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79" ANNUAL MEETING - 2018
NEW COMMUNITY CREDIT UNION
Wednesday, March 28, 2018
St. George’s Senior Citizens Centre
6:30 P.M. REGISTRATION
7:00 P.M. MEETING
MEETING AGENDA

. Call to Order
. Adoption of Agenda
. Moment of Silence — Deceased Members
. Reading and Adoption of 78th Annual Meeting Minutes — March 29, 2017
. Reports
a) Board Chair
b) Secretary
¢) Management Discussion and Analysis Report
d) Auditor’s Report
6. Discussion and Adoption of Reports
7. Board Election
8. Appointment of Auditor
9. New Business
10. Adjournment
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NEW COMMUNITY CREDIT UNION 78™ ANNUAL MEETING
MARCH 29 2017 - 7:00pm
St. George’s Senior’s Centre 1235-20™ Street West

Meeting was called to order by Board Chair Roman Sywanyk.

- Morris Baniak was nominated to chair the meeting by Yaroslaw Sywanyk, seconded
by George Zerebecky.

- Tamara Buckingham agreed to take the minutes of the meeting.

Motion to adopt the agenda made by Delva Rebin, seconded by Cliff Arthurs.

Motion to accept the minutes of the 77" Annual Meeting held March 23, 2016 made by

Angie Wojcichowsky, seconded by Delva Rebin.

Moment of Silence for deceased members.

Presentation of Reports:

A.) Roman Sywanyk presented the Chairman’s Report.

B.) Darren Doepker presented the Secretary’s Report mentioning overall attendance for
the 11 regular meetings was 80% with the Audit Committee holding 2 meetings.
Remuneration paid to Directors was $10,625.

C.) Darren Doepker presented the General Managers’ Report. Growth at 5.4% with
deposit growth at 4.83%. Loan demand at 10.37%. Spike in loan write-offs which
included an allowance of $20,000.

D.) Kurt Wagner of MNP presented the Auditor’s Report and congratulated NCCU on
another successful year.

Motion to adopt the Auditor’s Report, Chair Report, Secretary Report and the GM report
was made by Cliff Arthurs and seconded by Angie Wojcichowsky.

Election of Board Members:

3 positions were open. Barry Slowski and Roman Sywanyk agreed to stay on each for

another 3 year term. Colleen Brown completed 6 years on the Board of Directors.

Rosanne Alain was the only nomination all three names will be acclaimed.

Motion by Cliff Arthurs; seconded by Angie Wojcichowsky that we appoint MNP to be

our auditors for 2017.

New Business

A.) Thank you to Morris Baniak for chairing tonight’s meeting.

B.) Question was raised on the dwindling number of attendees at the AGM and how we
intend to improve this.

Angie Wojcichowsky adjourned the meeting, seconded by Roman Sywanyk.



NEW COMMUNITY CREDIT UNION
INCORPORATED: January 26, 1939
CREDIT UNION CHARTER NO. 20
OFFICERS:

CHAIR — Roman Sywanyk
VICE CHAIR - CIiff Arthurs
SECRETARY - Colleen Brown

DIRECTORS
Name Occupation Years of Service
Cliff Arthurs Retired 8
Roman Sywanyk-Chair Retired 4
Rosanne Alain Retired 1
Delva Rebin Retired 7
Barry Slowski Chief Financial Officer 7
George Zerebecky-Secretary Retired 6
Angela Wojcichowsky Director International Projects 5
Morris Bodnar Lawyer 8
Gwen Klypak-Vice Chair Artist 3
STAFF
Name Position Years of Service
Darren Doepker General Manager 29
Cheryl Helmeczi Office Supervisor 19
Robert Hoesgen Manager, Retail Services 8
Kathy Hrabowy Business Development Officer 29
Bonita Ireland Member Account Manager 15
Peter Harbin Member Account Manager 1
Tamara Buckingham Compliance Officer/Support Analyst 6
Liuba Grynkiv-Stokalko Part time Member Service Rep 12
Natalina Wilson Member Service Rep 3
Vita Demiashova Member Service Rep 3
Vision

To be the premier provider of personalized financial services
to a growing and diverse membership.

Mission

By providing financial solutions
and advice we develop meaningful lifelong relationships.

