQHUVKLS�RI�WKH�XQGHUO\LQJ�PRUWJDJHV��&HQWUDO���UHFRJQL]HV�LWV�LQWHUHVW�LQ�
WKH�PRUWJDJH�DVVHWV�DFTXLUHG�DV�6HFXUHG�ORDQV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�
RI�ƂQDQFLDO�SRVLWLRQ��7KHVH�DVVHWV�ZHUH�LQLWLDOO\�UHFRJQL]HG�DQG�VXEVHTXHQWO\�
PHDVXUHG�DW�IDLU�YDOXH��ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�

&HQWUDO���KDV�WUDQVIHUUHG�FHUWDLQ�0%6�WR�&DQDGD�+RXVLQJ�7UXVW��&+7��XQGHU�
WKH�&0%�SURJUDP�RU�WR�&DQDGD�0RUWJDJH�DQG�+RXVLQJ�&RUSRUDWLRQ��&0+&��
XQGHU�WKH�,QVXUHG�0RUWJDJH�3XUFKDVH�3URJUDP��,033���8QGHU�WKH�WHUPV�RI�
WKHVH�DUUDQJHPHQWV��&HQWUDO���UHFHLYHV�SURFHHGV�HTXDO�WR�WKH�IDLU�YDOXH�RI�0%6�
WUDQVIHUUHG��DQG�DFFHSWV�WKH�REOLJDWLRQ�WR�SURYLGH�IXQGV�WR�&+7�DQG�&0+&�IRU�
SD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�GHEW�LQVWUXPHQWV�LVVXHG�E\�&+7�DQG�&0+&�
DV�VSHFLƂHG�LQ�VZDS�DUUDQJHPHQWV�EHWZHHQ�&HQWUDO���DQG�&+7�RU�&0+&�

3ULQFLSDO�SD\PHQWV�UHFHLYHG�RQ�WKH�XQGHUO\LQJ�PRUWJDJHV�DUH�XVHG�WR�DFTXLUH�
UHLQYHVWPHQW�DVVHWV�LQ�SULQFLSDO�UHWHQWLRQ�WUXVW�DFFRXQWV��,QWHUHVW�SD\PHQWV�
UHFHLYHG�RQ�WKH�XQGHUO\LQJ�PRUWJDJHV�DV�ZHOO�DV�LQWHUHVW�SD\PHQWV�UHFHLYHG� 
on reinvestment assets are transferred to interest retention trust accounts. 

%RWK�WKH�SULQFLSDO�UHWHQWLRQ�DQG�LQWHUHVW�UHWHQWLRQ�DFFRXQWV�DUH�PDQDJHG�E\�
&HQWUDO���RQ�EHKDOI�RI�HLWKHU�&+7�RU�&0+&��&RXSRQ�SD\PHQWV�RQ�WKH�GHEW�
REOLJDWLRQV�LVVXHG�E\�&+7�DQG�&0+&�DUH�FKDUJHG�WR�WKH�LQWHUHVW�UHWHQWLRQ�
DFFRXQW�ZLWK�DQ\�VKRUWIDOO�LQ�WKH�DFFRXQW�WR�EH�IXQGHG�E\�&HQWUDO���DQG�DQ\�
H[FHVV�WR�EH�UHWXUQHG�WR�&HQWUDO���DW�HDFK�FRXSRQ�GDWH�

$V�&HQWUDO���KDV�QRW�WUDQVIHUUHG�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�
RZQHUVKLS�RI�WKH�XQGHUO\LQJ�PRUWJDJHV�XQGHU�WKHVH�SURJUDPV��&HQWUDO���
FRQWLQXHV�WR�UHFRJQL]H�WKH�XQGHUO\LQJ�PRUWJDJHV�DV�VHFXUHG�ORDQV�DQG�WKH�
WUDQVIHUV�WR�&+7�DQG�&0+&�DUH�UHFRJQL]HG�DV�VHFXUHG�IXQGLQJ�DUUDQJHPHQWV�
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&HQWUDO���LQLWLDOO\�UHFRJQL]HV�DQG�VXEVHTXHQWO\�PHDVXUHV�WKH�REOLJDWLRQV�WR� 
&+7�DQG�&0+&�DW�IDLU�YDOXH��ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURƂW� 
RU�ORVV��&HQWUDO���LQLWLDOO\�UHFRJQL]HV�DQG�VXEVHTXHQWO\�PHDVXUHV�UHLQYHVWPHQW�
DVVHWV�DFTXLUHG�DW�IDLU�YDOXH��ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURƂW� 
RU�ORVV�

,QWHUHVW�LQFRPH�UHFRJQL]HG�RQ�VHFXUHG�ORDQV�LV�EDVHG�RQ�WKH�FRVW�RI�IXQGV�
VSHFLƂHG�LQ�WKH�UHODWHG�VZDS�DJUHHPHQW�EHWZHHQ�&HQWUDO���DQG�WKH�UHVSHFWLYH�
credit union. Fee income is recorded in other income. Interest income on 

UHLQYHVWPHQW�DVVHWV�LV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�EDVHG�RQ�WKH�FRQWUDFWXDO�
terms of the asset.

,QWHUHVW�H[SHQVH�RQ�REOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV�LV�EDVHG�
RQ�WKH�Ƃ[HG�RU�ƃRDWLQJ�FRVW�RI�IXQGV�UDWH�VSHFLƂHG�LQ�WKH�VZDS�DJUHHPHQW�
EHWZHHQ�&HQWUDO���DQG�&+7�RU�&0+&��1RWH����VHWV�RXW�WKH�GHWDLOV�ZLWK� 
UHVSHFW�WR�WKH�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�UHFRUGHG�ZLWK�UHVSHFW�WR�WKH� 
CMB and IMPP programs.

Securitizations post 2009
6XEVHTXHQW�WR�������&HQWUDO���VHFXULWL]DWLRQ�DFWLYLW\�SULPDULO\�LQYROYHV� 
LQGLUHFW�VHFXULWL]DWLRQV�ZKHUHE\�&HQWUDO���IDFLOLWDWHV�WKH�WUDQVIHUV�RI� 
1+$�0%6�E\�LWV�PHPEHU�FUHGLW�XQLRQV�E\�DFWLQJ�DV�D�VZDS�FRXQWHUSDUW\� 
ZLWK�&+7�DQG�WKURXJK�WKH�SURYLVLRQ�RI�DGPLQLVWUDWLYH�VHUYLFHV��,Q�VXFK�
LQVWDQFHV��LQGLUHFW�VHFXULWL]DWLRQ�WUDQVDFWLRQV�DUH�RII�EDODQFH�VKHHW�DQG� 
&HQWUDO���UHFRUGV�DGPLQLVWUDWLRQ�IHHV�DV�RWKHU�LQFRPH�ZKHQ�HDUQHG�EXW� 
&HQWUDO���GRHV�QRW�DFTXLUH�DQ�LQWHUHVW�LQ�WKH�XQGHUO\LQJ�PRUWJDJHV�

)URP�WLPH�WR�WLPH��&HQWUDO���PD\�DOVR�SDUWLFLSDWH�LQ�GLUHFW�VHFXULWL]DWLRQV�
E\�DFTXLULQJ�DQ�LQWHUHVW�LQ�WKLUG�SDUW\�0%6�RU�LQVXUHG�PRUWJDJH�SRROV�IURP�
LWV�PHPEHU�FUHGLW�XQLRQV�DQG�VXEVHTXHQWO\�WUDQVIHUULQJ�WKH�DVVRFLDWHG�0%6�

VHFXULWLHV�WR�&+7�XQGHU�WKH�&0%�SURJUDP�

0RUWJDJHV�WUDQVIHUUHG�WR�&+7�FRQWLQXH�WR�EH�UHFRJQL]HG�LQ�&HQWUDO��ŒV�
6WDWHPHQW�RI�)LQDQFLDO�3RVLWLRQ��DV�LQ�WKH�RSLQLRQ�RI�&HQWUDO��ŒV�PDQDJHPHQW�
WKHVH�WUDQVDFWLRQV�GR�QRW�UHVXOW�LQ�WKH�WUDQVIHU�RI�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�
UHZDUGV�RI�WKH�XQGHUO\LQJ�DVVHWV��&RQVLGHUDWLRQ�UHFHLYHG�IURP�&+7�DV�D�UHVXOW� 
RI�WKHVH�WUDQVDFWLRQV�LV�UHFRJQL]HG�LQ�&HQWUDO��ŒV�6WDWHPHQW�RI�)LQDQFLDO�3RVLWLRQ�
DV�D�VHFXUHG�ERUURZLQJ��

(h) Derivatives 
'HULYDWLYHV�DUH�PHDVXUHG�DW�IDLU�YDOXH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�
SRVLWLRQ��ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�

'HULYDWLYHV�PD\�EH�HPEHGGHG�LQ�RWKHU�FRQWUDFWXDO�DUUDQJHPHQWV��D�őKRVW�
FRQWUDFWŒ���&HQWUDO���DFFRXQWV�IRU�DQ�HPEHGGHG�GHULYDWLYH�VHSDUDWHO\�IURP�WKH�
KRVW�FRQWUDFW�ZKHQ�WKH�KRVW�FRQWUDFW�LV�QRW�LWVHOI�FDUULHG�DW�IDLU�YDOXH�WKURXJK�
SURƂW�RU�ORVV��WKH�WHUPV�RI�WKH�HPEHGGHG�GHULYDWLYH�PHHW�WKH�GHƂQLWLRQ�RI�D�
GHULYDWLYH�LI�WKH\�ZHUH�FRQWDLQHG�LQ�D�VHSDUDWH�FRQWUDFW��DQG�WKH�HFRQRPLF�
FKDUDFWHULVWLFV�DQG�ULVNV�RI�WKH�HPEHGGHG�GHULYDWLYH�DUH�QRW�FORVHO\�UHODWHG�WR�
WKH�HFRQRPLF�FKDUDFWHULVWLFV�DQG�ULVNV�RI�WKH�KRVW�FRQWUDFW��6HSDUDWH�HPEHGGHG�
GHULYDWLYHV�DUH�DFFRXQWHG�IRU�GHSHQGLQJ�RQ�WKHLU�FODVVLƂFDWLRQ��DQG�DUH�SUHVHQWHG�
LQ�WKH�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�WRJHWKHU�ZLWK�WKHLU�KRVW�FRQWUDFW�

(i) Loans
/RDQV�DUH�QRQ�GHULYDWLYH�ƂQDQFLDO�DVVHWV�ZLWK�Ƃ[HG�RU�GHWHUPLQDEOH�SD\PHQWV�
WKDW�DUH�QRW�TXRWHG�LQ�DQ�DFWLYH�PDUNHW�DQG�WKDW�&HQWUDO���GRHV�QRW�LQWHQG�WR�
VHOO�LPPHGLDWHO\�RU�LQ�WKH�VKRUW�WHUP�

/RDQV�DUH�LQLWLDOO\�PHDVXUHG�DW�IDLU�YDOXH�SOXV�LQFUHPHQWDO�GLUHFW�WUDQVDFWLRQ�
FRVWV��DQG�VXEVHTXHQWO\�PHDVXUHG�DW�WKHLU�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�
interest rate method.

(j)  Securities purchased under reverse repurchase agreements and  
sold under repurchase agreements.

6HFXULWLHV�SXUFKDVHG�XQGHU�UHYHUVH�UHSXUFKDVH�DJUHHPHQWV�FRQVLVW�RI�
WKH�SXUFKDVH�RI�WKH�VHFXULW\�ZLWK�D�FRPPLWPHQW�E\�&HQWUDO���WR�UHVHOO�WR�
WKH�RULJLQDO�VHOOHU�RQ�D�VSHFLƂHG�GDWH�DW�D�VSHFLƂHG�SULFH��)LQDQFLDO�DVVHWV�
acquired under reverse repurchase agreements, other than those acquired in 

VHFXULWL]DWLRQ�WUDQVDFWLRQV��DUH�FODVVLƂHG�DV�ORDQV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�
RI�ƂQDQFLDO�SRVLWLRQ��7KH�GLIIHUHQFH�EHWZHHQ�WKH�FRVW�RI�WKH�SXUFKDVH�DQG�
SUHGHWHUPLQHG�SURFHHGV�WR�EH�UHFHLYHG�RQ�D�UHVDOH�DJUHHPHQW�LV�UHFRUGHG� 
in interest income.
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$�UHSXUFKDVH�DJUHHPHQW�FRQVLVWV�RI�WKH�VDOH�RI�D�VHFXULW\�ZLWK�D�FRPPLWPHQW�
E\�&HQWUDO���WR�UHSXUFKDVH�WKH�VHFXULW\�RQ�D�VSHFLƂHG�GDWH�DW�D�VSHFLƂHG�
SULFH��2EOLJDWLRQV�UHODWHG�WR�VHFXULWLHV�VROG�XQGHU�UHSXUFKDVH�DJUHHPHQWV�DUH�
UHFRUGHG�DW�DPRUWL]HG�FRVW�DQG�LQ�WKH�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ��7KH�
GLIIHUHQFH�EHWZHHQ�WKH�SURFHHGV�UHFHLYHG�RQ�WKH�VDOH�RI�WKH�VHFXULW\�DQG�WKH�
DPRXQW�WKDW�&HQWUDO���DJUHHV�WR�UHSD\�XQGHU�WKH�UHSXUFKDVH�DJUHHPHQW�LV�
UHFRUGHG�LQ�LQWHUHVW�H[SHQVH�

(k) Investment securities
,QYHVWPHQW�VHFXULWLHV�DUH�LQLWLDOO\�PHDVXUHG�DW�IDLU�YDOXH�SOXV��LQ�WKH�FDVH� 
RI�LQYHVWPHQW�VHFXULWLHV�QRW�DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV��LQFUHPHQWDO�
GLUHFW�WUDQVDFWLRQ�FRVWV��DQG�VXEVHTXHQWO\�DFFRXQWHG�IRU�GHSHQGLQJ�RQ�WKHLU�
FODVVLƂFDWLRQ�DV�HLWKHU�KHOG�WR�PDWXULW\��IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV��RU�
DYDLODEOH�IRU�VDOH�

Held-to-maturity
+HOG�WR�PDWXULW\�LQYHVWPHQWV�DUH�QRQ�GHULYDWLYH�DVVHWV�ZLWK�Ƃ[HG�RU�
GHWHUPLQDEOH�SD\PHQWV�DQG�Ƃ[HG�PDWXULW\�WKDW�&HQWUDO���KDV�WKH�SRVLWLYH� 
LQWHQW�DQG�DELOLW\�WR�KROG�WR�PDWXULW\��DQG�ZKLFK�DUH�QRW�UHFRJQL]HG�DV�DW� 
IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV�RU�DV�DYDLODEOH�IRU�VDOH�

+HOG�WR�PDWXULW\�LQYHVWPHQWV�DUH�FDUULHG�DW�DPRUWL]HG�FRVW�XVLQJ�WKH� 
effective interest rate method. 

)DLU�YDOXH�WKURXJK�SURƂW�RU�ORVV
&HQWUDO���GHVLJQDWHV�VRPH�LQYHVWPHQW�VHFXULWLHV�DW�IDLU�YDOXH��ZLWK� 
FKDQJHV�UHFRJQL]HG�LPPHGLDWHO\�LQ�SURƂW�RU�ORVV�

Available-for-sale
$YDLODEOH�IRU�VDOH�LQYHVWPHQWV�DUH�QRQ�GHULYDWLYH�LQVWUXPHQWV�WKDW�DUH�
GHVLJQDWHG�DV�DYDLODEOH�IRU�VDOH�RU�DUH�QRW�FODVVLƂHG�DV�DQRWKHU�FDWHJRU\� 
RI�ƂQDQFLDO�DVVHWV��8QTXRWHG�HTXLW\�VHFXULWLHV�ZKRVH�IDLU�YDOXH�FDQ�EH� 
UHDGLO\�GHWHUPLQHG�DUH�FDUULHG�DW�IDLU�YDOXH�

&HUWDLQ�XQTXRWHG�HTXLW\�VHFXULWLHV�ZKRVH�IDLU�YDOXH�FDQQRW�EH�UHDGLO\�
GHWHUPLQHG�GXH�WR�D�ODFN�RI�DQ�DFWLYH�PDUNHW�DQG�WKH�ZLGH�GLYHUVLW\�RI� 
SRVVLEOH�YDOXDWLRQ�WHFKQLTXHV�DQG�DVVXPSWLRQV�DUH�FDUULHG�DW�FRVW��

7KH�H[LVWHQFH�RI�UHVWULFWLRQV�SODFHG�RQ�&HQWUDO��ŒV�DELOLW\�WR�WUDQVIHU�RU� 
VHOO�WKHVH�LQYHVWPHQWV�VHYHUHO\�OLPLWV�WKH�VL]H�RI�WKH�DYDLODEOH�PDUNHW��,Q�WKH�
DEVHQFH�RI�SXUFKDVHV�RU�VDOHV�RI�WKHVH�VHFXULWLHV�EHWZHHQ�DUPŒV�OHQJWK�SDUWLHV�
DFWLQJ�LQGHSHQGHQWO\��&HQWUDO���ZLOO�FRQWLQXH�WR�FDUU\�WKHVH�LQYHVWPHQWV�DW� 
WKH�YDOXH�GHWHUPLQHG�E\�UHIHUHQFH�WR�WKH�PRVW�UHFHQW�WUDQVDFWLRQ�ZKLFK� 
meets such criteria.

,QWHUHVW�LQFRPH�LV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�
PHWKRG��)RUHLJQ�H[FKDQJH�JDLQV�RU�ORVVHV�RQ�DYDLODEOH�IRU�VDOH�GHEW�VHFXULW\�
LQYHVWPHQWV�DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�

2WKHU�IDLU�YDOXH�FKDQJHV�DUH�UHFRJQL]HG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�XQWLO�
WKH�LQYHVWPHQW�LV�VROG�RU�LPSDLUHG��ZKHUHXSRQ�WKH�FXPXODWLYH�JDLQV�DQG�ORVVHV�
SUHYLRXVO\�UHFRJQL]HG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�DUH�UHFODVVLƂHG�WR�SURƂW�
RU�ORVV�DV�D�UHFODVVLƂFDWLRQ�DGMXVWPHQW�

$�QRQ�GHULYDWLYH�ƂQDQFLDO�DVVHW�PD\�EH�UHFODVVLƂHG�IURP�WKH�DYDLODEOH�IRU�VDOH�
FDWHJRU\�WR�WKH�ORDQV�DQG�UHFHLYDEOHV�FDWHJRU\�LI�LW�ZRXOG�RWKHUZLVH�KDYH�PHW�
WKH�GHƂQLWLRQ�RI�ORDQV�DQG�UHFHLYDEOHV�DQG�LI�&HQWUDO���KDV�WKH�LQWHQWLRQ�DQG�
DELOLW\�WR�KROG�WKDW�ƂQDQFLDO�DVVHW�IRU�WKH�IRUHVHHDEOH�IXWXUH�RU�XQWLO�PDWXULW\�

(l) Property and equipment
,WHPV�RI�SURSHUW\�DQG�HTXLSPHQW�DUH�PHDVXUHG�DW�FRVW�OHVV�DFFXPXODWHG�
GHSUHFLDWLRQ�DQG�DFFXPXODWHG�LPSDLUPHQW�ORVVHV��3XUFKDVHG�VRIWZDUH�WKDW� 
LV�LQWHJUDO�WR�WKH�IXQFWLRQDOLW\�RI�WKH�UHODWHG�HTXLSPHQW�LV�FDSLWDOL]HG�DV� 
part of equipment.

&RVW�LQFOXGHV�H[SHQGLWXUHV�WKDW�DUH�GLUHFWO\�DWWULEXWDEOH�WR�WKH�DFTXLVLWLRQ� 
RI�WKH�DVVHW��7KH�FRVW�RI�VHOI�FRQVWUXFWHG�DVVHWV�LQFOXGHV�WKH�FRVW�RI�PDWHULDOV�
DQG�GLUHFW�ODERXU��DQG�DQ\�RWKHU�FRVWV�GLUHFWO\�DWWULEXWDEOH�WR�EULQJLQJ�WKH�
DVVHWV�WR�D�ZRUNLQJ�FRQGLWLRQ�IRU�WKHLU�LQWHQGHG�XVH�

:KHQ�SDUWV�RI�DQ�LWHP�RI�SURSHUW\�DQG�HTXLSPHQW�KDYH�GLIIHUHQW�XVHIXO�OLYHV��
WKH\�DUH�DFFRXQWHG�IRU�DV�VHSDUDWH�LWHPV��PDMRU�FRPSRQHQWV��RI�SURSHUW\�DQG�
HTXLSPHQW��7KH�JDLQ�RU�ORVV�RQ�GLVSRVDO�RI�DQ�LWHP�RI�SURSHUW\�DQG�HTXLSPHQW� 
LV�GHWHUPLQHG�E\�FRPSDULQJ�WKH�SURFHHGV�IURP�GLVSRVDO�ZLWK�WKH�FDUU\LQJ�
DPRXQW�RI�WKH�LWHP�RI�SURSHUW\�DQG�HTXLSPHQW��DQG�LV�UHFRJQL]HG�QHW�ZLWKLQ�
RWKHU�LQFRPH�LQ�SURƂW�RU�ORVV�
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'HSUHFLDWLRQ�LV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�
HVWLPDWHG�XVHIXO�OLYHV�RI�HDFK�SDUW�RI�DQ�LWHP�RI�SURSHUW\�DQG�HTXLSPHQW��
VLQFH�WKLV�PRVW�FORVHO\�UHƃHFWV�WKH�SDWWHUQ�RI�FRQVXPSWLRQ�RI�IXWXUH�HFRQRPLF�
EHQHƂWV�HPERGLHG�LQ�WKH�DVVHW��/HDVHG�DVVHWV�XQGHU�ƂQDQFH�OHDVHV�DUH�GHSUHFLDWHG�
RYHU�WKH�VKRUWHU�RI�WKH�OHDVH�WHUP�DQG�WKHLU�XVHIXO�OLYHV��/DQG�LV�QRW�GHSUHFLDWHG�

7KH�HVWLPDWHG�XVHIXO�OLYHV�IRU�WKH�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV� 
DUH�DV�IROORZV�

Buildings ���\HDUV

Computer hardware ��WR���\HDUV

)XUQLWXUH��Ƃ[WXUHV�DQG�HTXLSPHQW 3 to 10 years

Leaseholds
/HVVHU�RI�WKH�XVHIXO�OLIH�RI�WKH 

OHDVHKROG�RU�WKH�WHUP�RI�WKH�OHDVH

'HSUHFLDWLRQ�PHWKRGV��XVHIXO�OLYHV�DQG�UHVLGXDO�YDOXHV�DUH�UHDVVHVVHG�HDFK�
UHSRUWLQJ�SHULRG�DQG�DGMXVWHG�LI�DSSURSULDWH�

(m) Investment property
,QYHVWPHQW�SURSHUW\�LV�SURSHUW\�KHOG�HLWKHU�WR�HDUQ�UHQWDO�LQFRPH�RU�IRU�FDSLWDO�
DSSUHFLDWLRQ�RU�IRU�ERWK��EXW�QRW�IRU�VDOH�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��XVH�
LQ�WKH�SURGXFWLRQ�RU�VXSSO\�RI�JRRGV�RU�VHUYLFHV��RU�IRU�DGPLQLVWUDWLYH�SXUSRVHV��
:KHQ�WKH�XVH�RI�D�SURSHUW\�FKDQJHV�VXFK�WKDW�LW�LV�UHFODVVLƂHG�DV�SURSHUW\�DQG�
HTXLSPHQW��LWV�IDLU�YDOXH�DW�WKH�GDWH�RI�UHFODVVLƂFDWLRQ�EHFRPHV�LWV�FRVW�IRU�
VXEVHTXHQW�DFFRXQWLQJ�

,WHPV�RI�LQYHVWPHQW�SURSHUW\�DUH�PHDVXUHG�DW�FRVW�OHVV�DFFXPXODWHG�GHSUHFLDWLRQ�
DQG�DFFXPXODWHG�LPSDLUPHQW�ORVVHV��&RVW�LQFOXGHV�H[SHQGLWXUHV�WKDW�DUH�GLUHFWO\�
DWWULEXWDEOH�WR�WKH�DFTXLVLWLRQ�RI�WKH�DVVHW��:KHQ�SDUWV�RI�DQ�LWHP�RI�LQYHVWPHQW�
SURSHUW\�KDYH�GLIIHUHQW�XVHIXO�OLYHV��WKH\�DUH�DFFRXQWHG�IRU�DV�VHSDUDWH�LWHPV�
�PDMRU�FRPSRQHQWV��RI�LQYHVWPHQW�SURSHUW\�

'HSUHFLDWLRQ�LV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�
HVWLPDWHG�XVHIXO�OLYHV�RI�HDFK�SDUW�RI�DQ�LWHP�RI�LQYHVWPHQW�SURSHUW\��7KH�
HVWLPDWHG�XVHIXO�OLYHV�IRU�WKH�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV�DUH�DV�IROORZV�

Buildings ���\HDUV

(n) Intangible assets
6RIWZDUH�DFTXLUHG�E\�&HQWUDO���LV�FODVVLƂHG�DV�LQWDQJLEOH�DVVHW�DQG�LV�VWDWHG� 
DW�FRVW�OHVV�DFFXPXODWHG�DPRUWL]DWLRQ�DQG�DFFXPXODWHG�LPSDLUPHQW�ORVVHV�

([SHQGLWXUH�RQ�LQWHUQDOO\�GHYHORSHG�VRIWZDUH�LV�UHFRJQL]HG�DV�DQ�DVVHW�ZKHQ�
&HQWUDO���LV�DEOH�WR�GHPRQVWUDWH�LWV�LQWHQWLRQ�DQG�DELOLW\�WR�FRPSOHWH�WKH�
GHYHORSPHQW�DQG�XVH�WKH�VRIWZDUH�LQ�D�PDQQHU�WKDW�ZLOO�JHQHUDWH�IXWXUH�
HFRQRPLF�EHQHƂWV��DQG�FDQ�UHOLDEO\�PHDVXUH�WKH�FRVWV�WR�FRPSOHWH�WKH�
GHYHORSPHQW��7KH�FDSLWDOL]HG�FRVWV�RI�LQWHUQDOO\�GHYHORSHG�VRIWZDUH�LQFOXGH�DOO�
FRVWV�GLUHFWO\�DWWULEXWDEOH�WR�GHYHORSLQJ�WKH�VRIWZDUH�DQG�FDSLWDOL]HG�ERUURZLQJ�
FRVWV��DQG�DUH�DPRUWL]HG�RYHU�LWV�XVHIXO�OLIH��,QWHUQDOO\�GHYHORSHG�VRIWZDUH�LV�
VWDWHG�DW�FDSLWDOL]HG�FRVW�OHVV�DFFXPXODWHG�DPRUWL]DWLRQ�DQG�LPSDLUPHQW�

6XEVHTXHQW�H[SHQGLWXUH�RQ�VRIWZDUH�DVVHWV�LV�FDSLWDOL]HG�RQO\�ZKHQ�LW�LQFUHDVHV�
WKH�IXWXUH�HFRQRPLF�EHQHƂWV�HPERGLHG�LQ�WKH�VSHFLƂF�DVVHW�WR�ZKLFK�LW�UHODWHV��
$OO�RWKHU�H[SHQGLWXUH�LV�H[SHQVHG�DV�LQFXUUHG�

$PRUWL]DWLRQ�LV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�
HVWLPDWHG�XVHIXO�OLIH�RI�WKH�VRIWZDUH��IURP�WKH�GDWH�WKDW�LW�LV�DYDLODEOH�IRU�XVH��
VLQFH�WKLV�PRVW�FORVHO\�UHƃHFWV�WKH�H[SHFWHG�SDWWHUQ�RI�FRQVXPSWLRQ�RI�WKH�
IXWXUH�HFRQRPLF�EHQHƂWV�HPERGLHG�LQ�WKH�DVVHW��7KH�HVWLPDWHG�XVHIXO�OLIH� 
RI�VRIWZDUH�LV�WKUHH�WR�ƂYH�\HDUV�

$PRUWL]DWLRQ�PHWKRGV��XVHIXO�OLYHV�DQG�UHVLGXDO�YDOXHV�DUH�UHYLHZHG�DW�HDFK�
ƂQDQFLDO�\HDU�HQG�DQG�DGMXVWHG�LI�DSSURSULDWH�

�R��,QYHVWPHQW�LQ�DIƂOLDWHV
,QYHVWPHQWV�LQ�DIƂOLDWHV�DUH�DFFRXQWHG�IRU�XVLQJ�WKH�HTXLW\�PHWKRG�RI�
DFFRXQWLQJ��$V�VXFK��&HQWUDO��ŒV�RULJLQDO�LQYHVWPHQW�LV�UHFRUGHG�DW�DFTXLVLWLRQ�
FRVW�DQG�LV�DGMXVWHG�WKHUHDIWHU�E\�&HQWUDO��ŒV�DSSURSULDWH�VKDUH�RI�WKH�DIƂOLDWHŒV�
QHW�LQFRPH��XQGHU�WKH�HTXLW\�PHWKRG�RI�DFFRXQWLQJ��LQ�SHULRGV�VXEVHTXHQW� 
to the acquisition date.

(QWLWLHV�IRU�ZKLFK�&HQWUDO���DSSOLHV�WKH�HTXLW\�PHWKRG�RI�DFFRXQWLQJ�DUH�
LQFOXGHG�LQ�1RWH����DQG����
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(p) Leases

Central 1 as lessee
/HDVHV�ZKHUH�&HQWUDO���DVVXPHV�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV� 
RI�RZQHUVKLS�DUH�FODVVLƂHG�DV�ƂQDQFH�OHDVHV��8SRQ�LQLWLDO�UHFRJQLWLRQ�� 
WKH�OHDVHG�DVVHW�LV�PHDVXUHG�DW�DQ�DPRXQW�HTXDO�WR�WKH�ORZHU�RI�LWV�IDLU�
YDOXH�DQG�WKH�SUHVHQW�YDOXH�RI�WKH�PLQLPXP�OHDVH�SD\PHQWV��6XEVHTXHQW�
WR�LQLWLDO�UHFRJQLWLRQ��PLQLPXP�OHDVH�SD\PHQWV�PDGH�XQGHU�ƂQDQFH�OHDVHV�
DUH�DSSRUWLRQHG�EHWZHHQ�WKH�ƂQDQFH�H[SHQVH�DQG�WKH�UHGXFWLRQ�RI�WKH�
RXWVWDQGLQJ�OLDELOLW\��7KH�ƂQDQFH�H[SHQVH�LV�DOORFDWHG�WR�HDFK�SHULRG�GXULQJ�
WKH�OHDVH�WHUP�VR�DV�WR�SURGXFH�D�FRQVWDQW�SHULRGLF�UDWH�RI�LQWHUHVW�RQ�WKH�
UHPDLQLQJ�EDODQFH�RI�WKH�OLDELOLW\�

2WKHU�OHDVHV�DUH�RSHUDWLQJ�OHDVHV��3D\PHQWV�PDGH�XQGHU�RSHUDWLQJ�OHDVHV� 
DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�WHUP�RI�WKH�
OHDVH��/HDVH�LQFHQWLYHV�UHFHLYHG�DUH�UHFRJQL]HG�DV�DQ�LQWHJUDO�SDUW�RI�WKH� 
WRWDO�OHDVH�H[SHQVH��RYHU�WKH�WHUP�RI�WKH�OHDVH�

Central 1 as lessor
/HDVLQJ�DJUHHPHQWV�ZKHUHE\�&HQWUDO���HDUQV�UHQWDO�LQFRPH�RQ�SUHPLVHV�
FODVVLƂHG�DV�LQYHVWPHQW�SURSHUW\�DUH�FODVVLƂHG�DV�RSHUDWLQJ�OHDVHV��&HQWUDO���
UHFRJQL]HV�UHQWDO�LQFRPH�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�WHUP�RI�WKH�OHDVH��
/HDVH�LQGXFHPHQWV�DUH�UHFRJQL]HG�DV�DQ�LQWHJUDO�SDUW�RI�WKH�WRWDO�OHDVH� 
LQFRPH��RYHU�WKH�WHUP�RI�WKH�OHDVH�

�T��,PSDLUPHQW�RI�QRQ�ƂQDQFLDO�DVVHWV
7KH�FDUU\LQJ�YDOXH�RI�&HQWUDO��ŒV�QRQ�ƂQDQFLDO�DVVHWV��RWKHU�WKDQ�LQYHVWPHQW�
SURSHUW\�DQG�GHIHUUHG�WD[�DVVHWV��DUH�UHYLHZHG�DW�HDFK�UHSRUWLQJ�GDWH�WR�
GHWHUPLQH�ZKHWKHU�WKHUH�LV�DQ\�LQGLFDWLRQ�RI�LPSDLUPHQW��,I�DQ\�VXFK� 
LQGLFDWLRQ�H[LVWV�WKHQ�WKH�DVVHWŒV�UHFRYHUDEOH�DPRXQW�LV�HVWLPDWHG��7KH�
UHFRYHUDEOH�DPRXQW�RI�DQ�DVVHW�LV�WKH�JUHDWHU�RI�LWV�YDOXH�LQ�XVH�DQG�LWV�IDLU�
YDOXH�OHVV�FRVWV�WR�VHOO��,Q�DVVHVVLQJ�WKH�YDOXH�LQ�XVH��WKH�HVWLPDWHG�IXWXUH� 
FDVK�ƃRZV�DVVRFLDWHG�ZLWK�WKH�DVVHW�DUH�GLVFRXQWHG�WR�WKHLU�SUHVHQW�YDOXH� 
XVLQJ�D�SUH�WD[�GLVFRXQW�UDWH�WKDW�UHƃHFWV�FXUUHQW�PDUNHW�DVVHVVPHQWV�RI� 
WKH�WLPH�YDOXH�RI�PRQH\�DQG�WKH�ULVNV�VSHFLƂF�WR�WKH�DVVHW�

$Q�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG�LI�WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHW�H[FHHGV�LWV�
UHFRYHUDEOH�DPRXQW��,PSDLUPHQW�ORVVHV�UHFRJQL]HG�LQ�SULRU�SHULRGV�DUH�DVVHVVHG�
DW�HDFK�UHSRUWLQJ�GDWH�IRU�DQ\�LQGLFDWLRQ�WKDW�WKH�ORVV�KDV�GHFUHDVHG�RU�QR�
ORQJHU�H[LVWV��,I�WKH�LPSDLUPHQW�KDV�GHFUHDVHG�RU�QR�ORQJHU�H[LVWV��LPSDLUPHQW�
ORVV�LV�UHYHUVHG�WR�WKH�H[WHQW�WKDW�WKH�HVWLPDWHG�UHFRYHUDEOH�DPRXQW�GRHV�
QRW�H[FHHG�WKH�FDUU\LQJ�DPRXQW�WKDW�ZRXOG�KDYH�EHHQ�GHWHUPLQHG�QHW�RI�
GHSUHFLDWLRQ�LI�QR�LPSDLUPHQW�ORVV�KDG�EHHQ�UHFRJQL]HG�

(r) Deposits, debt securities issued and subordinated liabilities
'HSRVLWV��GHEW�VHFXULWLHV�LVVXHG�DQG�VXERUGLQDWHG�OLDELOLWLHV�DUH�LQLWLDOO\�
PHDVXUHG�DW�IDLU�YDOXH�SOXV�LQFUHPHQWDO�WUDQVDFWLRQ�FRVWV��DQG�VXEVHTXHQWO\�
PHDVXUHG�DW�WKHLU�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG�

(s) Provisions
$�SURYLVLRQ�LV�UHFRJQL]HG�LI��DV�D�UHVXOW�RI�D�SDVW�HYHQW��&HQWUDO���KDV�D�SUHVHQW�
OHJDO�RU�FRQVWUXFWLYH�REOLJDWLRQ�WKDW�FDQ�EH�HVWLPDWHG�UHOLDEO\��DQG�LW�LV�SUREDEOH�
WKDW�DQ�RXWƃRZ�RI�HFRQRPLF�EHQHƂWV�ZLOO�EH�UHTXLUHG�WR�VHWWOH�WKH�REOLJDWLRQ��
3URYLVLRQV�DUH�GHWHUPLQHG�E\�GLVFRXQWLQJ�WKH�H[SHFWHG�IXWXUH�FDVK�ƃRZV�DW�
D�SUH�WD[�UDWH�WKDW�UHƃHFWV�FXUUHQW�PDUNHW�DVVHVVPHQWV�RI�WKH�WLPH�YDOXH�RI�
PRQH\�DQG��ZKHUH�DSSURSULDWH��WKH�ULVNV�VSHFLƂF�WR�WKH�OLDELOLW\�

(t) Insurance contracts
,QVXUDQFH�FRQWUDFWV�DUH�WKRVH�FRQWUDFWV�WKDW�WUDQVIHU�VLJQLƂFDQW�LQVXUDQFH�
ULVN�DW�WKH�LQFHSWLRQ�RI�WKH�FRQWUDFW��,QVXUDQFH�ULVN�LV�WUDQVIHUUHG�ZKHQ�
WKH�RQH�SDUW\�DJUHHV�WR�FRPSHQVDWH�DQRWKHU�SDUW\��WKH�SROLF\KROGHU��LI�D�
VSHFLƂHG�XQFHUWDLQ�IXWXUH�HYHQW��RWKHU�WKDQ�D�FKDQJH�LQ�D�ƂQDQFLDO�YDULDEOH��
DGYHUVHO\�DIIHFWV�WKH�SROLF\KROGHU��$Q\�FRQWUDFWV�QRW�PHHWLQJ�WKH�GHƂQLWLRQ�
RI�DQ�LQVXUDQFH�FRQWUDFW�DUH�FODVVLƂHG�DV�LQYHVWPHQW�FRQWUDFWV�RU�GHULYDWLYH�
contracts, as appropriate.

&HQWUDO����WKURXJK�LWV�VXEVLGLDULHV�&833�6HUYLFHV�/WG��DQG�6WDELOL]DWLRQ�)XQG�
&RUSRUDWLRQ��SURYLGHV�LQVXUDQFH�UHODWHG�VHUYLFHV�WR�LWV�PHPEHUV��&833�6HUYLFHV�
/WG��LV�LQFRUSRUDWHG�XQGHU�WKH�ODZV�RI�%ULWLVK�&ROXPELD�DQG�LV�VXEMHFW�WR�WKH�
,QVXUDQFH��&DSWLYH�&RPSDQ\��$FW�RI�%ULWLVK�&ROXPELD�

6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�SURYLGHV�OLPLWHG�ORVV�SUHYHQWLRQ�DQG�UHKDELOLWDWLRQ�
VHUYLFHV�RQ�EHKDOI�RI�PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR�
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&833�6HUYLFHV�/WG��SURYLGHV�WKH�IROORZLQJ�LQVXUDQFH�WR�LWV�VKDUHKROGHUV�

 � 3URIHVVLRQDO�OLDELOLW\�LQVXUDQFH��LQFOXGLQJ�GLUHFWRUVŒ�DQG�RIƂFHUVŒ��
FRUSRUDWH�HUURUV�DQG�RPLVVLRQV��DQG�HPSOR\PHQW�SUDFWLFHV�OLDELOLW\�
insurance.

 � 0DVWHU�SURSHUW\�LQVXUDQFH��LQFOXGLQJ�SURSHUW\��OLDELOLW\��ƂQDQFLDO� 
DQG�ERLOHU�DQG�PDFKLQHU\�LQVXUDQFH�

3UHPLXPV�HDUQHG�DUH�LQFOXGHG�LQ�2WKHU�LQFRPH�DQG�DFFRXQWHG�IRU�LQ�WKH� 
SHULRG�LQ�ZKLFK�WKH�FRQWUDFW�LV�HQWHUHG�LQWR��DQG�LQFOXGH�HVWLPDWHV�ZKHUH� 
the amounts are not determined at the end of the reporting period. Premiums 

DUH�HDUQHG�DV�UHYHQXH�RQ�D�WLPH�SURSRUWLRQDWH�EDVLV�RYHU�WKH�WHUP�RI�WKH�
LQVXUDQFH�FRYHUDJH��$�SURYLVLRQ�IRU�XQHDUQHG�SUHPLXPV�LV�LQFOXGHG�LQ�2WKHU�
OLDELOLWLHV�DQG�UHSUHVHQWV�WKH�SRUWLRQ�RI�SUHPLXPV�ZULWWHQ�UHODWLQJ�WR�SHULRGV� 
RI�LQVXUDQFH�FRYHUDJH�VXEVHTXHQW�WR�WKH�UHSRUWLQJ�SHULRG�

&HQWUDO����LQ�FRQVXOWDWLRQ�ZLWK�LWV�DFWXDULHV��PDLQWDLQV�D�SURYLVLRQ�IRU�XQSDLG�
FODLPV��LQFOXGLQJ�DGMXVWPHQW�H[SHQVHV��ZKLFK�LV�GLVFRXQWHG��DQG�UHSUHVHQWV� 
WKH�HVWLPDWHG�DPRXQWV�UHTXLUHG�WR�VHWWOH�DOO�RXWVWDQGLQJ�DQG�XQUHSRUWHG�
FODLPV�LQFXUUHG�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��7KH�LQLWLDO�HVWLPDWH�RI�
XQSDLG�FODLPV�LV�SUHSDUHG�RQ�DQ�XQGLVFRXQWHG�EDVLV�XVLQJ�DVVXPSWLRQV��
KLVWRULFDO�WUHQGV��DQG�GDWD�DYDLODEOH�RQ�LQGLYLGXDO�FODLPV�WR�GHWHUPLQH�DQ�
H[SHFWHG�1HW�/RVV�5DWLR��1HW�/RVV�5DWLR�LV�WKH�UDWLR�RI�FODLPV�LQFXUUHG�GXULQJ� 
D�VSHFLƂHG�SHULRG�WR�WKH�SUHPLXPV�HDUQHG�GXULQJ�WKDW�SHULRG��7KH�GLVFRXQWHG�
SURYLVLRQ�IRU�XQSDLG�FODLPV�LQFRUSRUDWHV�DVVXPSWLRQV�DERXW�SURMHFWHG�FDVK�
ƃRZV�DQG�SURYLVLRQV�IRU�DGYHUVH�GHYLDWLRQV�

'LIIHUHQFHV�EHWZHHQ�WKH�HVWLPDWHG�FRVW�DQG�VXEVHTXHQW�VHWWOHPHQW�RI�FODLPV�
DUH�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�SURƂW�RU�ORVV�LQ�WKH�\HDU�LQ�ZKLFK�
WKH\�DUH�VHWWOHG�RU�LQ�ZKLFK�WKH�SURYLVLRQ�IRU�FODLPV�RXWVWDQGLQJ�LV�UH�HVWLPDWHG��
7KH�SURYLVLRQ�IRU�XQSDLG�FODLPV�LV�VXEMHFW�WR�PHDVXUHPHQW�XQFHUWDLQW\�

7KH�EXVLQHVV�ULVNV�RI�LQVXUDQFH�UHVLGH�LQ�WKH�SULFLQJ�RI�WKH�SURGXFW��LQ�
PDQDJHPHQW�RI�LQYHVWPHQW�IXQGV��DQG�LQ�WKH�HVWLPDWLRQ�RI�SROLF\�OLDELOLWLHV��
&HQWUDO���PRQLWRUV�LWV�H[SRVXUH�WR�LQVXUDQFH�ULVN�E\�SHUIRUPLQJ�VHQVLWLYLW\�
DQDO\VLV�ZKHUHE\�WKH�SRWHQWLDO�LPSDFW�RI�FKDQJHV�WR�&HQWUDO��ŒV�H[SHFWHG�1HW�
/RVV�5DWLR�RQ�SUH�WD[�HDUQLQJV�DQG�HTXLW\�DUH�HYDOXDWHG��2QJRLQJ�PDQDJHPHQW�
SUDFWLFHV�DQG�SROLFLHV�RI�&HQWUDO���DQG�LWV�VXEVLGLDULHV�LQ�XQGHUZULWLQJ��FODLPV�
DQG�LQYHVWPHQW�DFWLYLWLHV�KHOS�PLWLJDWH�WKHVH�ULVN�H[SRVXUHV�

(u) Financial guarantees
)LQDQFLDO�JXDUDQWHHV�DUH�FRQWUDFWV�WKDW�UHTXLUH�&HQWUDO���WR�PDNH�VSHFLƂHG�
SD\PHQWV�WR�UHLPEXUVH�WKH�KROGHU�IRU�D�ORVV�LW�LQFXUV�EHFDXVH�D�VSHFLƂHG�
GHEWRU�IDLOV�WR�PDNH�SD\PHQW�ZKHQ�GXH�LQ�DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�D�
GHEW�LQVWUXPHQW��)LQDQFLDO�JXDUDQWHH�OLDELOLWLHV�DUH�UHFRJQL]HG�LQLWLDOO\�DW�WKHLU�
IDLU�YDOXH��DQG�WKH�LQLWLDO�IDLU�YDOXH�LV�DPRUWL]HG�RYHU�WKH�OLIH�RI�WKH�ƂQDQFLDO�
JXDUDQWHH��7KH�ƂQDQFLDO�JXDUDQWHH�LV�VXEVHTXHQWO\�FDUULHG�DW�WKH�KLJKHU�RI�
WKLV�DPRUWL]HG�DPRXQW�DQG�WKH�SUHVHQW�YDOXH�RI�DQ\�H[SHFWHG�SD\PHQW�ZKHQ�
D�SD\PHQW�XQGHU�WKH�JXDUDQWHH�EHFRPHV�SUREDEOH��)LQDQFLDO�JXDUDQWHHV�DUH�
LQFOXGHG�ZLWKLQ�RWKHU�OLDELOLWLHV�

(v) Income taxes
,QFRPH�WD[�H[SHQVH�FRPSULVHV�FXUUHQW�DQG�GHIHUUHG�WD[��&XUUHQW�WD[�DQG�GHIHUUHG�
WD[�DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�H[FHSW�WR�WKH�H[WHQW�WKDW�LW�UHODWHV�WR�LWHPV�
UHFRJQL]HG�GLUHFWO\�LQ�HTXLW\�RU�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�

&XUUHQW�WD[�LV�WKH�HQDFWHG�WD[�SD\DEOH�RU�UHFHLYDEOH�RQ�WKH�WD[DEOH�LQFRPH�
RU�ORVV�IRU�WKH�\HDU��XVLQJ�WD[�UDWHV�HQDFWHG�RU�VXEVWDQWLYHO\�HQDFWHG�DW�WKH�
UHSRUWLQJ�GDWH��DQG�DQ\�DGMXVWPHQW�WR�WD[�SD\DEOH�LQ�UHVSHFW�RI�SUHYLRXV�\HDUV�

'HIHUUHG�WD[�LV�UHFRJQL]HG�LQ�UHVSHFW�RI�WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�WKH�
FDUU\LQJ�DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�IRU�ƂQDQFLDO�UHSRUWLQJ�SXUSRVHV�DQG�
WKH�DPRXQWV�XVHG�IRU�WD[DWLRQ�SXUSRVHV��'HIHUUHG�WD[�LV�QRW�UHFRJQL]HG�IRU�WKH�
IROORZLQJ�WHPSRUDU\�GLIIHUHQFHV��WKH�LQLWLDO�UHFRJQLWLRQ�RI�DVVHWV�RU�OLDELOLWLHV�
LQ�D�WUDQVDFWLRQ�WKDW�LV�QRW�D�EXVLQHVV�FRPELQDWLRQ�DQG�WKDW�DIIHFWV�QHLWKHU�
DFFRXQWLQJ�QRU�WD[DEOH�SURƂW�RU�ORVV��DQG�GLIIHUHQFHV�UHODWLQJ�WR�LQYHVWPHQWV�
LQ�VXEVLGLDULHV�WR�WKH�H[WHQW�WKDW�LW�LV�SUREDEOH�WKDW�WKH\�ZLOO�QRW�UHYHUVH�LQ�WKH�
IRUHVHHDEOH�IXWXUH��'HIHUUHG�WD[�LV�PHDVXUHG�DW�WKH�WD[�UDWHV�WKDW�DUH�H[SHFWHG�
WR�EH�DSSOLHG�WR�WKH�WHPSRUDU\�GLIIHUHQFHV�ZKHQ�WKH\�UHYHUVH��EDVHG�RQ�WKH�
ODZV�WKDW�KDYH�EHHQ�HQDFWHG�RU�VXEVWDQWLYHO\�HQDFWHG�E\�WKH�UHSRUWLQJ�GDWH��
'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�RIIVHW�LI�WKHUH�LV�D�OHJDOO\�HQIRUFHDEOH�ULJKW�
WR�RIIVHW�FXUUHQW�WD[�OLDELOLWLHV�DJDLQVW�FXUUHQW�WD[�DVVHWV��DQG�WKH\�UHODWH�WR�
LQFRPH�WD[HV�OHYLHG�E\�WKH�VDPH�WD[�DXWKRULW\�RQ�WKH�VDPH�WD[DEOH�HQWLW\��RU�RQ�
GLIIHUHQW�WD[�HQWLWLHV��EXW�WKH\�LQWHQG�WR�VHWWOH�FXUUHQW�WD[�OLDELOLWLHV�DQG�DVVHWV�
RQ�D�QHW�EDVLV�RU�WKHLU�WD[�DVVHWV�DQG�OLDELOLWLHV�ZLOO�EH�UHDOL]HG�VLPXOWDQHRXVO\��
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$�GHIHUUHG�WD[�DVVHW�LV�UHFRJQL]HG�IRU�XQXVHG�WD[�ORVVHV��WD[�FUHGLWV�DQG�
GHGXFWLEOH�WHPSRUDU\�GLIIHUHQFHV�WR�WKH�H[WHQW�WKDW�LW�LV�SUREDEOH�WKDW�IXWXUH�
WD[DEOH�SURƂWV�ZLOO�EH�DYDLODEOH�DJDLQVW�ZKLFK�WKH\�FDQ�EH�XWLOL]HG��'HIHUUHG�WD[�
DVVHWV�DUH�UHYLHZHG�DW�HDFK�UHSRUWLQJ�GDWH�DQG�DUH�UHGXFHG�WR�WKH�H[WHQW�WKDW�
LW�LV�QR�ORQJHU�SUREDEOH�WKDW�WKH�UHODWHG�WD[�EHQHƂW�ZLOO�EH�UHDOL]HG�

�Z��(PSOR\HH�EHQHƂWV

'HƂQHG�FRQWULEXWLRQ�SODQV
$�GHƂQHG�FRQWULEXWLRQ�SODQ�LV�D�SRVW�HPSOR\PHQW�EHQHƂW�SODQ�XQGHU�ZKLFK�
DQ�HQWLW\�SD\V�Ƃ[HG�FRQWULEXWLRQV�LQWR�D�VHSDUDWH�HQWLW\�DQG�ZLOO�KDYH�QR�OHJDO�
FRQVWUXFWLYH�REOLJDWLRQ�WR�SD\�IXUWKHU�DPRXQWV��2EOLJDWLRQV�IRU�FRQWULEXWLRQV�
WR�GHƂQHG�FRQWULEXWLRQ�SHQVLRQ�SODQV�DUH�UHFRJQL]HG�DV�H[SHQVH�LQ�SURƂW�RU�
ORVV�ZKHQ�WKH\�DUH�GXH�LQ�UHVSHFW�RI�VHUYLFH�UHQGHUHG�EHIRUH�WKH�HQG�RI�WKH�
UHSRUWLQJ�SHULRG��&HQWUDO���SDUWLFLSDWHV�LQ�D�PXOWL�HPSOR\HU�GHƂQHG�EHQHƂW�
SODQ�LQ�ZKLFK�SODQ�DVVHWV�DUH�QRW�WUDFNHG�E\�FRQWULEXWRU�DQG�SODQ�OLDELOLWLHV�
DUH�QRW�WUDFNHG�E\�SDUWLFLSDQW��(DFK�PHPEHU�FUHGLW�XQLRQ�LV�H[SRVHG�WR�WKH�
DFWXDULDO�ULVNV�RI�WKH�RWKHU�HPSOR\HUV�ZLWK�WKH�UHVXOW�WKDW��LQ�PDQDJHPHQWŒV�
RSLQLRQ��WKHUH�LV�QR�UHDVRQDEOH�ZD\�WR�DOORFDWH�DQ\�GHƂQHG�EHQHƂW�REOLJDWLRQV��
7KLV�SODQ�LV�WKHUHIRUH�DFFRXQWHG�IRU�RQ�D�GHƂQHG�FRQWULEXWLRQ�EDVLV�

'HƂQHG�EHQHƂW�SODQV
$�GHƂQHG�EHQHƂW�SODQ�LV�D�SRVW�HPSOR\PHQW�EHQHƂW�SODQ�RWKHU�WKDQ�D�GHƂQHG�
FRQWULEXWLRQ�SODQ��&HQWUDO��ŒV�QHW�REOLJDWLRQ�LQ�UHVSHFW�RI�GHƂQHG�EHQHƂWV�
SODQV�LV�FDOFXODWHG�VHSDUDWHO\�IRU�HDFK�SODQ�E\�HVWLPDWLQJ�WKH�DPRXQW�RI�IXWXUH�
EHQHƂW�WKDW�HPSOR\HHV�KDYH�HDUQHG�LQ�UHWXUQ�IRU�VHUYLFH�LQ�WKH�FXUUHQW�DQG�
SULRU�SHULRGV�DQG�GLVFRXQWLQJ�WKDW�EHQHƂW�WR�GHWHUPLQH�LWV�SUHVHQW�YDOXH�� 
DQG�WKHQ�GHGXFWLQJ�WKH�IDLU�YDOXH�RI�SODQ�DVVHWV�

&HQWUDO���UHFRJQL]HV�DOO�DFWXDULDO�JDLQV�DQG�ORVVHV�DULVLQJ�IURP�GHƂQHG�EHQHƂW�
SODQV�LPPHGLDWHO\�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�

:KHQ�WKH�EHQHƂWV�RI�D�SODQ�DUH�LPSURYHG��WKH�SRUWLRQ�RI�WKH�LQFUHDVHG�EHQHƂW�
UHODWLQJ�WR�SDVW�VHUYLFH�E\�HPSOR\HHV�LV�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�RQ�D�
VWUDLJKW�OLQH�EDVLV�RYHU�WKH�DYHUDJH�SHULRG�XQWLO�WKH�EHQHƂWV�EHFRPH�YHVWHG��
7R�WKH�H[WHQW�WKDW�EHQHƂWV�YHVW�LPPHGLDWHO\��WKH�H[SHQVH�LV�UHFRJQL]HG�
LPPHGLDWHO\�LQ�SURƂW�RU�ORVV�

6KRUW�WHUP�HPSOR\HH�EHQHƂWV
6KRUW�WHUP�HPSOR\HH�EHQHƂW�REOLJDWLRQV�DUH�PHDVXUHG�RQ�DQ�XQGLVFRXQWHG�
EDVLV�DQG�DUH�H[SHQVHG�DV�WKH�UHODWHG�VHUYLFH�LV�SURYLGHG�

$�OLDELOLW\�LV�UHFRJQL]HG�IRU�WKH�DPRXQW�H[SHFWHG�WR�EH�SDLG�XQGHU�VKRUW�WHUP�
LQFHQWLYH�SODQV�LI�&HQWUDO���KDV�D�SUHVHQW�OHJDO�RU�FRQVWUXFWLYH�REOLJDWLRQ�WR� 
SD\�WKLV�DPRXQW�DV�D�UHVXOW�RI�SDVW�VHUYLFH�SURYLGHG�E\�WKH�HPSOR\HH�DQG� 
WKH�REOLJDWLRQ�FDQ�EH�HVWLPDWHG�UHOLDEO\�

(x) Reserves
&HQWUDO����WKURXJK�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ��PDLQWDLQV�WKH�&UHGLW�8QLRQ�
'HGXFWLEOH�)XQG�DQG�WKH�6WDELOL]DWLRQ�)XQG�RQ�EHKDOI�RI�LWV�PHPEHU�FUHGLW�
unions in Ontario.

7KH�&UHGLW�8QLRQ�'HGXFWLEOH�)XQG��ZKLFK�LV�IXQGHG�SULPDULO\�E\�DVVHVVPHQWV�
WR�FUHGLW�XQLRQV��UHSUHVHQWV�WKH�H[FHVV�RI�UHYHQXH�RYHU�H[SHQVH�UHODWHG�WR�
WKH�SURYLVLRQ�RI�LQVXUDQFH�VHUYLFHV��7KH�6WDELOL]DWLRQ�)XQG�UHSUHVHQWV�DQ�
HQGRZPHQW�LQ�VXSSRUW�RI�ORVV�SUHYHQWLRQ�DFWLYLWLHV�ZKLFK�LV�UHVWULFWHG�WR�
SURJUDPV�WKDW�DUH�FRQVLGHUHG�ORVV�SUHYHQWDWLYH�LQ�QDWXUH�

(y) Revenue recognition

Interest income and expense
,QWHUHVW�LQFRPH�DQG�H[SHQVH��RWKHU�WKDQ�WKDW�HDUQHG�RU�LQFXUUHG�RQ�WUDGLQJ�
DVVHWV�DQG�OLDELOLWLHV��DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�
PHWKRG��7KH�HIIHFWLYH�LQWHUHVW�UDWH�PHWKRG�LV�WKH�UDWH�WKDW�H[DFWO\�GLVFRXQWV�
WKH�HVWLPDWHG�IXWXUH�FDVK�SD\PHQWV�DQG�UHFHLSWV�WKURXJK�WKH�H[SHFWHG�OLIH�RI�
WKH�ƂQDQFLDO�DVVHW�RU�OLDELOLW\��RU��ZKHUH�DSSURSULDWH��D�VKRUWHU�SHULRG��WR�WKH�
FDUU\LQJ�DPRXQW�RI�WKH�ƂQDQFLDO�DVVHW�RU�OLDELOLW\��:KHQ�FDOFXODWLQJ�WKH�HIIHFWLYH�
LQWHUHVW�UDWH��&HQWUDO���HVWLPDWHV�IXWXUH�FDVK�ƃRZV�FRQVLGHULQJ�DOO�FRQWUDFWXDO�
WHUPV�RI�WKH�ƂQDQFLDO�LQVWUXPHQW��EXW�QRW�IXWXUH�FUHGLW�ORVVHV�

7KH�FDOFXODWLRQ�RI�WKH�HIIHFWLYH�LQWHUHVW�UDWH�LQFOXGHV�DOO�IHHV�DQG�DPRXQWV�SDLG�
RU�UHFHLYHG�WKDW�DUH�DQ�LQWHJUDO�SDUW�RI�WKH�HIIHFWLYH�LQWHUHVW�UDWH��7UDQVDFWLRQ�
FRVWV�LQFOXGH�LQFUHPHQWDO�FRVWV�WKDW�DUH�GLUHFWO\�DWWULEXWDEOH�WR�WKH�DFTXLVLWLRQ�
RU�LVVXH�RI�D�ƂQDQFLDO�DVVHW�RU�OLDELOLW\�
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Transaction costs incurred on the acquisition of trading assets or issuance of 

WUDGLQJ�OLDELOLWLHV�DUH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�DW�WKH�WLPH�RI�DFTXLVLWLRQ�RU�
LVVXDQFH��&HQWUDO���UHFRUGV�LQWHUHVW�LQFRPH�DQG�H[SHQVH�RQ�WUDGLQJ�DVVHWV� 
DQG�OLDELOLWLHV�EDVHG�RQ�WKH�FRQWUDFWXDO�WHUPV�RI�WKH�LQVWUXPHQW�

,QWHUHVW�LQFRPH�DQG�H[SHQVH�SUHVHQWHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�
FRPSUHKHQVLYH�LQFRPH�LQFOXGHV�

 � ,QWHUHVW�RQ�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�PHDVXUHG�DW�DPRUWL]HG�FRVW�
FDOFXODWHG�RQ�DQ�HIIHFWLYH�LQWHUHVW�UDWH�EDVLV�

 � ,QWHUHVW�LQFRPH�RQ�DYDLODEOH�IRU�VDOH�DVVHWV�FDOFXODWHG�RQ�DQ�HIIHFWLYH�
LQWHUHVW�EDVLV�

 � ,QWHUHVW�LQFRPH�DQG�H[SHQVH�RQ�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�PHDVXUHG�
DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV�EDVHG�RQ�WKH�FRQWUDFWXDO�WHUPV�RI� 
the instrument.

&KDQJHV�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV
&KDQJHV�LQ�IDLU�YDOXH�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�SURƂW� 
RU�ORVV�LQFOXGH�

 � )DLU�YDOXH�FKDQJHV�RQ�GHULYDWLYHV��

 � )DLU�YDOXH�FKDQJHV�RQ�WUDGLQJ�DVVHWV�DQG�OLDELOLWLHV�

 � )DLU�YDOXH�FKDQJHV�RQ�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�XQGHU�WKH� 
CMB and IMPP programs.

 � ,PSDLUPHQW�FKDUJHV�RQ�DYDLODEOH�IRU�VDOH�ƂQDQFLDO�DVVHWV�WKDW� 
KDYH�EHHQ�UHFODVVLƂHG�IURP�RWKHU�FRPSUHKHQVLYH�LQFRPH�

Other income
)HHV�DQG�FRPPLVVLRQ�LQFRPH�DQG�H[SHQVH�WKDW�DUH�LQWHJUDO�WR�WKH�HIIHFWLYH�
LQWHUHVW�UDWH�RQ�D�ƂQDQFLDO�DVVHW�RU�OLDELOLW\�DUH�LQFOXGHG�LQ�WKH�PHDVXUHPHQW� 
of the effective interest rate.

0HPEHUVKLS�'XHV�DQG�3URYLQFLDO�$GYHUWLVLQJ�$VVHVVPHQWV�DUH�UHFHLYHG�IURP�
&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV�DQG�DUH�UHFRJQL]HG�LQ�LQFRPH�DV�HDUQHG��)HHV�
HDUQHG�E\�7HFKQRORJ\�DQG�3D\PHQW�6HUYLFHV��:KROHVDOH�)LQDQFLDO�6HUYLFHV�DQG�
7UDGH�DQG�2WKHU�6HUYLFHV�DUH�UHFRUGHG�LQ�LQFRPH�ZKHQ�&HQWUDO���KDV�UHQGHUHG�
WKH�UHODWHG�VHUYLFH�DQG�LV�HQWLWOHG�WR�UHFHLYH�LQFRPH�

(z) New standards and interpretations not yet adopted

New standards and interpretations not yet adopted
$W�'HFHPEHU�����������D�QXPEHU�RI�VWDQGDUGV�DQG�LQWHUSUHWDWLRQV��DQG�
DPHQGPHQWV�WKHUHWR��KDG�EHHQ�LVVXHG�E\�WKH�,$6%��ZKLFK�DUH�QRW�HIIHFWLYH� 
IRU�WKHVH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��7KRVH�ZKLFK�DUH�UHOHYDQW�WR� 
&HQWUDO��ŒV�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�DUH�GLVFXVVHG�EHORZ�

IFRS 9 – Financial Instruments
,Q�1RYHPEHU�������WKH�,$6%�LVVXHG�,)56���ő)LQDQFLDO�,QVWUXPHQWVŒ��ő,)56�
��������Œ��ZKLFK�LQWURGXFHG�QHZ�UHTXLUHPHQWV�IRU�WKH�FODVVLƂFDWLRQ�DQG�
PHDVXUHPHQW�RI�ƂQDQFLDO�DVVHWV��,Q�2FWREHU�������WKH�,$6%�LVVXHG�DGGLWLRQV� 
WR�,)56����ő,)56���������Œ��UHODWLQJ�WR�ƂQDQFLDO�OLDELOLWLHV��7RJHWKHU��WKHVH� 
FKDQJHV�UHSUHVHQW�WKH�,$6%ŒV�SODQQHG�UHSODFHPHQW�RI�,$6����ő)LQDQFLDO�
,QVWUXPHQWV��5HFRJQLWLRQ�DQG�0HDVXUHPHQWŒ��ő,$6���Œ��ZLWK�D�OHVV�FRPSOH[� 
DQG�LPSURYHG�VWDQGDUG�IRU�ƂQDQFLDO�LQVWUXPHQWV�

7KH�,$6%�KDV�GHFLGHG�WR�SRVWSRQH�WKH�PDQGDWRU\�DSSOLFDWLRQ�RI�,)56��� 
XQWLO�-DQXDU\����������,)56���LV�UHTXLUHG�WR�EH�DSSOLHG�UHWURVSHFWLYHO\�

7KH�PDLQ�FKDQJHV�DVVRFLDWHG�ZLWK�WKH�UHSODFHPHQW�RI�,$6����ZLWK�,)56��� 
DUH�VXPPDUL]HG�EHORZ�

$OO�ƂQDQFLDO�DVVHWV�WKDW�DUH�FXUUHQWO\�LQ�WKH�VFRSH�RI�,$6����ZLOO�EH�FODVVLƂHG�DV�
HLWKHU�DPRUWL]HG�FRVW�RU�IDLU�YDOXH��7KH�DYDLODEOH�IRU�VDOH��KHOG�WR�PDWXULW\�DQG�
ORDQV�DQG�UHFHLYDEOHV�FDWHJRULHV�ZLOO�QR�ORQJHU�H[LVW��)LQDQFLDO�DVVHWV�DUH�WR�
EH�PHDVXUHG�DW�DPRUWL]HG�FRVW�LI�WKH�FRQWUDFWXDO�FDVK�ƃRZV�RI�WKH�LQVWUXPHQW�
DUH�VROHO\�SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�SULQFLSDO�RXWVWDQGLQJ�DQG�
WKH�HQWLW\�GHPRQVWUDWHV�WKH�LQWHQWLRQ�RI�KROGLQJ�WKH�ƂQDQFLDO�DVVHWV�IRU�WKH�
FROOHFWLRQ�RI�WKH�FRQWUDFWXDO�FDVK�ƃRZV��:LWK�FHUWDLQ�H[FHSWLRQV�WKDW�DUH�QRW�
DQWLFLSDWHG�WR�EH�VLJQLƂFDQW�WR�&HQWUDO����DOO�RWKHU�ƂQDQFLDO�DVVHWV�DUH�WR�EH�
PHDVXUHG�DW�IDLU�YDOXH��ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV�

$Q�HQWLW\�ZRXOG�EH�SHUPLWWHG�WR�GHVLJQDWH�D�ƂQDQFLDO�DVVHW�RWKHUZLVH�PHHWLQJ�
WKH�DPRUWL]HG�FRVW�FULWHULD�DW�IDLU�YDOXH�WKURXJK�SURƂW�RU�ORVV�LI�GRLQJ�VR�
VLJQLƂFDQWO\�UHGXFHV�RU�HOLPLQDWHV�DQ�DFFRXQWLQJ�PLVPDWFK�
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&HQWUDO���LQWHQGV�WR�DGRSW�,)56����������LQ�LWV�ƂQDQFLDO�VWDWHPHQWV�IRU� 
WKH�DQQXDO�SHULRG�EHJLQQLQJ�RQ�-DQXDU\����������,W�LV�H[SHFWHG�WKDW�,)56����
ZKHQ�LQLWLDOO\�DSSOLHG��ZLOO�KDYH�D�VLJQLƂFDQW�LPSDFW�RQ�&HQWUDO��ŒV�ƂQDQFLDO�
VWDWHPHQWV��VLQFH�LW�ZLOO�EH�UHTXLUHG�WR�EH�DSSOLHG�UHWURVSHFWLYHO\��+RZHYHU��
&HQWUDO���LV�QRW�DEOH�DW�WKLV�WLPH�WR�HVWLPDWH�UHDVRQDEO\�WKH�LPSDFW�WKDW�,)56���
�������ZLOO�KDYH�RQ�WKH�ƂQDQFLDO�VWDWHPHQWV�

IFRS 10 – Consolidated Financial Statements, IFRS 12 – Disclosure of 
Interests in Other Entities & IFRS 13 – Fair Value Measurement
,)56����UHTXLUHV�D�SDUHQW�WR�SUHVHQW�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�DV� 
WKRVH�RI�D�VLQJOH�HFRQRPLF�HQWLW\��UHSODFLQJ�WKH�UHTXLUHPHQWV�SUHYLRXVO\�
contained in IAS 27 Consolidated and Separate Financial Statements and SIC-12 

Consolidation�ŏ�6SHFLDO�3XUSRVHV�(QWLWLHV��7KH�6WDQGDUG�LGHQWLƂHV�WKH�SULQFLSOHV�
RI�FRQWURO��GHWHUPLQHV�KRZ�WR�LGHQWLI\�ZKHWKHU�DQ�LQYHVWRU�FRQWUROV�DQ�LQYHVWHH�
DQG�WKHUHIRUH�PXVW�FRQVROLGDWH�WKH�LQYHVWHH��DQG�VHWV�RXW�WKH�SULQFLSOHV�IRU�WKH�
SUHSDUDWLRQ�RI�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV��7KH�6WDQGDUG�LQWURGXFHV�D�
VLQJOH�FRQVROLGDWLRQ�PRGHO�IRU�DOO�HQWLWLHV�EDVHG�RQ�FRQWURO��LUUHVSHFWLYH�RI� 
the nature of the investee.

,)56����UHTXLUHV�DQ�HQWLW\�WR�GLVFORVH�LQIRUPDWLRQ�WKDW�HQDEOHV�XVHUV�RI�LWV�
ƂQDQFLDO�VWDWHPHQWV�WR�HYDOXDWH�WKH�QDWXUH�RI��DQG�ULVNV�DVVRFLDWHG�ZLWK��LWV�
LQWHUHVWV�LQ�RWKHU�HQWLWLHV��DQG�WKH�HIIHFWV�RI�WKRVH�LQWHUHVWV�RQ�LWV�ƂQDQFLDO�
SRVLWLRQ��ƂQDQFLDO�SHUIRUPDQFH�DQG�FDVK�ƃRZV�

,)56����UHSODFHV�WKH�JXLGDQFH�RQ�IDLU�YDOXH�PHDVXUHPHQW�LQ�H[LVWLQJ�,)56�
DFFRXQWLQJ�OLWHUDWXUH�ZLWK�D�VLQJOH�VWDQGDUG��7KH�VWDQGDUG�DOVR�HVWDEOLVKHV� 
D�IUDPHZRUN�IRU�PHDVXULQJ�IDLU�YDOXH�DQG�VHWV�RXW�GLVFORVXUH�UHTXLUHPHQWV�
IRU�IDLU�YDOXH�PHDVXUHPHQWV�WR�SURYLGH�LQIRUPDWLRQ�WKDW�HQDEOHV�ƂQDQFLDO�
VWDWHPHQW�XVHUV�WR�DVVHVV�WKH�PHWKRGV�DQG�LQSXWV�XVHG�WR�GHYHORS�IDLU� 
YDOXH�PHDVXUHPHQWV��&HQWUDO���LQWHQGV�WR�DGRSW�,)56��������	����SURVSHFWLYHO\�
LQ�LWV�ƂQDQFLDO�VWDWHPHQWV�IRU�WKH�DQQXDO�SHULRG�EHJLQQLQJ�RQ�-DQXDU\����������
7KH�LPSDFW�RI�WKH�DGRSWLRQ�RI�WKHVH�,)56ŒV�KDV�QRW�\HW�EHHQ�GHWHUPLQHG�

4. Use of estimates and judgments
7KH�SUHSDUDWLRQ�RI�ƂQDQFLDO�VWDWHPHQWV�UHTXLUHV�PDQDJHPHQW�WR�PDNH�
HVWLPDWHV�DQG�MXGJPHQWV�DERXW�WKH�IXWXUH��(VWLPDWHV�DQG�MXGJPHQWV�DUH�
FRQWLQXDOO\�HYDOXDWHG�DQG�DUH�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH�DQG�RWKHU� 
IDFWRUV��LQFOXGLQJ�H[SHFWDWLRQV�RI�IXWXUH�HYHQWV�WKDW�DUH�EHOLHYHG�WR�EH�
UHDVRQDEOH�XQGHU�WKH�FLUFXPVWDQFHV��

$FFRXQWLQJ�HVWLPDWHV�ZLOO��E\�GHƂQLWLRQ��VHOGRP�HTXDO�WKH�DFWXDO�UHVXOWV�� 
7KH�IROORZLQJ�GLVFXVVLRQ�VHWV�IRUWK�PDQDJHPHQWŒV�

 � 0RVW�FULWLFDO�HVWLPDWHV�DQG�DVVXPSWLRQV�LQ�GHWHUPLQLQJ� 
WKH�YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV��DQG

 � 0RVW�FULWLFDO�MXGJPHQWV�LQ�DSSO\LQJ�DFFRXQWLQJ�SROLFLHV�

Critical accounting estimates and assumptions

Allowance for credit losses
7KH�VSHFLƂF�FRXQWHUSDUW\�FRPSRQHQW�RI�WKH�WRWDO�DOORZDQFHV�IRU�LPSDLUPHQW�
DSSOLHV�WR�ƂQDQFLDO�DVVHWV�HYDOXDWHG�LQGLYLGXDOO\�IRU�LPSDLUPHQW�DQG�LV�EDVHG�
XSRQ�PDQDJHPHQWŒV�EHVW�HVWLPDWH�RI�WKH�SUHVHQW�YDOXH�RI�WKH�FDVK�ƃRZV�WKDW�
DUH�H[SHFWHG�WR�EH�UHFHLYHG��,Q�HVWLPDWLQJ�WKHVH�FDVK�ƃRZV��PDQDJHPHQW�
PDNHV�MXGJPHQWV�DERXW�WKH�FRXQWHUSDUW\ŒV�ƂQDQFLDO�VLWXDWLRQ�DQG�WKH�QHW�
UHDOL]DEOH�YDOXH�RI�DQ\�XQGHUO\LQJ�FROODWHUDO��(DFK�LPSDLUHG�DVVHW�LV�DVVHVVHG�
RQ�LWV�PHULWV��DQG�WKH�ZRUNRXW�VWUDWHJ\�DQG�HVWLPDWH�RI�FDVK�ƃRZV�FRQVLGHUHG�
UHFRYHUDEOH�DUH�UHYLHZHG�DQG�DSSURYHG�E\�PDQDJHPHQW��&ROOHFWLYHO\�DVVHVVHG�
LPSDLUPHQW�DOORZDQFHV�FRYHU�FUHGLW�ORVVHV�LQKHUHQW�LQ�SRUWIROLRV�RI�ORDQV�DQG�
DGYDQFHV�DQG�KHOG�WR�PDWXULW\�LQYHVWPHQW�VHFXULWLHV�ZLWK�VLPLODU�FUHGLW�ULVN�
FKDUDFWHULVWLFV�ZKHQ�WKHUH�LV�REMHFWLYH�HYLGHQFH�WR�VXJJHVW�WKDW�WKH\�FRQWDLQ�
LPSDLUHG�ORDQV�DQG�DGYDQFHV�DQG�KHOG�WR�PDWXULW\�LQYHVWPHQW�VHFXULWLHV��EXW�
WKH�LQGLYLGXDO�LPSDLUHG�LWHPV�FDQQRW�\HW�EH�LGHQWLƂHG��,Q�DVVHVVLQJ�WKH�QHHG�IRU�
FROOHFWLYH�ORVV�DOORZDQFHV��PDQDJHPHQW�FRQVLGHUV�IDFWRUV�VXFK�DV�FUHGLW�TXDOLW\��
SRUWIROLR�VL]H��FRQFHQWUDWLRQV�DQG�HFRQRPLF�IDFWRUV��,Q�RUGHU�WR�HVWLPDWH�WKH�
UHTXLUHG�DOORZDQFH��DVVXPSWLRQV�DUH�PDGH�WR�GHƂQH�WKH�ZD\�LQKHUHQW�ORVVHV�DUH�
PRGHOOHG�DQG�WR�GHWHUPLQH�WKH�UHTXLUHG�LQSXW�SDUDPHWHUV��EDVHG�RQ�KLVWRULFDO�
H[SHULHQFH�DQG�FXUUHQW�HFRQRPLF�FRQGLWLRQ��7KH�DFFXUDF\�RI�WKH�DOORZDQFHV�
GHSHQGV�RQ�WKH�HVWLPDWHV�RI�IXWXUH�FDVK�ƃRZV�IRU�VSHFLƂF�FRXQWHUSDUW\�
DOORZDQFHV�DQG�WKH�PRGHO�DVVXPSWLRQV�DQG�SDUDPHWHUV�XVHG�LQ�GHWHUPLQLQJ�
FROOHFWLYH�DOORZDQFHV�
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Income taxes
&HQWUDO���FRPSXWHV�DQ�LQFRPH�WD[�SURYLVLRQ�LQ�HDFK�RI�WKH�MXULVGLFWLRQV� 
LQ�ZKLFK�LW�RSHUDWHV��+RZHYHU��WKH�DFWXDO�DPRXQWV�RI�LQFRPH�WD[�H[SHQVH�
RQO\�EHFRPH�ƂQDO�XSRQ�ƂOLQJ�DQG�DFFHSWDQFH�RI�WKH�WD[�UHWXUQ�E\�WKH�UHOHYDQW�
DXWKRULWLHV��ZKLFK�RFFXU�VXEVHTXHQW�WR�WKH�LVVXDQFH�RI�WKH�ƂQDQFLDO�VWDWHPHQWV��
(VWLPDWLRQ�RI�LQFRPH�WD[HV�LQFOXGHV�UHYDOXDWLQJ�WKH�UHFRYHUDELOLW\�RI�GHIHUUHG�
WD[�DVVHWV�EDVHG�RQ�DQ�DVVHVVPHQW�RI�WKH�DELOLW\�WR�XVH�WKH�XQGHUO\LQJ�IXWXUH�WD[�
GHGXFWLRQV��EHIRUH�WKH\�H[SLUH��DJDLQVW�IXWXUH�WD[DEOH�LQFRPH��7KH�DVVHVVPHQW�
LV�EDVHG�XSRQ�HQDFWHG�WD[�DFWV�DQG�HVWLPDWHV�RI�IXWXUH�WD[DEOH�LQFRPH��7R�WKH�
H[WHQW�HVWLPDWHV�GLIIHU�IURP�WKH�ƂQDO�WD[�SURYLVLRQ��HDUQLQJV�ZRXOG�EH�DIIHFWHG�
LQ�D�VXEVHTXHQW�SHULRG�

,Q�SHULRGV��WKH�LQFRPH�WD[�SURYLVLRQ�LV�EDVHG�RQ�DQ�HVWLPDWH�RI�SURMHFWHG� 
DQQXDO�HDUQLQJV�E\�MXULVGLFWLRQ��7KH�HVWLPDWHG�DYHUDJH�DQQXDO�HIIHFWLYH� 
LQFRPH�WD[�UDWHV�DUH�UH�HVWLPDWHG�DW�HDFK�UHSRUWLQJ�GDWH��EDVHG�RQ�IXOO�\HDU�
SURMHFWLRQV�RI�HDUQLQJV�E\�MXULVGLFWLRQ��7R�WKH�H[WHQW�WKDW�IRUHFDVWV�GLIIHU� 
IURP�DFWXDO�UHVXOWV��DGMXVWPHQWV�DUH�UHFRUGHG�LQ�VXEVHTXHQW�SHULRGV�

3HQVLRQ�DQG�SRVW�UHWLUHPHQW�EHQHƂWV
&HQWUDO���VSRQVRUV�GHƂQHG�EHQHƂW�SODQV�SURYLGLQJ�SHQVLRQ�DQG�RWKHU� 
SRVW�UHWLUHPHQW�EHQHƂWV�WR�FRYHU�HPSOR\HHV��7KH�GHWHUPLQDWLRQ�RI�H[SHQVH�
DQG�REOLJDWLRQV�DVVRFLDWHG�ZLWK�HPSOR\HH�IXWXUH�EHQHƂWV�UHTXLUHV�WKH�XVH�RI�
DVVXPSWLRQV�VXFK�DV�WKH�H[SHFWHG�UHWXUQ�RQ�DVVHWV�DYDLODEOH�WR�IXQG�SHQVLRQ�
REOLJDWLRQV��WKH�GLVFRXQW�UDWH�WR�PHDVXUH�REOLJDWLRQV��WKH�H[SHFWHG�PRUWDOLW\��
WKH�H[SHFWHG�UDWH�RI�IXWXUH�FRPSHQVDWLRQ�DQG�WKH�H[SHFWHG�KHDOWKFDUH�FRVW�
WUHQG�UDWH��%HFDXVH�WKH�GHWHUPLQDWLRQ�RI�WKH�FRVW�DQG�REOLJDWLRQV�DVVRFLDWHG�
ZLWK�HPSOR\HH�IXWXUH�EHQHƂWV�UHTXLUHV�WKH�XVH�RI�YDULRXV�DVVXPSWLRQV��WKHUH�
LV�PHDVXUHPHQW�XQFHUWDLQW\�LQKHUHQW�LQ�WKH�DFWXDULDO�YDOXDWLRQ�SURFHVV��$FWXDO�
UHVXOWV�ZLOO�GLIIHU�IURP�UHVXOWV�ZKLFK�DUH�HVWLPDWHG�EDVHG�RQ�DVVXPSWLRQV�

Critical judgments in applying accounting policies

Securitizations
,Q�DSSO\LQJ�LWV�SROLFLHV�RQ�VHFXULWL]HG�ƂQDQFLDO�DVVHWV��&HQWUDO���KDV�FRQVLGHUHG�
ERWK�WKH�GHJUHH�RI�WUDQVIHU�RI�ULVNV�DQG�UHZDUGV�RQ�DVVHWV�WUDQVIHUUHG�WR�DQRWKHU�
HQWLW\�DQG�WKH�GHJUHH�RI�FRQWURO�H[HUFLVHG�E\�&HQWUDO���RYHU�WKH�RWKHU�HQWLW\�

 � :KHQ�&HQWUDO����LQ�VXEVWDQFH��FRQWUROV�WKH�HQWLW\�WR�ZKLFK�ƂQDQFLDO�
DVVHWV�KDYH�EHHQ�WUDQVIHUUHG��WKH�HQWLW\�LV�LQFOXGHG�LQ�WKHVH�
FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�DQG�WKH�WUDQVIHUUHG�DVVHWV�DUH�
UHFRJQL]HG�LQ�&HQWUDO��ŒV�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�

 � :KHQ�&HQWUDO���WUDQVIHUV�ƂQDQFLDO�DVVHWV�WR�DQ�XQFRQVROLGDWHG�HQWLW\�
DQG�LW�UHWDLQV�VXEVWDQWLDOO\�DOO�WKH�ULVN�DQG�UHZDUGV�UHODWLQJ�WR�WKH�
WUDQVIHUUHG�DVVHWV��WKH�WUDQVIHUUHG�DVVHWV�DUH�UHFRJQL]HG�LQ�&HQWUDO��ŒV�
FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�

 � :KHQ�&HQWUDO���WUDQVIHUV�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV� 
UHODWLQJ�WR�WKH�WUDQVIHUUHG�ƂQDQFLDO�DVVHWV�WR�DQ�XQFRQVROLGDWHG�HQWLW\��
WKH�DVVHWV�DUH�GHUHFRJQL]HG�IURP�&HQWUDO��ŒV�FRQVROLGDWHG�VWDWHPHQW� 
RI�ƂQDQFLDO�SRVLWLRQ�

 � :KHQ�&HQWUDO���QHLWKHU�WUDQVIHUV�QRU�UHWDLQV�VXEVWDQWLDOO\�DOO�WKH�ULVNV�
DQG�UHZDUGV�UHODWLQJ�WR�D�WUDQVIHUUHG�ƂQDQFLDO�DVVHW�DQG�LW�UHWDLQV�
FRQWURO�RI�WKH�WUDQVIHUUHG�DVVHW��&HQWUDO���FRQWLQXHV�WR�UHFRJQL]H�WKH�
WUDQVIHUUHG�ƂQDQFLDO�DVVHW�WR�WKH�H[WHQW�RI�LWV�FRQWLQXLQJ�LQYROYHPHQW� 
LQ�WKDW�WUDQVIHUUHG�ƂQDQFLDO�DVVHW�

'HWDLOV�RI�&HQWUDO��ŒV�VHFXULWL]DWLRQ�DFWLYLWLHV�DUH�JLYHQ�LQ�1RWH����

Determining fair value
7KH�GHWHUPLQDWLRQ�RI�IDLU�YDOXH�IRU�ƂQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�IRU�ZKLFK�WKHUH� 
LV�QR�REVHUYDEOH�PDUNHW�SULFH�UHTXLUHV�WKH�XVH�RI�YDOXDWLRQ�WHFKQLTXHV��)RU�
ƂQDQFLDO�LQVWUXPHQWV�WKDW�WUDGH�LQIUHTXHQWO\�DQG�KDYH�OLWWOH�SULFH�WUDQVSDUHQF\��
IDLU�YDOXH�LV�OHVV�REMHFWLYH��DQG�UHTXLUHV�YDU\LQJ�GHJUHHV�RI�MXGJPHQW�GHSHQGLQJ�
RQ�OLTXLGLW\��FRQFHQWUDWLRQ��XQFHUWDLQW\�RI�PDUNHW�IDFWRUV��SULFLQJ�DVVXPSWLRQV�
DQG�RWKHU�ULVNV�DIIHFWLQJ�WKH�VSHFLƂF�LQVWUXPHQW��6HH�DOVR�1RWH���Ŕ)DLU�YDOXH�RI�
ƂQDQFLDO�LQVWUXPHQWVŕ�IRU�IXUWKHU�GLVFXVVLRQ�
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���)DLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV
&HUWDLQ�ƂQDQFLDO�LQVWUXPHQWV�DUH�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV� 
RI�ƂQDQFLDO�SRVLWLRQ�DW�IDLU�YDOXH��7KHVH�LQFOXGH�GHULYDWLYH�LQVWUXPHQWV��GHSRVLWV�
GHVLJQDWHG�DV�WUDGLQJ�DQG�VHFXULWLHV�DQG�DPRXQWV�RQ�GHSRVLW�FODVVLƂHG�HLWKHU�
DV�DYDLODEOH�IRU�VDOH�RU�KHOG�IRU�WUDGLQJ��7KH�IDLU�YDOXH�RI�D�ƂQDQFLDO�LQVWUXPHQW�
LV�WKH�DPRXQW�RI�FRQVLGHUDWLRQ�WKDW�ZRXOG�EH�DJUHHG�XSRQ�LQ�DQ�DUPŒV�OHQJWK�
WUDQVDFWLRQ�EHWZHHQ�NQRZOHGJHDEOH��ZLOOLQJ�SDUWLHV�ZKR�DUH�XQGHU�QR�FRPSXOVLRQ�
WR�DFW��7KH�EHVW�HYLGHQFH�RI�IDLU�YDOXH�LV�D�TXRWHG�ELG�SULFH�IRU�ƂQDQFLDO�DVVHWV�
KHOG�RU�DQ�RIIHU�SULFH�IRU�ƂQDQFLDO�OLDELOLWLHV�IURP�DQ�DFWLYH�PDUNHW�

:KHUH�LQGHSHQGHQW�TXRWHG�PDUNHW�SULFHV�GR�QRW�H[LVW��&HQWUDO���XVHV�WKH�
TXRWHG�PDUNHW�SULFHV�IRU�VLPLODU�VHFXULWLHV��RWKHU�WKLUG�SDUW\�HYLGHQFH�RU�
YDOXDWLRQ�WHFKQLTXHV��)LQDQFLDO�LQVWUXPHQWV�DUH�UHFRUGHG�DW�IDLU�YDOXH�XSRQ�
LQLWLDO�UHFRJQLWLRQ��ZKLFK�LV�QRUPDOO\�HTXDO�WR�WKH�IDLU�YDOXH�RI�WKH�FRQVLGHUDWLRQ�
JLYHQ�RU�UHFHLYHG�WR�REWDLQ�WKH�LQVWUXPHQW��:KHUH�ƂQDQFLDO�LQVWUXPHQWV�DUH�
PHDVXUHG�DW�IDLU�YDOXH�VXEVHTXHQW�WR�LQLWLDO�UHFRJQLWLRQ��IDLU�YDOXH�LV�GHWHUPLQHG�
DV�GHVFULEHG�DERYH��7KH�XVH�RI�YDOXDWLRQ�WHFKQLTXHV�WR�GHWHUPLQH�WKH�IDLU�YDOXH� 
RI�D�ƂQDQFLDO�LQVWUXPHQW�UHTXLUHV�PDQDJHPHQW�WR�PDNH�DVVXPSWLRQV�VXFK�DV�
WKH�DPRXQW�DQG�WLPLQJ�RI�IXWXUH�FDVK�ƃRZV�DQG�GLVFRXQW�UDWHV�

Financial instruments whose book values approximate fair value
)DLU�YDOXH�LV�DVVXPHG�WR�EH�HTXDO�WR�FDUU\LQJ�YDOXH�IRU�FDVK��GHPDQG�ORDQV�
FODVVLƂHG�DV�ORDQV�DQG�UHFHLYDEOH�DQG�GHPDQG�GHSRVLWV�FODVVLƂHG�DV�RWKHU�
OLDELOLWLHV�EHFDXVH�RI�WKHLU�VKRUW�WHUP�QDWXUH�

Financial instruments for which fair value is determined using  
valuation techniques
7KH�IDLU�YDOXH�RI�Ƃ[HG�UDWH�SHUIRUPLQJ�ORDQV�LV�GHWHUPLQHG�E\�GLVFRXQWLQJ�
FRQWUDFWXDO�FDVK�ƃRZV�DW�PDUNHW�LQWHUHVW�UDWHV��)RU�ERWK�ORDQV�WR�DQG�GHSRVLWV�
ZLWK�PHPEHUV��&HQWUDO���GLVFRXQWV�WKH�H[SHFWHG�FDVK�ƃRZV�XVLQJ�LQWHUHVW�UDWHV�
FXUUHQWO\�EHLQJ�RIIHUHG�RQ�LQVWUXPHQWV�ZLWK�VLPLODU�WHUPV��7KH�IDLU�YDOXHV�RI�
QRWHV�DQG�VXERUGLQDWHG�GHEW�LV�GHWHUPLQHG�E\�GLVFRXQWLQJ�UHPDLQLQJ�FDVK� 
ƃRZV�E\�UHIHUHQFH�WR�FXUUHQW�PDUNHW�\LHOGV�RQ�VLPLODU�LQVWUXPHQWV�

)DLU�YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV�FODVVLƂHG�XVLQJ�WKH�IDLU�YDOXH�KLHUDUFK\
&HQWUDO���PHDVXUHV�IDLU�YDOXH�XVLQJ�WKH�IROORZLQJ�KLHUDUFK\�WKDW�UHƃHFWV� 
WKH�VLJQLƂFDQFH�RI�WKH�LQSXWV�XVHG�LQ�PDNLQJ�WKH�PHDVXUHPHQWV�

/HYHO���ŏ�4XRWHG�PDUNHW�SULFH��XQDGMXVWHG��LQ�DQ�DFWLYH�PDUNHW�IRU�DQ� 
LGHQWLFDO�LQVWUXPHQW�

/HYHO���ŏ�9DOXDWLRQ�WHFKQLTXH�EDVHG�RQ�REVHUYDEOH�LQSXWV��HLWKHU�GLUHFWO\�
�L�H���DV�SULFHV��RU�LQGLUHFWO\��L�H���GHULYHG�IURP�SULFHV���7KLV�FDWHJRU\�LQFOXGHV�
LQVWUXPHQWV�YDOXHG�XVLQJ��TXRWHG�PDUNHW�SULFHV�LQ�DFWLYH�PDUNHWV�IRU�VLPLODU�
LQVWUXPHQWV��TXRWHG�SULFHV�IRU�LGHQWLFDO�RU�VLPLODU�LQVWUXPHQWV�LQ�PDUNHWV� 
WKDW�DUH�FRQVLGHUHG�OHVV�WKDQ�DFWLYH��RU�RWKHU�YDOXDWLRQ�WHFKQLTXHV�ZKHUH� 
DOO�VLJQLƂFDQW�LQSXWV�DUH�GLUHFWO\�RU�LQGLUHFWO\�REVHUYDEOH�IURP�PDUNHW�GDWD�

/HYHO���ŏ�9DOXDWLRQ�WHFKQLTXHV�XVLQJ�VLJQLƂFDQW�XQREVHUYDEOH�LQSXWV�� 
7KLV�FDWHJRU\�LQFOXGHV�DOO�LQVWUXPHQWV�ZKHUH�WKH�YDOXDWLRQ�WHFKQLTXH�
LQFOXGHV�LQSXWV�QRW�EDVHG�RQ�REVHUYDEOH�GDWD�DQG�WKH�XQREVHUYDEOH�LQSXWV�
KDYH�VLJQLƂFDQW�HIIHFW�RQ�WKH�LQVWUXPHQWVŒ�YDOXDWLRQ��7KLV�FDWHJRU\�LQFOXGHV�
LQVWUXPHQWV�WKDW�DUH�YDOXHG�EDVHG�RQ�TXRWHG�SULFHV�IRU�VLPLODU�LQVWUXPHQWV�
ZKHUH�VLJQLƂFDQW�XQREVHUYDEOH�DGMXVWPHQWV�RU�DVVXPSWLRQV�DUH�UHTXLUHG� 
WR�UHƃHFW�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�LQVWUXPHQWV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�IDLU�YDOXH�RI�&HQWUDO��ŒV�DVVHWV�DQG�OLDELOLWLHV�
FODVVLƂHG�LQ�DFFRUGDQFH�ZLWK�WKH�IDLU�YDOXH�KLHUDUFK\��
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(Millions of dollars)
December 31, 2012 Level 1 Level 2 Level 3

Amounts at 
Fair Value

Amounts at 
Cost1

Total Carrying 
Value

Assets
&DVK�DQG�FDVK�HTXLYDOHQWV $ 90.2 $ ŏ $ ŏ $ 90.2 $ ŏ $ 90.2

'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV ŏ ŏ ŏ ŏ ����� �����
3OHGJHG�WUDGLQJ�DVVHWV ŏ ����� ŏ ����� ŏ �����
Reinvestment assets under the CMB and IMPP programs ŏ ������� ŏ ������� ŏ �������
1RQ�SOHGJHG�WUDGLQJ�DVVHWV ŏ ������� ŏ ������� ŏ �������
Derivative assets ŏ 34.0 ŏ 34.0 ŏ 34.0

Loans ŏ ŏ ŏ ŏ ������� �������
Investment securities ŏ ������� 9.2 ������� 32.1 �������
6HFXUHG�ORDQV�WR�PHPEHUV� ŏ ŏ ����� ����� ŏ �����
Property and equipment ŏ ŏ ŏ ŏ 17.3 17.3

,QWDQJLEOH�DVVHWV ŏ ŏ ŏ ŏ ��� ���
'HIHUUHG�WD[�DVVHWV ŏ ŏ ŏ ŏ ��� ���
,QYHVWPHQW�LQ�DIƂOLDWHV ŏ ŏ ŏ ŏ ����� �����
Other ŏ 71.0 ŏ 71.0 311.7 382.7

Total assets $ 90.2 $ �������� $ ����� $ �������� $ ������� $ ��������

Liabilities
Deposits designated as trading $ ŏ $ ������� $ ŏ $ ������� $ ŏ $ �������
'HULYDWLYH�OLDELOLWLHV ŏ ����� ŏ ����� ŏ �����
'HEW�VHFXULWLHV�LVVXHG ŏ ŏ ŏ ŏ 1,170.8 1,170.8

Deposits ŏ ŏ ŏ ŏ ������� �������
2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV ŏ ������� ŏ ������� ŏ �������
6XERUGLQDWHG�OLDELOLWLHV ŏ ŏ ŏ ŏ ����� �����
Provisions ŏ ŏ ŏ ŏ ��� ���
6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV ŏ ŏ ŏ ŏ 201.4 201.4

&XUUHQW�WD[�OLDELOLWLHV ŏ ŏ ŏ ŏ ��� ���
'HIHUUHG�WD[�OLDELOLWLHV ŏ ŏ ŏ ŏ 3.1 3.1

2WKHU�OLDELOLWLHV ŏ ŏ ŏ ŏ ����� �����
Total liabilities ŏ ������� ŏ ������� ������� ��������
Net Assets (Liabilities) $ 90.2 $ ������� $ ����� $ ������� $ ��������� $ �����

(Millions of dollars)
December 31, 2011 Level 1 Level 2 Level 3

Amounts at 
Fair Value

Amounts at 
Cost1

Total Carrying 
Value

Assets $ 100.8 $ �������� $ ������� $ 11,414.3 $ ������� $ ��������
/LDELOLWLHV ŏ ������� ŏ ������� 8,371.9 ��������
Net Assets (Liabilities) $ 100.8 $ ������� $ ������� $ ������� $ ��������� $ �����

1$PRXQWV�FDUULHG�DW�DPRUWL]HG�FRVW�LQFOXGH�ƂQDQFLDO�LQVWUXPHQWV�FODVVLƂHG�DV�KHOG�WR�PDWXULW\��ORDQV�DQG�UHFHLYDEOHV�RU�RWKHU�OLDELOLWLHV�
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7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�FKDQJHV�LQ�IDLU�YDOXH�IRU�ƂQDQFLDO�LQVWUXPHQWV�LQFOXGHG�LQ�/HYHO���RI�WKH�IDLU�YDOXH�KLHUDUFK\�

(Millions of dollars)
Fair Value at 

December 31, 2011 Purchases Settlements Transfers
Changes in fair value of 
DVVHWV�LQ�SURƂW�RU�ORVV

Fair Value at 
December 31, 2012

6HFXUHG�ORDQV�WR�PHPEHUV ������� ŏ ������� ŏ ����� �����
Equity shares 9.2 ŏ ŏ ŏ ŏ 9.2

Net Assets $ ������� $ ŏ $ ������� $ ŏ $ ����� $ �����

(Millions of dollars)
Fair Value at 

December 31, 2010 Purchases Settlements Transfers
Changes in fair value of 
DVVHWV�LQ�SURƂW�RU�ORVV

Fair Value at 
December 31, 2011

Net Assets $ 1,941.9 $ 0.4 $ ������� $ ����� $ ������ $ �������

6. Cash and cash equivalents

(Thousands of dollars) December 31, 2012 December 31, 2011

With Bank of Canada $ 1,920 $ 372

:LWK�RWKHU�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 88,318 100,423

$ 90,238 $ �������

���'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV
$PRXQWV�RQ�GHSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV�FODVVLƂHG�DV�ORDQV�DQG�UHFHLYDEOHV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ 6,272 $ �����
)DLU�YDOXH $ 6,331 $ �����

$PRXQWV�RQ�GHSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV�FODVVLƂHG�DV�DYDLODEOH�IRU�VDOH�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ 100,003 $ ŏ
)DLU�YDOXH $ 100,003 $ ŏ



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   86

For the Years Ended December 31, 2012 and 2011

Notes to the Consolidated Financial Statements

7KH�WRWDO�DPRXQWV�RQ�GHSRVLW�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV�UHFRUGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$ 106,275 $ 5,357

8. Trading assets
7RWDO�WUDGLQJ�DVVHWV�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

*RYHUQPHQW�	�JXDUDQWHHV $ 1,431,450 $ ���������
&RUSRUDWH�	�ƂQDQFLDO�LQVWLWXWLRQV�$$��� or greater 1,284,990 ���������
Other 27,082 23,738

)DLU�YDOXH $ 2,743,522 $ 4,048,178

17KH�FUHGLW�UDWLQJV�UHSUHVHQW�LQYHVWPHQW�JUDGH�UDWLQJV�SURYLGHG�E\�'RPLQLRQ�%RQG�5DWLQJ�6HUYLFHV��'%56��

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ 2,637,651 $ ���������
)DLU�YDOXH $ 2,743,522 $ 4,048,178

/HVV�SOHGJHG�WUDGLQJ�DVVHWV (135,572) ��������
1RQ�SOHGJHG�WUDGLQJ�DVVHWV $ 2,607,950 $ ���������

3OHGJHG�DVVHWV�DUH�WKRVH�ƂQDQFLDO�DVVHWV�WKDW�PD\�EH�UHSOHGJHG�RU�VROG�E\�FRXQWHUSDUWLHV��7RWDO�SOHGJHG�DVVHWV�DUH�DV�LQGLFDWHG�EHORZ�

(Thousands of dollars) December 31, 2012 December 31, 2011

Trading assets $ 135,572 $ ������
$PRXQWV�LQFOXGHG�LQ�LQYHVWPHQW�VHFXULWLHV� 58,905 �����

$ 194,477 $ ������
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9. Derivative assets and liabilities
7KH�IROORZLQJ�WDEOHV�VXPPDUL]H�WKH�IDLU�YDOXH�DQG�WKH�QRWLRQDO�DPRXQWV�E\�WHUP�WR�PDWXULW\�RI�GHULYDWLYH�DVVHWV�DQG�OLDELOLWLHV�

(Thousands of dollars) 
December 31, 2012

Notional amount by term to maturity Fair value

1 year or less 1 to 5 years over 5 years Total Asset Liability

Interest rate contracts
Futures contracts 73,970 ŏ ŏ 73,970 $ 25 $ 10
6ZDS�FRQWUDFWV ��������� ���������� 2,831,074 27,274,282 169,076 350,988
Options purchased ������� ŏ ŏ ������� 218 –
2SWLRQV�ZULWWHQ ������� ŏ ŏ ������� – 264

