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To the Members of
Credit Union Central of Saskatchewan

Opinion
We have audited the separate financial statements of Credit Union Central of Saskatchewan (the
“Company”), which comprise the separate balance sheet as at December 31, 2018, and the separate
statement of profit or loss, separate statement of comprehensive income or loss, separate statement of
changes in equity and separate statement of cash flows for the year then ended, and notes to the
separate financial statements, including a summary of significant accounting policies (collectively referred
to as the “separate financial statements”).
In our opinion, the accompanying separate financial statements present fairly, in all material respects, the
separate financial position of the Company as at December 31, 2018, and its separate financial
performance and its separate 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 (“Canadian
GAAS”). Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Separate Financial Statements section of our report. We are independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the separate
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.

Other Matter
We issued a separate auditor’s report dated March 6, 2019 on the Company’s consolidated financial
statements for the year ended December 31, 2018 in accordance with IFRS.

Responsibilities of Management and Those Charged with Governance for the Separate
Financial Statements
Management is responsible for the preparation and fair presentation of the separate financial statements
in accordance with IFRS, and for such internal control as management determines is necessary to enable
the preparation of separate financial statements that are free from material misstatement, whether due to
fraud or error.
In preparing the separate financial statements, management is responsible for assessing the Company’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 the Company
or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Separate Financial Statements
Our objectives are to obtain reasonable assurance about whether the separate financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 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 GAAS 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 these separate financial statements.

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
●

Identify and assess the risks of material misstatement of the separate 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 the Company’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 the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the separate 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 auditor’s report. However, future events or conditions may cause the Company to cease to
continue as a going concern.

●

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

●

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the separate financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We 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

Regina, Saskatchewan
March 6, 2019

Credit Union Central of Saskatchewan

SEPARATE BALANCE SHEET
[in thousands of Canadian dollars]
As at December 31

Assets
Cash and cash equivalents [note 8]
Securities [note 9]
Derivative assets [note 10]
Loans [note 11]
Trade and other receivables
Other assets
Investments in subsidiaries, associates and joint operations [note 13]
Property, plant and equipment [note 14]
Investment property [note 15]
Intangible assets [note 16]
Deferred income tax assets [note 17]

Liabilities
Deposits [note 18]
Derivative liabilities [note 10]
Loans and notes payable [note 19]
Trade and other payables
Other liabilities

Equity
Share capital [note 20]
Retained earnings
Accumulated other comprehensive (loss) income

See accompanying notes
On behalf of the Board:

Director

Director

2018
$

2017
$

266,875
2,168,410
5,594
12,505
803
323
375,796
5,547
9,385
15
7,372
2,852,625

256,352
2,237,325
9,399
31,169
365
543
326,492
5,785
9,586
27
3,402
2,880,445

2,223,343
5,594
65,078
6,532
128
2,300,675

2,244,264
9,399
77,739
8,056
602
2,340,060

162,832
390,294
(1,176)
551,950
2,852,625

161,607
361,487
17,291
540,385
2,880,445

Credit Union Central of Saskatchewan

SEPARATE STATEMENT OF PROFIT OR LOSS
[in thousands of Canadian dollars]
Year ended December 31

Interest income
Securities
Loans

Interest expense
Deposits
Loans and notes
Net interest income [note 22]
Provision for credit recoveries [note 12]
Net interest income after provision for credit losses
Non-interest income
Dues [note 23]
Fee for service [note 23]
(Loss) gain on financial instruments [note 26]
Share of profits of subsidiaries, associates and
joint operations [note 13]
Gain on acquisition of control [note 29]
Net interest and non-interest income
Non-interest expense
Salary and employee benefits [note 24]
Professional and advisory services [note 25]
Computer and office equipment
Occupancy
General business
Profit for the year before income taxes
Income tax expense (recovery) [note 17]
Profit for the year
See accompanying notes

2018
$

2017
$

42,389
1,114
43,503

34,559
657
35,216

34,349
1,389
35,738
7,765
(14)
7,779

22,624
880
23,504
11,712
11,712

2,791
17,498
(3,344)