Our professional and knowledgeable people
provide a positive customer experience because they care.

By building on our roots we are able to create prosperity
for our members, employees and community.



Values

Co-operation and Accountability
We are committed to working towards providing our members with the highest quality service.
Our strength and development is enhanced by acting co-operatively as a system. We take into
account the effect of our actions on each other.

Service and Product Excellence
We strive for the highest quality service in the financial community. We provide all credit union
members with friendly, knowledgeable and helpful service. Our continuous innovations ensure
members receive added value. We provide access to a broad range of financial products
tailored to meet or exceed member needs.

Communication
We communicate in an open, effective and timely manner.

Employee Satisfaction
We respect our employees and their contributions to our success. We encourage employee
involvement and participation. We recognize and reward them for their creativity, team work
and achieving objectives. We support their development by providing training and educational
opportunities. We respect their need to balance personal and professional lives.

Community Impact
We actively support the development of our communities locally, provincially and beyond. Our
communities are stronger because of our credit union.

Financial Performance
Our strong financial performance allows us to fulfill our co-operative principles. We balance our
need for financial results with the needs of our members and communities. We earn the
confidence of our members and ensure our continued growth and development by providing an
unlimited guarantee on member deposits and adhering to sound business practices.

Professional Conduct
Members’ financial affairs are conducted with integrity and in a professional manner. Our ethical
principles are rooted in the concern for the individual. Confidentiality is integral to the way we
do business.

Co-operative Principles

As a true co-operative financial institution, New Community Credit Union (NCCU) acts in
accordance with internationally recognized principles of co-operation:

Voluntary and Open Membership

Co-operatives are voluntary organizations, open to all persons able to use their services and
willing to accept the responsibilities of membership, without gender, social, racial, political or
religious discrimination.

Democratic Member Control
Co-operatives are democratic organizations controlled by their members, who actively
participate in setting their policies and making decisions. Men and women serving as elected
representatives are accountable to the membership. In primary co-operatives members have
equal voting rights (one member, one vote) and co-operatives at other levels are also organized
in @ democratic manner.

Member Economic Participation
Members contribute equitably to, and democratically control the capital of their co-operative. At
least part of that capital is usually the common property of the co-operative. Members usually
receive limited compensation, if any, on capital subscribed as a condition of membership.



Members allocate surpluses for any or all of the following purposes: Developing their
cooperative by possibly setting up reserves, part of which at least would be indivisible;
benefiting members in proportion to their transactions with the co-operative, and supporting
other activities approved by the membership.

Autonomy and Independence
Co-operatives are autonomous, self-help organizations controlled by their members. If they
enter agreements with other organizations, including governments, or raise capital from
external sources, they do so on terms that ensure democratic control by their members and
maintain their co-operative autonomy.

Education, Training and Information
Co-operatives provide education and training for their members, elected representatives,
managers, and employees so they can contribute effectively to the development of their
cooperatives. They inform the general public - particularly young people and opinion leaders
about the nature and benefits of co-operation.

Co-operation among Co-operatives
Co-operatives serve their members most effectively and strengthen the co-operative movement
by working together through local, national, regional and international structures.

Concern for Community
Co-operatives work for the sustainable development of their communities through policies
approved by their members.

Credit Union Market Code

NCCU voluntarily adheres to the Credit Union Market Code. This code has been jointly
developed by Saskatchewan credit unions, SaskCentral and Credit Union Deposit Guarantee to
ensure the protection of credit union members. The code sets forth guidelines for the following
areas:

o Complaint handling, which outlines the process for dealing with all complaints regarding
the service, products, fees or charges of NCCU.

o Fair sales by outlining the roles and relationship of staff to all members and in
accordance with the financial services agreement.

o Financial planning process to advise members on the risks and benefits associated with
financial planning services.

o Privacy to protect the interests of those who do business with NCCU. Privacy is the
practice to ensure all member information is kept confidential and used only for the
purpose for which it was gathered.

o Professional standards to preserve a positive image of NCCU among our members and
communities.

o Capital management to ensure our capital structure aligns with our risk philosophy.

o Financial reporting to adhere to business and industry standards.

o Governance practices to adhere to the intent and stipulation of our corporate bylaws,
which are approved by the membership of NCCU.

o Whistleblower policy which provides individuals a mechanism or channel by which they
can report incidents of actual or potentially improper or unethical conduct, without fear
of reprisal or unwarranted negative consequences.

o A Social Media policy which is intended to offer practical guidance for responsible social
media use an interaction by employees or management.

o Risk management to ensure all risks are measured and managed in an acceptable
fashion.



