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Message from the Chairperson

Stabilization Central’s aim in 2016 was to reinforce our commitment to 
help strengthen and solidify the viability, stability and prosperity of BC 
credit unions. Stabilization works most effectively with credit unions, 
on a proactive basis. SCCU also focuses on the BC system as a 
whole with general initiatives, and with FICOM on rehabilitation efforts.

Our primary focus in 2016 was on preventive and proactive work 
with credit unions. Interacting with credit unions and the system in 
this arena creates the most significant benefit. Early involvement 
recognizes the credit unions trust and confidence in Stabilization 
Central to guide, complement, or lead fundamental initiatives, thereby 
enhancing the credit unions long term viability.  

Our work took us down a myriad of paths including; leadership 
recruitment, governance support, strategic support to credit unions 
who wish to remain independent and strategic support to those that 
desired to pursue merger opportunities.

Stabilization Central, as many other organizations, pursues the 
optimal allocation of constrained resources to provide the greatest 
benefit to the system. 2016 saw the delivery of completed work on 
business continuity support and the Principles of Good Governance 
and Sound Business Practices. A new opportunity for proactive 
system support was optimized via funding the development of a credit 
union leadership competency model.

The credit union leadership competency model was designed to assist 
all BC credit unions in addressing leadership risk. Leadership risk has 
been well identified within the credit union system. It is driven by CEO 
and senior leader retirements, and the need to develop, attract and 
retain strong leaders for the future. 

The competency model distinguished eleven personal components 
of leadership acumen that drive prosperity in the system. Launching 
the competency model and continuing to support its integration and 
operationalization is an ongoing commitment for Stabilization Central.

An important role of Stabilization Central is the oversight of the 
Stabilization and the Master Bond Funds. In 2016 we transitioned 
the funds to a new fund management firm. The result was an 
increased return on our investments and a significant decrease in fund 
management fees.

Stabilization Central continues to work closely with FICOM. It is 
essential for a successful partnership in supervisory assignments that 
FICOM and the BC credit union system have confidence in SCCU’s 
ability to fulfill this role.  Management and the Board work hard to earn 
this confidence and look to further advance this collaboration in 2017.

Last year, through feedback, our stakeholders voiced support for 
the enhancement of our stabilization services responsibilities and 
authority, as well as SCCU’s increased dedication to preventive, risk 
mitigation strategies. Stabilization Central is looking forward with 
confidence and optimism, to fulfilling our mandate with a honed focus 
and renewed leadership.

Jim Miller
Chairperson, Board of Directors
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Message from the Interim CEO

In 2016 Stabilization Central continued to support the British 
Columbia system, managing risk and maintaining long term viability 
within the British Columbia regulatory environment. Over the past 
15 years this work has been fully financed by the investment returns 
generated by the Stabilization Fund. This strategic outcome has 
been enhanced in 2016 by a change in fund managers that led to 
increased returns and decreased fees.

Stabilization Central provided stabilization services to eight credit 
unions in 2016, the majority of which were on a voluntary basis. 
Formal assignments resulted in improved ratings and de-staging. 
Informal collaborations strengthened the credit unions and 
vicariously, the system.

In response to a regulatory requirement, the Master Bond Program 
significantly increased its capacity in 2016 to $120 million. The 
commercial markets for excess coverage responded positively and 
cover was placed with only a marginal increase in cost. The program 
is well capitalized and re-insured to confidently address all insured 
exposures. 

In response to many requests from the system, online banking 
coverage was added to the program at no additional cost to credit 
unions. To further support the system and mitigate risk to the Master 
Bond Program, SCCU introduced a free portal to supply criminal 
record checks for employees and board members. This is an adjunct 
to emphasizing SCCUs expectations and requirements for credit 
union due diligence in assessing the bondability of its workforce.

In 2016, the Principles of Good Governance and Sound Business 
Practices were completed and the supporting guidelines were 
enhanced. The guidelines continue to evolve. Business continuity 
assistance was developed and well utilized during the year.

Stabilization Central was fortunate to be approached by a contingent 
of leaders in the system seeking a solution built in and by the 
cooperative system to assist in the mitigation of leadership risk. 
The resulting model of leadership competencies proudly bears the 
Stabilization Central logo but represents the outcome of a truly 
collaborative effort. Thank you for your continued support and 
confidence as we turn our focus to 2017.

Jennifer Scott  
Interim Chief Executive Officer
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Master Bond Program

The Master Bond Program (MBP) has been protecting and serving 
B.C. credit unions since 1972. The combination of good risk 
management practices by credit unions, producing favourable claims 
experience and responsible cost containment, has resulted in stable 
insurance costs. As system assets have grown, the MBP assessment 
cost per million of assets has steadily declined.

Stabilization Central Credit Union owns and manages the MBP with 
claims administration management contracted to Central 1 Credit 
Union’s Cooperative Risk Solutions Department. The MBP Committee 
of SCCU’s Board provides the required oversight for effective and 
efficient management of the program. 

Financial highlights
Financial income for 2016 totalled $1.72 million and was comprised 
of investment income of $263,000 and assessment income of 
$1.51 million. The claims paid expense in 2016 was $789,107. This 
represents an increase in claims that is driven by forgery, the new  
online banking coverage, dishonesty claims and an isolated spike in 
plastic card losses.

Direct costs comprised of management fees, insurance premiums 
and broker fee expenses were just over $975,000, down from over 
$1.1 million in 2015. The financial results at year-end led to the MBP 
Committee’s authorization of a $1.0 million return of surplus funds  
to qualifying credit unions, disbursed in conjunction with the 2017 
MBP renewal.
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Corporate Governance

The Board of Directors of Stabilization Central Credit Union of 
British Columbia is comprised of 6 elected representatives from 
each peer group which comprise credit unions grouped on asset-
size or regional bases and one at large appointed director. At fiscal 
year-end 2016, four directors were credit union chief executive 
officers or general managers, one director was senior management 
and two were credit union directors. All have a professional 
or business background including financial, accounting, legal, 
governance and enterprise wide risk management that contributes 
significant expertise at the board table. In addition to their credit 
union involvement, directors sit on various other boards including 
the Central 1 Credit Union, Vancity Community Foundation, 
Canadian Lutheran World Relief, CUPP Services, Galiano Loan 
Fund Society, Agape Street Ministry, South Okanagan Similkameen 
Community Futures, Sancta Maria House Association, BCCA, Delta 
Police and Summerland Chamber of Commerce.  

All of Stabilization Central’s directors participate in the national 
system’s Credit Union Director Achievement (CUDA) program.  
The organization has a very effective Director Orientation Program 
in place. In addition, all directors are members of the Institute 
of Corporate Directors. Opportunities to attend conferences, 
workshops and take courses to enhance the knowledge and 
expertise in areas of governance are provided as per the Director 
Education Policy of the organization. Quarterly, speakers from 
varying areas of expertise are invited to provide education session 
for directors.  

