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We are proud to celebrate our 30th year 
of supporting British Columbia credit 
unions. Stabilization Central is unique in 
Canada and unlike all other provincial 
jurisdictions we have the distinct advantage 
of having a stabilization authority that can 
provide proactive assistance to credit 
unions before regulatory intervention 

occurs. Further, knowing that Stabilization Central’s support is available 
enhances confidence in our system.  Stabilization Central continues to 
work collaboratively with credit unions, regulators, and all stakeholders 
to deliver on our mandate of ensuring a strong, sustainable credit union 
system.  By working together collaboratively and cooperatively, we can 
achieve this mission!

During this past year, the Board of Directors and management have 
reaffirmed our commitment to our five-year strategic plan. Our strategic 
plan focuses on three critical pillars: Engage, Support and Create. Our 
commitment is to continue to “Engage” credit unions and stakeholders 
in open dialogue for the betterment of one another, underpinned by trust 
and open communication. “Support” for BC credit unions has been the 
cornerstone of the work completed by Stabilization Central since our 
inception 30 years ago. Working together is critical to building a resilient 
credit union system. Finally, “Create” is the pursuit of creating value for 
all credit unions. We believe it is incumbent upon Stabilization Central 
to continually seek ways to support all credit unions through innovative 
programs and services including the Master Bond Program. 

Our mandate and vision remain unwavering in our pursuit to enhance 
the risk profile and support for credit unions’ risk management practices 
with the goal to strengthen the sector in BC.

Over the past year our Board and committees have also worked to 
strengthen our own internal policies, practices and oversight within our 
organization.  The level and frequency of work was significant, and I 
would be remiss if I didn’t thank each of the committees and committee 
chairs and the board for their efforts this past year.  

The team at Stabilization Central continues to work to achieve greater 
collaboration and value creation for all BC credit unions. To our 
employees, thank you for your dedication and hard work. As a board 
we continually review ways to improve our monitoring and reporting to 
ensure we are adequately resourced to support credit unions. On behalf 
of the Board of Directors, we would like to thank all our stakeholders for 
your ongoing support and collaboration with Stabilization Central. We 
are optimistic about the future for credit unions in the province and the 
additional value we can bring to each of you.

Kelly Marshall
Chairperson, Board of Directors

Message from the Chairperson
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This year marks the 30th anniversary for 
Stabilization Central in providing critical 
support for BC credit unions. Stabilization 
Central was created in 1989 by the BC credit 
unions to collaborate with and support credit 
unions before regulatory intervention is 
necessary. Since Stabilization Central has 
been created, the Credit Union Deposit 
Insurance Corporation (“CUDIC”) has not 

incurred any losses or payouts to support credit unions in need, contrary 
to the experience prior to 1989. We are proud of the work and support that 
the staff and contractors of Stabilization Central have achieved with BC 
credit unions over the past 30 years. Stabilization Central has worked hard 
to engage with credit unions and key stakeholders to strengthen the credit 
unions by providing policies, insights and guidance wherever possible.

2019 was a strong year for financial returns on our portfolio as evidenced 
by our results. We continue to work closely with our financial advisors and 
our Board of Directors to ensure that resources are available to those BC 
credit unions that require them. During this past year we have relocated 
to new offices within the Vancouver financial district at no net incremental 
cost. We welcome you to visit us at our new offices if you are in Vancouver.

The Board has affirmed our strategic plan, clearly articulating our vision 
and mission for the future of Stabilization Central. The plan is structured 
into three pillars – Engage, Support and Create. Management is working 
closely with the Board of Directors to ensure that we deliver on our plan 
to ensure the long-term sustainability for the system. It has been a positive 

year of claims experience for the Master Bond Program. Online banking 
coverage continues to be the most significant portion of claims paid out 
to credit unions in support of their Members. Premiums have been held 
constant with the future of the program projected to be positive.

Following the successful launch of the Leadership Competencies 
Framework and the partnership with KWELA Leadership & Talent 
Management to deliver an affordable 360 feedback program, Stabilization 
Central collaborated in a pilot Director DNA program through CUSource 
with over 100 Directors participating in the evaluation and feedback. To 
further support Boards of Directors, Stabilization Central is partnering with 
Credit Union Executive Society (“CUES”) to bring the Certified Credit Union 
Director (“CCD”) certification for the first time to British Columbia. Forty 
Directors/CEOs and senior Leaders have registered for the program.

Stabilization Central is also proud to continue to be the primary financial 
sponsor of the BC Young Leaders for 2019. Working with the young 
leaders presents an opportunity to support the next generation of credit 
union leadership for British Columbia. Thank you to all credit unions 
and stakeholders for your continuing support and engagement with 
Stabilization Central as we collaborate to strengthen the BC credit union 
system.

Doug Eveneshen 
Chief Executive Officer

Message from the CEO
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30 years of 
Stability & 
Strength

Providing stability and strength 
to BC credit unions through 
rehabilitation and assisted 
mergers

Protecting reputation of the 
credit union system

No assessments since 2002

Stabilization Central remains 
an asset to the system 30 years 
after its formation

Organization continues to 
develop and be relevant today

Highlights

1989 – 2019   Supported 111 credit unions 

1991   Transitioned the Master Bond Program (MBP) administration to SCCU from the Credit 
Union Reserve Board

1995   Developed the Comparative Analysis Report (CAR) which continues to be used by 
credit unions today

1998 – 2000   Supported the development of an Earthquake Risk Exposure Model

2001   Developed the Statistical Analysis Report (STAR)

2003/2004   Led the development of the “Standards of Sound Business and Financial 
Practices – ERM version” for BC credit unions

2011   Supported the launch of the Solutions Centre 

2014   Conducted governance workshops for every credit union in the system following the 
release of FICOM’s Governance Guideline identifying areas for enhancing governance.