Chairperson’s Report

On behalf of the Board of Directors, I am pleased to present the New Community Credit Union
2017 Annual Financial Report.

I would like to congratulate the New Community Credit Union for 79 years of excellent service
to our members and community.

Over the past year we have seen humerous changes on how we do our business. These
changes are driven by technology, compliance requirements set by our regulators and changes
to the standards of sound business practice. Through all of this the Credit Union as in the past
has enjoyed another successful year with growth in assets and increased net revenue.

I congratulate the management and staff of the New Community Credit Union, as it is through
their dedication and hard work that enables the Credit Union to grow and be profitable.

In closing, the Board of Directors, management and staff of our credit union, would like to
extend our sincere thanks to you, the members for your continued patronage and support. In
working together, we assure our success into the future.

Roman Sywanyk
Chairperson of the Board

Secretary’s Report

The Board of Directors held 12 regular meetings this past year with an average attendance of
85%.

The Audit Committee held 3 meetings, and the Conduct Review Committee held 1 meeting.

Total remuneration paid to the Directors was $12,450.



Management Discussion & Analysis

Introduction

New Community Credit Union (NCCU) is an independent member owned Saskatchewan credit
union. Current legislation enables NCCU to provide financial services to members and non-
members. As of December 31, 2017 there are 2257 members. This amount is down slightly
from the 2277 members in 2016. All members hold two $5 shares, allowing them to participate
in the democratic process. NCCU has held its office in the Riversdale Community our entire 79
year history, predominately providing services to Saskatoon and bordering communities.
Service channels are in-branch, the ATM network, CU Connect, internet banking and mobile
banking. Although cost restraints sometimes limit NCCU from being on the leading edge of
technology we are committed to listening to the needs of our membership. In 2017 we
launched our Mobile App. NCCU remains dedicated to balancing the cost of technological
advancements with the evolving expectation of a more connected society. NCCU remains
committed to providing a good balance between fiscal responsibility and meeting and exceeding
the service level expectations of all membership.

Strategy

NCCU’s Mission is “To be the premier provider of personalized financial services to a
growing and diverse membership”. A strategic initiative has always been to provide our
members with an elite level of personal service.

NCCU is very pleased to be ending 2017 with the exact staff we started the year with. We
remain committed to providing a premier level of personal service and believe we have an
entire staff complement, who has embraced our member-first philosophy. We continue to be
mindful of organizational expenses, while not jeopardizing our focus on the diverse needs of our
membership. Maintaining relevance in the highly competitive and scrutinized financial services
industry is a daily challenge; however, NCCU is looking to long term sustainability.

Success and sustainability continue to have an evolving definition. Escalating attention on
Compliance, Capital Adequacy, Liquidity and Enterprise Risk Management continue to place
pressure on balancing growth while remaining profitable, in order to increase Retained
Earnings. NCCU is pleased to report strong financial performance in 2017. Thank you to our
loyal members for your ongoing support which has allowed NCCU the opportunity to continue to
build strength.

Low commodity prices continue to impact the local economy which has placed pressure on our
industry. 2017 did see 3 separate rate increases by the Bank of Canada. These increases did
alleviate some of the pressure on the record low interest margin, which was felt for a number of
years. As a result, a portion of NCCU’s strong results can be attributed to a more favorable
investment return.

Results
Financial Performance

The following will provide a summary of the Financial Statements found later in this report.
NCCU ended 2017 exceeding budget in the majority of categories. With a 9.8% increase in
Balance Sheet Assets we ended the year at $97.8M



New Community Credit Union Asset Growth
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The growth in Assets was once again made possible by an increase in total deposits. NCCU saw
deposits increase 9.9% to $90.4M. This growth was spread out in the various different deposit
accounts; both registered and non-registered.

New Community Credit Union
Loan and Deposit Growth
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Strong loan demand continued in 2017 resulting in @ 12.9% increase in loans, to $82.7M.