Mount Robson Provincial Park, B.C.
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Board of Directors and Terms of Office

Jim Miller    
Chairperson, 2016 - 2019     

Chief Executive Officer  
Creston & District Credit Union    

Angela Kaiser
Director , 2014 – 2017     

Director 
Prospera Credit Union 
  
Paul Johnson
Director, 2014 - 2017     

AVP, Project Management Office & Corporate Secretary  
Coastal Community Credit Union  

Anita Braha
Director, 2015 - 2018

Chairperson, Vancity Savings Credit Union 
(Appointed Director)

Gene Blishen
Vice Chairperson, 2015 – 2018

General Manager
Mount Lehman Credit Union

Kelly Marshall     
Director, 2015 - 2018
 
Chief Executive Officer      
Summerland & District Credit Union

Dave Stene
Director, 2016 - 2019

Chief Executive Officer 
Bulkley Valley Credit Union  
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Committees

Committee Members Functions

Audit & Risk
4 meetings

Paul Johnson, Chairperson
Angela Kaiser
Jim Miller

The Audit & Risk Committee’s responsibilities include oversight of the activities 
of the external auditor, assessment of accounting policies and the adequacy of 
internal controls. In addition the oversight of ERM, which includes ensuring the 
organization has effective risk management processes in place.

Conduct Review
2 meetings

Anita Braha, Chairperson
Dave Stene 
Gene Blishen

The Conduct Review Committee is responsible for establishing policies and 
procedures to address conflict of interest, standards of conduct and to maintain 
sensitive information confidential.

Investment & Loan
4 meetings

Dave Stene, Chairperson
Angela Kaiser
Paul Johnson
Jennifer Scott (Management)*

The Investment and Loan Committee is responsible for ensuring there is an 
appropriate, prudent policy to govern the employment of the funds entrusted to 
the organization and to oversee the employment of those funds.

Governance & HR
4 meetings

Jim Miller, Chairperson
Gene Blishen
Kelly Marshall

The Governance & HR Committee assists the Board in fulfilling its corporate 
governance responsibilities and oversees the Human Resources policies and 
practices of SCCU including the terms of employment of the CEO.

Nominating 
3 meetings

Kelly Marshall, Chairperson
Anita Braha
Dave Stene

The Nominating Committee oversees the director election process, including 
ensuring that qualified candidates are nominated for director positions.

Master Bond Program 
4 meetings

Gene Blishen, Chairperson
Anita Braha
Kelly Marshall 

The Master Bond Program Committee is responsible to ensure effective and 
consistent oversight of the Master Bond Program (MBP).

Stabilization Advisory 
Committee
4 meetings

Kelly Marshall, Chairperson
Dave Stene
Paul Johnson
Jim Miller
Angela Kaiser
Anita Braha
Gene Blishen

The purpose of the Stabilization Advisory Committee is to oversee the 
organization’s credit union stabilization activities.  

*The CEO is a Voting Officer Member of the Investment & Loan Committee.
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Director Disclosure 

Stabilization Central Credit Union provides  
directors with the following compensation:

• $500 per board or committee meeting attended

• $250 per committee meeting attended

• $500 paid once every quarter for preparation 
time  

• $8,000 honorarium for Board Chair; $4,800 
honorarium for Vice Chair

• $1,500 honorarium for chairing each of the 
following committees: Governance & HR, 
Investment & Loan, Master Bond Program, 
Stabilization Advisory (SAC) and Audit & Risk

• $750 honorarium for chairing the Conduct 
Review Committee and the Nominating 
Committee.

• Reimbursement of expenses including travel, 
accommodations, parking, meals for meetings, 
training and for expenses related to approved 
representation of the credit union.

• Director Education Policy provides up to  
$10,000 over a term (three-year period) for 
each director for training, to attend educational 
sessions and conferences. Per diems for 
education are not included in this amount.

• In 2016, there were a total of 6 Board  
meetings and 25 Committee meetings held.  

• A two-day strategic planning session was  
also held.

By ordinary resolution, the members in attendance 
at the Annual General Meeting held on April 27th, 
2012, approved an aggregate amount of $100,000 
to be available for compensation to directors (note 
this is for all directors in total, not individually).  

For fiscal year 2016, the total remuneration for 
Stabilization Central directors was $82,800.  
The compensation received for each director  
is summarized alongside:

Name Peer  
Group

Meeting Fees Expense 
Reimbursement

Education and 
Conferences

Jim Miller 
Chairperson  

3 $5,333 Board Chair (May-Dec)
Total Comp: $5,333

$0 $0

Creston  
& District 
(Jim Miller)* 

3 $250 CRC Chair (Jan-Apr)
$1,000 Governance & HR Chair (May-Dec)
$12,500
Total Comp: $13,750

$10,796 $0

Mount Lehman 
Credit Union
(Gene Blishen, 
Vice Chair)*

6 $4,800 Vice-Chair
$1,500 MBP Committee Chair 
$7,500
Total Comp: $13,800

$0 $3,380

Angela Kaiser 5 $2,667 Board Chair (Jan-Apr)
$10,000
Total Comp: $12,667

$828 $9,366

Coastal 
Community 
Credit  Union
(Paul Johnson)*

 4 $1,500 Audit & Risk Chair (May-Dec)
$8,750
Total Comp: $10,250

$2,951 $263

Summerland  
& District  
Credit Union
(Kelly Marshall) 
(May-Dec)*

2 $750 Nominating Chair 
$8,500 
Total Comp: $9,250

$5,884 $1,254

Bulkley Valley  
Credit Union
(Dave Stene)*

1 $1,500 I & L Chair
$8,000
Total Comp: $9,500

$3,302 $0

Anita Braha Appointee $500 Gov & HR Chair (Jan-Apr)
$500 CRC Chair (May-Dec)
$7,250
Total Comp: $8,250

$63 $0

There was a total of $12,545 for non-allocated board meeting related expenses (meeting room, catering costs and board dinners)
*Note that there are increased travel expenses for directors required to travel from outside of the Lower Mainland to attend Meetings. 
**Per diems of the current directors who are operators are paid directly to their respective credit unions.
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CEO Disclosure 

The CEO of Stabilization Central Credit Union receives a 
compensation package that includes the following:

Base Salary $229,500

Bonus (STI) paid for FY15 $  38,467

Total Compensation $267,967

In addition to the above total cash compensation, the CEO received 
benefits equal to approximately 9% of base salary. 

If the CEO’s employment ends by action of Stabilization Central Credit 
Union, during or at the end of that contract, 12 months’ severance 
will be payable.  This amount is not payable if the CEO resigns or is 
dismissed for cause.

The CEO’s base salary was determined by the Board based on a 
survey of relevant organizations of similar size, conducted by Hay 
Group, targeting the 75th percentile.



Near Vancouver, B.C.

Financial Statements
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Independent Auditors’ Report

To the Members of Stabilization Central Credit Union of British Columbia 

We have audited the accompanying financial statements of Stabilization 
Central Credit Union of British Columbia, which comprise the statement 
of financial position as at December 31, 2016, the statements of profit, 
comprehensive income (loss), changes in equity and cash flows for 
the year then ended, and notes, comprising a summary of significant 
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of 
these financial statements in accordance with International Financial 
Reporting Standards, and for such internal control as management 
determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to 
fraud or error.

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

An audit involves performing procedures to obtain audit evidence 
about the amounts and disclosures in the financial statements. 
The procedures selected depend on our judgment, including the 
assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk 
assessments, we consider internal control relevant to the entity’s 
preparation and fair presentation of the financial statements

in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. An audit also 
includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the 
financial statements. 

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

Opinion
In our opinion, the financial statements present fairly, in all material 
respects, the financial position of Stabilization Central Credit Union 
of British Columbia as at December 31, 2016, and its financial 
performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards.