2015   Convened a taskforce to review and update the Standards of Sound Business and 
Financial Practices to reflect governance evolution – resulted in “The Principles of Good 
Governance” which is principles-based and utilizes a hybrid of Basel Guidelines and 
FICOM’s Governance Guideline

2015   Service delivery changes to the MBP resulted in significant reductions in the 
program’s administrative costs

2016   Purchased licensing agreements for portfolio of leadership competencies for 
BC credit unions 

2016   MBP increased its capacity to $120 million and online banking coverage was added 
at no additional cost to credit unions 

2016   Stabilization Central introduced a free portal to supply criminal record checks for all 
BC credit union employees and board members

2017   The MBP claims administration was brought in-house transitioning from Central 1 
resulting in increased efficiencies and lower costs

2018   Became the primary sponsor of the BC Young Leaders
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2019 Highlights

The BC credit union system saw many successes in 2019 and Stabilization 
Central was no different. Throughout the year, Stabilization Central 
provided value and continued to support BC credit unions. 

The launch of a new website helped provide critical documentation for 
the Master Bond Program, Principles of Good Governance and our Policy 
Library. These documents are foundational to the strength of credit unions 
and Stabilization Central is pleased to provide free access to these helpful 
resources. 

Stabilization Central is proud to be the primary sponsor of the BC Young 
Leaders (BCYL) for the second year in a row. The BC Young Leaders 
began as a grassroots initiative formed by a talented and ambitious group 
of eight young leaders from five credit unions across BC that shared a 
vision and common goal. Since its inception in 2015, the BCYL has grown 
to be over 530 members province-wide. The BC Young Leaders are the 
future of leadership within the BC credit union system and our support 
helps with skills development, networking and mentorship for these bright 
and driven individuals. 

Stabilization Central increased its proactive outreach and offering of 
voluntary services to credit unions in key areas such as Enterprise Risk 
Management (ERM), Business Continuity Plan (BCP), strategic planning and 
governance.

A strong focus for 2019 was strengthening the relationship with BCFSA 
including providing workshops to their staff on the Master Bond Program, 
commercial lending, as well as sharing monitoring processes. 

Stabilization Central partnered with the Canadian Credit Union Association 
(CCUA) to offer a Director DNA pilot program free of cost to 100 directors 
in the system.

In an effort to champion education in the system, Stabilization Central 
partnered with the Credit Union Executive Society (CUES) in November 
of 2019 to bring faculty from the Rotman School of Management to 
Vancouver to deliver the Certified Credit Union Director (CCD) program 
and designation to BC directors and management for the first time, at a 
reduced cost. 

The CEO Peer-to-Peer Mentoring Program saw continued success with  
4 new mentorship arrangements. Stabilization Central is proud to facilitate 
these connections that support credit union CEOs. These connections 
build strong relationships while fostering collaboration across the BC 
credit union system. 

A major highlight in 2019 was Stabilization Central’s move from the 
Central 1’s office building to the current office at 1095 West Pender Street. 
The move offered a more centralized and easily accessible location for 
members, stakeholders and regulators. The new location in downtown 
Vancouver has provided a public transit friendly commute to all staff and 
visitors.

The addition of our Senior Financial Analyst, Mikayla Gray Hubbard, has 
been a major success for Stabilization Central. Mikayla’s contributions in 
2019 were and continue to be integral to the administration of the Master 
Bond Program and support for Stabilization Central’s risk services.
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Mission Statement

To provide stability and strength to BC 
credit unions.

Vision

The vision for Stabilization Central Credit 
Union (SCCU) is to eliminate the need 
for regulatory intervention with any BC 
credit union.

We will accomplish this 
vision by focusing on 

Our Three Pillars 
of Strategy:

Engage

We continue to engage 
our members and 
stakeholders in an open 
dialogue to build a solid 
foundation of trust and 
effective communication 
within the system.

Support

We will support credit 
unions and credit union 
leaders within the system 
by sharing knowledge and 
facilitating connections. 
We will continue to 
work with credit unions 
requiring direct support.

Create

We will create value 
by providing tools and 
support for credit unions 
regarding regulatory 
compliance, leadership, 
governance and best 
practices.
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Master Bond Program
The Master Bond Program (MBP) has been protecting and serving BC credit 

unions since 1972. The combination of risk management practices by credit 

unions, producing favorable 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. In 2018, our broker, 

Willis, Towers, Watson, managed to negotiate an almost 20 percent decrease in 

premium for the current $120 million in aggregate excess insurance necessary for 

the program to operate. That premium level was maintained for 2019. Management 

prides itself on the efficiency, enhanced control and stability to the program. The 

MBP Committee provides the required oversight for effective and continued efficient 

management of the program. Independent third-party expertise is relied on for 

access to the commercial insurance markets and for regular actuarial review of the 

program to ensure fund levels are adequate.

Financial Highlights

Financial income for 2019 totaled $1.531 million and was comprised of investment 

income of $0.318 million and assessment income of $1.213 million. The claims 

paid expense in 2019 was $0.979 million. Online banking losses accounted for 

85 percent of paid claims. The Master Bond Program is funded above the level 

recommended by the actuarial review. Actuarial reviews projects from historical 

data and online banking coverage is underrepresented in the program’s experience 

because it was only introduced a few years ago.

Prudent management therefore dictates the maintenance of a larger fund. At the 

current fund level and with the limit control in the high-risk coverages, the Master 

Bond Program is stable and secure.
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Kelly Marshall
Chairperson, 2018-2021

Chief Executive Officer 
Summerland & District Credit Union

Paul Johnson
Director, 2017-2020

VP, Enterprise Risk, Projects & 
Corporate Governance 
Coastal Community Credit Union

Gus Hartl
Director, 2018-2021

Chief Executive Officer 
Aldergrove Credit Union

Jim Zimmerman
Director, 2019-2022

Chief Executive Officer 
Williams Lake & District Credit Union

Corporate 
Governance
The Board of Directors of Stabilization Central Credit Union is 
comprised of 6 elected representatives from each region which 
comprise credit unions grouped on asset-size and regions and 
up to three at-large appointed directors. At fiscal year-end 2019, 
three directors were credit union chief executive officers or general 
managers, one director was senior management, three directors 
were credit union directors and one director was retired. All have a 
professional or business background including financial, accounting, 
legal, governance and enterprise 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 Galiano Loan Fund Society, Rotary Club of Aldergrove, Credit 
Union Foundation of BC, Credit Union Executives Society (CUES), 
BC Real Estate Association, ICoBC, and the Vancouver Food Bank.