��������� ���������� 2,831,074 ���������� 169,319 351,262

Foreign exchange contracts
)RUHLJQ�H[FKDQJH�IRUZDUG�FRQWUDFWV �������� – ŏ �������� 353 434
Other
(TXLW\�LQGH[�OLQNHG�RSWLRQV ������ ������� ŏ ������� 14,338 14,338

7RWDO�IDLU�YDOXH�EHIRUH�DGMXVWPHQW 184,010 366,034
$GMXVWPHQW�IRU�PDVWHU�QHWWLQJ�DJUHHPHQWV (149,992) (149,992)

$ 34,018 $ 216,042

$OO�GHULYDWLYHV�DUH�WUDGHG�RYHU�WKH�FRXQWHU��27&��H[FHSW�IRU�IXWXUHV�FRQWUDFWV�ZKLFK�DUH�H[FKDQJH�WUDGHG�

(Thousands of dollars) 
December 31, 2011

Notional amount by term to maturity Fair value

1 year or less 1 to 5 years over 5 years Total Asset Liability

Interest rate contracts
Futures contracts 910 ŏ ŏ 910 $ ��� $ 81

6ZDS�FRQWUDFWV ��������� ���������� ��������� 27,489,942 294,422 �������
Options purchased ������ ŏ ŏ ������ 21 ŏ
2SWLRQV�ZULWWHQ ������ ŏ ŏ ������ ŏ 21

��������� ���������� ��������� ���������� ������� �������

Foreign exchange contracts
)RUHLJQ�H[FKDQJH�IRUZDUG�FRQWUDFWV 128,904 ����� ŏ 134,200 ��� ���
Other
(TXLW\�LQGH[�OLQNHG�RSWLRQV ������ ������� ŏ ������� ������ ������

7RWDO�IDLU�YDOXH�EHIRUH�DGMXVWPHQW 311,293 481,913

$GMXVWPHQW�IRU�PDVWHU�QHWWLQJ�DJUHHPHQWV ��������� ���������
$ 41,347 $ �������

$OO�GHULYDWLYHV�DUH�WUDGHG�27&�H[FHSW�IRU�IXWXUHV�FRQWUDFWV�ZKLFK�DUH�H[FKDQJH�WUDGHG�
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10. Loans

(Thousands of dollars) December 31, 2012 December 31, 2011

Due on demand ��&UHGLW�XQLRQV $ 80,977 $ 22,848

��&RPPHUFLDO�DQG�RWKHUV 1,661 �����
82,638 31,714

Term ��&UHGLW�XQLRQV 1,753,275 ���������
��&RPPHUFLDO�DQG�RWKHUV 187,392 183,293

��5HYHUVH�UHSXUFKDVH�DJUHHPHQWV 11,485 �������
��2IƂFHUV�DQG�HPSOR\HHV 13,767 ������

1,965,919 ���������
2,048,557 2,487,874

Accrued interest 5,029 �����
2,053,586 2,494,938

$OORZDQFH�IRU�FUHGLW�ORVVHV (1,584) ��������
$ 2,052,002 $ 2,482,412

2IILFHU�DQG�HPSOR\HH�ORDQV��ZKLFK�DUH�SDUW�RI�WKHLU�FRPSHQVDWLRQ�SDFNDJHV��EHDU�LQWHUHVW�DW�UDWHV�YDU\LQJ�IURP�������WR�������

,PSDLUHG�ORDQV�DUH�DV�IROORZV�

(Thousands of dollars) Gross Impaired 6SHFLƂF�$OORZDQFH Collective Allowance December 31, 2012 December 31, 2011

Credit unions $ – $ – $ – $ – $ ŏ
&RPPHUFLDO�DQG�RWKHUV 1,584 (1,374) (210) – 1,171

7RWDO $ 1,584 $ (1,374) $ (210) $ – $ 1,171

7KH�DFWLYLW\�LQ�WKH�DOORZDQFH�IRU�FUHGLW�ORVVHV�GXULQJ�WKH�\HDU�DQG�WKH�UHVXOWLQJ�\HDU�HQG�EDODQFHV�DUH�DV�IROORZV�

(Thousands of dollars) 6SHFLƂF�$OORZDQFH Collective Allowance December 31, 2012 December 31, 2011

%DODQFH�DW�EHJLQQLQJ�RI�\HDU $ 11,795 $ 731 $ 12,526 $ 9,498

1HW�ZULWH�RIIV�GXULQJ�WKH�\HDU (8,512) (5) (8,517) �������
3URYLVLRQ��UHFRYHU\��IRU�FUHGLW�ORVVHV (1,909) (516) (2,425) �����
%DODQFH�DW�HQG�RI�\HDU $ 1,374 $ 210 $ 1,584 $ ������
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11. Investment securities
6HFXULWLHV�FODVVLƂHG�DV�KHOG�WR�PDWXULW\�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ – $ ������
)DLU�YDOXH $ – $ 10,033

6HFXULWLHV�FODVVLƂHG�DV�DYDLODEOH�IRU�VDOH�DUH�DV�IROORZV��

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ 6,338,613 $ ���������
)DLU�YDOXH $ 6,386,581 $ ���������

7KH�WRWDO�DPRXQW�RI�VHFXULWLHV�UHFRUGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ�LV�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$ 6,386,581 $ 3,891,039

7KH�FRPSRVLWLRQ�RI�&HQWUDO��ŒV�VHFXULWLHV�SRUWIROLR�LV�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

*RYHUQPHQW�	�JXDUDQWHHV $ 2,728,159 $ ���������
&RUSRUDWH�	�ƂQDQFLDO�LQVWLWXWLRQV�$$��� or greater 3,479,314 2,711,818

Other 179,108 �������
$ 6,386,581 $ 3,891,039

���7KH�FUHGLW�UDWLQJV�UHSUHVHQW�LQYHVWPHQW�JUDGH�UDWLQJV�SURYLGHG�E\�'%56�

7KH�DERYH�WDEOH�LQFOXGHV�$32.1�PLOOLRQ��'HFHPEHU������������������PLOOLRQ��RI�HTXLW\�LQYHVWPHQW�VHFXULWLHV�WKDW�DUH�PHDVXUHG�DW�FRVW�DQG�IRU�ZKLFK�GLVFORVXUH� 
RI�IDLU�YDOXH�LV�QRW�SURYLGHG�EHFDXVH�WKH�IDLU�YDOXH�FDQQRW�EH�UHOLDEO\�PHDVXUHG��

$W�WKH�\HDU�HQG��VHFXULWLHV�KDYLQJ�D�SDU�YDOXH�RI�$943.5�PLOOLRQ��'HFHPEHU��������������������PLOOLRQ��ZHUH�ORGJHG�RU�SOHGJHG�ZLWK�WKH�%DQN�RI�&DQDGD�DQG�WKH�
&DQDGLDQ�'HSRVLWRU\�IRU�6HFXULWLHV�DV�FROODWHUDO�IRU�WKH�WUDQVIHU�DQG�UHFHLSW�RI�SD\PHQWV�
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12. Secured loans to members 
7KURXJK�LWV�SDUWLFLSDWLRQ�LQ�WKH�&0%�DQG�,033�SURJUDPV�DV�GHVFULEHG�LQ�WKH�DFFRXQWLQJ�SROLF\�GLVFORVHG�LQ�1RWH����&HQWUDO���UHFRJQL]HV�LWV�LQWHUHVW�LQ�WKH� 
XQGHUO\LQJ�UHVLGHQWLDO�PRUWJDJHV�DV�VHFXUHG�ORDQV�IURP�LWV�PHPEHU�FUHGLW�XQLRQV��7KH�SDU�DPRXQWV�RXWVWDQGLQJ�RQ�WKHVH�VHFXUHG�ORDQV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

7RWDO�DPRXQW�RI�VHFXUHG�ORDQV�LVVXHG $ 4,240,559 $ ���������
$JJUHJDWH�SULQFLSDO�SD\PHQWV�UHFHLYHG (3,684,253) �����������
5HPDLQLQJ�SDU�YDOXH�RI�VHFXUHG�ORDQV�WR�PHPEHUV�LQ�WKH�6WDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ $ 556,306 $ ���������

7KH�FRPSRQHQWV�RI�WKHVH�EDODQFHV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

5HPDLQLQJ�SDU�YDOXH�RI�VHFXUHG�ORDQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV $ 284,135 $ �������
5HPDLQLQJ�SDU�YDOXH�RI�VHFXUHG�ORDQV�UHWDLQHG�E\�&HQWUDO�� 272,171 �������

$ 556,306 $ ���������

7KH�VHFXUHG�ORDQV�DUH�UHFRJQL]HG�DW�IDLU�YDOXH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ 558,481 $ ���������
)DLU�YDOXH $ 561,511 $ ���������
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Valuation of secured loans to members
.H\�LQSXWV�LQWR�WKH�PRGHO�XVHG�WR�GHWHUPLQH�WKH�IDLU�YDOXH�RI�VHFXUHG�ORDQV�WR�PHPEHUV�LQFOXGH�LQWHUHVW�UDWHV�DQG�PRUWJDJH�SUHSD\PHQW�UDWHV��7KH�IROORZLQJ� 
WDEOH�VXPPDUL]HV�WKH�SUH�WD[�LPSDFW�WR�SURƂW�DQG�FRPSUHKHQVLYH�LQFRPH�RI�D�VXVWDLQHG�����EDVLV�SRLQW�LQFUHDVH�RU�GHFUHDVH�LQ�LQWHUHVW�UDWHV�XVHG�WR�GHWHUPLQH� 
WKH�IDLU�YDOXH�RI�VHFXUHG�ORDQV�DQG�HTXLW\�

(Thousands of dollars)

As at 
December 31, 2012
Increase (Decrease)

As at
December 31, 2011
Increase (Decrease)

Change in value of secured loans to members:
����ESV�SDUDOOHO�LQFUHDVH�LQ�LQWHUHVW�UDWHV $ (1,164) $ �������
����ESV�SDUDOOHO�GHFUHDVH�LQ�LQWHUHVW�UDWHV $ 1,230 $ �����

0RUWJDJH�SUHSD\PHQW�UDWH�FKDQJHV�WKH�H[SHFWHG�SULQFLSDO�DQG�LQWHUHVW�FDVK�ƃRZV�RI�WKH�VHFXUHG�ORDQV��7KH�SUH�WD[�LPSDFW�RI�D�RQH�SHUFHQW�LQFUHDVH�RU�GHFUHDVH� 
LQ�SUHSD\PHQW�UDWH�RQ�WKH�IDLU�YDOXH�RI�VHFXUHG�ORDQV�ZDV�OHVV�WKDQ�RQH�SHUFHQW�RI�HTXLW\�DV�DW�HDFK�EDODQFH�VKHHW�GDWH�SUHVHQWHG�

&HQWUDO���KDV�UHFRJQL]HG�LWV�REOLJDWLRQV�WR�&+7�XQGHU�WKH�&0%�SURJUDP�DQG�WR�&0+&�XQGHU�WKH�,033�SURJUDP�DW�IDLU�YDOXH�LQ�WKH�6WDWHPHQW�RI�)LQDQFLDO�SRVLWLRQ��
7KH�FRQWUDFWXDO�PDWXULW\�GDWHV�RI�WKHVH�REOLJDWLRQV�DUH�DV�LQGLFDWHG�EHORZ�

December 31, 2012 December 31, 2011

$PRXQW�GXH�ZLWKLQ�RQH�\HDU $ 1,603,436 $ ���������
$PRXQW�GXH�DIWHU�RQH�\HDU�DQG�OHVV�WKDQ�ƂYH�\HDUV 611,284 ���������

2,214,720 ���������
Accrued interest 8,025 11,377

$PRUWL]HG�FRVW $ 2,222,745 $ ���������

)DLU�YDOXH $ 2,259,992 $ ���������

$V�SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�RQ�WKH�XQGHUO\LQJ�PRUWJDJH�DVVHWV�DUH�UHFHLYHG��&HQWUDO���LV�UHTXLUHG�WR�UHLQYHVW�WKRVH�DVVHWV�RQ�EHKDOI�RI�&+7�DQG�&0+&�� 
7KHVH�UHLQYHVWPHQW�DVVHWV��ZKLFK�DUH�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ƂQDQFLDO�SRVLWLRQ�DW�IDLU�YDOXH��DUH�DV�IROORZV�

December 31, 2012 December 31, 2011

*RYHUQPHQW�	�JXDUDQWHHV $ 1,503,404 $ 2,100,410

Assets acquired under reverse repurchase agreements 148,840 ������
Other – ������
)DLU�YDOXH $ 1,652,244 $ ���������

$PRUWL]HG�FRVW $ 1,648,747 $ ���������

&HQWUDO���KDV�HQWHUHG�LQWR�GHULYDWLYH�FRQWUDFWV�WR�PRGLI\�LWV�H[SRVXUH�WR�LQWHUHVW�UDWH�ULVN�XQGHU�WKH�SURJUDPV�ZKLFK�DUH�UHFRJQL]HG�DV�GHULYDWLYHV�LQ�WKH�
FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ��



Jump to table of contents

Central 1 Credit Union Annual Report 2012   |   92

For the Years Ended December 31, 2012 and 2011

Notes to the Consolidated Financial Statements

13. Property and equipment

(Thousands of dollars) Land and Buildings IT Equipment Fixtures Total

Cost
Balance at January 1, 2012 $ 13,526 $ 12,120 $ 13,924 $ 39,570
Acquisitions – 2,833 466 3,299
Disposals – (31) (261) (292)
Balance at December 31, 2012 $ 13,526 $ 14,922 $ 14,129 $ 42,577
%DODQFH�DW�-DQXDU\�������� $ ������ $ 12,130 $ ������ $ ������
Acquisitions ŏ ��� ����� 1,831

'LVSRVDOV ŏ ����� ŏ �����
%DODQFH�DW�'HFHPEHU��������� $ ������ $ 12,120 $ 13,924 $ ������

Depreciation
Balance at January 1, 2012 $ 7,542 $ 7,822 $ 7,403 $ 22,767
Depreciation for the year 333 1,447 1,019 2,799
Disposals – (31) (261) (292)
Balance at December 31, 2012 $ 7,875 $ 9,238 $ 8,161 $ 25,274
%DODQFH�DW�-DQXDU\�������� $ ����� $ ����� $ ����� $ ������
Depreciation for the year 347 914 879 2,140

'LVSRVDOV ŏ ����� ���� �����
%DODQFH�DW�'HFHPEHU��������� $ ����� $ 7,822 $ 7,403 $ ������

Carrying value
Balance at December 31, 2012 $ 5,651 $ 5,684 $ 5,968 $ 17,303
%DODQFH�DW�'HFHPEHU��������� $ ����� $ 4,298 $ ����� $ ������
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14. Intangible assets

(Thousands of dollars) External Software
Internally Developed 

Software Total

Cost
Balance at January 1, 2012 $ 12,960 $ 874 $ 13,834 
Acquisitions 4,830 58 4,888
Disposals (21) – (21)
Balance at December 31, 2012 $ 17,769 $ 932 $ 18,701
%DODQFH�DW�-DQXDU\�������� $ 12,793 $ 431 $ 13,224

Acquisitions 314 443 ���
'LVSRVDOV ����� ŏ �����
%DODQFH�DW�'HFHPEHU��������� $ ������ $ 874 $ 13,834

Depreciation
Balance at January 1, 2012 $ 11,266 $ – $ 11,266
Depreciation for the year 920 124 1,044
Disposals (21) – (21)
Balance at December 31, 2012 $ 12,165 $ 124 $ 12,289
%DODQFH�DW�-DQXDU\�������� $ 9,119 $ ŏ $ 9,119

Depreciation for the year 2,193 ŏ 2,193

'LVSRVDOV ���� ŏ ����
%DODQFH�DW�'HFHPEHU��������� $ ������ $ ŏ $ ������

Carrying value
Balance at December 31, 2012 $ 5,604 $ 808 $ 6,412
%DODQFH�DW�'HFHPEHU��������� $ ����� $ 874 $ �����
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15. Deferred tax assets and liabilities
'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�DWWULEXWDEOH�WR�WKH�IROORZLQJ�

(Thousands of dollars) December 31, 2012 December 31, 2011

'HIHUUHG�WD[�DVVHWV�
)LQDQFLDO�LQVWUXPHQWV $ 1,508 $ 2,990

6HFXULWL]DWLRQ�WUDQVDFWLRQV� 701 �����
(PSOR\HH�IXWXUH�EHQHƂWV 3,125 �����
Other 1,055 1,101

6,389 8,197

'HIHUUHG�WD[�OLDELOLWLHV�
)LQDQFLDO�LQVWUXPHQWV 730 729

Property and equipment 2,124 2,007

Other 238 ���
3,092 3,094

$  3,297 $ ������
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&KDQJHV�LQ�GHIHUUHG�WD[�EDODQFHV�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������ZHUH�DV�IROORZV�

(Thousands of dollars)
Balance as at  

January 1, 2012
5HFRJQL]HG�LQ�3URƂW�

or Loss
Recognized in Other 

Comprehensive Income
Balance as at 

December 31, 2012

'HIHUUHG�WD[�DVVHWV�
)LQDQFLDO�LQVWUXPHQWV $ 2,990 $ ������� $ ŏ $ �����
6HFXULWL]DWLRQ�WUDQVDFWLRQV� ����� ����� ŏ 701

(PSOR\HH�IXWXUH�EHQHƂWV ����� ���� ��� �����
Other 1,101 ���� ŏ �����

8,197 ������� ��� �����

'HIHUUHG�WD[�OLDELOLWLHV�
)LQDQFLDO�LQVWUXPHQWV 729 ŏ 1 730

Property and equipment 2,007 117 ŏ 2,124

Other ��� ���� ���� 238

3,094 23 ���� 3,092

$ ����� $ �������� $ ��� $ 3,297

&KDQJHV�LQ�GHIHUUHG�WD[�EDODQFHV�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������ZHUH�DV�IROORZV�

(Thousands of dollars)
Balance as at  

January 1, 2011
5HFRJQL]HG�LQ�3URƂW�

or Loss
Recognized in Other 

Comprehensive Income
Balance as at 

December 31, 2011 

'HIHUUHG�WD[�DVVHWV�
)LQDQFLDO�LQVWUXPHQWV $ 1,324 $ ����� $ ŏ $ 2,990

6HFXULWL]DWLRQ�WUDQVDFWLRQV� 1,491 ����� ���� �����
(PSOR\HH�IXWXUH�EHQHƂWV ����� ��� ��� �����
Other ��� ��� ŏ 1,101

����� 2,029 447 8,197

'HIHUUHG�WD[�OLDELOLWLHV�
)LQDQFLDO�LQVWUXPHQWV 32 ���� ��� 729

Property and equipment 1,820 187 ŏ 2,007

Other ��� 8 �� ���
2,138 ��� 790 3,094

$ ����� $ ����� $ ����� $ �����
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����,QYHVWPHQW�LQ�DIƂOLDWHV
7KH�FDUU\LQJ�YDOXH�RI�&HQWUDO��ŒV�LQYHVWPHQWV�LQ�DIƂOLDWHV�LV�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

&UHGHQWLDO�)LQDQFLDO�,QF� $ 53 $ ��
&UHGLW�8QLRQ�&HQWUDO�RI�&DQDGD 1,284 1,037

&80,6�*URXS�/LPLWHG 114,454 �������
$ 115,791 $ �������

17. Other assets

(Thousands of dollars) December 31, 2012 December 31, 2011

6HWWOHPHQWV�LQ�WUDQVLW� $ 279,491 $ ��������
$VVHWV�DYDLODEOH�IRU�VDOH�GHVLJQDWHG�DV�WUDGLQJ 71,005 2,182

$VVHWV�DYDLODEOH�IRU�VDOH�DW�DPRUWL]HG�FRVW 17,519 ������
Investment property 6,012 �����
3UHSDLG�H[SHQVHV 2,961 �����
3RVW�HPSOR\PHQW�EHQHƂWV��1RWH���� – ���
$FFRXQWV�UHFHLYDEOH�DQG�RWKHU 5,766 �����

$ 382,754 $ �������

$W�\HDU�HQG��WKH�DPRUWL]HG�FRVW�RI�WKH�DVVHWV�DYDLODEOH�IRU�VDOH�GHVLJQDWHG�DV�WUDGLQJ�ZDV�$70,913�WKRXVDQG��'HFHPEHU�������������������WKRXVDQG��

7KH�IDLU�YDOXH�RI�&HQWUDO��ŒV�LQYHVWPHQW�SURSHUW\�KDV�EHHQ�DUULYHG�DW�RQ�WKH�EDVLV�RI�LQWHUQDO�DQG�H[WHUQDO�PDUNHW�LQIRUPDWLRQ�ZKLFK�UHƃHFWV�VLPLODU�SURSHUWLHV�� 
7KH�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\�DV�DW�WKH�HQG�RI�WKH�\HDU�DSSUR[LPDWHV�LWV�FDUU\LQJ�YDOXH�

&HQWUDO���HDUQV�UHQWDO�LQFRPH�RQ�LWV�LQYHVWPHQW�SURSHUW\��7KH�WHUPV�RI�H[LVWLQJ�OHDVH�DJUHHPHQWV�UDQJH�EHWZHHQ���DQG���\HDUV��7KH�OHVVHH�GRHV�QRW�KDYH�DQ� 
RSWLRQ�WR�SXUFKDVH�WKH�SURSHUW\�DW�WKH�H[SLU\�RI�WKH�OHDVH�SHULRG��7KH�UHQWDO�LQFRPH�HDUQHG�IRU�WKH�\HDU�LV�GLVFORVHG�LQ�1RWH����
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18. Deposits designated as trading
'HSRVLWV�GHVLJQDWHG�DV�WUDGLQJ�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

$PRUWL]HG�FRVW $ 2,275,998 $ 2,013,781

)DLU�YDOXH $ 2,286,078 $ 2,034,219

7KH�FRQWUDFWXDO�PDWXULW\�GDWHV�RI�WKHVH�OLDELOLWLHV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

Amount

��'XH�ZLWKLQ�WKUHH�PRQWKV $ 299,315 $ ������
��'XH�DIWHU�WKUHH�PRQWKV�DQG�ZLWKLQ�RQH�\HDU 817,942 �������
��'XH�DIWHU�RQH�\HDU�DQG�OHVV�WKDQ�ƂYH�\HDUV 1,140,414 1,284,819

2,257,671 ���������
Accrued interest 18,327 ������
$PRUWL]HG�FRVW $ 2,275,998 $ 2,013,781

19. Debt securities issued

(Thousands of dollars) December 31, 2012 December 31, 2011

Notes

��'XH�ZLWKLQ�WKUHH�PRQWKV $ 487,241 $ �������
��'XH�DIWHU�WKUHH�PRQWKV�DQG�ZLWKLQ�RQH�\HDU 412,330 ŏ
��'XH�DIWHU�RQH�\HDU�DQG�OHVV�WKDQ�ƂYH�\HDUV 269,480 �������

1,169,051 373,979

Accrued interest 1,753 �����
$ 1,170,804 $ �������

&HQWUDO���KDV�HVWDEOLVKHG�$84.4�PLOOLRQ�RI�XQVHFXUHG�FUHGLW�IDFLOLWLHV�ZLWK�YDULRXV�ƂQDQFLDO�LQVWLWXWLRQV��7KH�XQVHFXUHG�IDFLOLWLHV�UDQN�HTXDOO\�ZLWK�WKH�RXWVWDQGLQJ�
QRWHV�DQG�GHSRVLWV��$W�'HFHPEHU�����������QR�DPRXQWV�ZHUH�GUDZQ�DJDLQVW�WKHVH�IDFLOLWLHV�

&HQWUDO���LV�DXWKRUL]HG�WR�LVVXH�XS�WR������ELOOLRQ�LQ�VKRUW�WHUP�FRPPHUFLDO�SDSHU�DQG�XS�WR������ELOOLRQ�LQ�RWKHU�ERUURZLQJV�ZKLFK�LQFOXGH�&HQWUDO��ŒV�PHGLXP�WHUP�
QRWH�IDFLOLW\��$W�'HFHPEHU�����������D�SDU�YDOXH�RI $588.0 PLOOLRQ�ZDV�ERUURZHG�XQGHU�WKH�VKRUW�WHUP�FRPPHUFLDO�SDSHU�IDFLOLW\��'HFHPEHU�������������������PLOOLRQ��
DQG�D�SDU�YDOXH�RI�$582.9�PLOOLRQ�ZDV�ERUURZHG�XQGHU�WKH�PHGLXP�WHUP�QRWH�IDFLOLW\��'HFHPEHU�������������������PLOOLRQ�
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20. Deposits 
'HSRVLWV�FODVVLƂHG�DV�RWKHU�OLDELOLWLHV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

Amount

  Due on demand $ 951,469 $ ���������
��'XH�ZLWKLQ�WKUHH�PRQWKV 1,424,996 ���������
��'XH�DIWHU�WKUHH�PRQWKV�DQG�ZLWKLQ�RQH�\HDU� 1,342,227 1,893,371