Chartered Professional Accountants

April 13, 2017
Vancouver, Canada

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated 
with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides services to KPMG LLP.
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As at December 31, 2016 and 2015 Notes 2016 2015

Assets
Cash 5 $  311,058 $ –
Investment securities 6 47,473,658 47,013,177
Property and equipment 7 24,901 43,353
Deferred tax assets 8 10,884 200,504
Prepaid expenses 8,496 11,487
Other assets 33,763 33,835

$  $47,862,760 $  47,302,356 

Liabilities

Bank indebtedness 5 $ – $  72,542 
Accounts payable and accrued liabilities 5 206,568 310,999
Deferred tax liabilities 8 10,884 200,504
Provision for master bond claims 9 296,008 277,204

513,460 861,249

Equity

Share capital 10 42,573 42,573
Contributed surplus 1,383,659 1,383,659
Retained earnings 45,850,227 43,730,165
Accumulated other comprehensive income 72,841 1,284,710

47,349,300 46,441,107

$  47,862,760 $  47,302,356 

Statements of Financial Position

Commitments (Note 11)

Approved by the Directors:

Jim Miller, Chairperson Paul Johnson, Chairperson — Audit & Risk Committee

See accompanying notes to the financial statements.



For the Years Ended December 31, 2016 and 2015 Notes 2016 2015

Assessments $ 1,516,186 $ 1,452,530
Financial income   

Gains on disposal of financial instruments 2,069,937 1,069,345
Pooled fund distributions 1,437,502 697,684
Interest income 466,706 625,289

3,974,145 2,392,318
Other income 2,748 1,029

5,493,079 3,845,877
Direct costs

Claims paid 9 789,107 133,099
Insurance and brokerage 623,249 579,127
Master bond claims administration 12 290,870 481,811
Increase in provision for master bond claims 18,804 169,669

1,722,030 1,363,706
Operating expenses

Salaries and benefits 5,13 647,511 649,252
Professional services 5 218,748 168,318
Investment advisory fee 108,137 151,994
Office and occupancy 5,11 105,142 112,593
Travel and meetings 86,218 96,546
Subcontract fees 83,160 147,652
Directors remuneration 5 82,800 82,800
Corporate projects 5 65,964 11,303
Data processing and systems development 5 31,850 42,534
Other 5 31,837 6,107

1,461,367 1,469,099
3,183,397 2,832,805

Profit before income taxes 2,309,682 1,013,072
Income tax expense  

Deferred 8 189,620 191,655

Profit for the year $  2,120,062 $  821,417 

Statements of Profit

See accompanying notes to the financial statements.



2016 Annual Report  |  16

For the Years Ended December 31, 2016 and 2015 2016 2015

Profit for the year $  2,120,062 $ 821,417
Other comprehensive loss, net of tax  

Fair value reserves (available-for-sale financial assets)
Items that may be reclassified subsequently to profit or loss
Net change in fair value of available-for-sale assets1  588,975 (303,027) 
Reclassification of realized gains on available-for-sale assets to profit or loss2  (1,800,844) (924,983)

Other comprehensive loss, net of tax  (1,211,869) (1,228,010)

Comprehensive income (loss), net of tax $  908,193 $ (406,593)

Income taxes (recoveries) on items that may be reclassified subsequently to profit or loss
1 Net change in fair value of available-for-sale assets $  79,472 $ (47,293)

2 Reclassification of realized gains on available-for-sale assets to profit or loss $  (269,092) $ (144,362)

Statements of Comprehensive Income (Loss)

See accompanying notes to the financial statements.
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As at December 31, 2016 and 2015
Share 

Capital
Contributed 

Surplus
Retained 
Earnings

Accummulated 
Other 

Comprehensive 
Income

Total Equity

Balance at January 1, 2016 $ 42,573 $ 1,383,659 $ 43,730,165 $  1,284,710 $ 46,441,107
Total comprehensive income for the year  

Profit for the year – –  2,120,062 –  2,120,062 
Other comprehensive loss, net of tax

Fair value reserve (available-for-sale 
financial assets, net of tax)

– – –  (1,211,869)  (1,211,869)

Total comprehensive income – –  2,120,062  (1,211,869)  908,193 

Balance at December 31, 2016 $ 42,573 $ 1,383,659 $  45,850,227 $  72,841 $  47,349,300 

Balance at January 1, 2015 $ 42,573 $ 1,383,659 $  42,908,748 $  2,512,720 $  46,847,700 
Total comprehensive loss for the year  

Profit for the year – –  821,417 –  821,417 
Other comprehensive loss, net of tax

Fair value reserve (available-for-sale 
financial assets, net of tax)

– –  –    (1,228,010)  (1,228,010)

Total comprehensive loss – –  821,417  (1,228,010)  (406,593)

Balance at December 31, 2015 $ 42,573 $ 1,383,659 $ 43,730,165 $  1,284,710 $  46,441,107 

Statements of Changes in Equity

See accompanying notes to the financial statements.
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For the Years Ended December 31, 2016 and 2015 2016 2015

Cash flows from operating activities
Profit for the year $  2,120,062 $ 821,417
Adjustments for:

Gains on disposal of financial instruments  (2,069,937)  (1,069,345)
Increase in provision for master bond claims  18,804 169,669
Depreciation  18,452 18,779
Interest income  (466,706)  (625,289)

Change in prepaid expenses  2,991  (4,659)
Change in accounts payable and accrued liabilities  (104,431)  (109,844)
Change in other assets  72  (72)
Interest received  374,649 699,561

Net cash from operating activities  (106,044)  (99,783)

Cash flows from investing activities

Net change in investment securities  489,644  (510,229)
Acquisition of property and equipment  –  (7,671)

Net cash from investing activities  489,644  (517,900)

Increase (decrease) in cash  383,600  (617,683)
Cash (bank indebtedness) - beginning of year  (72,542) 545,141

Cash (bank indebtedness) - end of year $  311,058 $ (72,542)

Statements of Cash Flows

See accompanying notes to the financial statements.
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Notes to the Financial Statements
Years ended December 31, 2016 and 2015 

1. General information

Stabilization Central Credit Union of British Columbia (Stabilization 
Central) is domiciled in Canada with a registered office located at 
1441 Creekside Drive, Vancouver, British Columbia, V6J 4S7, Canada. 
Stabilization Central was incorporated under the Credit Union 
Incorporation Act (British Columbia) and designated as a stabilization 
authority under the Financial Institutions Act (British Columbia).

The purpose of Stabilization Central is to strengthen credit unions 
in British Columbia, which are also required to be members of 
Stabilization Central. Stabilization Central accomplishes this through the 
following two programs:

a. Stabilization Fund

Stabilization Central develops programs to promote credit unions’ 
self-discipline, monitors credit unions for emerging risks, and works 
co-operatively with credit unions to ensure appropriate corrective 
actions are taken if weaknesses are identified. Stabilization Central 
may assume, by delegation from the Financial Institutions Commission 
of British Columbia (FICOM), responsibility for the supervision of 
credit unions and may also provide management resources to act 
as the administrator of a credit union. Stabilization Central maintains 
the Stabilization Fund to provide or arrange stabilization and other 
assistance for member credit unions that encounter problems, 
including financial assistance for deposit protection purposes. 
Operations are financed by earnings on Stabilization Fund’s equity 
and member assessments, if required.