All of Stabilization Central’s directors participate in the national 
system’s Credit Union Director Achievement (CUDA) program. The 
organization has an effective director orientation program in place. 
All directors are members of the Institute of Corporate Directors 
(ICD) and members of the Credit Union Executive Society (CUES). 
In addition, some directors have the ICD.D designation from the 
Institute of Corporate Directors as well as the CCD designation 
from CUES. 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. When possible, speakers from varying areas of 
expertise are invited to provide education sessions for directors. *Darlene Hyde was the elected representative from Region Five (Lower Mainland) until her 

January 2nd, 2020 retirement as Director of Westminster Savings Credit Union due to the 

merger with Prospera Credit Union. Ms. Hyde was appointed as an independent director to 

the Board until the close of the 2020 AGM.

Board of Directors & 
Terms of Office

Anita Braha
Vice Chairperson, 2018-2021

Director 
Vancity Savings Credit Union 
(Appointed Director)

Darlene Hyde
Director, 2017-2020

*Director 
Westminster Savings Credit Union

Bill Wilby
Director, 2019-2022

Director 
Grand Forks Credit Union

Jim Miller

Appointed Director 
2019-2020
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Committees
Committee Members Functions

Audit & Risk

4 meetings

Paul Johnson, Chairperson 
Bill Wilby
Darlene Hyde

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.

Governance &  
Conduct Review

3 meetings

Darlene Hyde, Chairperson 
Anita Braha
Paul Johnson

The Governance & Conduct Review Committee assists the Board in fulfilling its 
corporate governance responsibilities and 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

Gus Hartl, Chairperson 
Jim Miller
Jim Zimmerman
Doug Eveneshen (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.

Human Resources

4 meetings

Anita Braha, Chairperson 
Kelly Marshall
Paul Johnson

The HR Committee oversees the Human Resources policies and practices of 
Stabilization Central including the terms of employment of the CEO.

Nominating & Elections

3 meetings

Jim Zimmerman, Chairperson 
Bill Wilby
Gus Hartl

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

Master Bond Program 

4 meetings

Bill Wilby, Chairperson 
Kelly Marshall
Jim Miller

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

Rules Review Committee

2 meeting

Kelly Marshall, Chairperson 
Anita Braha
Gus Hartl

The Rules Review Committee is mandated to review in detail the Rules of 
Stabilization Central and provide recommendations for rule changes if appropriate.

Stabilization Advisory Committee

4 meetings

Jim Miller, Chairperson 
Kelly Marshall
Anita Braha 
Paul Johnson 
Darlene Hyde 
Gus Hartl
Bill Wilby
Jim Zimmerman

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 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 committees

• 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 2019, there were a total of 5 Board meetings and 28 Committee meetings held

• A two-day strategic planning session was held in 2019

For fiscal year 2019, the total remuneration for Stabilization Central directors was $81,550. The compensation 

received for each director is summarized below.
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Name Regions Meeting Fees Expense 
Reimbursement

Education and 
Conferences

Kelly Marshall  
Chairperson 

Summerland & District

Okanagan $5,333 Board Chair Honorarium (May-Dec)

$1,000 Vice-Chair Honorarium (Jan-April)

$500 SAC Committee Chair Honorarium (Jan-April)

$1,000 Rules Review Committee Chair Honorarium (May- Dec)

$8,000 Per Diems Total Comp: $15,833

$5,939 $3,016

Anita Braha 
Vice-Chairperson

Vancouver City Savings  
Credit Union

Appointee $3,200 Vice-Chair Honorarium (May to Dec)

$500 Governance & CRC Chair Honorarium (Jan-April)

$1,000 HR Committee Chair Honorarium (May-Dec)

$7,750 Per Diems Total Comp: $12,450

$162 $839

Coastal Community Credit Union

(Paul Johnson)

Island $1,500 Audit & Risk Chair Honorarium

$7,750

Total Comp: $9,250

$2,467 $3,483

Aldergrove Credit Union

(Gus Hartl)

Lower Mainland $1,500 Investment & Loan Committee Chair Honorarium

$7,000 Per Diems Total Comp: $8,500

$2,318 $6,495

Darlene Hyde Large  
Credit Unions

$500 Nominations & Elections Chair Honorarium (Jan- April)

$1,000 Governance & CRC Chair Honorarium (May-Dec)

$6,500 Per Diems Total Comp: $8,000

$1,825 $0

Jim Miller Appointee $2,667 Board Chair Honorarium (Jan-April)

$500 HR Committee Chair Honorarium (Jan-April)

$1,000 Stabilization Advisory Committee Chair Honorarium (May-Dec)

$6,750 Per Diems Total Comp: $10,917

$8,094 $0

Grand Forks Credit Union

(Bill Wilby)

Kootenays $1,000 MBP Chair Honorarium (May-Dec)

$6,250 Per Diems Total Comp: $7,250

$3,871 $7,248

Williams Lake & District Credit Union

(Jim Zimmerman)

Northline $1,000 Nominations & Elections Chair Honorarium (May- Dec)

$5,750 Per Diems Total Comp: $6,750

$4,127 $0

By ordinary resolution, the members in attendance at the Annual General Meeting held on April 27, 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).
*Note that there are increased travel expenses for directors required to travel from outside of the Lower Mainland to attend meetings.
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CEO Disclosure
The compensation philosophy for Stabilization Central Credit Union is to provide a competitive total 

program consistent with market-based practices for all personnel. Market data is gathered and a 

benchmark for employee compensation is established at a P75 level for the sector. Given the unique 

mandate of Stabilization Central, a compensation review was conducted for the CEO role by the 

Human Resources Committee of the Board whereby a benchmark was determined utilizing the CEO 

compensation data of the average asset size of those credit unions that Stabilization Central has 

supported within the past several years.

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 

compensation paid to the key management personnel during 2019 was $794,063 (December 31, 

2018 - $698,182).
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Financial 
Statements 
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Independent Auditors’ Report
To the members of Stabilization Central Credit Union of British Columbia

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.