5,375
11,197
198

33,392
50,337
58,116

27,424
48,297
92,491
104,203

10,607
5,893
1,160
2,393
1,720
21,773
36,343
1,762
34,581

10,072
6,590
1,406
2,461
2,042
22,571
81,632
(21,616)
103,248

Credit Union Central of Saskatchewan

SEPARATE STATEMENT OF COMPREHENSIVE INCOME OR LOSS
[in thousands of Canadian dollars]

Year ended December 31

Profit for the year
Other comprehensive income (loss)
Items that may be reclassified subsequently to profit or loss:
Net unrealized (losses) gains on FVTOCI
securities during the year
Reclassification of losses on FVTOCI
securities disposed of in the year
Reclassification of impairment losses on FVTOCI securities [note
12]
Share of other comprehensive income (loss) of
subsidiaries, associates and joint operations
Income tax relating to items that may be
reclassified subsequently [note 17]
Items that will not be reclassified subsequently to profit or loss:
Net change in fair value due to change in own credit risk
on financial liabilities [note 26]
Income tax related to items that will not be
reclassified subsequently [note 17]
Other comprehensive (loss) income for the year, net of tax
Total comprehensive income for the year
See accompanying notes

2018
$

2017
$

34,581

103,248

(75)

13,662

2

115

(15)

-

1,006

(1,436)

121

(1,222)

(8,270)

-

2,233
(4,998)
29,583

11,119
114,367

Credit Union Central of Saskatchewan

SEPARATE STATEMENT OF CHANGES IN EQUITY
[in thousands of Canadian dollars]
Year ended December 31

Share
capital
Balance as at December 31, 2016
Profit for the year
Other comprehensive income for the year, net of tax
Increase in share capital
Dividends [note 21]
Reduction in income taxes [note 17]
Balance as at December 31, 2017
Impact of adopting IFRS 9 at January 1, 2018 [note 3]
Adjusted balance as at January 1, 2018
Profit for the year
Other comprehensive income for the year, net of tax
Increase in share capital
Dividends [note 21]
Reclassification of own credit risk on derecognition of
related financial liabilities, net of tax
Reduction in income taxes [note 17]
Balance as at December 31, 2018
See accompanying notes

161,161

Retained
earnings

446
161,607
161,607

269,505
103,248
(14,145)
2,879
361,487
21,023
382,510

1,225
162,832

Accumulated other
comprehensive income
Fair value
Own credit
reserves
risk reserve
6,172
11,119
-

Total

17,291
(16,750)
541

3,334
3,334

436,838
103,248
11,119
446
(14,145)
2,879
540,385
7,607
547,992

34,581
(35,112)

1,039
-

(6,037)
-

34,581
(4,998)
1,225
(35,112)

53
8,262
390,294

1,580

(53)
(2,756)

8,262
551,950

Credit Union Central of Saskatchewan

SEPARATE STATEMENT OF CASH FLOWS
[in thousands of Canadian dollars]
Year ended December 31
2018
$

2017
$

34,581

103,248

749
5,367
(14)
3,344
(7,765)

831
10,673
(198)
(11,712)

(33,392)
1,762

(27,424)
(48,297)
(21,616)

18,647
294
218
(16,684)
(12,687)
(474)
43,330
533
(33,833)

13,861
(260)
(218)
235,278
(5,840)
491
34,327
587
(23,562)

3,976

260,169

1,225
(37,368)

446
(10,761)

(36,143)

(10,315)

(7,957,360)
7,993,470

(5,594,108)
5,491,485

6,905
(310)
(15)

4,936
(482)
-

Cash flows from (used in) investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