Since January 1, 2015, Stabilization Central has entered into a Credit 
Union Financial Assistance Agreement (CUFAA) with the Credit 
Union Deposit Insurance Corporation of British Columbia (CUDIC) 
and FICOM. The terms of this agreement require that Stabilization 
Central shall maintain a fund of at least $30.0 million for British 
Columbia credit unions’ stabilization and deposit insurance purposes 
(Committed Fund). Details of CUFAA agreement are provided in  
Note 11(b).

Stabilization Central shall meet with CUDIC and FICOM annually to 
review the terms of CUFAA. The initial term of this agreement is of five 
years and shall automatically extend at the end of the initial term.  

b. Master Bond Fund

The Master Bond Fund provides bonding protection for all credit 
unions in British Columbia and their subsidiaries. Master Bond Fund 
self-insures against smaller risks and obtains insurance against larger 
risks. Stabilization Central assumes 100% of the risk for the first $1.0 
million of individual credit union losses, less any applicable credit union 
deductible, to a maximum annual aggregate assumed loss of $5.0 
million. Stabilization Central maintains the Master Bond Fund to settle 
claims within the retained limits. A contract with an insurance company 
insures against individual losses in excess of $1.0 million up to a single 
loss limit of $60.0 million and an aggregate annual loss limit of $120.0 
million. Operations are financed by risk based member assessments 
and by earnings on Master Bond Fund’s equity.

Stabilization Central has entered into a service agreement with Central 1 
Credit Union (Central 1) to provide claims administration services to 
assist in carrying out the mandate of the Master Bond Fund.

2. Basis of Presentation

a. Statement of compliance

These Financial Statements have been prepared in accordance with 
International Financial Reporting Standards (IFRS) as issued by the 
International Accounting Standards Board (IASB).

The policies set out below have been consistently applied to all the 
periods presented in the Financial Statements.

The Financial Statements were authorized for issue by the Board of 
Directors on April 13, 2017.
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b. Basis of measurement

The Financial Statements have been prepared on the historical cost 
basis except for the financial assets classified as available-for-sale 
which are measured at fair value. 

c. Functional and presentation currency

These Financial Statements are presented in Canadian dollars, which 
is Stabilization Central’s functional currency.

d. Use of estimates and judgments

In preparing the Financial Statements in accordance with IFRS, 
management must exercise judgements and make estimates and 
assumptions that affect the application of accounting policies and 
the carrying amounts of assets and liabilities, net income and related 
disclosures. The most significant areas for which management must 
make subjective or complex estimation and judgements include 
financial instruments measured at fair value, provision for master 
bond claims, and income taxes. Actual results may differ materially 
from those estimates. 

Estimates and underlying assumptions are reviewed on an ongoing 
basis. Revisions to accounting estimates are recognized in the year 
in which the estimate is revised and in any future years affected.  

3. Accounting policies

The significant accounting policies used in the preparation of these 
financial statements are summarized below.

a. Financial assets and liabilities

Recognition
Stabilization Central initially recognizes financial assets on the date 
on which they are acquired and recognizes financial liabilities on the 
date on which they are issued. Regular way purchases and sales of 
financial assets are recognized on the settlement date. A financial 
asset or liability is measured initially at fair value plus, for an item not 
at fair value through profit or loss (FVTPL), transaction costs that are 
directly attributable to its acquisition or issuance.  

Classification
All financial assets and liabilities must be classified based on their 
characteristics, management’s intention, or management’s choice 
of category in certain circumstances. When initially recognized, all 
financial assets are classified as either FVTPL, available-for-sale, loans 
and receivables or held-to-maturity, while all financial liabilities are 
classified as either FVTPL or as other financial liabilities measured at 
amortized cost.  

Classification of Stabilization Central’s financial assets and liabilities 
are described in Notes 3(b) to 3(d).

Derecognition
Stabilization Central derecognizes a financial asset when the 
contractual rights to the cash flows for the financial asset expire, 
or when it transfers the right to receive the contractual cash flows 
in a transaction in which substantially all the risks and rewards of 
ownership of the financial assets are transferred. When Stabilization 
Central neither transfers nor retains substantially all the risks and 
rewards of ownership related to a financial asset, it derecognizes 
the financial asset that it no longer controls. In transactions which 
Stabilization Central neither retains nor transfers substantially all the 
risks and rewards of ownership of a financial asset but it retains control 
over the asset, Stabilization Central continues to recognize the asset 
to the extent of its continuing involvement in that asset, determined 
by the extent to which it is exposed to changes in the value of the 
transferred asset. Any rights and obligations retained following the 
asset transfer are recognized as a separate asset or liability in the 
Statement of Financial Position.

On derecognition of a financial asset, the difference between the 
carrying value of the asset and the sum of the consideration received 
and any cumulative gain or loss that has been recognized in other 
comprehensive income (OCI) is recognized as profit or loss. 

Stabilization Central derecognizes a financial liability when its 
contractual obligations are discharged, cancelled or expired.
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Identification and measurement of impairment
At each reporting date, Stabilization Central assesses whether there 
is objective evidence that financial assets not carried at fair value 
through profit or loss are impaired. Stabilization Central considers 
various factors in the impairment evaluation process, including, but 
not limited to, significant financial difficulty of the borrower or issuer, 
default or delinquency in payments of interest or principal, and the 
disappearance of an active market for the security. It may also include 
other observable data related to a group of assets such as adverse 
changes in the payment status of borrowers or issuers in the group or 
the economic conditions affecting the industry or region, and a decline 
in fair value not related to interest rates. 

A financial asset or group of financial assets is deemed to be impaired 
when there is no longer reasonable assurance of timely collection 
of the full amount of the principal and interest due. For the financial 
assets classified as available-for-sale and FVTPL, a significant or 
prolonged decline in the fair value of the security below its costs is 
objective evidence of impairment, resulting in the recognition of an 
impairment loss.

When a subsequent event causes the amount of impairment loss to 
decrease, the decrease in impairment loss is reversed through other 
comprehensive income or profit or loss. 

b. Cash / bank indebtedness

Cash / bank indebtedness comprises the balance held with or owed 
to Central 1, and is carried at amortized cost in the Statements of 
Financial Position.

c. Investment securities

Investment securities are classified as available-for-sale and are 
measured at fair value at each reporting date. Fair value changes 
are recognized, net of applicable income taxes, in the Statements of 
Comprehensive Income until the investments are sold or impaired, 
whereupon the cumulative gains and losses previously recognized 
in OCI are reclassified to profit or loss as a reclassification adjustment. 
Interest income on available-for-sale assets included in the Statements 
of Profit is determined using the effective interest rate method.

d. Accounts payable and accrued liabilities

Accounts payable and accrued liabilities are classified as other 
financial liabilities. They are recognized initially at fair value along 
with any directly attributable transaction costs. Subsequent to initial 
recognition, these financial liabilities are measured at amortized cost 
using the effective interest rate method.

e. Property and equipment

Property and equipment are measured at cost less accumulated 
depreciation and accumulated impairment losses. Cost includes 
expenditures that are directly attributable to the acquisition of the 
asset. Depreciation is recognized in profit or loss on a straight-
line basis over the estimated useful lives of each part of an item of 
property and equipment since this most closely reflects the pattern 
of consumption of future economic benefits embodied in the asset. 
The gain or loss on disposal of an item of property and equipment 
is determined by comparing the proceeds from disposal with the 
carrying amount of the item of property and equipment and is 
recognized net within other income in the Statements of Profit.  