Opinion

We have audited the financial statements of Stabilization Central Credit 
Union of British Columbia (Stabilization Central), which comprise:

• the statement of financial position as at December 31, 2019

• the statement of profit or loss and comprehensive income for the
year then ended

• the statement of changes in equity for the year then ended

• the statement of cash flows for the year then ended

• and notes to the financial statements, including a summary of
significant accounting policies

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in 
all material respects, the financial position of Stabilization Central as at 
December 31, 2019, and its financial performance and its cash flows for 
the year then ended in accordance with International Financial Reporting 
Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted 
auditing standards. Our responsibilities under those standards are further 
described in the “Auditors’ Responsibilities for the Audit of the Financial 
Statements” section of our auditors’ report.

We are independent of Stabilization Central in accordance with the ethical 
requirements that are relevant to our audit of the financial statements 
in Canada and we have fulfilled our other ethical responsibilities in 
accordance with these requirements. 

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

Responsibilities of Management and Those 
Charged with Governance for the Financial 
Statements

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

In preparing the financial statements, management is responsible for 
assessing Stabilization Central’s ability to continue as a going concern, 
disclosing as applicable, matters related to going concern and using the 
going concern basis of accounting unless management either intends to 
liquidate Stabilization Central or to cease operations, or has no realistic 
alternative but to do so.

Those charged with governance are responsible for overseeing 
Stabilization Central’s financial reporting process.
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Auditors’ Responsibilities for the Audit of the 
Financial Statements

Our objectives are to obtain reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditors’ report that includes 
our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with Canadian generally accepted 
auditing standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material 
if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of the 
financial statements.

As part of an audit in accordance with Canadian generally accepted 
auditing standards, we exercise professional judgment and maintain 
professional skepticism throughout the audit.

We also:

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

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

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

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

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

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

Chartered Professional Accountants 
Vancouver, Canada 
April 6, 2020
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Statement of Financial Position

As at December 31, 2019 and 2018 Notes 2019 2018

Assets
Cash $ 733,002 $ 805,671 
Deposits with regulated financial institutions 6 502,548 1,419,464 
Investment securities 7 46,669,282 43,167,523 
Accounts receivable 8 831,150 850,154 
Deferred tax assets 9 119,525 -
Property and equipment 10 867,316 5,947 
Prepaid expenses 54,156 13,717 
Other assets 33,788 33,763

$ 49,810,767 $ 46,296,239 
Liabilities

Accounts payable and accrued liabilities $ 376,909 $ 268,171 
Deferred tax liabilities 9 119,525 - 
Provision for master bond claims 11 88,471 514,469
Lease obligation 12 741,329 -

1,326,234 782,640 
Equity

Share capital 13 35,138 42,573
Contributed surplus 1,383,659 1,383,659
Retained earnings 47,065,736 44,087,367 

48,484,533 45,513,599
$ 49,810,767 $ 46,296,239

Commitments 14

Approved by the Directors:

Kelly Marshall 

Chairperson

Paul Johnson,  

Chairperson — Audit & Risk Committee

See accompanying notes to the financial statements.
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Statement of Profit or Loss and Comprehensive Income

For the years ended December 31, 2019 and 2018 Notes 2019 2018

Assessments $ 1,213,599 $ 1,491,002 
Financial income

Interest income 13,454 46,740 
Pooled fund distributions 1,763,428 1,789,609 
Gains on disposal of financial instruments 52,245 12,173
Change in fair value of financial instruments 2,807,876 (1,443,970) 

Total financial income 4,637,003 404,552 
Financial expense

Interest paid on lease obligation 12 6,778 -
Net financial income 4,630,225 404,552

Other income 12 30,900 3,144
Total financial and other income 5,874,724 1,898,698
Direct costs

Claims paid 11 979,418 1,205,400 
Insurance and brokerage 451,231 536,611 
Master bond claims administration 178,031 267,110 
Increase (decrease) in provision for master bond claims (425,998) 186,382 

1,182,682 2,195,503 
Operating expenses

Salaries and benefits 15, 16 799,223 784,962 
Professional services 232,873 205,451 
Office and occupancy 12 135,206 108,112
Travel and meetings 114,038 100,468
Corporate projects 110,802 141,950
Other 85,106 80,851
Directors remuneration 81,550 80,285
Investment advisory fee 79,607 76,672
Data processing and systems development 43,197 42,186
Subcontract fees 32,071 90,944

1,713,673 1,711,881 
2,896,355 3,907,384 

Comprehensive income (loss) $ 2,978,369 $ (2,008,686)

See accompanying notes to the financial statements.
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See accompanying notes to the financial statements.

Statement of Changes in Equity

As at December 31, 2019 and 2018
Share 

Capital
Contributed 

Surplus
Retained 
Earnings

Total Equity

Balance at January 1, 2019 $ 42,573 $ 1,383,659 $ 44,087,365 $ 45,13,599 

Total comprehensive income – – 2,978,369 2,978,369

Transaction with owners, recorded directly in equity

Redemption of shares (7,435) – – (7,435)

Balance at December 31, 2019 $ 35,138 $ 1,383,659 $ 47,065,736 $ 48,484,533

Balance at January 1, 2018 $ 42,573 $ 1,383,659 $ 46,096,053 $ 47,522,285

Total comprehensive loss – – (2,008,686) (2,008,686)

Balance at December 31, 2018 $ 42,573 $ 1,383,659 $ 44,087,367 $ 45,513,599
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See accompanying notes to the financial statements.