Loans currently make up 84.5% of assets. After being slightly down last year, this ratio is back
up to more traditional levels. In addition to balance sheet loans NCCU administers an additional
$25.4M for strategic partners. Our total loan portfolio as at Dec 31% was $104.7M.

New Community Credit Union Loan Growth

100,000,000
80,000,000
60,000,000
40,000,000
20,000,000

0

Dollars M Loans

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017




NCCU'’s Balance Sheet loan portfolio consisted of the following breakdown at year end:

New Community Credit Union
Loan Categories

B Commercial 6.5%
B Mortgages 77.3%
Consumer 12.4%

M Line of Credit 3.8%

**Credit Risk

NCCU'’s loan portfolio has traditionally been heavily weighted in residential mortgages. The last
number of years the Board has assessed risk through a Risk Appetite Statement. Although
comfortable with the lack of diversity in a heavily concentrated residential portfolio, they
recognized the strain that it placed on the Interest Margin. Over the past few years NCCU has
placed considerable emphasis on a more diversified loan portfolio. Although this does expose
our organization to increased risk, the expectation is it will also increase interest and non-
interest revenue. This focus is the primary reason you will see a large increase in loan write-
offs in 2017. Included in this year’s written-off loans, is an allowance of $34,000. This amount
has been allocated with the potential for future losses. Although we have seen the increase in
loan write-offs, our overall delinquency has edged down nicely. We feel strongly the 34.6%
increase in net income is a positive result of the increased risk exposed to in the loan portfolio.
We experienced an increase to comprehensive Return on Assets of .83%, after tax.

New Community Credit Union Write-offs

$95,000
$75,000
$55,000
$35,000 B Writeoffs
$15,000

H — R
($5,000)

Yo} ~ (0] (o)) o — o (9] <t N (s} ~

S ¢ &8 § &8 &8 & &8 =8 §8 & &8

**Liquidity Risk

Liquidity is the capacity to generate or obtain sufficient cash in a timely manner at a reasonable
price to meet commitments as they become due. High-quality liquid assets can be easily and
immediately converted into cash at little or no loss of value.




Saskatchewan credit unions are required to maintain 10% of their deposits with SaskCentral.
These statutory deposits support clearing and settlement within the national credit union
system and are administered by SaskCentral.

Operating Liquidity is the availability of high quality liquid assets as a percentage of potential
outflows. NCCU’s well managed growth of deposits in 2017 resulted in our ability to move more
of these deposits into loans; placing this liquidity into loans results is the best opportunity to
maximize revenues. 2017 also saw our regulator, Credit Union Deposit Guarantee Corporation
implement new Liquidity Standards. A new measure of liquidity referred to Liquidity Coverage
Ratio (LCR) came into effect Jan 2017. There is a 3 year faze-in of the LCR with a minimum
standard of 80% for 2017, 90% for 2018 and 100% for 2019 and beyond. NCCU has done an
effective job of managing these new standards remaining comfortably within the long range
threshold throughout 2017.

Capital and Profitability Management

We are very pleased to report another successful year with net profit of $809,398. This
represents a 34.6% year-over-year increase. Good profitability results in a strong and healthy
equity position. Increased regulatory requirements continue to place pressure on building
reserves; as a result, the Board made the decision to move 100% of this year’s profit into
Retained Earnings. Equity is the difference between assets and liabilities which is the measure
of ownership. Equity can be measured both as a percentage of assets or as a dollar amount.
We completed 2017 with $7,352,434.

Equity or Capital is the financial strength of a credit union. The level of capital held protects
against anticipated and unexpected events. Credit Union Deposit Guarantee Corporation sets
standards for the Credit Unions to follow. Although CUDGC set’s minimum standards, they
consider it prudent to maintain Capital levels which exceed regulatory minimums. One ratio
measured is the Leverage Ratio. NCCU has a Leverage Ratio of 7.44% which exceeds the 5.0%
regulatory minimum. The Board is pleased with the progress towards the self-imposed target
of 7.5%.