The estimated useful lives for the current and comparative years of 
significant items of property and equipment are as follows:

Furniture, fixtures and equipment  3 to 10 years
Leaseholds      Lesser of the useful life of the 

leaseholds or the term of the 
lease

Depreciation methods, useful lives and residual values are reassessed 
at the end of each reporting period and adjusted if appropriate.   

f. Leases

Stabilization Central has entered into lease agreements for its premises 
with Central 1. These lease agreements are accounted for as operating 
leases as they do not transfer substantially all the risks and benefits 
incidental to ownership of the leased property. Payments made under 
operating leases are recognized in the Statements of Profit on a 
straight-line basis over the term of the lease. Lease incentives received 
are recognized as an integral part of the total lease expense, over the 
term of the lease.
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g. Insurance contracts

Insurance contracts are those contracts that transfer significant 
insurance risk at the inception of the contract. Insurance risk is 
transferred when one party agrees to compensate another party 
(the policyholder) if a specified uncertain future event (other than a 
change in a financial variable) adversely affects the policyholder. 

Insurance risk is significant, if and only if, an insured event could 
cause Stabilization Central to pay significant additional benefits. In 
the absence of significant insurance risk, the contract is classified as 
an investment contract or a service contract. Investment contracts 
are those contracts that transfer significant financial risk which is the 
risk of a possible future change in one or more of a specified interest 
rate, financial instrument price, commodity price, foreign exchange 
rate, index of price, credit rating or index or other variable, provided 
in the case of a non-financial variable that the variable is not specific 
to a party to the contract. Stabilization Central has not classified any 
contracts as investment contracts or service contracts.

When significant insurance risk exists, the contract is accounted 
for as an insurance contract in accordance with IFRS 4, Insurance 
Contracts. Contracts that may be considered investment contracts 
and/or service contracts will follow the measurement principles in 
IAS 39, Financial Instruments. 

Stabilization Central, through its participation in the Master Bond 
program, self-insures against certain risks which meet the definition 
of insurance risk. As such, the underlying contractual agreements 
are accounted for as insurance contracts.

h. Provision for master bond claims

The provision for master bond claims includes an estimate of the 
costs of investigating and settling claims discovered prior to the 
reporting date, based on a detailed review of claim files and on claims 
settlement experience. The provision is determined by discounting 
the expected discounted cash flows at a pre-tax rate that reflects the 
current market assessments of the time value of money and, where 
appropriate, the risks specific to the liability. Differences between the 
estimated cost and subsequent settlement of claims are recognized in 

the Statement of Profit in the year in which they are settled or in which 
the provision for claims outstanding is re-estimated.

i. Income taxes

Income tax expense comprises current and deferred taxes. Current and 
deferred taxes are recognized in profit or loss except to the extent that 
it relates to items recognized directly in equity or in OCI.  

Current tax
Current tax is the enacted tax payable or receivable on the taxable 
income or loss for the year, using tax rates enacted or substantively 
enacted at the reporting date, and any adjustment to taxable payable in 
respect of previous years. 

Deferred tax
Deferred tax is recognized in respect of temporary differences between 
the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes. Deferred tax 
assets are recognized for all deductible temporary differences, carry 
forward of unused tax credits and unused tax losses, to the extent that 
it is probable that future taxable benefit will be available against which 
the deductible temporary differences can be utilized. 

Deferred tax liabilities are recognized for all taxable temporary 
differences except when the deferred tax liability arises from the initial 
recognition of an asset or liability in a transaction that is not a business 
combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss. 

Deferred tax assets and liabilities are measured at the tax rates that are 
expected to be applied to the temporary differences when they reverse, 
based on the laws that have been enacted or substantively by the 
reporting date. 

Deferred tax is measured at the tax rates that are expected to be 
applied to the temporary differences when they reverse, based on the 
laws that have been enacted or substantively enacted by the reporting 
date. Deferred tax assets and liabilities are offset if:

• there is a legally enforceable right to offset current tax liabilities 
against current tax assets;
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• they relate to income taxes levied by the same tax authority on 
the same taxable entity; or

• they relate to income taxes levied by the same tax authority 
on different tax entities, but they intend to settle current tax 
liabilities and assets on a net basis or their tax assets and 
liabilities will be realized simultaneously.  

Deferred tax assets are reviewed at each reporting date and are 
reduced to the extent that it is no longer probable that the related tax 
benefit will be realized.

j. Revenue recognition

Assessments
Assessments are received from member credit unions and are 
generally recognized as revenue on a straight-line basis over the term 
of the assessment period.  

Financial income
Interest income and pooled fund distributions are recognized when 
earned, collectible and the amount can be reasonably estimated. 
Interest income presented in the Statements of Profit includes interest 
on available-for-sale assets measured at fair value.

Gains on disposal of financial instruments recorded in the Statements 
of Profit include gains from disposal of available-for-sale securities. 
They are calculated as the difference between the net sales proceeds 
and the original or amortized costs and are recorded on occurrence 
of the sale transaction. To the extent these have previously been 
recognized in OCI, they are transferred from there to profit and loss. 

k. Post-employment benefits

Stabilization Central is a participating member of the B.C. Credit 
Union Employees’ Pension Plan (the Plan), a multi-employer defined 
benefit plan in which plan assets and liabilities are pooled and actuary 
does not determine an individual employer’s own unfunded liability. 
Each member credit union is exposed to the actuarial risks of the 
other employers with the result that, in management’s opinion, there 
is no reasonable way to allocate any defined benefit obligations. The 
Plan is therefore accounted for on a defined contribution basis.

4.  New standards and interpretations  
not yet adopted

IFRS 9 – Financial Instruments

In July 2014, International Accounting Standards Board (IASB) issued 
the complete version of IFRS 9, Financial Instruments, which will 
replace IAS 39, Financial Instruments: Recognition and Measurement. 
The requirements of IFRS 9 represent a significant change from the 
existing requirements of IAS 39.

Under IFRS 9, financial assets that are currently in the scope of IAS 39 
will be classified as amortized cost, fair value through profit or loss, or 
fair value through other comprehensive income based on our business 
model for managing assets and the nature of the cash flows of the 
asset. These categories replace the existing IAS 39 classifications of 
available-for-sale, held-to-maturity and loans and receivables. For 
financial liabilities, IFRS 9 includes the pre-existing requirements for 
classification and measurement in IAS 39, except for the recognition 
of changes in the fair value of an entity’s own credit risk to be 
recognized in other comprehensive income rather than in profit or loss.

For equity instruments that are not held for trading, the standard 
permits an irrevocable election, on initial recognition, to present all fair 
value changes from the investment in other comprehensive income. 
No amounts recognized in other comprehensive income would ever 
be reclassified to profit or loss at a later date.

IFRS 9 also replaces the 'incurred loss' model in IAS 39 with an 
'expected credit loss' model for calculating impairment on financial 
assets. A loss event will no longer need to occur before an impairment 
allowance is recognized. This is expected to result in earlier 
recognition of credit losses. 