Statement of Cash Flows

For the years ended December 31, 2019 and 2018 2019 2018

Cash flows from operating activities

Profit (loss) $ 2,978,369 $ (2,008,686) 
Adjustments for:

Depreciation 28,459 1,402 
Gain on disposal of financial instruments (52,245) (12,173) 
Change in fair value of financial instruments (2,807,876) 1,443,970
Increase (decrease) in provision for master bond claims (425,998) 186,382 
Interest income (13,454) (46,740) 

(292,745) (435,845) 
Change in accounts recievable 19,004 356,700 
Change in prepaid expenses (40,439) (198) 
Change in other assets (25) –

Change in accounts payable and accrued liabilities 108,738 38,146 
Interest received 30,370 36,477 

Net cash used in operating activities (175,097) (4,720) 

Cash flows from investing activities

Change in deposits with regulated financial institutions 900,000 801,053 
Change in securities (641,638) (50,931) 
Change in property and equipment (889,829) –

Net cash from investing activities (631,466) 750,122 

Cash flows from financing activities

Change in lease obligation 741,329 –

Redemption of share capital (7,435) –

Net cash from investing activities 733,894 –

Increase (decrease) in cash (72,669) 745,402 
Cash - beginning of year 805,671 60,269 

Cash - end of year $ 733,002 $ 805,671 
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Year ended December 31, 2019 

Notes to the  
Financial Statements
1. General information

Stabilization Central Credit Union of British Columbia (Stabilization 
Central) is located in Canada with a registered office located at Suite 
100, 1095 West Pender Street, Vancouver, British Columbia, V6E 2M6, 
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 provide stability and strength to 
BC credit unions which are also required to be members of Stabilization 
Central. Stabilization Central accomplishes this by mitigating risk in 
the system through proactive support as well as through its delegated 
authority from the BC Financial Services Authority (BCFSA) to supervise 
credit unions.

Stabilization Central administers two funds:

(a) Stabilization Fund

Stabilization Central maintains the Stabilization Fund to provide or arrange 
stabilization support and other assistance for member credit unions that 
encounter challenges, including financial assistance for deposit protection 
purposes. Operations are financed by earnings on Stabilization Fund’s 
equity and member assessments, if required. The last assessment on the 
Stabilization Fund was in 2002.

Stabilization Central has entered into a Credit Union Financial Assistance 
Agreement (CUFAA) with the Credit Union Deposit Insurance Corporation 
of British Columbia (CUDIC) and BCFSA. 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).

(b) Master Bond Fund

The Master Bond Fund provides fidelity bonding protection for all credit 
unions in British Columbia and their subsidiaries. Stabilization Central self-
insures 100% of the risk for the first $1.0 million of individual credit union 
losses to a maximum annual aggregate loss of $5.0 million. Stabilization 
Central maintains the Master Bond Fund to settle claims within the 
retained limits. Excess insurance is secured with AAA rated commercial 
carriers to insure single losses to $60 million and aggregate losses to 
$120 million. Operations are financed by member assessments and by 
earnings on Master Bond Fund’s equity.

2. Basis of presentation

(b) 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).

2019 Annual Report    |    21



This is the first set of Stabilization Central’s annual financial statements in 
which IFRS 16, Leases, has been applied. Changes in accounting policies 
are described in Note 3.

With the exception of the IFRS 16 adoption, the policies set out below 
have been consistently applied to all the periods presented in Stabilization 
Central’s annual financial statements.

The annual financial statements were authorized for issue by the Board of 
Directors on April 6, 2020.

(c) Basis of measurement

The financial statements have been prepared on the historical cost basis 
except for the Financial instruments at fair value through profit or loss 
(FVTPL) are measured at fair value.

(d) Functional and presentation currency

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

(e) Use of estimates and judgments

In preparing the financial statements in accordance with IFRS, 
management must exercise judgments 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. Actual results may differ materially from those estimates. 
Significant areas for which management must make subjective or 
complex estimates and judgments include the provision for master bond 
claims, discount rate used for calculating the net present value of lease 
obligations and calculation of expected credit loss (ECL).

While management makes its best estimates and assumptions, actual 
results may differ materially from those estimates and assumptions. 
Estimates and underlying assumptions are reviewed on an ongoing basis. 

Revision to accounting estimates are recognized in the period in which the 
estimates are revised and in any future periods affected.

3. Change in accounting policies

The adoption of IFRS 16, Leases, on January 1, 2019 has resulted 
in changes in Stabilization Central's accounting policies relating to 
classification, measurement, presentation and disclosure of leases.

Stabilization Central adopted IFRS 16 with the cumulative effect of initially 
applying the Standard recognized as at the date of initial application 
and did not restate comparative periods. Accordingly, the information 
presented for 2018 does not reflect the requirements of IFRS 16 and 
remains as previously reported under IAS 17.

On adoption of this new standard, Stabilization Central has elected to 
apply the following practical expedients:

• to grandfather the assessment of which transactions are leases. 
Stabilization Central applied IFRS 16 only to the contracts that 
were previously identified as leases under IAS 17 and were not 
reassessed for whether there is a lease under IFRS 16. Therefore, 
the definition of a lease under IFRS 16 was applied only to the 
contracts entered into or changed on or after January 1, 2019.

• all existing leases with remaining lease terms of less than 12 
months, are treated as short-term leases and lease payments were 
recognized as an expense on a straight-line basis.

As at January 1, 2019, the only lease relevant to this standard was the 
lease agreement with Central 1 Credit Union (Central 1) for Stabilization 
Central’s premises, which was terminated effective June 30, 2019. As 
the effective lease term was less than 12 months the right-of-use asset 
or lease obligation were not recognized, which resulted in no impact on 
transition as at January 1, 2019.
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4. Significant accounting policies

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

(a) Financial assets and financial liabilities

Recognition and initial measurement

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 at which Stabilization 
Central commits to purchase or sell the assets. A financial asset or 
liability is measured initially at fair value, plus, for an item not at FVTPL, 
transaction costs that are directly attributable to its acquisition or issuance. 
For a financial asset or liability measured at FVTPL, transaction costs are 
recognized immediately in profit or loss.

Classification and subsequent measurement

i) Business model assessment
The objective of the business model in which an asset is held is assessed 
at a portfolio level because this best reflects the way the business is 
managed, and information is provided to management. The information 
considered includes:

• The stated policies and objectives for the portfolio and the 
operation of those policies in practice e.g. whether management’s 
strategy focuses on earning contractual interest revenue, or 
realizing cash flows through the sale of the assets;

• How the performance of the portfolio is evaluated and reported to 
Stabilization Central’s management;

• The risks that affect the performance of the business model (and 
the financial assets held within that business model) and how those 
risks are managed;

• How managers of the business are compensated – e.g. whether 
compensation is based on the fair value of the assets managed or 
the contractual cash flows collected; and

• The frequency, volume and timing of sales in prior periods, 
the reasons for such sales and its expectations about future 
sales activity. However, information about sales activity is not 
considered in isolation, but as part of an overall assessment of how 
Stabilization Central’s stated objectives for managing the financial 
assets are achieved and how cash flows are realized.

ii) Contractual cash flows characteristics assessment
For the purposes of this assessment, ‘principal’ is defined as the fair 
value of the financial asset on initial recognition. ‘Interest’ is defined as 
consideration for the time value of money, for the credit risk associated 
with the principal amount outstanding during a particular period of 
time, and for other basic lending risks and costs (e.g. liquidity risk and 
administrative costs), as well as for profit margin.