New Community Credit Union
Change in Equity Position
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Efficiency Ratio

Productivity is an area of operations we continue to focus considerable attention. With
increased costs and continued pressure on interest rate margin we are constantly looking for
ways to become more efficient. Efficiency ratio is another measure often used in the financial
services industry. The efficiency ratio is typically used to analyze how well a company uses its



assets and liabilities internally. The Efficiency Ratio is effectively the amount you need to spend
in order to make $1. It is one of the few ratios where the lower the number the stronger the
result. NCCU's efficiency ratio has seen a steady decline, from a high of 79.98% in 2013 to
57.56% in 2017. This is down from 64.44% in 2016 and compares favorably to the credit
union system average of 70.30%. There are only a limited humber of ways for us to increase
revenue so we need to commend our staff for continuously looking for ways to control costs.
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The following will show our productivity compared to our Peer Group and the provincial

average.
New Community Provincial Average
Assets/Staff $9,782,281 $6,786,814
- With assets under administration $13,991,423
Deposits/Staff $8,981,750 $5,763,176
- With Credential portfolio $10,651,172
Loans/Staff $7,246,214 $5,525,428
- With loans under administration $9,785,933
Membership/Staff 226 173
Personnel Costs $80,884 $88,577
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Summary

With a 34.6% increase in net income NCCU has maintained good profitability. Continuing to
look for additional revenue streams will continue to be important. Both the board and
management are committed to sound financial management. Part of this will be to pay close
attention to balancing capital levels and maintaining a sustainable growth rate. With escalating
attention on capital, NCCU will continue to focus on building reserves for the foreseeable future.

As a financial institution, the credit union is essentially in the business of taking on and
managing risk on a number of fronts. The Board of Directors and Executive Management are
committed to balancing and managing the various risks of the organization to ensure strength
and stability well into the future. We have a stable staff compliment and feel we have the
expertise combined with the financial industry experience to position NCCU for the future.
Management works closely with the credit union’s Board of Directors to establish policies and
procedures to effectively manage the various risks the organization is exposed to. The Financial
Services Industry is highly scrutinized and regulated. Regular audits; both internal and
external, combined with ongoing monitoring performed by the Credit Union Deposit Guarantee
Corporation provides support to the risk management function of the credit union. Risk is
managed on a regular basis with monthly meetings and detailed reporting presented to NCCU’s
Board of Directors.

Enterprise Risk Management

Each year our credit union spends significant resources measuring and assessing risks to ensure
we are adequately prepared to serve our community now and in the future. This process is
called Enterprise Risk Management (ERM) and is a requirement of credit unions in
Saskatchewan as laid out by Credit Union Deposit Guarantee Corporation. In 2017 NCCU
dedicated significant resources in completing an extensive review of our ERM, ICAAP &
evaluating our 5 Year Capital Plan. Along with this, we dedicated one regular board meeting to
reviewing and approving the process. Through this the following risks along with Credit Risk
and Liquidity Risk previously listed in the financial performance section have been identified -
risks according to their potential impact on NCCU. The result of this process is a strategy that
we continue to maintain and build capital.

Strategic Risk

Strategic risk is the risk that adverse decisions, ineffective or inappropriate business plans,
failure to respond to changes in the competitive environment, customer preferences, product
obsolescence, or resource allocation will impact our ability to meet our objectives. This risk is a
function of the compatibility of an organization’s strategic goals, the business strategies
developed to achieve these goals, the resources deployed against these goals, and the quality
of implementation. Strategic risks identified by NCCU in its ERM continue to include:

- =To recognize the potential risk resulting from difficulty or an inability to implement
appropriate strategies that are required to address problems or challenges.

Market Risk

Market risk is the exposure to potential loss from changes in market prices or rates. Losses can
occur when values of assets and liabilities or revenues are adversely affected by changes in
market conditions, such as interest rate or foreign exchange movement.

Legal and Regulatory Risk
Legal and regulatory risk is the risk arising from potential violation of, or honconformance with,
laws, rules, regulations, prescribed practices, or ethical standards.



Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people
and systems, or external events. Exposures to this risk arise from deficiencies in internal
controls, technology failures, human error, employee integrity, or natural disasters.

Credit Risks

Credit risk is the risk of loss arising from a borrower or counterpart’s inability to meet its
obligations. Sources of credit risks include direct lending activities, discussed earlier in this
report, and holding of investment securities.

Liquidity Risk

Liquidity risk is the potential inability to meet obligations, such as liability maturities, deposit
withdrawals, or funding loans without incurring unacceptable losses. Liquidity risk includes the
inability to manage unplanned decreases or changes in funding sources.