IFRS 9 has a mandatory effective date for annual periods beginning 
on or after January 1, 2018, with early adoption permitted. The 
standard may be adopted retrospectively or as of the application date 
by adjusting retained earnings at that date. Stabilization Central is not 
able to determine the impact of IFRS 9 on its Financial Statements at 
this time.
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Central 1 has been managing the adoption of IFRS 9 for Stabilization 
Central. Central 1’s Steering Committee is overseeing the overall 
implementation of IFRS 9 and approves key decisions made during 
the transition process. Central 1’s Steering Committee will continue 
to monitor and revisit the preliminary conclusions to identify further 
financial implications.

IFRS 16 – Leases

In January 2016, the IASB issued IFRS 16, Leases, which will replace 
IAS 17, Leases, and related interpretations. IFRS 16 eliminates the 
classification of leases as either operating leases or finance leases 
as is required by IAS 17 and, instead, introduces a single lessee 
accounting model. Applying that model, a lessee is required to 
recognize assets and liabilities for all leases with a term of more than 
12 months, unless the underlying asset is of low value. The lease 
expense recognized on the income statement will include depreciation 
of lease assets and interest on lease liabilities. IFRS 16 substantially 
carries forward the lessor accounting requirements in IAS 17 and,  
as a result, lessors continue to classify leases as finance and 
operating leases.

IFRS 16 has a mandatory effective date for annual periods beginning 
on or after January 1, 2019, with early adoption permitted after the 
adoption of IFRS 15. The standard may be adopted retrospectively 
by applying the new lease definition to all contracts, or as of the 
application date by adjusting the retained earnings at that date 
and applying the new definition only to new contracts. Stabilization 
Central is not able to determine the impact of IFRS 16 on its Financial 
Statements at this time.

IFRS 17 – Insurance Contracts (formerly IFRS 4)

The IASB’s replacement for IFRS 4, Insurance Contracts, is 
approaching its final stages of development. The IASB has tentatively 
agreed on the detailed and complex presentation and disclosure 
requirements of the forthcoming insurance contracts standard, IFRS 
4 Phase II which will become IFRS 17. A final standard is expected to 
be published in the first half of 2017. Changes under IFRS 17 include:

• the use of the simplified premium allocation approach to 
measure the liability for remaining coverage for short-duration 
and certain long-duration insurance contracts, depending upon 
the expected variability of cash flows in the pre-claims period;

• the use of the building block approach to measure the liability 
for incurred claims and onerous contracts, with practical 
expedients available relating to the time value of money;

• the measurement and presentation of acquisition costs as well 
as the presentation of insurance contract revenue and interest 
expense relating to insurance contract liabilities; and

• the presentation and disclosure requirements, which includes a 
reconciliation of the opening balances to the closing balances 
of the liability for remaining coverage, liability for remaining 
coverage attributable to amounts immediately recognized in 
profit or loss, and liability for incurred claims.

IFRS 17 has a mandatory effective date for annual periods beginning 
on or after January 1, 2021, provided the standard is issued in 
2017. Early adoption is also expected to be allowed provided IFRS 
9, Financial Instruments, is applied at the same time. Stabilization 
Central is not able to determine the impact of IFRS 17 on its financial 
statements at this time.

5. Related party transactions

a. Transactions with key management personnel

Key management personnel are defined as those persons having 
authority and responsibility for planning, directing and controlling the 
activities of Stabilization Central. The amount of total compensation 
paid to the key management personnel during 2016 was $571,271 
(December 31, 2015 - $563,814). 

The fees paid to the Board of Directors was $82,800 for the year 
ended December 31, 2016 (December 31, 2015 - $82,800).

b. Other related party transactions

Central 1 provides services to Stabilization Central, including 
premises rental, the administration of claims for the Master Bond 
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Fund, accounting services, human resources services and information system management services under various contractual agreements. The total 
amounts paid to Central 1 under these agreements during the year was $453,365 (December 31, 2015 - $633,540).

Included in accounts payable and accrued liabilities at December 31, 2016 is $11,960 (December 31, 2015 - $127,021), payable to Central 1. 

Cash / bank indebtedness balances are held with or owed to Central 1. 

6. Investment Securities

Costs 

Cost of investment securities classified as available-for-sale is as follows: 

Dec 31 2016 Dec 31 2015

Bonds:
Government of Canada $ – $  11,231,031
Provincial and municipal – 13,165,741

Total amortized cost _ 24,396,772
Pooled bond funds 30,967,329 16,846,987
Pooled equity funds  14,302,327 4,284,201
Pooled money market funds  2,120,275 –

Total $ 47,389,931 $ 45,527,960

Fair value

Fair value of investment securities classified as available-for-sale is as follows:

Dec 31 2016 Dec 31 2015

Bonds $ – $ 24,688,238
Pooled bond funds 30,283,430  16,795,389 
Pooled equity funds 15,070,760  5,529,550 
Pooled money market funds 2,119,468 –

Fair Value $ 47,473,658 $ 47,013,177
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7. Property and Equipment

Furniture 
and 

Fixtures
Equipment

Leasehold 
Improvements

Total

Cost
Balance at Jan 1 2016 and Dec 31 2016 $ 39,498 $ 58,603 $ 106,717 $ 204,818

Balance at Jan 1 2015 $ 39,498 $ 50,932 $ 106,717 $ 197,147
Acquisition – 7,671  – 7,671
Balance at Dec 31 2015 $ 39,498 $ 58,603 $ 106,717 $ 204,818

Depreciation
Balance at Jan 1 2016 $ 24,316 $ 52,806 $ 84,343 $ 161,465
Depreciation 3,950 2,908 11,594 18,452
Balance at Dec 31 2016 $ 28,266 $ 55,714 $ 95,937 $ 179,917

Balance at Jan 1 2015 $ 20,366 $ 49,571 $ 72,749 $ 142,686
Depreciation 3,950 3,235 11,594 18,779
Balance at Dec 31 2015 $ 24,316 $ 52,806 $ 84,343 $ 161,465

Carrying Value
Balance at Dec 31 2016 $ 11,232 $ 2,889 $ 10,780 $ 24,901
Balance at Dec 31 2015 $ 15,182 $ 5,797 $ 22,374 $ 43,353

8. Income Tax

a. Income tax expense

Stabilization Central is a deposit insurance corporation for income tax purposes, and pays income taxes on its taxable income at the applicable tax 
rate. Income for tax purposes excludes Stabilization Fund and Master Bond Fund assessments made against its member credit unions as well as 
related financial assistance given to or paid on behalf of member credit unions. 
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The current income tax expense was $nil for the year ended December 31, 2016 (December 31, 2015 – $nil).