42,690
10,523
256,352

(98,169)
151,685
104,667

Cash and cash equivalents, end of year

266,875

256,352

Cash flows from (used in) operating activities
Profit for the year
Adjustments to determine net cash used in operating activities:
Depreciation of property, plant and equipment and
investment property [note 14/15]
Other amortization
Provision for credit recoveries [note 12]
Loss (gain) on financial instruments [note 26]
Net interest income
Share of profits in subsidiaries, associates and joint
operations, net of losses
Gain on acquisition of control
Income tax expense (recovery)
Changes in operating assets and liabilities:
Loans, net of repayments
Trade and other receivables (payables)
Other assets
Deposits, net of withdrawals
Loans and notes payable, net of repayments
Other liabilities
Interest received
Dividends received
Interest paid
Cash flows from operating activities
Cash flows from (used in) financing activities
Proceeds from issuance of share capital
Dividends paid to members [note 21]
Cash flows used in financing activities
Cash flows from (used in) investing activities
Purchase of securities
Proceeds from sales of securities
Distributions from investments in subsidiaries, associates and
joint operations [note 13]
Property, plant and equipment [note 14]
Intangible assets [note 16]

See accompanying notes

Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

1. REPORTING ENTITY
Credit Union Central of Saskatchewan (SaskCentral) is a company domiciled in Canada. The address of SaskCentral’s
registered office is 2055 Albert Street, Regina, Saskatchewan, S4P 3G8. SaskCentral is incorporated under The Credit Union
Central of Saskatchewan Act, 2016 (the Act). Under the Act, Credit Union Deposit Guarantee Corporation of Saskatchewan
(CUDGC) took over regulatory responsibilities for SaskCentral effective January 15, 2017. Prior to January 15, 2017,
SaskCentral was regulated by the Office of the Superintendent of Financial Institutions (OSFI).
SaskCentral functions as a liquidity manager and key service supplier on behalf of and for Saskatchewan credit unions.
SaskCentral also maintains business relationships with, and investments in, a number of co-operative entities on behalf of
Saskatchewan credit unions, including Concentra Bank, CUPS Payment Services (CUPS), Celero Solutions, CU CUMIS Wealth
Holdings LP (CUC Wealth) and CUVentures LP as described in note 13.
2. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in these separate financial
statements, except those policies related to IFRS 9, Financial Instruments (IFRS 9) and IFRS 15, Revenue from Contracts with
Customers (IFRS 15) as described in note 2.1(e). SaskCentral’s separate financial statements do not consolidate the
activities of its subsidiaries or joint operations. Other than this exception, the accounting policies have been consistently
applied by SaskCentral’s subsidiaries and joint operations. SaskCentral prepares separate financial statements to enhance
accountability and the transparency of its operations.
2.1 Basis of presentation
(a) Statement of compliance
These separate financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS).
These separate financial statements were authorized for issue by the Board on March 6, 2019.
SaskCentral prepares audited consolidated financial statements in accordance with IFRS 10, Consolidated Financial
Statements. The audited consolidated financial statements were authorized for issue by the Board on March 6, 2019.
SaskCentral’s audited consolidated financial statements should be referenced for further information.
SaskCentral has adopted IFRS 9 issued in July 2014 with a date of initial application of January 1, 2018. The requirements of
IFRS 9 represent a significant change from IAS 39, Financial Instruments: Recognition and Measurement (IAS 39). IFRS 9
introduces new requirements for the classification and measurement of financial assets and financial liabilities and
impairment for financial assets. Details of these new requirements as well as their impact to SaskCentral are described in
notes 2.1(e) and 3.
SaskCentral has also adopted IFRS 15 with a date of initial application of January 1, 2018. Apart from providing more
extensive disclosures on SaskCentral’s revenue transactions, the application of IFRS 15 has not had a significant impact on
SaskCentral’s financial statements. Details of the IFRS 15 adoption, as well as its impact to SaskCentral are described in
note 2.1(e).
(b) Basis of measurement
The separate financial statements have been prepared on the historical cost basis except for financial assets and liabilities
held at fair value through profit or loss (FVTPL), fair value through other comprehensive income (FVTOCI – applicable from
January 1, 2018) and available-for-sale financial assets (applicable before January 1, 2018), which have been measured at
fair value, including all derivative contracts.

9

Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.1 Basis of presentation (continued)
(b) Basis of measurement (continued)
Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.
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 at the measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique.
In estimating the fair value of an asset or liability, SaskCentral takes into account the characteristics of the asset or liability if
market participants would take those characteristics into account when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these separate financial statements is determined on such a
basis, and measurements that have some similarities to fair value, but are not fair value, such as value in use on impairment.
SaskCentral follows a fair value hierarchy to categorize the inputs used to measure fair value into Level 1, 2 or 3 based on the
degree to which inputs to the fair value measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:




Level 1 inputs are quoted prices (unadjusted) for identical assets or liabilities that the entity can access at the
measurement date;
Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and
Level 3 inputs are unobservable inputs for the asset or liability.