In assessing whether the contractual cash flows are solely payments of 
principal and interest (SPPI), Stabilization Central considers the contractual 
terms of the instrument. This includes assessing whether the financial 
asset contains a contractual term that could change the timing or amount 
of contractual cash flows such that it would not meet this condition.

If the contractual terms of a financial asset give rise to contractual cash 
flows that are not SPPI, it is classified as at FVTPL.

iii) Financial assets
All financial assets are initially recorded at fair value and subsequently 
classified as measured at amortized cost, FVOCI or FVTPL.

A financial asset is measured at amortized cost if it meets both of the 
following conditions and is not designated as at FVTPL:

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

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

• The asset is held within a business model whose objective is 
achieved by both collecting contractual cash flows and selling 
financial assets; and

• The contractual terms of the financial assets give rise on specified, 
dates to cash flows that are SPPI on the principal amount 
outstanding.

All other financial assets that do not meet the criteria for classification as 
subsequently measured at either amortized cost or FVOCI, are measured 
at FVTPL with all changes in fair value recognized in profit or loss.

iv) Financial liabilities
Stabilization Central classifies its financial liabilities as measured at 
amortized cost and subsequently measured at amortized cost using the 
effective interest method.

(b) 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.

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 is recognized as profit or loss.

Where Stabilization Central enters into a transaction whereby it 
transfers assets but retains all or substantially all the risks and rewards 
of ownership, the transferred assets are not derecognized. Transfers 
of assets where Stabilization Central retains all or substantially all risks 
and rewards include, for example, securities lending and repurchase 
transactions.

On derecognition of a financial liability, the difference between the 
carrying value extinguished and the consideration paid (including any 
non-cash assets transferred or liabilities assumed) is recognized in profit or 
loss.

Stabilization Central derecognizes a financial liability when its contractual 
obligations are discharged, cancelled or expired.

(c) Cash

Cash is carried at amortized cost in the statement of financial position.

(d) Deposits with regulated financial institutions

Deposits with regulated financial institutions are initially classified as 
amortized cost. These deposits are initially measured at fair value plus 
incremental direct transactions costs. Subsequently, these deposits are 
measured at amortized cost using the effective interest method. Interest 
income earned is included in the statement of profit or loss using the 
accrual basis of accounting.
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(e) Investment securities

Investment securities are held within a business model whose objective 
is achieved by both collecting contractual cash flows and selling financial 
assets. These securities comprise of mutual fund units which do not 
give rise to contractual cash flows that are SPPI on the principal amount 
outstanding. As such, they are initially classified and subsequently 
measured as FVTPL. Subsequent to the initial recognition, unrealized 
gains and losses on investment securities are recognized in the statement 
of profit or loss.

(f) Other assets

Stabilization Central also holds Class B shares and Class C shares of 
Central 1 and preferred shares of CUPP Services Ltd (CUPP). These 
investments are included under other assets. Stabilization Central holds 
these investments for the purpose of accessing for services. These 
investments do not give rise to contractual cash flows that are SPPI on the 
principal amount outstanding. As such, they are classified and measured 
at FVTPL with changes in fair value recognized in the statement of profit or 
loss.

(g) 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.

(h) 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 the statement of 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 statement of profit or loss.

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

Right-of-use assets Term of the lease

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

(i) 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. Any contracts not meeting the definition 
of an insurance contract are classified as an investment contracts or a 
service contracts. 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.
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When significant insurance risk exists, the contract is accounted for as an 
insurance contract.

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.

( j) 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.

(k) Leases

Effective January 1, 2019 IFRS 16, Leases, replaced IAS 17, Leases, and 
related interpretations. According to the new standard at inception of a 
contract, Stabilization Central assesses, in accordance to the definition 
of lease under IFRS 16, whether the contract conveys the right to 
control the use of an identified asset for a period of time in exchange for 
consideration. If such right exists, the contract is considered to be a lease.

This policy is applied to contracts entered into, on or after January 1, 2019.

As a lessee
IFRS 16 introduces a single, on-balance sheet lease accounting model 
for lessees. A lessee recognizes a right-of-use asset (ROU) representing 
its right to use the underlying asset and a lease liability representing its 
obligation to make lease payments. There are recognition exemptions 
for short-term leases and leases of low-value items. Lessor accounting 
remains similar to the current standard, and lessors continue to classify 
leases as finance or operating leases.

The lease liabilities are initially measured at the present value of the lease 
payments that are not paid on the commencement date, discounted using 
Stabilization Central’s weighted average incremental borrowing rate (IBR) 

on that date. The IBR is the rate of interest that Stabilization Central would 
have to pay to borrow over a similar term, and with a similar security, the 
funds necessary to obtain an asset of a similar value to the ROU asset in a 
similar economic environment.

The ROU assets are initially measured at cost on the lease 
commencement date which comprise the initial lease liability, lease 
payments made at or before the commencement date, initial direct costs, 
and estimated costs to dismantle and remove the underlying assets or to 
restore the underlying assets to the conditions required by the contracts.

The ROU assets are subsequently depreciated using the straight-line 
method from the commencement date to the earlier of the end of the 
useful lives of the ROU assets or the end of the lease term. The estimated 
useful lives of the ROU assets are determined on the same basis as 
those of property and equipment. Subsequent to the initial measurement, 
Stabilization Central will measure the ROU assets at cost less any 
accumulated depreciation and impairment losses and adjusted for any 
remeasurement of the lease liability.