Dec 31 2016 Dec 31 2015

Deferred income tax expense reported in Profit for the year $ 189,620 $ 191,655
Deferred income tax recovery reported in Other comprehensive loss for the year ( 189,620) (191,655)

Deferred income tax expense in comprehensive income (loss) $ – $ –

b. Deferred tax assets and liabilities

Deferred tax assets and liabilities consist of the following temporary differences:

Dec 31 2016 Dec 31 2015

Deferred tax assets - losses carried forward $ 10,884 $ 200,504

Deferred tax liabilities - financial instruments $ (10,884) $ (200,504)

Deferred tax assets related to non-capital losses carried forward of $970,599 (December 31, 2015 - $883,282) were not recognized as it is not 
probable that these losses will be utilized by Stabilization Central in the foreseeable future. The $970,599 of losses will expire as follows:

Year Amount

2027 $ 33,631
2028  7,731
2029 89,997
2030 103,854
2031  121,442 
2032  45,056 
2033  323,522 
2034  186,156 
2035 59,210 

$ 970,599
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c. Effective income tax

Dec 31 2016 Dec 31 2015

Income taxes otherwise payable based on reported profit using the statutory rate of 13.0% (2015 - 13.5%) $ 300,259 $ 136,765
Adjustments for effect of:

Assessments to members excluded from income for tax purposes (196,498)  (194,840)
Assistance to members expense 105,028  40,874 
Non-taxable trading gain and dividend income (166,209)  (48,679)
Change in allowance against unused tax losses 144,500  255,677 
Other 2,540  1,858 

Income tax expense $ 189,620 $ 191,655

9. Provision for Master Bond Claims

Changes in provision for master bond claims are as follows:  

Dec 31 2016 Dec 31 2015

Provision balance, beginning of year $ 277,204 $ 107,535
Add: claims reported during the year 807,911 302,768
Less: claims paid during the year (789,107) (133,099)

Provision balance, end of year $ 296,008 $ 277,204

10. Share Capital

a. Authorized:
Stabilization Central may issue an unlimited number of Class A voting shares at par value of $1. Class A shares are held by member credit unions 
only, with each member’s shareholding based on its consolidated assets. Class A voting rights are based on the number of members of individual 
credit union and not the number of Stabilization Central shares held. 

Stabilization Central may issue an unlimited number of Class B non-voting shares at par value of $1. 
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b. Issued:

Dec 31 2016 Dec 31 2015

32,301 Class A shares  
(2015 - 32,301)

$ 32,301 $ 32,301

10,272 Class B shares  
(2015 - 10,272)

10,272 10,272

$ 42,573 $ 42,573

11. Commitments

a. Lease commitments

Stabilization Central leases premises, owned by Central 1, with the 
lease extending until December 31, 2017. Future minimum operating 
lease commitments are as follows: 

Dec 31 2016 Dec 31 2015

Not later than one year $ 66,240 $ 66,240
More than one year – 66,240

$ 66,240 $ 132,480

Total lease payments, including operating costs, charged to the 
Statements of Profit for the year ended December 31, 2016 were 
$66,240 (December 31, 2015 - $57,739).

b. CUFAA agreement

During the term of CUFAA agreement (Note 1(a)) Stabilization Central 
shall replenish the Committed Fund to $30.0 million within 90 days 
if at any time the Committed Fund decreases to a level below $30.0 
million as a result of payment on the deposit insurance guarantee 
or provision of financial assistance to credit unions. However, if the 
proposed payment is in excess of $30.0 million, Stabilization  
Central’s liability under this agreement shall be limited in the 
aggregate to $30.0 million.

Stabilization Central is required to report the status of the Committed 
Fund at least annually and otherwise as requested by either FICOM or 
CUDIC from time to time.

12.  Master Bond Claims Administration Expense 
Reclassification

Master Bond Fund administration fee is presented in a lump sum 
amount under Direct costs in Statement of Profit for the year ended 
December 31, 2016. Prior year comparative results are reclassified to 
conform to the current year presentation.

13. Post-employment Benefits

Every three years, an actuarial valuation is performed to assess the 
financial position of the multi-employer plan, the adequacy of the 
funding level, and to determine the present value of accrued pension 
benefits and recommended plan contributions based on projections 
of the employees’ average compensation levels at retirement. The 
most recent actuarial valuation for the multi-employer plan, which 
was conducted as at December 31, 2015, indicated a going concern 
unfunded liability in the 1.75% Division of $25.1 million (December 
31, 2012 - $32.3 million) and a solvency deficiency of $123.0 
million (December 31, 2012 - $129.9 million). The deficit is targeted 
to be financed over time through increased contributions. The 
recommended minimum required employer contributions to the 1.75% 
Division increased from 14.8% as of October 1, 2013 to 15.05% 
effective January 1, 2017.

As this is a multi-employer plan, the assets and liabilities are pooled 
and the actuary does not determine an individual employer’s own 
unfunded liability. It is not possible to determine the portion of the 
deficit related to Stabilization Central.

The next actuarial valuation for the multi-employer plan should 
be performed no later than as at December 31, 2018 with results 
available in 2019.
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During the year ended December 31, 2016, Stabilization Central made 
contributions to the Plan in respect of its employees totaling $57,930 
(December 31, 2015 - $57,794), which represent less than 0.2% 
(December 31, 2015 – less than 0.2%) of total annual contributions 
to the Plan. Such contributions are included in salaries and benefits 
expense in the Statements of Profit.

14. Capital Management

Stabilization Central’s management seeks to maintain a capital 
adequate to support its stabilization activities through return on its 
investment portfolio, rather than by member assessments. 

In order to support the activities of the Master Bond Fund, 
management seeks to maintain a capital in the form of share capital, 
contributed surplus, retained earnings, and accumulated OCI at an 
appropriate level. Stabilization Central relies on a combination of 
member assessments and investment returns on assets attributable 
to Master Bond Fund to offset the insurance and operating expenses, 
and over the medium term, to provide for the growth of members’ 
equity at a rate commensurate with the long-term requirements of 
Master Bond Fund.

15. Financial Instruments – Fair Value

Certain financial instruments are recognized in the Statements 
of Financial Position at fair value, including investment securities 
classified as available-for-sale. The fair value of a financial instrument 
is the price that would be received to sell an asset, or paid to transfer 
a liability, in an orderly transaction between market participants which 
takes place in the principal (or most advantageous) market at the 
measurement date under current market conditions. The fair value of 
financial instruments is best evidenced by unadjusted quoted prices 
in active markets. When there is no quoted price in an active market, 
valuation techniques which maximize the use of relevant observable 
inputs and minimize the use of unobservable inputs are used to derive 
the fair value.

Financial instruments are recorded at fair value upon initial recognition, 
which is normally equal to the fair value of the consideration given 
or received. Where financial instruments are measured at fair value 
subsequent to initial recognition, fair value is determined as described 
above. The use of valuation techniques to determine the fair value of a 
financial instrument requires management to make assumptions such 
as the amount and timing of future cash flows, discount rates and use 
of appropriate benchmarks and spreads.

Investment securities are reflected at fair value on the Statements of 
Financial Position. For all other financial assets and financial liabilities, 
the carrying amounts approximate fair value due to the immediate or 
short-term nature of these balances. 

Stabilization Central measures fair value using the following hierarchy 
that reflects the significance of the inputs used in making the 
measurements:

Level 1 – Inputs that are quoted market price (unadjusted) in an active 
market for an identical instrument.

Level 2 – Inputs other than quoted prices included within Level 1 that 
are observable, either directly or indirectly. This category includes 
instruments valued using: quoted market prices in active markets for 
similar instruments; quoted prices for identical or similar instruments 
in markets that are considered less than active; or other valuation 
techniques where all significant inputs are directly or indirectly 
observable from market data. 

Level 3 – Inputs that are unobservable. This category includes all 
instruments where the valuation technique includes inputs not based 
on observable data and the unobservable inputs have a significant 
effect on the instruments’ valuation. This category includes instruments 
that are valued based on quoted prices for similar instruments where 
significant unobservable adjustments or assumptions are required to 
reflect the differences between the instruments.