(c) Functional and presentation currency
These separate financial statements are presented in Canadian dollars, which is SaskCentral’s functional currency. Except as
otherwise indicated, financial information presented in Canadian dollars has been rounded to the nearest thousand.
(d) Use of estimates and judgments
The preparation of the separate financial statements requires management to make judgments, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results could differ from those estimates thereby impacting the separate financial statements. Management believes that
the underlying assumptions are appropriate and that SaskCentral’s separate financial statements therefore present the
financial position and results fairly.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
in the period in which the estimate is revised and in any future periods affected.
Information about key sources of estimation uncertainty and critical judgments in applying accounting policies that have the
most significant effects on the amounts recognized in the separate financial statements are described in note 4.
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Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.1 Basis of presentation (continued)
(e) Changes in accounting policies
IFRS 9, Financial Instruments
As permitted under IFRS 9, SaskCentral has elected not to restate comparative figures. Any adjustments to the carrying
amounts of financial assets and financial liabilities at the date of transition were recognized as an adjustment to opening
retained earnings and accumulated other comprehensive income (AOCI) on January 1, 2018. Accordingly, the information
presented for 2017 does not reflect the requirements of IFRS 9. For full transition details, refer to note 3.
Classification and measurement of financial assets and financial liabilities
IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost, FVTOCI and FVTPL.
The classification of financial assets under IFRS 9 is generally based on the business model in which a financial asset is
managed as well as by its contractual cash flow characteristics. The standard eliminates the existing IAS 39 categories of
held to maturity, loans and receivables and available-for-sale.
Impairment of financial assets
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an expected credit loss (ECL) model. The new impairment model also
applies to certain loan commitments and financial guarantee contracts but not to equity instruments. Under IFRS 9, credit
losses are recognized earlier than under IAS 39.
IFRS 15, Revenue from Contracts with Customers
IFRS 15 provides a single revenue recognition standard to align the financial reporting of revenue from contracts with
customers and related costs. It replaces IAS 18, Revenue, IAS 11, Construction Contracts and related interpretations.
Under IFRS 15, SaskCentral will recognize revenue when it transfers goods or services to a customer in the amount of
consideration it expects to receive from the customer. The new standard provides a single, principles-based five step model
to be applied to all sales contracts, based on the transfer of control of goods and services to customers. The revenue arising
from financial instruments is not within scope of IFRS 15.
SaskCentral has adopted this standard retrospectively using the cumulative effects method, and therefore the comparative
information has not been restated. Accordingly, the information presented for 2017 does not reflect the requirements of IFRS
15. The application of IFRS 15 had no impact on the timing or amount of SaskCentral’s revenue recognition and consequently
no transition adjustment was recognized on January 1, 2018.
SaskCentral has applied IFRS 15 without using the practical expedients for modified contracts in IFRS 15:C5(c), or for
transaction price disclosure in IFRS 15:C5(d) but using the practical expedients for completed contracts in IFRS 15:C5(a), and
(b), where SaskCentral need not restate contracts that begin and end within the same annual reporting period or are
completed contracts at the beginning of earliest period presented, January 1, 2018. SaskCentral’s accounting policies on the
revenue recognition under IFRS 15 are provided in note 2.8.
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Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.2 Investments in subsidiaries
A subsidiary is an entity over which SaskCentral has control. Control is achieved when SaskCentral (a) has power over the
investee; (b) is exposed, or has rights, to variable returns from its involvement with the investee; and (c) has the ability to use
its power to affect its returns.
For the purposes of these separate financial statements, all subsidiaries have been accounted for using the equity method.
Under the equity method, an entity is initially recognized in the separate balance sheet at cost and adjusted thereafter to
recognize SaskCentral’s share of the profit or loss and other comprehensive income (OCI) of the entity.
When SaskCentral’s share of losses of an entity exceeds SaskCentral’s interest in that entity, SaskCentral discontinues
recognizing its share of further losses. Additional losses are recognized only to the extent that SaskCentral has incurred legal
or constructive obligations or made payments on behalf of the entity.
2.3 Investments in associates
An associate is an entity over which SaskCentral has significant influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but is not control or joint control over those policies.
The results of associates are incorporated in these separate financial statements using the equity method. Under the equity
method, an investment in an associate is initially recognized in the separate balance sheet at cost and adjusted thereafter to
recognize SaskCentral’s share of the profit or loss and OCI of the associate. When SaskCentral’s share of losses of an