Reputational Risk
A negative event occurs that causes the public to lose confidence in financial institutions, Credit
Union Central(s), the credit union system in general, or more specifically with NCCU.

Regulatory

Regulatory matters are an ongoing concern of NCCU. A number of the more active include;
The Registrar of Credit Unions, The Credit Union Deposit Guarantee Corporation (CUDGC),
Office of the Superintendent of Financial Institutions (OFSI), Financial Transactions & Reports
Analysis Center of Canada (FINTRAC), Canada Revenue Agency (CRA), and Mutual Fund
Dealers association(MFDA). The governance of NCCU is anchored in the co-operative principles
of democratic member control.

Board of Directors

Mandate and Responsibilities

The NCCU board is responsible for its strategic oversight, business direction and supervision of
management. Acting in the best interests of the credit union and its members, the board’s
actions adhere to the standards set out in The Credit Union Act 1998, the Standards of Sound
Business Practice, and other applicable legislation.

Board Composition

The board composition is 9 individuals, regularly elected to hold 3 year terms. Nominations are
made and if voting is required it is done by paper, with election results announced at the annual
general meeting. Directors whom terms expire in 2017 include Angela Wojcichowsky, George
Zerebecky and Gwen Klypak. All 3 are available for a further 3 year term and have allowed
their names to stand for an additional term. In addition to these incumbents NCCU received one
further nomination for the Board. As a result an election will be held at this year’s Annual
General Meeting. During this year’s re-organizational meeting Roman Sywanyk once again
accepted nomination as Chair. Along with that Gwen Klypak as placed as Vice Chair and
George Zerebecky as Secretary. Our GM, Darren Doepker remained as Delegate to SaskCentral
where he met with other credit union delegates throughout the year.

Board Compensation/Attendance/Training & Evaluation
NCCU is fortunate to have competent guidance through the dedicated Management and Board
of Directors. As in past years, the Board of Directors was busy with regular and committee



meetings throughout the year. 12 regular meetings were held. Directors had an 85%
attendance rate and received a per diem for meetings attended. Out of pocket expenses such
as mileage and meal costs are also reimbursed. To assess their performance the board
performs an annual self-assessment.

Board Committees

The Board of Directors organizes itself into several committees to ensure that oversight of

various aspects of our operations and governance can be dealt with most effectively. The

committees of the board are as follows:

¢ Executive Committee: acts on behalf of the board of directors between regular or special
board meetings on all board matters except those which the board may not, in compliance
with legislative requirements, delegate. The 2017 members of the committee were: Roman
Sywanyk - President, Gwen Klypak - Vice-President, George Zerebecky - Secretary. The
executive committee is elected annually at the re-organization meeting.

¢ Audit Committee: The purpose of the committee is to ensure an independent review of the
credit union's operation on areas deemed necessary to maintain the integrity of financial
data, adequacy of internal controls and adherence to requirements of 7he Credit Union Act,
1998, The Credit Union Regulations, 1999, The Credit Union Insurance Business Regulations,
and the Standards of Sound Business Practice.. 2017 members of this committee were: Barry
Slowski - Chair, Gwen Klypak, Cliff Arthurs & Roman Sywanyk. The Audit Committee is
appointed annually at the re-organization meeting.

0 Risk Committee: the entire Board oversees our Risk Management regime and one regularly
scheduled meeting is dedicated to Risk Management.

¢ Conduct Review Committee: ensures related party transactions comply with legislation,
standards of sound business practice as well as credit union policies and procedures. This
committee also holds the dual role of External Credit Committee, tasked with the review
and/or approval of all the General Managers credit requests. 2017 members of this
committee are: Delva Rebin, Angela Wojcichowsky & Morris Bodnar. The conduct review
committee is appointed annually at the re-organization meeting.

¢ Nominating Committee: oversees the nomination and election processes for the Elections
of credit union directors. In 2017 members were appointed as per required by the board of
directors. Members included: Delva Rebin, Morris Bodnar & Barry Slowski

¢ Policy Review Committee: the entire Board oversees Policy Review.