��'XH�DIWHU�RQH�\HDU�DQG�OHVV�WKDQ�ƂYH�\HDUV 2,806,894 ���������
��'XH�DIWHU�ƂYH�\HDUV�DQG�OHVV�WKDQ�VL[�\HDUV – ���

 6,525,586 ���������
Accrued interest 38,750 43,300

$ 6,564,336 $ ���������

21. Subordinated liabilities
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�DPRXQW�RI�VXERUGLQDWHG�OLDELOLWLHV�RXWVWDQGLQJ�DW�HDFK�\HDU�HQG�

(Thousands of dollars) December 31, 2012 December 31, 2011

6HULHV�� $ 150,000 �������
6HULHV�� 18,000 18,000

3ULQFLSDO�DPRXQW 168,000 �������
Accrued interest 859 ���

$ 168,859 $ �������

2Q�2FWREHU����������&HQWUDO���LVVXHG������PLOOLRQ�SULQFLSDO�DPRXQW�RI�������6HULHV���QRWHV�GXH�2FWREHU����������7KH�QRWHV�EHDU�LQWHUHVW�DW�D�Ƃ[HG�UDWH�RI�������
XQWLO��EXW�H[FOXGLQJ��2FWREHU����������DQG�WKHUHDIWHU�DW�D�ƃRDWLQJ�UDWH�EDVHG�RQ����GD\�%DQNHUVŒ�$FFHSWDQFH�SOXV��������&HQWUDO���KDV�WKH�RSWLRQ�WR�UHGHHP�WKH� 
QRWH�RQ�2FWREHU����������VXEMHFW�WR�UHJXODWRU\�DSSURYDO�

2Q�-XO\����������&HQWUDO���LVVXHG�����PLOOLRQ�SULQFLSDO�DPRXQW�RI�6HULHV���QRWHV�GXH�-XO\����������7KH�QRWHV�EHDU�LQWHUHVW�DW�D�ƃRDWLQJ�UDWH�EDVHG�RQ����GD\� 
%DQNHUVŒ�$FFHSWDQFH�SOXV����EDVLV�SRLQWV��SD\DEOH�TXDUWHUO\�XQWLO�-XO\����������DQG�&HQWUDO���KDV�WKH�RSWLRQ�WR�UHGHHP�WKH�RXWVWDQGLQJ�QRWHV�LQ�ZKROH�RU�LQ�SDUW� 
RQ�-XO\����������VXEMHFW�WR�UHJXODWRU\�DSSURYDO��

7KH�QRWHV�DUH�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ƂQDQFLDO�SRVLWLRQ�DW�DPRUWL]HG�FRVW�
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22. Provisions
8QHDUQHG�SUHPLXPV�LQFOXGHG�LQ�RWKHU�OLDELOLWLHV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

%DODQFH�DW�EHJLQQLQJ�RI�\HDU $ 864 $ 878

Amount of premiums received during the year 1,553 2,138

Amount of premiums earned during the year (1,749) �������
%DODQFH�DW�HQG�RI�\HDU $ 668 $ ���

&HQWUDO���PDLQWDLQV�SURYLVLRQV�IRU�XQSDLG�LQVXUDQFH�FODLPV�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

%DODQFH�DW�EHJLQQLQJ�RI�\HDU $ 5,798 $ �����
&ODLPV�LQFXUUHG 1,463 �����
&ODLPV�SDLG (1,981) �������
%DODQFH�DW�HQG�RI�\HDU $ 5,280 $ �����

$V�DW�\HDU�HQG��WKH�LPSDFW�RI�D����LQFUHDVH�LQ�WKH�H[SHFWHG�1HW�/RVV�5DWLR�ZRXOG�KDYH�OHVV�WKDQ�D����LPSDFW�RQ�&HQWUDO��ŒV�HDUQLQJV�IRU�WKH�\HDU�DQG�&HQWUDO��ŒV� 
HTXLW\�DV�DW�\HDU�HQG�

23. Securities under repurchase agreements

6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

Amounts under the CMB and IMPP programs $ 201,433 $ ������
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24. Other liabilities

(Thousands of dollars) December 31, 2012 December 31, 2011

6HWWOHPHQWV�LQ�WUDQVLW� $ 417,089 $ �������
3RVW�HPSOR\PHQW�EHQHƂWV��1RWH���� 21,913 20,707

6KRUW�WHUP�HPSOR\HH�EHQHƂWV 6,544 �����
'LYLGHQGV�SD\DEOH 3,034 �����
Trade amounts and other 14,748 ������
8QHDUQHG�LQVXUDQFH�SUHPLXPV��1RWH���� 668 ���

$ 463,996 $ �������

25. Share Capital
&HQWUDO���PD\�LVVXH�DQ�XQOLPLWHG�QXPEHU�RI�FODVV�Ŕ$ŕ��Ŕ%ŕ��Ŕ&ŕ��Ŕ'ŕ�DQG�Ŕ(ŕ�VKDUHV�DQG�PD\��DW�LWV�RSWLRQ�DQG�RQ�WKH�DSSURYDO�RI�WKH�GLUHFWRUV��UHGHHP�LWV�VKDUHV��
7KHUH�DUH�QR�UHVWULFWLRQV�RQ�WKH�QXPEHU�RI�VKDUHV�WKDW�PD\�EH�KHOG�E\�D�PHPEHU�VKDUHKROGHU��7KH�KROGHUV�RI�HDFK�FODVV�RI�VKDUH�DUH�HQWLWOHG�WR�UHFHLYH�GLYLGHQGV� 
DV�GHFODUHG�IURP�WLPH�WR�WLPH��7KH�FODVV�Ŕ$ŕ��Ŕ%ŕ��Ŕ&ŕ�DQG�Ŕ'ŕ�VKDUHV�KDYH�D�SDU�YDOXH�RI����SHU�VKDUH��DQG�WKH�FODVV�Ŕ(ŕ�VKDUHV�KDYH�D�SDU�YDOXH�RI�������SHU�VKDUH� 
DQG�D�UHGHPSWLRQ�YDOXH�RI�������

,Q�WKH�HYHQW�RI�OLTXLGDWLRQ��GLVVROXWLRQ�RU�ZLQGLQJ�XS��DQ\�VXUSOXV��SURƂWV�RU�DVVHWV�RI�&HQWUDO���VKDOO�EH�GLVWULEXWHG�SURSRUWLRQDWHO\�DPRQJ�DOO�VKDUHKROGHUV�

7KH�DOORFDWLRQ�RI�&ODVV�$�VKDUHV�LV�EDVHG�RQ�WKH�DVVHWV�RI�HDFK�FUHGLW�XQLRQ�LQ�SURSRUWLRQ�WR�WKH�FRPELQHG�DVVHWV�RI�WKH�%�&��FUHGLW�XQLRQ�V\VWHP�DQG�WKH�DVVHWV� 
RI�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR��7KLV�DOORFDWLRQ�LV�DGMXVWHG�SHULRGLFDOO\�WR�UHƃHFW�FKDQJHV�LQ�FUHGLW�XQLRQ�DVVHWV��2Q�PDWWHUV�FRQFHUQLQJ�&HQWUDO��ŒV� 
UROH�DV�D�WUDGH�DVVRFLDWLRQ��&ODVV�$�PHPEHUV�DUH�HQWLWOHG�WR�RQH�YRWH�IRU�HYHU\�����RI�WKHLU�PHPEHUV��(DFK�&ODVV�%�DQG�&�VKDUHKROGHU�KDV�RQH�YRWH�RQ�FHUWDLQ�LVVXHV�
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7KH�QXPEHUV�RI�VKDUHV�LVVXHG�DUH�DV�IROORZV�

(Thousands of shares) December 31, 2012 December 31, 2011

&ODVV�$�ŏ�FUHGLW�XQLRQV
%DODQFH�DW�EHJLQQLQJ�RI�\HDU 272,018 ��������
Issued for cash during the year 18,279 �������
Redeemed during the year (42) ������
%DODQFH�DW�HQG�RI�\HDU 290,255 272,018

&ODVV�%�ŏ�FR�RSHUDWLYHV
%DODQFH�DW�EHJLQQLQJ�DQG�HQG�RI�\HDU 5 �
&ODVV�&�ŏ�RWKHU
%DODQFH�DW�EHJLQQLQJ�DQG�HQG�RI�\HDU 7 7

&ODVV�(�ŏ�FUHGLW�XQLRQV
%DODQFH�DW�EHJLQQLQJ�RI�\HDU 3,159 �����
Redeemed during the year – ���
%DODQFH�DW�HQG�RI�\HDU 3,159 �����

7KH�DPRXQWV�RXWVWDQGLQJ�DUH�DV�IROORZV��

(Thousands of dollars) December 31, 2012 December 31, 2011

2XWVWDQGLQJ�������SDU�YDOXH�VKDUHV
&ODVV�$�ŏ�FUHGLW�XQLRQV $ 290,255 $ 272,018

&ODVV�%�ŏ�FRRSHUDWLYHV� 5 �
&ODVV�&�ŏ�RWKHU 7 7

2XWVWDQGLQJ�������SDU�YDOXH�VKDUHV
&ODVV�(�ŏ�FUHGLW�XQLRQV 32 32

$ 290,299 $ �������

7KH�GLYLGHQG�DPRXQWV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

'LYLGHQG�SD\DEOH��EDODQFH�DW�EHJLQQLQJ�RI�\HDU $ 5,251 $ 2,418

'HFODUHG�GXULQJ�WKH�\HDU 11,924 ������
Paid during the year (14,141) �������
'LYLGHQG�SD\DEOH��EDODQFH�DW�HQG�RI�\HDU $ 3,034 $ �����
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26. Reserves

(Thousands of dollars) December 31, 2012 December 31, 2011

&UHGLW�8QLRQ�'HGXFWLEOH�)XQG $ 1,909 $ 2,210

6WDELOL]DWLRQ�)XQG 3,076 3,071

$ 4,985 $ �����

����*DLQ�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV
7KH�FRPSRQHQWV�RI�JDLQ�RQ�GLVSRVDO�RI�ƂQDQFLDO�LQVWUXPHQWV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

1HW�JDLQ�RQ�GLVSRVDO�RI�WUDGLQJ�DVVHWV $ 80,164 $ 101,371

1HW�JDLQ�RQ�GLVSRVDO�RI�LQYHVWPHQW�VHFXULWLHV 9,342 27,917

1HW�ORVV�RQ�GLVSRVDO�RI�GHULYDWLYHV (21,923) ��������
1HW�ORVV�RQ�GLVSRVDO�RI�GHSRVLWV� (960) �������

$ 66,623 $ 98,409

����&KDQJH�LQ�IDLU�YDOXH�RI�ƂQDQFLDO�LQVWUXPHQWV

(Thousands of dollars) December 31, 2012 December 31, 2011

Trading assets $ (75,063) $ 120,341

Activities under the CMB and IMPP programs

Reinvestment assets (14,866) �����
'HULYDWLYH�DVVHWV�DQG�OLDELOLWLHV (50,671) �������
6HFXUHG�ORDQV�WR�PHPEHUV (8,965) ���������
2EOLJDWLRQV�WR�&+7�DQG�&0+& 77,018 9,132

'HULYDWLYH�DVVHWV�DQG�OLDELOLWLHV 47,145 ����������
Trading deposits 10,358 ��������

$ (15,044) $ ����������
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29. Other income

(Thousands of dollars) December 30, 2012 December 31, 2011

0HPEHUVKLS�'XHV $ 8,402 $ �����
3URYLQFLDO�$GYHUWLVLQJ�$VVHVVPHQW 1,238 �����
(TXLW\�,QWHUHVW�LQ�$IƂOLDWHV 4,053 ���
Insurance Premiums and Assessments 6,906 10,219

7HFKQRORJ\�DQG�3D\PHQW�6HUYLFHV
   Processing 40,970  ������
���'LUHFW�EDQNLQJ 20,258 18,198

:KROHVDOH�)LQDQFLDO�6HUYLFHV
   Treasury services 5,197 �����
���)XQGLQJ�	�FRPPHUFLDO 5,097 4,440

���(PSOR\HH�EHQHƂWV�	�UHWLUHPHQW�VHUYLFHV 1,186 �����
   Trust services 2,275 �����
   Other 713 –
7UDGH�DQG�2WKHU�6HUYLFHV
���3URGXFW�FRPSOLDQFH�	�GHVLJQ 1,529 �����
   Property rents 1,079 �����
   Risk management 2,718 2,883

���0DUNHWLQJ�SURGXFWV�	�SURJUDPV 2,196 1,472

   Other 3,247 2,877

$ 107,064 $ 101,932
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����3RVW�HPSOR\PHQW�EHQHƂWV
&HQWUDO���RIIHUV�LWV�HPSOR\HHV�WKH�RSSRUWXQLW\�WR�SDUWLFLSDWH�LQ�GHƂQHG� 
EHQHƂW��PRQH\�SXUFKDVH��UHWLUHH�QRQ�SHQVLRQ�EHQHƂW�DQG�VXSSOHPHQWDO�
SHQVLRQ�SURJUDPV�DV�GHVFULEHG�EHORZ�

'HƂQHG�%HQHƂW�2SWLRQV
6XEMHFW�WR�HOLJLELOLW\�UHTXLUHPHQWV��HPSOR\HHV�RI�&HQWUDO���PD\�EH�HOLJLEOH� 
WR�SDUWLFLSDWH�LQ�RQH�RI�WKH�IROORZLQJ�GHƂQHG�EHQHƂW�RSWLRQV��

 � 7KH�GHƂQHG�EHQHƂW�RSWLRQ�XQGHU�WKH�%�&��&UHGLW�8QLRQ�(PSOR\HHVŒ�
3HQVLRQ�3ODQ��ZKLFK�LV�D�PXOWL�HPSOR\HU�SODQ�DGPLQLVWHUHG�E\� 
&HQWUDO����DQG

 � 7KH�VLQJOH�HPSOR\HU�GHƂQHG�EHQHƂW�RSWLRQ�DGPLQLVWHUHG�E\� 
&HQWUDO���IRU�FHUWDLQ�2QWDULR�EDVHG�HPSOR\HHV�

7KH�GHƂQHG�EHQHƂW�SHQVLRQ�RSWLRQV�DUH�FRQWULEXWRU\�DQG�SURYLGH�SHQVLRQ�
EHQHƂWV�EDVHG�RQ�WKH�HPSOR\HHŒV�\HDUV�RI�VHUYLFH�DQG�DYHUDJH�HDUQLQJV� 
IRU�D�OLPLWHG�SHULRG�SULRU�WR�UHWLUHPHQW��$Q�DFWXDULDO�YDOXDWLRQ�LV�SHUIRUPHG�
SHULRGLFDOO\�WR�GHWHUPLQH�WKH�SUHVHQW�YDOXH�RI�DFFUXHG�SHQVLRQ�EHQHƂWV� 
DQG�UHFRPPHQGHG�SODQ�FRQWULEXWLRQV��EDVHG�RQ�SURMHFWLRQV�RI�WKH�HPSOR\HHVŒ�
DYHUDJH�FRPSHQVDWLRQ�OHYHOV�DW�UHWLUHPHQW��3HQVLRQ�IXQG�DVVHWV�DUH�YDOXHG� 
DW�PDUNHW�YDOXH�

$V�DW�'HFHPEHU�����������WKH�PXOWL�HPSOR\HU�SODQ�DFWXDU\�UHSRUWHG�WKDW� 
WKH�SODQ�KDG�D�VKRUWIDOO�RI�SODQ�DVVHWV�RYHU�DFWXDULDO�OLDELOLWLHV�IRU�DFFUXHG�
SHQVLRQ�EHQHƂWV�RI�������PLOOLRQ��7KH�SODQ�DFWXDU\�IXUWKHU�UHSRUWHG�WKDW�� 
DV�DW�'HFHPEHU�����������WKH�VROYHQF\�YDOXDWLRQ�LQGLFDWHG�WKDW�WKHUH�ZDV� 
D�VKRUWIDOO�RI�DFFUXHG�DVVHWV�RYHU�DFFUXHG�OLDELOLWLHV�RI�������PLOOLRQ��7KH� 
PXOWL�HPSOR\HU�SODQ�LV�DYDLODEOH�WR�TXDOLI\LQJ�HPSOR\HHV�RI�SDUWLFLSDWLQJ� 
FUHGLW�XQLRQV��$V�WKH�DVVHWV�DQG�OLDELOLWLHV�RI�WKH�SODQ�DUH�QRW�WUDFNHG�E\�
HPSOR\HU�JURXS��LW�LV�QRW�SRVVLEOH�WR�GHWHUPLQH�WKH�SRUWLRQ�RI�WKH�GHƂFLW� 
ZKLFK�UHODWHG�WR�&HQWUDO���

(IIHFWLYH�-DQXDU\���������FKDQJHV�ZHUH�PDGH�WR�WKH�SODQŒV�SURYLVLRQV�WR� 
DGGUHVV�WKLV�VKRUWIDOO�LQFOXGLQJ�LQFUHDVLQJ�HPSOR\HH�FRQWULEXWLRQV�DQG�
LQFUHDVLQJ�WKH�QRUPDO�UHWLUHPHQW�GDWH�IURP�DJH����WR�DJH�����$Q�DFWXDULDO�
UHYLHZ��ZKLFK�ZRXOG�EH�HIIHFWLYH�DV�DW�'HFHPEHU�����������LV�H[SHFWHG� 
WR�EH�FRPSOHWHG�GXULQJ������

$V�DW�'HFHPEHU�����������WKH�VLQJOH�HPSOR\HU�SODQ�DFWXDU\�UHSRUWHG�WKDW� 
WKH�SODQ�KDG�DQ�H[FHVV�RI�SODQ�DVVHWV�RYHU�DFWXDULDO�OLDELOLWLHV�IRU�DFFUXHG�
SHQVLRQ�EHQHƂWV�RI������WKRXVDQG��7KH�SODQ�DFWXDU\�IXUWKHU�UHSRUWHG�WKDW��
DV�DW�'HFHPEHU�����������WKH�VROYHQF\�YDOXDWLRQ�LQGLFDWHG�WKDW�WKHUH�ZDV�
D�VKRUWIDOO�RI�DFFUXHG�DVVHWV�RYHU�DFFUXHG�OLDELOLWLHV�RI������WKRXVDQG��$Q�
DFWXDULDO�UHYLHZ��ZKLFK�ZRXOG�EH�HIIHFWLYH�DV�DW�'HFHPEHU�����������LV�
H[SHFWHG�WR�EH�FRPSOHWHG�GXULQJ������
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'HWDLOV�RI�WKH�VLQJOH�HPSOR\HU�GHƂQHG�EHQHƂW�SODQ��DV�GHWHUPLQHG�E\�WKH�SODQ�DFWXDU\�DV�DW�\HDU�HQG�IRU�WKH�SDVW�\HDUV��DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

5HFRJQL]HG�OLDELOLW\��DVVHW��IRU�GHƂQHG�EHQHƂW�REOLJDWLRQV
3UHVHQW�YDOXH�RI�REOLJDWLRQ $ 12,384 $ 10,381

)DLU�YDOXH�RI�SODQ�DVVHWV 11,904 ������
5HFRJQL]HG�OLDELOLW\��DVVHW� $ 480 $ �����

0RYHPHQW�LQ�SUHVHQW�YDOXH�RI�GHƂQHG�EHQHƂW�REOLJDWLRQ
/LDELOLW\�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQ��EHJLQQLQJ�RI�\HDU $ 10,381 $ 9,203

Current service costs 301 313

,QWHUHVW�H[SHQVH 531 ���
(PSOR\HHVŒ�FRQWULEXWLRQV 143 ���
%HQHƂWV�SDLG (423) �����
$FWXDULDO��JDLQ��ORVV 1,451 ���
/LDELOLW\�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQ��HQG�RI�\HDU $ 12,384 $ 10,381

Movement in plan assets 
3ODQ�DVVHWV��EHJLQQLQJ�RI�\HDU $ 10,577 $ ������
&RQWULEXWLRQV�SDLG�WR�WKH�SODQ 536 ���
([SHFWHG�UHWXUQ�RQ�SODQ�DVVHWV 665 ���
%HQHƂWV�SDLG (423) �����
$FWXDULDO�JDLQ��ORVV� 549 �����
3ODQ�DVVHWV��HQG�RI�\HDU $ 11,904 $ ������

([SHQVH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV
Current service costs $ 301 $ 313

,QWHUHVW�RQ�REOLJDWLRQ 531 ���
([SHFWHG�UHWXUQ�RQ�SODQ�DVVHWV (665) �����

$ 167 $ ���

(Thousands of dollars) December 31, 2012 December 31, 2011

Amounts recognized in OCI
$FWXDULDO��JDLQ��ORVV�RQ�REOLJDWLRQ $ 1,451 $ ���
$FWXDULDO��JDLQ��ORVV�RQ�SODQ�DVVHWV (549) 414

$ 902 $ 1,171
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$FWXDULDO�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�'HƂQHG�EHQHƂW�H[SHQVH� 
� :HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�RQ�EHQHƂW�REOLJDWLRQ� ������ ����� 

� :HLJKWHG�DYHUDJH�VDODU\�HVFDODWLRQ� ������ ����� 

� ([SHFWHG�UHWXUQ�RQ�SODQ�DVVHWV� ������ �����

$FWXDULDO�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�$FFXPXODWHG�EHQHƂW�REOLJDWLRQ� 
� :HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�RQ�EHQHƂW�REOLJDWLRQ� ������ ����� 

� :HLJKWHG�DYHUDJH�VDODU\�HVFDODWLRQ� ������ ����� 

� ([SHFWHG�UHWXUQ�RQ�SODQ�DVVHWV� ������ �����

Sensitivity of assumptions
.H\�HFRQRPLF�DVVXPSWLRQV�XVHG�LQ�PHDVXULQJ�WKH�DFFXPXODWHG�EHQHƂW�REOLJDWLRQV�DQG�UHODWHG�H[SHQVHV�IRU�WKH�GHƂQHG�EHQHƂW�RSWLRQ�DUH�RXWOLQHG�LQ�WKH� 
WDEOH�EHORZ��7KH�VHQVLWLYLW\�DQDO\VLV�SURYLGHG�LV�K\SRWKHWLFDO�DV�FKDQJHV�LQ�DVVXPSWLRQV�PD\�QRW�EH�OLQHDU�DQG�WKH�VHQVLWLYLWLHV�LQ�HDFK�NH\�YDULDEOH�KDYH�EHHQ�
FDOFXODWHG�LQGHSHQGHQWO\�RI�WKH�RWKHU�NH\�YDULDEOHV�

(Thousands of dollars)
$FFXPXODWHG�%HQHƂW�

Obligation
2012 Expense

Assumed discount rate

Impact of 1% increase $ (1,558) $ (53)
Impact of 1% decrease $ 1,783 $ 50
([SHFWHG�UDWH�RI�UHWXUQ�RQ�SODQ�DVVHWV

Impact of 1% increase $ – $ (107)
Impact of 1% decrease $ – $ 106
:HLJKWHG�DYHUDJH�VDODU\�HVFDODWLRQ

Impact of 1% increase $ 724 $ 104
Impact of 1% decrease $ (625) $ (88)

Money Purchase Options
6XEMHFW�WR�HOLJLELOLW\�UHTXLUHPHQWV��HPSOR\HHV�RI�&HQWUDO���PD\�EH�HOLJLEOH�WR�SDUWLFLSDWH�LQ�RQH�RI�WKH�IROORZLQJ�PRQH\�SXUFKDVH�RSWLRQV��

 � 7KH�PRQH\�SXUFKDVH�RSWLRQ�XQGHU�WKH�%�&��&UHGLW�8QLRQ�(PSOR\HHVŒ�3HQVLRQ�3ODQ��ZKLFK�LV�D�PXOWL�HPSOR\HU�SODQ�DGPLQLVWHUHG�E\�&HQWUDO���

 � 7KH�PRQH\�SXUFKDVH�RSWLRQ�DGPLQLVWHUHG�E\�&HQWUDO����DQG

 � 7KH�JURXS�UHJLVWHUHG�UHWLUHPHQW�VDYLQJV�SODQ�XQGHU�WKH�%�&��&HQWUDO���5HWLUHPHQW�6DYLQJV�3ODQ��JURXS�5563���ZKLFK�LV�DGPLQLVWHUHG�E\�&HQWUDO���

0RQH\�SXUFKDVH�SODQ�FRQWULEXWLRQV�DQG�JURXS�5563�H[SHQVH�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�SURƂW�ZDV�$1,443�WKRXVDQG����������������WKRXVDQG��
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5HWLUHH�1RQ�3HQVLRQ�%HQHƂWV
,Q�DGGLWLRQ�WR�WKH�EDVH�UHWLUHPHQW�SODQV��&HQWUDO���SURYLGHV�SRVW�UHWLUHPHQW�EHQHƂWV�FRQVLVWLQJ�RI�H[WHQGHG�KHDOWK��0HGLFDO�6HUYLFHV�3ODQ��GHQWDO�DQG� 
OLIH�LQVXUDQFH�SUHPLXPV�WR�HPSOR\HHV�WKDW�TXDOLI\�

'HWDLOV�RI�WKH�XQIXQGHG�QRQ�SHQVLRQ�UHWLUHPHQW�EHQHƂW�SURJUDP��DV�GHWHUPLQHG�E\�WKH�SURJUDP�DFWXDU\�DV�DW�\HDU�HQG�IRU�HDFK�\HDU�RI�WKH�SDVW�WZR�\HDUV�� 
DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

5HFRJQL]HG�OLDELOLW\��DVVHW��IRU�GHƂQHG�EHQHƂW�REOLJDWLRQV
3UHVHQW�YDOXH�RI�REOLJDWLRQ $ 15,555 $ ������
5HFRJQL]HG�OLDELOLW\��DVVHW� $ 15,555 $ ������

0RYHPHQW�LQ�SUHVHQW�YDOXH�RI�GHƂQHG�EHQHƂW�REOLJDWLRQ
/LDELOLW\�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQ��EHJLQQLQJ�RI�\HDU $ 15,710 $ ������
Current service costs 308 ���
,QWHUHVW�H[SHQVH 548 742

%HQHƂWV�SDLG (284) �����
$FWXDULDO��JDLQ��ORVV (727) �����
/LDELOLW\�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQ��HQG�RI�\HDU $ 15,555 $ ������

([SHQVH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV
Current service costs $ 308 $ ���
,QWHUHVW�RQ�REOLJDWLRQ 548 742

$ 856 $ 1,313

Amounts recognized in OCI
$FWXDULDO��JDLQ��ORVV�RQ�REOLJDWLRQ $ (727) $ �����

$ (727) $ �����

$FWXDULDO�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�5HWLUHH�1RQ�3HQVLRQ�%HQHƂWV�H[SHQVH� 
� :HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�RQ�EHQHƂW�REOLJDWLRQ� ������ �����

$FWXDULDO�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�$FFXPXODWHG�EHQHƂW�REOLJDWLRQ� 
� :HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�RQ�EHQHƂW�REOLJDWLRQ� ������ ����� 

 

+HDOWK�FDUH�FRVW�WUHQG�DVVXPSWLRQV� 
� +HDOWK�FDUH�FRVW�WUHQG�UDWH�DVVXPHG�IRU�QH[W�\HDU� ������ ����� 

� 5DWH�WR�ZKLFK�WKH�FRVW�WUHQG�UDWH�LV�DVVXPHG�WR�GHFOLQH� ������ ����� 

� <HDU�WKDW�WKH�UDWH�UHDFKHV�WKH�XOWLPDWH�WUHQG�UDWH� ����� ����
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Sensitivity of assumptions
.H\�HFRQRPLF�DVVXPSWLRQV�XVHG�LQ�PHDVXULQJ�WKH�DFFXPXODWHG�EHQHƂW�REOLJDWLRQV�DQG�UHODWHG�H[SHQVHV�IRU�QRQ�SHQVLRQ�UHWLUHH�EHQHƂWV�DUH�RXWOLQHG�LQ�WKH�WDEOH�
EHORZ��7KH�VHQVLWLYLW\�DQDO\VLV�SURYLGHG�LV�K\SRWKHWLFDO�DV�FKDQJHV�LQ�DVVXPSWLRQV�PD\�QRW�EH�OLQHDU�DQG�WKH�VHQVLWLYLWLHV�LQ�HDFK�NH\�YDULDEOH�KDYH�EHHQ�FDOFXODWHG�
LQGHSHQGHQWO\�RI�WKH�RWKHU�NH\�YDULDEOHV�

(Thousands of dollars)
$FFXPXODWHG�%HQHƂW�

Obligation
2012 Expense

Assumed discount rate

Impact of 1% increase $ (1,794)
Impact of 1% decrease $ 2,250
$VVXPHG�RYHUDOO�KHDOWK�FDUH�FRVW�WUHQG�UDWH

Impact of 1% increase $ 1,935 $ 12
Impact of 1% decrease $ (1,571) $ (9)

Supplemental Pension Plan
&HQWUDO���DOVR�RIIHUV�VXSSOHPHQWDO�SHQVLRQ�UHWLUHPHQW�EHQHƂWV�WR�HPSOR\HHV�ZKR�TXDOLI\�

'HWDLOV�RI�WKH�XQIXQGHG�6XSSOHPHQWDO�3HQVLRQ�3ODQ��DV�GHWHUPLQHG�E\�WKH�SODQ�DFWXDU\�DV�DW�\HDU�HQG�IRU�HDFK�\HDU�RI�WKH�SDVW�WZR�\HDUV��DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

5HFRJQL]HG�OLDELOLW\��DVVHW��IRU�GHƂQHG�EHQHƂW�REOLJDWLRQV
3UHVHQW�YDOXH�RI�REOLJDWLRQ $ 5,919 $ 4,998

)DLU�YDOXH�RI�SODQ�DVVHWV (40) ŏ
5HFRJQL]HG�OLDELOLW\ $ 5,879 $ 4,998

0RYHPHQW�LQ�SUHVHQW�YDOXH�RI�GHƂQHG�EHQHƂW�REOLJDWLRQ
/LDELOLW\�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQ��EHJLQQLQJ�RI�\HDU $ 4,998 $ 3,824

Current service costs 142 ���
,QWHUHVW�H[SHQVH 251 ���
%HQHƂWV�SDLG (301) �����
$FWXDULDO�ORVVHV 789 ���
/LDELOLW\�IRU�GHƂQHG�EHQHƂW�REOLJDWLRQ��HQG�RI�\HDU $ 5,879 $ 4,998

([SHQVH�UHFRJQL]HG�LQ�SURƂW�RU�ORVV
Current service costs $ 142 $ ���
,QWHUHVW�RQ�REOLJDWLRQ 251 ���

$ 393 $ 384

Amounts recognized in OCI
$FWXDULDO�ORVV�RQ�REOLJDWLRQ $ 789 $ ���

$ 789 $ ���
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$FWXDULDO�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�6XSSOHPHQWDO�3HQVLRQ�3ODQ�([SHQVH� 
� :HLJKWHG�DYHUDJH�VDODU\�HVFDODWLRQ� ������ ����� 

� :HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�RQ�EHQHƂW�REOLJDWLRQ� ������ �����

$FWXDULDO�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�$FFXPXODWHG�EHQHƂW�REOLJDWLRQ� 
� :HLJKWHG�DYHUDJH�VDODU\�HVFDODWLRQ� ������ ����� 

� :HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�RQ�EHQHƂW�REOLJDWLRQ� ������ �����

(Thousands of dollars) $FFXPXODWHG�%HQHƂW�2EOLJDWLRQ

Assumed discount rate

Impact of 1% increase $ (625)
Impact of 1% decrease $ 762

31. Other administrative expenses

(Thousands of dollars) December 31, 2012 December 31, 2011

&RVWV�RI�VDOHV�DQG�VHUYLFHV $ 9,255 $ 10,082

Cost of payments processing 12,285 ������
,QVXUDQFH�FODLPV�DQG�SUHPLXPV 4,290 �����
$XWRPRELOH�DQG�WUDYHO 1,530 �����
3URMHFWV�DQG�EXVLQHVV�GHYHORSPHQW 4,468 �����
3URIHVVLRQDO�VHUYLFHV 4,621 �����
'LUHFWRUV�DQG�RIƂFHUV 1,152 �����
0HPEHUVKLS�IHHV� 4,831 4,370

Other 673 �����
$ 43,105 $ ������

32. Provision for income taxes
,QFRPH�WD[HV�UHSRUWHG�LQ�WKH�FRQVROLGDWHG�ƂQDQFLDO�VWDWHPHQWV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

3URYLVLRQ�IRU�LQFRPH�WD[HV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�SURƂW $ 11,533 $ �����
,QFRPH�WD[�EHQHƂW�UHODWHG�WR�GLYLGHQGV�DFFUXHG�DQG�VKDUH�UHGHPSWLRQV (1,674) �������
7RWDO $ 9,859 $ 1,213
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&RPSRQHQWV�RI�LQFRPH�WD[HV�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�SURƂW�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

&XUUHQW�LQFRPH�WD[HV $ 9,567 $ �����
'HIHUUHG�LQFRPH�WD[HV� 1,966 �������
7RWDO $ 11,533 $ �����

)RU�WKH�SHULRG�HQGHG�'HFHPEHU�����������&HQWUDO��ŒV�LQFRPH�WD[�UHSRUWHG�LQ�QHW�SURƂW�ZDV�EDVHG�RQ�WKH�IHGHUDO�DQG�SURYLQFLDO�VWDWXWRU\�UDWHV�DV�IROORZV�

December 31, 2012 December 31, 2011

% %

&RPELQHG�IHGHUDO�DQG�SURYLQFLDO�VWDWXWRU\�LQFRPH�WD[�UDWHV 30.5 ����
5HGXFWLRQ�DYDLODEOH�WR�FUHGLW�XQLRQV (17.0) ������
Other (0.1) 0.4

7RWDO 13.4 13.9

33. Guarantees, commitments and contingencies
&HQWUDO���LV�D�*URXS�&OHDUHU�XQGHU�WKH�UXOHV�RI�WKH�&DQDGLDQ�3D\PHQWV�$VVRFLDWLRQ��&3$��DQG�DFWV�DV�WKH�FUHGLW�XQLRQ�V\VWHPVŒ�ƂQDQFLDO�LQVWLWXWLRQ�FRQQHFWLRQ� 
WR�WKH�&DQDGLDQ�SD\PHQWV�V\VWHP��3XUVXDQW�WR�D�MRLQW�YHQWXUH�DJUHHPHQW��&HQWUDO���SURYLGHV�SD\PHQW�VHUYLFHV�WR�WKH�FUHGLW�XQLRQ�FHQWUDOV�RI�$OEHUWD��0DQLWRED�� 
DQG�6DVNDWFKHZDQ��WKH�3UDLULH�&HQWUDOV���&HQWUDO���JXDUDQWHHV�SD\PHQW�RI�SD\PHQW�LWHPV�GUDZQ�RQ�RU�SD\DEOH�E\�WKH�3UDLULH�&HQWUDOV�DQG�WKHLU�PHPEHU�FUHGLW�
XQLRQV��(DFK�RI�WKH�3UDLULH�&HQWUDOV�LQ�UHWXUQ�SURYLGHV�&HQWUDO���ZLWK�D�JXDUDQWHH�IRU�WKRVH�SD\PHQWV�

&HQWUDO���LV�H[SRVHG�WR�ULVN�DV�D�SDUW\�WR�RII�EDODQFH�VKHHW�ƂQDQFLDO�LQVWUXPHQWV��7KHVH�LQVWUXPHQWV�LQFOXGH�JXDUDQWHHV�VXFK�DV�VWDQGE\�OHWWHUV�RI�FUHGLW�DV�ZHOO�DV�
commitments to accept deposits at agreed rates and terms.

(Contractual amounts in thousands of dollars) December 31, 2012 December 31, 2011

6WDQGE\�OHWWHUV�RI�FUHGLW $ 216,353 $ 183,434

&RPPLWPHQWV�WR�H[WHQG�FUHGLW $ 3,272,393 $ ���������

&HQWUDO���LV�LQYROYHG�LQ�OHJDO�DFWLRQV�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��LQ�ZKLFK�WKH�OLNHOLKRRG�RI�D�ORVV�DQG�DPRXQW�RI�ORVV��LI�DQ\��LV�QRW�UHDGLO\�GHWHUPLQDEOH�
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34. Commitments under leasing agreements

Finance leases
)LQDQFH�OHDVHV�UHODWH�WR�FRPSXWHU�HTXLSPHQW�ZLWK�OHDVH�WHUPV�RI����WR����PRQWKV��&HQWUDO���KDV�RSWLRQV�WR�SXUFKDVH�WKH�HTXLSPHQW�IRU�D�QRPLQDO�DPRXQW�XSRQ�
FRPSOHWLRQ�RI�DQ�RSWLRQDO����WR����PRQWK�OHDVH�H[WHQVLRQ��&HQWUDO���KDV�WKH�ULJKW�WR�UHWXUQ�OHDVHG�DVVHWV�DW�WKH�FRQFOXVLRQ�RI�WKH�OHDVH�WHUP�RU�FRQWLQXH�WR�UHQW�
WKHP�DW�WKH�VDPH�PRQWKO\�UDWH�RQ�D�PRQWK�WR�PRQWK�EDVLV��&HQWUDO��ŒV�REOLJDWLRQV�XQGHU�ƂQDQFH�OHDVHV�DUH�VHFXUHG�E\�WKH�OHVVRUŒV�WLWOH�WR�WKH�OHDVHG�DVVHWV�

)XWXUH�OHDVH�SD\PHQWV�DUH�DV�IROORZV��

(Minimum Lease Payments in thousands of dollars) December 31, 2012 December 31, 2011

1RW�ODWHU�WKDQ�RQH�\HDU $ 516 $ 701

0RUH�WKDQ�RQH�\HDU�DQG�OHVV�WKDQ�WKUHH�\HDUV 276 ���
$                                792 $ 1,227

Operating leases
&HQWUDO���OHDVHV�RIƂFH�SUHPLVHV�LQ�WZR�ORFDWLRQV��)XWXUH�PLQLPXP�RSHUDWLQJ�OHDVH�FRPPLWPHQWV�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

1RW�ODWHU�WKDQ�RQH�\HDU $ 1,707 $ �����
0RUH�WKDQ�RQH�\HDU�DQG�OHVV�WKDQ�ƂYH�\HDUV 4,187 3,370

0RUH�WKDQ�ƂYH�\HDUV 1,893 474

$ 7,787 $ �����

7RWDO�OHDVH�SD\PHQWV�FKDUJHG�WR�SURƂW�IRU�WKH�\HDU�ZHUH�$1,499�WKRXVDQG��\HDU�HQGHG�'HFHPEHU�������������������WKRXVDQG���
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35. Financial instruments – Interest rate risk 
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�FDUU\LQJ�DPRXQWV�E\�WKH�HDUOLHU�RI�WKH�FRQWUDFWXDO�UHSULFLQJ�RU�PDWXULW\�GDWHV�IRU�WKH�IROORZLQJ�ƂQDQFLDO�LQVWUXPHQWV��

(Millions of dollars) Floating (1)

Within 
3 Months

3 Months 
to 1 Year

1 Year to 5 
Years

Over
5 Years

Not Rate
Sensitive Total

Assets
&DVK�DQG�FDVK�HTXLYDOHQWV $ 90.2 $ ŏ $ ŏ $ ŏ $ ŏ $ ŏ $ 90.2

'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV ŏ 100.8 3.8 ��� ŏ 0.1 �����
Derivative assets ŏ ŏ ŏ ŏ ŏ 34.0 34.0

Investment securities ŏ ����� ����� ������� 382.0 293.4 9,130.2

Reinvestment assets under the CMB and IMPP programs ŏ ����� 1,087.0 101.3 ŏ 7.8 �������
Loans ����� 1,444.9 99.1 ����� 18.4 3.4 �������
6HFXUHG�ORDQV�WR�PHPEHUV ŏ ���� ����� ����� ŏ ��� �����
Other assets ŏ 3.3 11.0 72.2 ŏ 442.1 �����
7RWDO 337.8 2,740.2 ������� ������� 400.4 ����� ��������

Liabilities
Deposits ����� 1,724.3 ������� 3,947.3 ŏ ���� �������
'HULYDWLYH�OLDELOLWLHV ŏ ŏ ŏ ŏ ŏ ����� �����
'HEW�VHFXULWLHV�LVVXHG ŏ 487.2 412.3 ����� ŏ 1.8 1,170.8

2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV ŏ ŏ ������� ����� ŏ ���� �������
6XERUGLQDWHG�OLDELOLWLHV ŏ 18.0 ŏ ����� ŏ 0.9 �����
6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV ŏ 201.3 ŏ ŏ ŏ 0.1 201.4

2WKHU�OLDELOLWLHV ŏ ŏ ŏ ŏ ŏ ����� �����
Equity ŏ ŏ ŏ ŏ ŏ ����� �����
Total ����� 2,430.8 ������� 4,978.1 ŏ ������� ��������
2Q�%DODQFH�6KHHW�*DS ������� 309.4 ��������� ������� 400.4 ������� ŏ
2II�%DODQFH�6KHHW�*DS $ ŏ $ ��������� $ ������� $ ������� $ ������� $ ŏ $ �����
7RWDO�*DS�ŏ�'HFHPEHU��������� $ ������� $ ������� $ ����� $ 2,087.8 $ ������ $ ������� $ �����
7RWDO�*DS�ŏ�'HFHPEHU��������� $ ������� $ ����� $ ������ $ 914.8 $ ������ $ ������� $ ŏ

����5HSUHVHQWV�WKRVH�LQVWUXPHQWV�ZKRVH�LQWHUHVW�UDWHV�FKDQJH�LPPHGLDWHO\�ZLWK�D�FKDQJH�LQ�DQ�XQGHUO\LQJ�LQWHUHVW�UDWH�EDVLV��$Q�H[DPSOH�ZRXOG�EH�SULPH�UDWH�ORDQV�
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36. Financial instruments – Foreign currency exposure
&HQWUDO���KDV�YDULRXV�ƂQDQFLDO�LQVWUXPHQWV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV��7KH�GHWDLOV�RI�&HQWUDO��ŒV�ƂQDQFLDO�LQVWUXPHQWV�ZKLFK�DUH�GHQRPLQDWHG�LQ�86�GROODUV� 
DUH�DV�IROORZV��

(Thousands of US dollars) December 31, 2012 December 31, 2011

Assets
Cash $ 15,045 $ 44,397

6HFXULWLHV 957,802 908,101

Loans 3,284 ���
Other 744 ���

976,875 �������

Liabilities
Deposits 893,749 �������
Other 65,152 ������

958,901 927,308

2Q�EDODQFH�VKHHW�H[SRVXUH 17,974 ������
2II�EDODQFH�VKHHW�H[SRVXUH (29,594) ��������

$ (11,620) $ �������

&HQWUDO���GRHV�QRW�KDYH�VLJQLILFDQW�H[SRVXUH�WR�RWKHU�IRUHLJQ�FXUUHQFLHV�
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37. Financial instruments – Fair value
7KH�IROORZLQJ�WDEOH�VHWV�RXW�WKH�IDLU�YDOXHV�RI�RQ�EDODQFH�VKHHW�DQG�GHULYDWLYH�LQVWUXPHQWV�RI�&HQWUDO���XVLQJ�WKH�YDOXDWLRQ�PHWKRGV�DQG�DVVXPSWLRQV�GHVFULEHG� 
LQ�1RWH����)DLU�YDOXHV�KDYH�QRW�EHHQ�DWWULEXWHG�WR�DVVHWV�DQG�OLDELOLWLHV�WKDW�DUH�QRW�FRQVLGHUHG�ƂQDQFLDO�LQVWUXPHQWV��VXFK�DV�FDSLWDO�DVVHWV��

Fair Value Carrying Value Unrealized Gain (Loss)

(Millions of dollars)
December 31, 

2012
December 31,  

2011
December 31, 

2012
December 31, 

2011
December 31, 

2012
December 31, 

2011

Assets
&DVK�DQG�FDVK�HTXLYDOHQWV $ 90.24 $ 100.79 $ 90.24 $ 100.79 $ – $ ŏ
'HSRVLWV�ZLWK�UHJXODWHG�ƂQDQFLDO�LQVWLWXWLRQV 106.30 ���� 106.28 ���� 0.02 0.12

Investment securities 9,130.10 7,939.07 9,130.10 7,939.22 – ������
Reinvestment assets under the CMB and IMPP programs 1,652.24 �������� 1,652.24 �������� – ŏ
Derivative assets 34.02 41.34 34.02 41.34 – ŏ
Loans 2,053.31 �������� 2,052.00 2,482.40 1.31 2.83

6HFXUHG�ORDQV�WR�PHPEHUV 561.51 �������� 561.51 �������� – ŏ
Other assets 368.18 ������ 367.93 ������ 0.25 0.18

Liabilities
Deposits designated as trading 2,286.07 2,034.22 2,286.07 2,034.22 – ŏ
'HULYDWLYH�OLDELOLWLHV 216.04 211.97 216.04 211.97 – ŏ
'HEW�VHFXULWLHV�LVVXHG 1,173.28 379.03 1,170.80 ������ (2.48) ������
Deposits 6,599.20 �������� 6,564.34 �������� (34.86) �������
2EOLJDWLRQV�XQGHU�WKH�&0%�DQG�,033�SURJUDPV 2,260.00 �������� 2,260.00 �������� – ŏ
6XERUGLQDWHG�OLDELOLWLHV 171.25 171.80 168.86 ������ (2.39) ������
6HFXULWLHV�XQGHU�UHSXUFKDVH�DJUHHPHQWV 201.43 ����� 201.43 ����� – ŏ
2WKHU�OLDELOLWLHV 417.99 ������ 417.99 ������ – ŏ

Total $ (38.15) $ �������
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38.  Nature and extent of risks arising from  
ƂQDQFLDO�LQVWUXPHQWV

7KH�QDWXUH�RI�&HQWUDO��ŒV�KROGLQJV�RI�ƂQDQFLDO�LQVWUXPHQWV�H[SRVHV�&HQWUDO��� 
WR�FUHGLW��OLTXLGLW\�DQG�PDUNHW�ULVN��

Credit Risk
&UHGLW�ULVN�LV�WKH�ULVN�RI�ORVV�UHVXOWLQJ�IURP�WKH�IDLOXUH�RI�D�ERUURZHU�RU�
FRXQWHUSDUW\�WR�KRQRXU�LWV�ƂQDQFLDO�RU�FRQWUDFWXDO�REOLJDWLRQV��&UHGLW�ULVN�
DULVHV�LQ�&HQWUDO��ŒV�OHQGLQJ�RSHUDWLRQV��LQYHVWPHQW�DFWLYLWLHV��DQG�SD\PHQW�
DQG�VHWWOHPHQW�RSHUDWLRQV��&UHGLW�ULVN�DVVRFLDWHG�ZLWK�&HQWUDO��ŒV�ORDQV�WR�LWV�
PHPEHU�FUHGLW�XQLRQV�LV�PLQLPDO�EHFDXVH�WKHVH�ORDQV�DUH�IXOO\�VHFXUHG�DQG�
&HQWUDO���KDV�QR�SUHYLRXV�KLVWRU\�RI�ORVVHV�RQ�WKHVH�ORDQV��,QYROYHPHQW�LQ�
FRPPHUFLDO�OHQGLQJ�LV�SULPDULO\�UHVWULFWHG�WR�V\QGLFDWLRQV�LQ�UHVSRQVH�WR�WKH�
QHHGV�RI�ORFDO�PHPEHUV��&RPPHUFLDO�ORDQV�DUH�HYDOXDWHG�DQG�DGMXGLFDWHG� 
E\�D�&UHGLW�5LVN�0DQDJHPHQW�'HSDUWPHQW��XQGHU�WKH�GLUHFWLRQ�RI�WKH�
0DQDJHPHQW�&UHGLW�&RPPLWWHH��&HQWUDO���PDLQWDLQV�D�SURYLVLRQ�ZLWK�D�
GRFXPHQWHG�PHWKRGRORJ\�WR�FRYHU�IRU�DQ\�SRWHQWLDO�ORVVHV��&UHGLW�ULVN�RQ�
LQYHVWPHQWV�LV�FDUHIXOO\�PDQDJHG�E\�LPSRVLQJ�VWULFW�UHTXLUHPHQWV�RQ�WKH�FUHGLW�
TXDOLW\�RI�HDFK�LVVXHU�RI�VHFXULWLHV�DQG�RQ�GHULYDWLYH�FRXQWHUSDUWLHV��&UHGLW�ULVN� 
LQ�VHWWOHPHQW�RSHUDWLRQV�LV�PLWLJDWHG�E\�WKH�WDNLQJ�RI�VHFXULW\�RU�E\�HQVXULQJ�
WKDW�WKH�FRXQWHUSDUW\�LV�RI�KLJK�FUHGLW�TXDOLW\�

,Q�PDQDJLQJ�FUHGLW�ULVN�H[SRVXUH��&HQWUDO���DGKHUHV�WR�D�QXPEHU�RI�NH\�
SURFHGXUHV�LQFOXGLQJ�

 � $SSOLFDWLRQ�RI�VRXQG��VWULQJHQW�OHQGLQJ�DQG�RU�IXQGLQJ�FULWHULD�WR� 
DOO�DVVHWV�SULRU�WR�WKHLU�DFTXLVLWLRQ�

 � &UHGLW�UHYLHZV�E\�LQWHUQDO�PDQDJHPHQW�DQG��LI�UHTXLUHG�E\�SROLF\�� 
HLWKHU�D�%RDUG�DSSRLQWHG�FRPPLWWHH�RU�WKH�%RDUG��LWVHOI��EHIRUH� 
IXQGLQJ�LV�H[WHQGHG�

 � 2QFH�IXQGLQJ�LV�DSSURYHG��RQJRLQJ�FUHGLW�ULVN�HYDOXDWLRQ� 
DQG�DVVHVVPHQW�

 � 'LYHUVLƂFDWLRQ�RI�DVVHWV�WR�UHGXFH�FUHGLW�H[SRVXUH�WR�LVVXHU�DQG�LQGXVWU\�
FRQFHQWUDWLRQ��ZLWK�DOO�ORDQ�DQG�VHFXULWLHV�FUHGLWV�EHLQJ�VXEMHFW�WR�
LQGLYLGXDO�DQG�UHODWHG�JURXS�OLPLWV�

 � &RQWLQXRXV�UHYLHZ�RI�WKH�FULWHULD�XVHG�WR�HVWDEOLVK�FUHGLW�DSSURYDO��
DQG�WKH�LPPHGLDWH�UHGXFWLRQ�LQ�FUHGLW�OLPLW�DSSURYDO�LI�PDUNHW�RU�RWKHU�
FRQGLWLRQV�LQGLFDWH�WKDW�D�GHWHULRUDWLRQ�LQ�FUHGLW�TXDOLW\�KDV�RFFXUUHG� 
RU�LV�OLNHO\�WR�RFFXU��DQG

 � Appropriate pricing of approved credits to ensure that adequate 

compensation is received for the risk incurred.