associate exceeds SaskCentral’s interest in that associate, SaskCentral discontinues recognizing its share of further losses.
Additional losses are recognized only to the extent that SaskCentral has incurred legal or constructive obligations or made
payments on behalf of the associate.
An investment in associate is accounted for using the equity method from the date on which the investee becomes an
associate. On acquisition of the investment in associate, any excess of the cost of the investment over SaskCentral’s share of
the net fair value of the identifiable assets and liabilities of the investee is recognized as goodwill, which is included within the
carrying amount of the investment. Any excess of SaskCentral’s share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment, is recognized immediately in profit or loss in the period in which
the investment is acquired.
The requirements of IAS 36, Impairment of assets (IAS 36) are applied to determine whether it is necessary to recognize any
impairment loss with respect to SaskCentral’s investment in associates. When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance with IAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less costs to sell) with its carrying amount. Any impairment loss
recognized forms part of the carrying amount of the investment. Any reversal of that impairment loss is recognized in
accordance with IAS 36 to the extent that the recoverable amount of the investment subsequently increases.
2.4 Interests in joint operations
A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have rights to the
assets, and obligations for the liabilities, relating to the arrangement. Joint control is the contractually agreed sharing of
control of an arrangement, which exists only when decisions about the relevant activities require unanimous consent of the
parties sharing control.
For the purposes of these separate financial statements, all joint operations have been accounted for using the equity
method.
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Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.5 Sale and repurchase agreements
Securities sold subject to repurchase agreements are treated as collateralized borrowing transactions when the transferee
has the right by contract or custom to sell or repledge the collateral and are classified as FVTOCI from January 1, 2018
(available-for-sale before January 1, 2018) and recorded at fair value. Obligations related to assets sold under repurchase
agreements are recorded in loans payable (note 19). Interest incurred on repurchase agreements is included in loans and
notes interest expense.
2.6 Financial instruments
All financial assets and financial liabilities are recognized in the separate balance sheet and measured in accordance with
their assigned classification. Financial assets and financial liabilities are recognized when SaskCentral becomes a party to
the contractual provisions of the instruments.
Financial assets and liabilities are initially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at FVTPL)
are added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at FVTPL are
recognized immediately in profit or loss.
(a) Financial assets
Policy applicable from January 1, 2018
Debt instruments are classified as amortized cost, FVTOCI or FVTPL on the basis of SaskCentral’s business model for
managing the financial assets and the contractual cash flow characteristics of the financial assets.
Business model assessment
SaskCentral makes an assessment of the objective of a business model in which an asset is held at a portfolio level because
this best reflects the way the business is managed and information is provided to management. The business model
assessment involves determining whether financial assets are managed in order to generate cash flows from collection of
contractual cash flows, from the sale of financial assets, or both. For the assessment of business models, SaskCentral takes
into consideration the factors such as performance of assets in the portfolio, risks that affect the performance of assets,
management compensation for those managing the assets and the frequency, reason for sales, and volume of sales in prior
periods and expectations about future sales activity.
Cash flow characteristics assessment
The contractual cash flow characteristics assessment involves assessing the contractual features of an instrument to
determine if they give rise to cash flows that are consistent with a basic lending arrangement. Contractual cash flows are
consistent with a basic lending arrangement if they represent cash flows that are solely payments of principal and interest on
the principal amount outstanding.
‘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 and the credit risk associated with the principal amount outstanding for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.
In performing this assessment, SaskCentral takes into consideration contractual features that could change the amount or
timing of contractual cash flows, such that the cash flows are no longer consistent with a basic lending arrangement. If
SaskCentral identifies any contractual features that could modify the cash flows of the instrument such that they are no
longer consistent with a basic lending arrangement, the related financial asset is classified and measured at FVTPL.
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Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(a) Financial assets (continued)
Debt instruments measured at amortized cost
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
The contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets measured at amortized cost are initially measured at fair value and subsequently measured at amortized
cost using the effective interest method.
Debt instruments measured at FVTOCI
A debt instrument is measured at FVTOCI 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 solely payments of
principal and interest on the principal amount outstanding.