On transition and subsequently, Stabilization Central has elected to apply 
recognition exemptions to short-term leases and leases of low-value items. 
Short-term leases are leases for which the lease term as determined 
under IFRS 16 is 12 months or less. These recognition exemptions allow 
Stabilization Central to continue recognize these leases as operating 
leases and the related lease payments as an expense on a straight-line 
basis over the lease term.

As a lessor
For all transactions where Stabilization Central is a lessor, it determines 
at the inception of the lease whether the lease is an operating or finance 
lease.

To classify each lease, the group makes an overall assessment of whether 
the lease transfers substantially all of the risks and rewards incidental 
to the ownership of the underlying asset. If this is the case the lease is 
considered as finance lease; if not, then it is an operating lease.
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Acting as a lessor, Stabilization Central only has operating lease 
arrangements in place. The lease payments received under these lease 
agreements are recognized as income on straight-line basis over the lease 
term as part of Other Income.

(l) 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 statement of profit or loss includes 
interest income on deposits, classified as amortized cost, calculated on an 
effective interest basis.

Pooled fund distributions include investment income from investment 
securities classified as FVTPL. Gains on disposal of financial instruments 
recorded in the statement of profit or loss include gains from disposal of 
securities.

Change in fair value of financial instruments include the fair value changes 
for securities at FVTPL.

(m) 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 the 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.

(n) 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.

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 taxes 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 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;

• 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.

A deferred tax asset is recognized for unused tax losses, tax credits and 
deductible temporary differences to the extent that it is probable that 
future taxable profits will be available against which they can be utilized. 
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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.

5. New standards and interpretations not yet adopted

IFRS 17 – Insurance Contracts

On May 18, 2017, the IASB issued IFRS 17, Insurance Contracts, a new standard that replaces IFRS 4, Insurance Contracts. IFRS 17 introduces consistent 
accounting for all insurance contracts. It sets out the requirements to measure insurance contracts using updated estimates and assumptions that reflect 
the timing of cash flows and any uncertainty relating to insurance contracts. Additionally, IFRS 17 requires the recognition of profit when insurance services 
are delivered, rather than when insurance premiums are received.

IFRS 17 has a mandatory effective date for annual periods beginning on or after January 1, 2021. Stabilization Central intends to adopt IFRS 17 for the 
annual period beginning on January 1, 2021. Stabilization Central is not able to determine the impact of IFRS 17 on its financial statements at this time.

6. Deposits with regulated financial institutions

Deposits with regulated financial institutions consist of fixed income instruments with a weighted average interest rate of 2.0% (December 31, 2018 – 2.1%) 
and a weighted average term to maturity of 0.8 years (December 31, 2018 – 0.3 years).

Maturity

< 1 year 1 -5 years > 5 years Dec 31 2019 Dec 31 2018

Amortized Cost $   502,548   – – $ 502,548 $ 1,419,464
Fair Value $   500,000 $ 500,000 $ 1,400,000
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7. Investment securities

Investment securities classified as FVTPL included in the statement of financial position are as follows:

Dec 31 2019 Dec 31 2018

Fair value

Pooled bond funds $ 31,723,972 $ 30,294,268 
Pooled equity funds 14,945,310 12,873,255

Total $ 46,669,282 $ 43,167,523 

Amortized cost

Pooled bond funds $ 31,992,734 $ 31,601,201 
Pooled equity funds 13,589,960 13,287,609 

Total $ 45,582,692 $ 44,888,810 

8. Accounts receivable

The accounts receivable balance consists of the distribution from the TD pooled funds that were received subsequent to the December 31, 2019 year end 
and totaled $831,150 (December 31, 2018: $835,663).

9. Provision for 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.

(b) Deferred tax assets and liabilities

Deferred tax assets related to non-capital losses carried forward of $1,167,477 (December 31, 2018 - $1,208,210) were not recognized as it is not probable 
that these losses will be utilized by Stabilization Central in the foreseeable future. At the end of the year $119,525 of deferred tax assets were recognized 
representing the benefit of non-capital losses recognized to the extent of deferred tax liabilities recognized. The $1,167,477 of losses will expire as follows:
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Year Amount

2027 $ 37,666

2028 6,542
2029 76,151
2030 87,876
2031 102,759
2032 38,124
2033 273,749
2034 157,517
2035 50,101
2037 103,011
2038 118,730
2039 115,251

$ 1,167,477

(c) Effective tax rate

Stabilization Central’s effective tax rate differs from the amount that would be computed by applying the federal and provincial statutory rates of 11.00% 
(December 31, 2018 – 12.00%).

Dec 31 2019 Dec 31 2018

Income taxes otherwise payable based on reported profit or loss 
using the statutory rate of 11.00% (2018 -12.00%)

$ 327,621 $ (240,974)

Adjustments for effect of:

Assessments to members excluded from income for tax purposes (133,496) (178,920) 

Assistance to members expense 60,876 167,014

Non-taxable trading gain and dividend income (376,069) (50,261)

Change in allowance against unused tax losses 26,811 299,856

Future income tax for fixed assets 89,345 –

Other 4,912 3,285

Income tax expense $ – $ –
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10. Property and equipment

Furniture & 
Fixtures Equipment

Leasehold 
Improvements

Right -of-use 
Asset Total

Cost

Balance at Jan 1 2019 $ 39,564 $ 58,603 $ 106,717 $ – $ 204,884 

Acquisition 31,252 1,048 47,757 809,771 889,828

Balance at Dec 31 2019 $ 70,816 $ 59,651 $ 154,474 $ 809,771 $ 1,094,712

Balance at Jan 1 2018 $ 39,564 $ 58,603 $ 106,717 $ – $ 204,884

Balance as at Dec 31 2018 $ 39,564 $ 58,603 $ 106,717 $ – $ 204,884

Depreciation

Balance at Jan 1 2019 $ 33,617 $ 58,603 $ 106,717 $ – $ 198,937 

Depreciation 3,368 71 4,776 20,244 28,459

Balance as at Dec 31 2019 $ 36,985 $ 58,674 $ 111,493 $ 20,244 $ 227,396

Balance at Jan 1 2018 $ 32,215 $ 58,603 $ 106,717 $ – $ 197,535 

Depreciation 1,402 – – – 1,402

Balance as at Dec 31 2018 $ 33,617 $ 58,603 $ 106,717 $ – $ 198,937

Carrying Value

Balance at Dec 31 2019 $ 33,831 $ 977 $ 42,981 $ 789,527 $ 867,316

Balance as at Dec 31 2018 $ 5,947 $ – $ – $ – $ 5,947

11. Provision for master bond claims

Changes in provision for master bond claims are as follows:

Dec 31 2019 Dec 31 2018

Provision balance, beginning of year $ 514,469 $ 328,087 
Add: claims reported during the year 553,420 1,391,782
Less: claims paid during the year (979,418) (1,205,400) 

Provision balance, end of year $ 88,471 $ 514,469
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12. Leases

Stabilization Central leases its head office premises for a term of ten years with an option to renew the lease after that date. Lease payments are to be 
negotiated after five years to reflect market rentals.