6XPPDU\�LQIRUPDWLRQ�UHJDUGLQJ�&HQWUDO��ŒV�VHFXULWLHV�DQG�ORDQV�LV�LQFOXGHG� 
LQ�1RWHV�������DQG����RI�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�

Liquidity Risk
/LTXLGLW\�ULVN�LV�WKH�ULVN�RI�EHLQJ�XQDEOH�WR�REWDLQ�IXQGV�DW�D�UHDVRQDEOH�SULFH� 
RU�ZLWKLQ�D�UHDVRQDEOH�WLPH�SHULRG�WR�PHHW�REOLJDWLRQV�DV�WKH\�FRPH�GXH�� 
$V�PDQDJHU�RI�LWV�RZQ�OLTXLGLW\�DQG�OLTXLGLW\�IRU�LWV�PHPEHU�FUHGLW�XQLRQV��
&HQWUDO���LV�UHVSRQVLEOH�IRU�HQVXULQJ�WKDW�PDQDJHG�DVVHWV�DUH�DYDLODEOH�WR� 
PHHW�LWV�RZQ�QHHGV��WRJHWKHU�ZLWK�WKRVH�RI�LWV�PHPEHU�FUHGLW�XQLRQV�

&HQWUDO���LV�DOVR�D�SDUW\�WR�DQ�,QWHU�&HQWUDO�OLTXLGLW\�VXSSRUW�VWUXFWXUH� 
�,QWHU�&HQWUDO�/LTXLGLW\�$JUHHPHQW��JRYHUQHG�E\�D�FRQWUDFWXDO�DJUHHPHQW�
EHWZHHQ�&HQWUDO���DQG�WKH�SURYLQFLDO�&HQWUDOV�RI�$OEHUWD��0DQLWRED�DQG�
6DVNDWFKHZDQ��FROOHFWLYHO\�WKH�3UDLULH�&HQWUDOV��GHVLJQHG�WR�DOORZ�WZR�RI� 
WKH�SURYLQFLDO�&HQWUDOV�WR�DFFHVV�D�OLTXLGLW\�IXQG�DW�WKH�VDPH�WLPH�LQ�WKH� 
HYHQW�RI�D�ORFDOL]HG�GLVUXSWLRQ��

3URYLQFLDO�UHJXODWLRQV�UHTXLUH�WKDW�%ULWLVK�&ROXPELD�FUHGLW�XQLRQV�PDLQWDLQ� 
��SHUFHQW�RI�WKHLU�DJJUHJDWH�GHEW�DV�GHSRVLWV�ZLWK�&HQWUDO����ZLWK�H[FHSWLRQ� 
IRU�FUHGLW�XQLRQV�ZKRVH�DJJUHJDWH�GHSRVLW�DQG�RWKHU�OLDELOLWLHV�H[FHHGV� 
����SHUFHQW�RI�WKH�DVVHWV�RI�WKH�%�&��FUHGLW�XQLRQ�V\VWHP��ZKLFK�DUH�UHTXLUHG�
PDLQWDLQ�GHSRVLWV�ZLWK�&HQWUDO���HTXDO�WR�����SHUFHQW�RI�%�&��FUHGLW�XQLRQ�
system assets.
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3URYLQFLDO�UHJXODWLRQV�UHTXLUH�WKDW�2QWDULR�&ODVV���PHPEHU�FUHGLW�XQLRQV�
PDLQWDLQ�DW�OHDVW���SHUFHQW�RI�WKHLU�WRWDO�GHSRVLWV�DQG�ERUURZLQJV�DQG�&ODVV�
��PHPEHU�FUHGLW�XQLRQV�VKDOO�HVWDEOLVK�DQG�PDLQWDLQ�SUXGHQW�OHYHOV�DQG�
IRUPV�RI�OLTXLGLW\�WKDW�PHHW�DOO�REOLJDWLRQV�DV�WKH\�FRPH�GXH��$V�D�FRQGLWLRQ�
RI�PHPEHUVKLS��2QWDULR�FUHGLW�XQLRQV�DUH�UHTXLUHG�WR�HQWHU�LQWR�D�/LTXLGLW\�
$JUHHPHQW�ZLWK�&HQWUDO����8QGHU�WKH�WHUPV�RI�WKRVH�DJUHHPHQWV��&HQWUDO��ŒV�
PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR�PXVW�PDLQWDLQ�GHSRVLWV�ZLWK�&HQWUDO���HTXDO�
WR�WKH�JUHDWHU�RI�WKDW�UHTXLUHG�E\�2QWDULR�SURYLQFLDO�UHJXODWLRQV�OHVV�FDVK�RQ�
KDQG��DQG���SHUFHQW�RI�DVVHWV�

&HQWUDO��ŒV�OLTXLGLW\�PDQDJHPHQW�IUDPHZRUN�LV�GHVLJQHG�WR�HQVXUH�WKDW�UHOLDEOH�
DQG�FRVW�HIIHFWLYH�VRXUFHV�DUH�DYDLODEOH�WR�VDWLVI\�FXUUHQW�DQG�SURVSHFWLYH�
FRPPLWPHQWV�RI�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV��DV�ZHOO�DV�&HQWUDO��ŒV�
REOLJDWLRQV�XQGHU�WKH�,QWHU�&HQWUDO�/LTXLGLW\�$JUHHPHQW��,&/$���7KH�SULPDU\�
FRPSRQHQWV�RI�WKLV�IUDPHZRUN�DUH�WKH�PDLQWHQDQFH�RI�D�ODUJH�GHGLFDWHG�SRRO�
RI�PDUNHWDEOH�VHFXULWLHV�WKDW�FDQ�UHDGLO\�EH�FRQYHUWHG�WR�FDVK��RQJRLQJ�DFFHVV�
WR�GLYHUVLƂHG�VRXUFHV�RI�ZKROHVDOH�IXQGLQJ�DQG�SDUWLFLSDWLRQ�LQ�WKH�,&/$�

'LYHUVLƂFDWLRQ��ZKLFK�SURYLGHV�ƃH[LELOLW\��PLQLPL]HV�FRQFHQWUDWLRQ�ULVN�DQG�
JHQHUDOO\�ORZHUV�WKH�FRVW�RI�IXQGV��LV�D�FUXFLDO�FRPSRQHQW�RI�&HQWUDO��ŒV�RYHUDOO�
OLTXLGLW\�PDQDJHPHQW�VWUDWHJ\��&HQWUDO��ŒV�SULPDU\�IXQGLQJ�VRXUFH�LV�GHSRVLWV�
IURP�FUHGLW�XQLRQV��WKH�PDMRULW\�RI�ZKLFK�DUH�UHTXLUHG�E\�UHJXODWLRQ�

&HQWUDO���FRPSHWHV�IRU�FUHGLW�XQLRQ�H[FHVV�OLTXLGLW\�DQG��KLVWRULFDOO\��KROGV�PRVW�
RI�WKLV�OLTXLGLW\�RQ�EHKDOI�RI�LWV�PHPEHU�FUHGLW�XQLRQV��6XSSOHPHQWDU\�WR�WKLV�
FRUH�GHSRVLW�EDVH�DUH�&HQWUDO��ŒV�FRPPHUFLDO�SDSHU�DQG�PHGLXP�WHUP�QRWH�
SURJUDPV�DQG�OLQHV�RI�FUHGLW�ZLWK�RWKHU�ƂQDQFLDO�LQVWLWXWLRQV��GHWDLOV�RI�ZKLFK�
DUH�SURYLGHG�LQ�1RWH�����&HQWUDO��ŒV�PHPEHUV�DOVR�XVH�DVVHW�VHFXULWL]DWLRQ�
SURJUDPV�DV�DQ�DOWHUQDWLYH�VRXUFH�RI�IXQGLQJ�DQG�IRU�OLTXLGLW\�DQG�DVVHW�OLDELOLW\�
management purposes.

&HQWUDO��ŒV�DELOLW\�WR�DFFHVV�XQVHFXUHG�IXQGLQJ�IURP�FDSLWDO�PDUNHWV�DQG�WKH�
FRVW�RI�VXFK�IXQGV�SULPDULO\�GHSHQGV�RQ�LWV�RQJRLQJ�PDLQWHQDQFH�RI�DFFHSWDEOH�
FUHGLW�UDWLQJV��7KLV��LQ�WXUQ��LV�ODUJHO\�GHWHUPLQHG�E\�WKH�TXDOLW\�RI�&HQWUDO��ŒV�
DQG�LWV�PHPEHU�FUHGLW�XQLRQVŒ�HDUQLQJV��

&HQWUDO���FRQVWDQWO\�PRQLWRUV�DQG�DVVHVVHV�WKH�OLTXLGLW\�UHTXLUHPHQWV�RI�LWV�
PHPEHUV�LQ�OLJKW�RI�FXUUHQW�DQG�IRUHFDVW�HFRQRPLF�FRQGLWLRQV��7KLV�DOORZV�
&HQWUDO���WR�LGHQWLI\�SRWHQWLDO�OLTXLGLW\�LPEDODQFHV�DQG�WR�WDNH�FRUUHFWLYH�DFWLRQ�
WKURXJK�LWV�OLTXLGLW\�PDQDJHPHQW�IUDPHZRUN�

&HQWUDO���KDV�LPSRVHG�OLPLWV�RQ�SURMHFWHG�QHW�IXQG�RXWƃRZV�IRU�VSHFLƂHG�VKRUW�
WHUP�SHULRGV�DQG�RQ�WKH�PLQLPXP�GHJUHH�RI�OLTXLGLW\�LQKHUHQW�LQ�LWV�SRRO�RI�
PDUNHWDEOH�VHFXULWLHV��&HQWUDO���DOVR�KDV�PLQLPXP�IXQGLQJ�FRYHUDJH�UDWLRV�RQ�
WKH�OLQHV�RI�FUHGLW�JUDQWHG�WR�LWV�PHPEHUV�

7KH�FRQWUDFWXDO�PDWXULW\�RI�&HQWUDO��ŒV�QRQ�WUDGLQJ�QRWHV�DQG�GHSRVLWV�LV�
LQFOXGHG�LQ�1RWHV����DQG����RI�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�

Market Risk
0DUNHW�ULVN�UHIHUV�WR�WKH�ULVN�RI�ORVV�UHVXOWLQJ�IURP�FKDQJHV�LQ�LQWHUHVW�UDWHV��
IRUHLJQ�H[FKDQJH�UDWHV��DQG�FUHGLW�VSUHDGV�DV�ZHOO�DV�WKH�ULVN�RI�FUHGLW�PLJUDWLRQ�
DQG�GHIDXOW��7KH�OHYHO�RI�PDUNHW�ULVN�WR�ZKLFK�&HQWUDO���LV�H[SRVHG�YDULHV�
depending on market conditions, future price and market movements and 

WKH�FRPSRVLWLRQ�RI�&HQWUDO��ŒV�LQYHVWPHQW��OHQGLQJ�DQG�GHULYDWLYH�SRUWIROLRV��
&HQWUDO���LV�QRW�H[SRVHG�WR�RWKHU�VLJQLƂFDQW�SULFH�ULVN�

,QWHUHVW�UDWH�ULVN�LV�WKH�SRWHQWLDO�DGYHUVH�LPSDFW�RQ�&HQWUDO��ŒV�HDUQLQJV�DQG�
HFRQRPLF�YDOXH�GXH�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV��$V�PRVW�RI�LWV�EDODQFH�VKHHW�
LV�PDGH�XS�RI�LQWHUHVW�EHDULQJ�DVVHWV�DQG�OLDELOLWLHV�ZLWK�GLIIHUHQW�PDWXULW\�
GDWHV��&HQWUDO���SRWHQWLDOO\�KDV�VLJQLƂFDQW�H[SRVXUH�WR�LQWHUHVW�UDWH�FKDQJHV��
,QIRUPDWLRQ�UHJDUGLQJ�LQWHUHVW�EHDULQJ�&HQWUDO��ŒV�DVVHWV� 
DQG�OLDELOLWLHV�LV�SURYLGHG�LQ�1RWH�����

&HQWUDO���FRQWLQXRXVO\�PRQLWRUV�LWV�H[SRVXUH�WR�LQWHUHVW�UDWH�FKDQJHV�DQG� 
WKHLU�SRWHQWLDO�HIIHFWV�RQ�ƂQDQFLDO�PDUJLQ�E\�PRGHOOLQJ�LWV�DVVHWV��OLDELOLWLHV� 
DQG�HTXLW\��LQFOXGLQJ�RII�EDODQFH�VKHHW�H[SRVXUHV��DJDLQVW�WKH�LPSDFWV�RI�
YDULRXV�SRVVLEOH�UDWH�LQFUHDVHV�RU�GHFUHDVHV�

)RUHLJQ�H[FKDQJH�UDWH�ULVN�LV�WKH�SRWHQWLDO�DGYHUVH�LPSDFW�RQ�&HQWUDO��ŒV�
HDUQLQJV�DQG�HFRQRPLF�YDOXH�GXH�WR�FXUUHQF\�UDWH�PRYHPHQWV�DQG�YRODWLOLW\��
&HQWUDO���KDV�DVVHWV�DQG�OLDELOLWLHV�GHQRPLQDWHG�LQ�VHYHUDO�PDMRU�FXUUHQFLHV�� 
DQG�EX\V�WKHVH�FXUUHQFLHV�IURP�DQG�VHOOV�WKHP�WR�LWV�PHPEHU�FUHGLW�XQLRQV��
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7KH�ULVN�DVVRFLDWHG�ZLWK�FKDQJLQJ�IRUHLJQ�FXUUHQF\�YDOXHV�LV�PDQDJHG�E\�
DSSO\LQJ�VWULQJHQW�OLPLWV�RQ�WKH�DPRXQWV��VKRUW�RU�ORQJ�SRVLWLRQV��WKDW�FDQ�
EH�PDLQWDLQHG�LQ�WKH�YDULRXV�FXUUHQFLHV��DQG�E\�XWLOL]LQJ�GHULYDWLYH�H[FKDQJH�
FRQWUDFWV�WR�OHVVHQ�WKH�LPSDFW�RI�RQ�EDODQFH�VKHHW�SRVLWLRQV��$V�DW�\HDU�HQG��
&HQWUDO���GRHV�QRW�KDYH�VLJQLƂFDQW�QHW�H[SRVXUH�WR�FKDQJHV�LQ�IRUHLJQ�FXUUHQF\�
H[FKDQJH�UDWHV�DV�LQGLFDWHG�LQ�1RWH����

&HQWUDO���PDQDJHV�LWV�H[SRVXUH�WR�FUHGLW�VSUHDGV��FUHGLW�PLJUDWLRQ�DQG�WKH�ULVN�
RI�GHIDXOW�WKURXJK�D�UDQJH�RI�JRYHUQDQFH�DQG�PDQDJHPHQW�SURFHVVHV��7KHVH�
LQFOXGH�RYHUVLJKW�E\�WKH�,QYHVWPHQW�DQG�/HQGLQJ�&RPPLWWHH��D�VXE�FRPPLWWHH�RI�
WKH�%RDUG�RI�'LUHFWRUV��D�FRPSUHKHQVLYH�VHW�RI�SROLFLHV�DQG�FRUSRUDWH�VWDQGDUGV��
LQGHSHQGHQW�PHDVXUHPHQW�RI�PDUNHW�ULVN��DQG�DGKHUHQFH�WR�D�VHW�RI�OLPLWV�ZLWK�
DSSURSULDWH�PRQLWRULQJ��UHSRUWLQJ�DQG�HVFDODWLRQ�RI�OLPLW�EUHDFKHV�

39. Capital management
&HQWUDO��ŒV�FDSLWDO�OHYHOV�DUH�UHJXODWHG�XQGHU�IHGHUDO�JXLGHOLQHV�LVVXHG�E\�WKH�
2IƂFH�RI�WKH�6XSHULQWHQGHQW�RI�)LQDQFLDO�,QVWLWXWLRQV�DQG�SURYLQFLDO�UHJXODWLRQV�
DGPLQLVWHUHG�E\�WKH�)LQDQFLDO�,QVWLWXWLRQV�&RPPLVVLRQ�RI�%ULWLVK�&ROXPELD��
3XUVXDQW�WR�IHGHUDO�UHJXODWLRQV��&HQWUDO���LV�UHTXLUHG�WR�PDLQWDLQ�D�ERUURZLQJ�
PXOWLSOH��WKH�UDWLR�RI�GHEW�WR�UHJXODWRU\�FDSLWDO��RI��������RU�OHVV��&HQWUDO���
WDUJHWV�DQ�RSHUDWLQJ�ERUURZLQJ�PXOWLSOH�RI��������WR��������WR�HQVXUH�WKDW�LW� 
KDV�FDSDFLW\�WR�DEVRUE�VXGGHQ�LQFUHDVHV�LQ�V\VWHP�GHSRVLWV�RU�WR�LQFUHDVH�
H[WHUQDO�ERUURZLQJV�WR�PHHW�PHPEHU�GHPDQG�IRU�IXQGV�

3URYLQFLDO�UHJXODWLRQV��ZKLFK�DSSO\�WR�&HQWUDO����XVH�D�ULVN�ZHLJKWHG� 
DSSURDFK�WR�FDSLWDO�DGHTXDF\�WKDW�LV�EDVHG�RQ�VWDQGDUGV�LVVXHG�E\�WKH� 
%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��7KH�SURYLQFLDO�ULVN�ZHLJKWLQJV��ZKLFK�
JHQHUDOO\�SDUDOOHO�WKH�PHWKRGRORJ\�XVHG�E\�26),�WR�UHJXODWH�&DQDGLDQ�
FKDUWHUHG�EDQNV��UHTXLUH�&HQWUDO��ŒV�ULVN�ZHLJKWHG�FDSLWDO��FDOFXODWHG� 
E\�GLYLGLQJ�FDSLWDO�E\�ULVN�ZHLJKWHG�DVVHWV��WR�EH�QR�OHVV�WKDQ���SHUFHQW��
)XUWKHUPRUH��&HQWUDO���PXVW�PDLQWDLQ�D�ULVN�ZHLJKWHG�FDSLWDO�UDWLR�RI�DW� 
OHDVW����SHUFHQW�WR�HQDEOH�PHPEHU�FUHGLW�XQLRQV�LQ�%ULWLVK�&ROXPELD�WR� 
ULVN�ZHLJKW�WKHLU�GHSRVLWV�ZLWK�&HQWUDO���DW�]HUR�SHUFHQW�

&HQWUDO��ŒV�FDSLWDO�EDVH�LQFOXGHV�7LHU���FDSLWDO�LQ�WKH�IRUP�RI�VKDUH�FDSLWDO��
FRQWULEXWHG�VXUSOXV�DQG�UHWDLQHG�HDUQLQJV��6XEMHFW�WR�FHUWDLQ�FRQGLWLRQV��
&HQWUDO���PD\�LQFOXGH�LWV�VXERUGLQDWHG�GHEW�LQ�7LHU��%�FDSLWDO��,Q�FDOFXODWLQJ�
&HQWUDO��ŒV�FDSLWDO�EDVH�IRU�ERWK�IHGHUDO�DQG�SURYLQFLDO�SXUSRVHV��FHUWDLQ�
GHGXFWLRQV�DUH�UHTXLUHG�IRU�FHUWDLQ�DVVHW�FODVVHV�DQG�LQYHVWPHQWV��$V�DW�
'HFHPEHU����������DQG�������&HQWUDO���ZDV�LQ�FRPSOLDQFH�ZLWK�WKHVH�
UHJXODWRU\�UHTXLUHPHQWV�
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40. Related parties
Transactions with key management personnel
.H\�PDQDJHPHQW�SHUVRQQHO�LQFOXGH�&HQWUDO��ŒV�([HFXWLYH�0DQDJHPHQW�DQG�9LFH�3UHVLGHQWV��7UDQVDFWLRQV�EHWZHHQ�&HQWUDO���DQG�PDQDJHPHQW�SHUVRQQHO� 
DQG�WKHLU�LPPHGLDWH�UHODWLYHV�GXULQJ�WKH�\HDU�DUH�DV�IROORZV�

(Thousands of dollars) December 31, 2012 December 31, 2011

0RUWJDJH�ORDQV�RXWVWDQGLQJ�DW�HQG�RI�\HDU $ 1,415 $ 1,348

0D[LPXP�PRUWJDJH�ORDQV�RXWVWDQGLQJ�GXULQJ�WKH�\HDU $ 1,890 $ 1,348

0RUWJDJH�ORDQV�WR�NH\�PDQDJHPHQW�SHUVRQQHO�EHDU�LQWHUHVW�DW�UDWHV�UDQJLQJ�IURP�������WR�������DQG�DUH�VHFXUHG�RYHU�SURSHUW\�RI�WKH�UHVSHFWLYH�ERUURZHUV�� 
1R�LPSDLUPHQW�ORVVHV�KDYH�EHHQ�UHFRUGHG�DJDLQVW�EDODQFHV�GXULQJ�WKH�\HDU�ZLWK�NH\�PDQDJHPHQW�SHUVRQQHO��DQG�QR�VSHFLƂF�DOORZDQFH�KDV�EHHQ�PDGH�IRU�
LPSDLUPHQW�ORVVHV�RQ�EDODQFHV�ZLWK�NH\�PDQDJHPHQW�SHUVRQQHO�DW�\HDU�HQG�

.H\�PDQDJHPHQW�SHUVRQQHO�FRPSHQVDWLRQ�IRU�WKH�\HDU�FRPSULVHG�

(Thousands of dollars)
For the year ended 
December 31, 2012

For the year ended 
December 31, 2011

6DODULHV�DQG�VKRUW�WHUP�HPSOR\HH�EHQHƂWV $ 4,064 $ 3,924

3RVW�HPSOR\PHQW�EHQHƂWV 335 ���
$ 4,399 $ 4,291

,Q�DGGLWLRQ�WR�WKHLU�VDODULHV��&HQWUDO���DOVR�SURYLGHV�QRQ�FDVK�EHQHƂWV�WR�NH\�PDQDJHPHQW�SHUVRQQHO�DQG�FRQWULEXWHV�WR�SRVW�HPSOR\PHQW�GHƂQHG�SODQV� 
RQ�WKHLU�EHKDOI��

Board of directors
'XULQJ�WKH�\HDU��WKH�PHPEHUV�RI�&HQWUDO��ŒV�%RDUG�RI�GLUHFWRUV�UHFHLYHG�DJJUHJDWH�UHPXQHUDWLRQ�RI�$618�WKRXVDQG��\HDU�HQGHG�'HFHPEHU�����������������WKRXVDQG��
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6LJQLƂFDQW�6XEVLGLDULHV�

(% ownership of common shares outstanding) December 31, 2012 December 31, 2011

&HQWUDO���7UXVW�&RPSDQ\ 100% 100%

&HQWUDO�5LVN�DQG�,QVXUDQFH�0DQDJHPHQW�6HUYLFHV�,QF� 100% 100%

&833�6HUYLFHV�/WG� 100% 100%

6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ 100% 100%

&833�6HUYLFHV�/WG���VXEMHFW�WR�WKH�DSSURYDO�RI�LWV�%RDUG�RI�'LUHFWRUV��PD\�GHFODUH�SDWURQDJH�GLYLGHQGV�WR�GLVWULEXWH�VRPH��RU�DOO��RI�LWV�H[FHVV�RI�UHYHQXH�RYHU�
H[SHQGLWXUHV�GXULQJ�WKH�\HDU��&HQWUDO���SDUWLFLSDWHV�LQ�WKLV�SDWURQDJH�GLYLGHQG�LQ�SURSRUWLRQ�WR�LWV�XVH�RI�VHUYLFHV�SURYLGHG�E\�&833�6HUYLFHV�/WG���ZLWK�WKH� 
UHPDLQGHU�LVVXHG�WR�KROGHUV�RI�WKH�1RQ�&RQWUROOLQJ�,QWHUHVW�RI�&833�6HUYLFHV�/WG�

7KH�QHW�DVVHWV�RI�6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�DUH�UHWDLQHG�IRU�XVH�E\�&HQWUDO��ŒV�PHPEHU�FUHGLW�XQLRQV�LQ�2QWDULR�DQG��DV�VXFK��6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�
GRHV�QRW�GHFODUH�RU�SD\�GLYLGHQGV��6WDELOL]DWLRQ�)XQG�&RUSRUDWLRQ�LV�FODVVLƂHG�DV�D�GHSRVLW�LQVXUDQFH�FRUSRUDWLRQ�IRU�WD[DWLRQ�SXUSRVHV��&HQWUDO��ŒV�RWKHU�VXEVLGLDULHV�
UHSUHVHQW�OHVV�WKDQ����RI�&HQWUDO��ŒV�FRQVROLGDWHG�DVVHWV��UHYHQXH�DQG�SURƂW�RU�ORVV�EHIRUH�WD[�

,QYHVWPHQWV�LQ�DIƂOLDWHV
&HQWUDO���DFFRXQWV�IRU�LWV�LQWHUHVWV�LQ�WKH�IROORZLQJ�HQWLWLHV�XVLQJ�WKH�HTXLW\�PHWKRG�RI�DFFRXQWLQJ�

(% ownership of common shares outstanding) December 31, 2012 December 31, 2011

&UHGHQWLDO�)LQDQFLDO�,QF� 40% 40%

&UHGLW�8QLRQ�&HQWUDO�RI�&DQDGD��&8&&� 50% ���
&80,6�*URXS�/LPLWHG 27% 27%