Subsequent to initial recognition, unrealized gains and losses on debt instruments measured at FVTOCI are recorded in OCI.
Premiums, discounts and related transaction costs are amortized over the expected life of the instrument to interest income
in the separate statement of profit or loss using the effective interest rate method. Upon derecognition, realized gains and
losses are reclassified from OCI to profit or loss.
Debt instruments designated at FVTPL
SaskCentral may, at initial recognition, irrevocably designate a financial asset as at FVTPL when one of the following criteria is
met:




The designation eliminates or significantly reduces an accounting mismatch which would otherwise arise; or
A group of financial assets is managed with its performance being evaluated on a fair value basis; or
The financial asset contains one or more embedded derivatives which significantly modifies the cash flows
otherwise required by the contract.

For financial assets designated at FVTPL, changes in fair value are recognized in the separate statement of profit or loss.
Equity instruments measured at FVTPL
Equity instruments are measured at FVTPL unless an election is made to designate them at FVTOCI upon purchase. For equity
instruments measured at FVTPL, changes in fair value are recognized in the separate statement of profit or loss.
Policy applicable before January 1, 2018
Prior to the adoption of IFRS 9, SaskCentral classified it financial assets as FVTPL, available-for-sale, and loans and
receivables. The classification depended on the nature and purpose of the financial assets and was determined at the time of
initial recognition.
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Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(a) Financial assets (continued)
Financial assets at FVTPL
Financial assets are classified as at FVTPL when the financial asset is either held-for-trading or is designated as FVTPL.
A financial asset is classified as held-for-trading if:




it is acquired or incurred principally for the purpose of selling or repurchasing it in the near term; or
on initial recognition, it is part of a portfolio of identified financial instruments that are managed together and have
a recent actual pattern of short-term profit-taking; or
it is a derivative that is not designated and effective as a hedging instrument.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on re-measurement recognized in profit or
loss. The net gain or loss recognized in profit or loss incorporates any dividend or interest earned on the financial asset and is
reporting as gains on financial instruments in the separate statement of profit or loss. Gains and losses arising from
SaskCentral’s foreign exchange contracts are classified as held-for-trading and are included in the separate statement of
profit or loss and are reported as fee for service. Fair value is determined in the manner described in note 6.
Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are intended to be held for an indefinite period of
time, which may be sold in response to needs for liquidity or changes in interest rates, exchange rates or equity prices or that
are not classified as loans and receivables or financial assets at FVTPL. Available-for-sale financial assets are initially
recognized at fair value and measured subsequently at fair value with gains and losses being recognized in OCI in the
separate statement of comprehensive income, except for impairment losses and foreign exchange gains and losses, until the
financial asset is derecognized. Fair value is determined in the manner described in note 6.
Purchase premiums or discounts on available-for-sale securities are amortized over the life of the security using the effective
interest method and are recognized in securities interest income. Interest income accruing on available-for-sale securities is
recorded in securities interest income. Dividends on available-for-sale equity instruments are recognized in the separate
statement of profit or loss in securities interest income when SaskCentral’s right to receive payment is established. Gains and
losses realized on disposal of available-for-sale securities are included in gains on financial instruments.
Investments in equity instruments of co-operative enterprises classified as available-for-sale that do not have a quoted
market price in an active market are measured at cost.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans and receivables are subsequently measured at amortized cost using the effective interest method less
any impairment, with revenue recognized on an effective yield basis.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(b) Financial liabilities
Policy applicable from January 1, 2018
SaskCentral classifies its financial liabilities as measured at amortized cost or FVTPL.
SaskCentral may, at initial recognition, irrevocably designate a financial liability as at FVTPL when one of the following criteria
is met:




The designation eliminates or significantly reduces an accounting mismatch which would otherwise arise; or
A group of financial liabilities is managed with its performance being evaluated on a fair value basis; or
The financial liability contains one or more embedded derivatives which significantly modifies the cash flows
otherwise be required by the contract.