The fair value of all financial instruments recognized at fair value on the 
Statements of Financial Position or otherwise disclosed is determined 
by the use of Level 1 inputs in the fair value hierarchy as at December 
31, 2016 (December 31, 2015 – Level 2). The fair value of other assets 
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and liabilities, which are carried at amortized cost in the financial statements, are also based on Level 2 inputs as while prices are available,  
the instruments are not traded in an active market.

Transfers into and out of Level 1, 2, and 3 occur when there are changes to the relevant inputs which are consistent with the characteristics of the 
asset or liability. During the year 2016, Stabilization Central transferred all investment securities from Level 2 to Level 1. There were no transfers into 
and out of Level 1, 2, and 3 for the year ended December 31, 2015.

As of Dec 31, 2016 Level 1 Level 2 Level 3 Fair Value

Pooled bond funds $ 30,283,430 $ – $ – $ 30,283,430 
Pooled equity funds 15,070,760 – – 15,070,760
Pooled money market funds  2,119,468 – –  2,119,468

Total $ 47,473,658 $ – $ – $ 47,473,658

As of Dec 31, 2015 Level 1 Level 2 Level 3 Fair Value

Bonds $ – $ 24,688,238 $ – $ 24,688,238
Pooled bond funds – 16,795,389 – 16,795,389
Pooled equity funds – 5,529,550 – 5,529,550

Total $ – $ 47,013,177 $ – $ 47,013,177

16. Risk Management

The nature of Stabilization Central’s holdings of financial instruments exposes Stabilization Central to credit, liquidity, and market risk.

a.  Insurance risk

The principle risk Stabilization Central faces under insurance contracts is that the actual claims and benefit payments or the timing thereof, differ 
from expectations. This is influenced by the size and complexity of member credit unions and the location of the properties insured. Therefore, the 
objective of Stabilization Central is to ensure sufficient capital is available to meet its obligations arising from future claim payments.

Stabilization Central manages its insurance risk exposure through imposing underwriting limits and deductibles as described in Note 1, using 
another insurance company as the excess insurer, and regular review of actual claim experience and product pricing.
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The insurance risk of the programs that Stabilization Central offers 
vary and separate limits have been established for each program as 
described in Note 1. The carrying amounts of the provisions for each 
program are disclosed in Note 9.

Due to the short-tail nature of claims settlement, Stabilization Central 
is not exposed to significant insurance risk.

b.  Credit risk

Credit risk is the risk of loss or opportunity cost resulting from the 
default or failure of a borrower, endorser, guarantor, or issuer to fulfil 
their financial obligations as they come due. Stabilization Central’s key 
exposure to credit risk is the fair value of the instruments as discussed 
in Note 6. Stabilization Central has engaged professional investment 
managers to manage its investment portfolio in accordance with 
Stabilization Central’s Investment Policy, which is subject to annual 
review by the Board of Directors.

Stabilization Central’s Investment Policy specifies the amount that 
may be invested in approved asset classes, and provides restrictions 
on the credit quality of each issuer of securities that may be acquired.

c.  Liquidity risk

Liquidity risk is the risk of financial loss that Stabilization Central 
is unable to generate sufficient cash or its equivalent in a timely 
and cost-effective manner to meet its obligations as they come 
due. As the provider of bonding protection for credit unions under 
the Master Bond Fund, Stabilization Central is required to ensure 
that it has adequate funds available to settle claims as they come 
due. Stabilization Central monitors its financial obligations closely 
and maintains a significant proportion of its investment portfolio in 
highly liquid pooled funds, which may be liquidated to meet these 
obligations if required.

Stabilization Central’s financial liabilities are normally settled within 
three months of the year-end. 

d.  Market risk

Interest rate risk
Interest rate risk is the risk that fair value or future cash flows of a 
financial instrument will fluctuate because of changes in market 
interest rates. Stabilization Central reviews the impact of an increase 
or decrease in interest rates of 100 basis points on its total equity 
on an annual basis. As at December 31, 2016, Stabilization Central 
invests in pooled funds, thus is not exposed to significant interest rate 
risk. As at December 31, 2015, an immediate and sustained 100 basis 
points shift in interest rates would result in a change of less than 5% 
of total equity amount. 

Currency risk
Currency risk is the risk that the fair value or future cash flows of 
a financial instrument will fluctuate because of changes in foreign 
exchange rates. As at December 31, 2016 and 2015, Stabilization 
Central primarily invests in pooled funds denominated in Canadian 
dollars.  Accordingly, Stabilization Central is not exposed to significant 
currency risk.

Other price risk
Other price risk is the risk that the fair value or future cash flows of 
a financial instrument will fluctuate as a result of changes in market 
prices (other than those arising from interest rate or currency risk), 
whether those changes are caused by factors specific to the individual 
financial instrument or its issuer, or factors affecting all similar financial 
instruments traded in the market.  As at December 31, 2016, had 
the fair value of the Stabilization Central’s publicly listed investments 
increased or decreased by 10%, with all other factors remaining 
constant, Stabilization Central’s net assets attributable to holders 
of non-redeemable shares would have increased or decreased by 
approximately $4,747,366 (December 31, 2015 - $2,232,494). In 
practice, actual results may differ from this sensitivity analysis and the 
difference could be material.
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As at December 31, 2016 and 2015

          Year 2016       Year 2015

Stabilization Fund Master Bond Fund Total Total

(Note)
Assets

Investment securities $ 43,597,350 $ 3,876,308 $ 47,473,658 $ 47,013,177 

Other (1,674,467) 2,063,569 389,102 289,179 

$ 41,922,883 5,939,877 47,862,760 47,302,356 

Liabilities and equity
Liabilities $ 183,573 $ 329,887 $ 513,460 $ 861,249 
Equity 41,739,310 5,609,990 47,349,300 46,441,107 

$ 41,922,883 $ 5,939,877 $ 47,862,760 $ 47,302,356 

Financial and other income $ 3,711,503 $ 1,781,576 $  5,493,079 $  3,845,877 

Direct Costs

Claims Paid - 789,107 789,107 133,099 

Increase in provision for master bond claims - 18,804 18,804 169,669 

Insurance and brokerage - 623,249 623,249 579,127 

Master bond claims administration (Note) - 290,870 290,870 481,811 

1,722,030 1,722,030 1,363,706 

Operating expenses

Salaries and benefits 647,511  - 647,511  649,252 

Professional services  184,635    34,112  218,747 168,318 

Investment advisory fee    101,151    6,986  108,137 151,994 

Office and occupancy   105,143  -  105,143  112,593 

Travel and meetings    81,315    4,902 86,217 96,546 

Subcontract fees   83,160   - 83,160  147,652 

Directors remuneration   74,851    7,949  82,800 82,800 

Corporate projects    65,629  336  65,965 11,303 

Data processing and systems development   31,850  -  31,850  42,534 

Other   25,654   6,183 31,837  6,107 

1,400,899 60,468 1,461,367 1,469,099 

Profit (loss) before income taxes $ 2,310,604 $ (922) $ 2,309,682 $  1,013,072

Summarized Statements of Financial Position and Profit (Unaudited)

Note: As per management's request, Master bond claims administration fee is presented in a lump sum amount under Direct costs in Statement of 
Profit for the year ended December 31, 2016. Prior year comparative results are reclassified to conform to the current year presentation.