During 2019, Stabilization Central also sub-let a portion of their premises. The sublease agreement expires in August 2022.

The right-of-use asset related to the leased premises does not meet the definition of investment property and is classified as property and equipment (see 
note 10).

The following amounts have been recognized in profit or loss:

2019 Leases under IFRS 16

Interest on lease liability $ 6,778
Expenses relating to short-term leases $ (48,444)
Income from sub-leasing ROU Asset present in Other income $ 10,000

2018 Operating leases under IAS 17

Lease expense $ 70,542

The following table presents the analysis of undiscounted lease payments and lease obligation included in the statement of financial position.

Less than one year $ 83,759
One to five years 478,109
More than five years 382,032
Total undiscounted lease liabilities at 31 December 943,900
Less: Interest expense to be recognized over the lease term (142,511)

Lease liabilities included in the statement of financial position at 31 December 801,389
Less: Current portion included in accounts payable and accrued liabilities 60,060

$ 741,329
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The following table sets out a maturity analysis of lease receivables, showing the undiscounted lease payments to be received after the reporting date.

Less than one year $ 30,250
One to two years 31,006
Two to three years 21,013

$ 82,269

13. Share capital

(a) Authorized:

Stabilization Central may issue an unlimited number of Class A voting shares at par value of $1 per share. 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 
unions 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 per share.

(b) Issued:

Dec 31 2019 Dec 31 2018

25,100 Class A shares (2018 - 32,301) $ 25,100 $ 32,301

10,038 Class B shares (2018 - 10,272) 10,038 10,272

$ 35,138 $ 42,573

On November 1, 2019 Stabilization Central has redeemed the 7,201 Class A Shares and 234 Class B Shares, which were held by Coast Capital Savings 

Federal Credit Union, at the redemption price of $1 per share for a total of $7,435 in cash.

14. Commitments

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. 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 BCFSA from time to time.
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15. 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, 2018, indicated a going concern unfunded liability in the 
1.75% Division of $31.5 million (December 31, 2015 - $25.1 million) and a 
solvency deficiency of $99.5 million (December 31, 2015 - $123.0 million).

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, 2021 with results available in 2022.

During the year ended December 31, 2019, Stabilization Central made 
contributions to the Plan in respect of its employees totaling $65,150 
(December 31, 2018 - $69,239). Such contributions are included in salaries 
and benefits expense in the statement of profit or loss.

16. Related party transactions

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 2019 was $794,063 (December 31, 2018 - 
$698,182).

The fees paid to the Board of Directors was $81,550 for the year ended 
December 31, 2019 (December 31, 2018 - $80,285).

17. Capital Management

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

In order to support the activities of the Master Bond Fund, management 
seeks to maintain 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 the Master Bond Fund.

18. Financial Instruments – Fair Value

Certain financial instruments are recognized in the statement of financial 
position at fair value, including investment securities classified at FVTPL. 
The fair value 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.
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For all financial assets and liabilities, other than deposits with regulated 
financial institutions, the carrying amounts approximate fair value due to 
the immediate or short-term nature of these balances.

Investment securities are reflected at fair value on a recurring basis in 
the statement of financial position. The fair value of Stabilization Central’s 
deposits with regulated financial institutions is disclosed in Note 7.

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

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. For the years ended December 31, 2019 and December 
31, 2018, Stabilization Central had no transfers into and out of Level 1, 2 
and 3.

The fair value of all financial instruments recognized at fair value on the 
statement of financial position or otherwise disclosed is determined by the 
use of Level 1 inputs in the fair value hierarchy.

The carrying value of cash, deposits with regulated financial institutions, 
accounts receivable, and accounts payable and accrued liabilities 
approximates their fair value given their short-term nature. These financial 
instruments are classified as Level 2 in the fair value hierarchy because 
while prices are available, there is no active market for these instruments.

19. Risk Management

The nature of Stabilization Central’s holdings of financial instruments 
exposes Stabilization Central to insurance, 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. 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, by 
placing stop loss coverage, and regular review of actual claim experience 
and assessment analysis.

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

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.

2019 Annual Report    |    35



(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 in connection with its 
deposits within regulated financial institutions and its accounts receivable. 
The maximum exposure to credit risk is the carrying value of these 
instruments in the financial statements. The fair value of the instruments as 
discussed in Note 6 and Note 7.

Stabilization Central has engaged professional investment managers to 
manage its investment portfolio in accordance with Stabilization Central’s 
Investment & Lending Policy, which is subject to annual review by the 
Board of Directors. Stabilization Central’s Investment & Lending 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, 2019, Stabilization Central is exposed to interest rate 
risk through its deposits with regulated financial institutions. Stabilization 
Central accounts for these deposits at amortized cost, therefore, a change 
in interest rates at the reporting date would not affect total equity.

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, 2019 and 2018, 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. Price risk is moderated by Stabilization Central 
through careful selection of pooled funds and diversification of pooled 
fund investments. As at December 31, 2019, had the fair value of the 
Stabilization Central’s investment securities increased or decreased by 
10%, with all other factors remaining constant, Stabilization Central’s total 
equity would have increased or decreased by approximately $4,666,928 
(December 31, 2018 - $4,316,752). In practice, actual results may differ from 
this sensitivity analysis and the difference could be material.
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