Corporate Social Responsibility (CSR)

NCCU has always contributed to the well-being of the community. Companies are continually
finding ways to be strong and productive corporate citizens. NCCU is proud to take steps
necessary to have a positive impact on our community, providing a consistent image of a
respected corporate citizen. NCCU has undertaken a number of initiatives during the year in
support of the community, charitable or service-based organizations, as well as provided
financial support. NCCU promotes environmental standards by means of programs such as
paper recycling, react promotion, reduced printing, electronic statement promotion, etc. NCCU
Human Resource policies focus on the well-being of employees such as the development of a



safe and respectful workplace. Volunteer hours & activities conducted during work hours are
supported by NCCU. Time off in-lieu of volunteer hours is also provided.

Capital Management

NCCU’s Board and Management recognize a need to sustain the credit union’s capital position in
order to continue to meet regulatory and sound operational requirements. Adequate capital
enables the credit union to sustain its liquidity requirements, to safely fund development
initiatives, and provide leverage to effectively manage performance standards. NCCU'’s
objective is to hold the optimal amount of regulatory capital. Holding an inadequate amount of
capital threatens the ability of the credit union to meet its obligations, or restricts its ability to
grow. Holding an abundance of capital will unnecessarily reduce the return on capital. NCCU'’s
Capital Plan is related to its service delivery strategies and risk philosophy. The credit union has
traditionally held a moderate to low appetite for risk in the loan and investment portfolio. This
has been a valuable strategy in the past.

The Credit Union Deposit Guarantee Corporation has set minimum standards for credit unions,
regarding capital levels. The Standards of Sound Business Practice Capital Adequacy
Requirements are as follows:

CUDGC's Regulatory Minimum (as a % of risk-weighted assets)
Common Equity Total Eligible
Leverage Ratio Tier 1 Total Tier 1 Capital
Minimum 5.0% 4.5% 6.0% 8.0%
Conservation Buffer n/a 2.5% 2.5% 2.5%
Minimum plus conservation buffer 5.0% 7.0% 8.5% 10.5%
New Community Credit Union 7.44% 12.87% 12.87% 13.00%

The above stated limits are regulatory minimums. CUDGC does not consider it prudent for
credit unions to rely solely on compliance with regulatory minimums when assessing its capital
adequacy. CUDGC expects credit unions to maintain capital levels above regulatory minimum
standards, at levels appropriate for their individual risk appetite and risk profile. CUDGC's s
expectation of credit unions is to establish capital limits that:

support prudent operations

are appropriate for the credit union’s risk profile, risk appetite and risk tolerance

are aligned with the credit union’s stress testing program and ICAAP; and

are stricter than regulatory minimums

O O O O

The Leverage ratio has a minimum standard of 5% set by CUDGC. We presently have a
Leverage Ratio of 7.44%. 7.50% is the average of the provincial system. NCCU is pleased
to be working closer to our target of 7.5%.



The minimum standard for Total Tier 1 Capital is 8.5%, this includes the 2.50% buffer. Our
Tier 1 capital ratio for the year ending December 31, 2017 was 12.87%. The
aggregated credit union system held 12.88%.

As at December 31, 2017 NCCU had a Total Eligible Capital Ratio of 13.00 %. While
the aggregated credit union system held 13.49%.

Compared to the system and CUDGC standards our capital places us in a good position. NCCU'’s
strategy is to manage its balance sheet growth and capital levels. NCCU currently meets ICAAP
capital levels. Management and the Board are committed to staying on top of strategies to
maintain sufficient profitability to ensure we remain at or above capital limits.

In concluding, Capital management can be very complex and includes 6 areas. Areas include:

> Board and Management oversight
- Policies are developed
- i.e. desired capital levels, risk tolerance, capital expenditures

> Sound capital assessment and planning
- Capital Plans are developed by management and board and reviewed ongoing

> Comprehensive assessment of risks
- Risks to capital are assessed through processes such as Enterprise Risk Management
(ERM)

- i.e. where is the largest concentration of risk to capital (credit/loans)

> Stress Testing
- On a quarterly basis capital levels are tested for possible erosion
- Stress testing programs are used to test the ability of the credit union to absorb losses
- i.e. How would rising interest rates effect our capital level

> Monitoring and Reporting
- Regular reports are prepared for the directors and CUDGC.

> Internal Control Review
- Ongoing internal controls and functions along with scheduled internal audits and
CUDGC reviews
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