For liabilities designated at FVTPL, all changes in fair value are recognized in the separate statement of profit or loss, except
for changes in fair value arising from changes in SaskCentral’s own credit risk which are recognized in OCI. Changes in fair
value of liabilities due to changes in SaskCentral’s own credit risk, recognized in OCI, are not subsequently reclassified to
profit or loss upon derecognition/extinguishment of the liabilities. Instead, these changes are reclassified from AOCI to
retained earnings upon derecognition/extinguishment of the liabilities.
Policy applicable before January 1, 2018
Financial liabilities are classified as either financial liabilities at FVTPL or other financial liabilities measured at amortized
cost. Management determines the classification of its financial liabilities at initial recognition.
Financial liabilities at FVTPL
Financial liabilities are classified at FVTPL when the financial liability is either held-for-trading or it is designated as FVTPL.
Financial liabilities at FVTPL are stated at fair value, with any gains and losses arising from re-measurement recognized in
profit or loss. Fair value is determined in the manner described in note 6.
Other financial liabilities
Other financial liabilities are subsequently measured at amortized cost using the effective interest method.
(c) Reclassification of financial assets
Financial assets are not reclassified subsequent to their initial recognition, except in the period after SaskCentral changes its
business model for managing financial assets. There were no changes to any of the SaskCentral’s business models for the
year ended December 31, 2018.
(d) Impairment of financial assets
Policy applicable from January 1, 2018
SaskCentral establishes an allowance for credit losses for financial assets at amortized cost and financial assets at FVTOCI.
The allowance for credit losses is calculated using the ECL approach. ECL reflects the present value of all cash shortfalls
related to default events which may occur over a specified period of time. No impairment is recognized on equity investments
in the scope of IFRS 9 because they are recorded at FVTPL. The impairment on financial assets is presented in the separate
balance sheet as a deduction in the gross carrying amount of securities and loans.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(d) Impairment of financial assets (continued)
Expected credit loss impairment model
SaskCentral’s allowance for credit losses is an output of a model with a number of underlying assumptions regarding the
choice of variable inputs and their interdependencies. The impairment amount reflects an unbiased, probability-weighted
outcome which considers multiple scenarios based on reasonable and supportable forecasts.
The impairment model measures the ECL using a three-stage approach based on the extent of credit deterioration since
origination:




Stage 1 – where there has not been a significant increase in credit risk since initial recognition of a financial asset,
an amount equal to 12-month ECL is recorded.
Stage 2 – when a financial asset experiences a significant increase in credit risk subsequent to the origination but
is not considered to be in default, an amount equal to lifetime ECL is recorded.
Stage 3 – when a financial asset is considered to be in default, an amount equal to lifetime ECL continues to be
recorded or the financial asset is written off.

Measurement of ECL
The measurement of ECL is a function of the probability of default (PD), loss given default (LGD) and the exposure at default
(EAD). The PD is an estimate of the likelihood that a financial asset will not be repaid and will go into default. LGD is an
estimate of the amount that may not be recovered in the event of default. The assessment of the PD and LGD is based on
historical data and current market conditions adjusted by reasonable and supportable information about future economic
conditions. EAD is an estimate of the outstanding amount of credit exposure at the time a default may occur.
Significant increase in credit risk
At each reporting date, SaskCentral assesses whether there has been a significant increase in credit risk for exposures since
initial recognition by comparing the risk of default occurring over the remaining expected life from the reporting date and the
date of initial recognition. The assessment considers borrower-specific quantitative and qualitative information with the
impact of forward-looking macroeconomic factors.
SaskCentral’s assessment of significant increase in credit risk is performed quarterly based on the following three factors. If
any of these factors indicate that a significant increase in credit risk has occurred, the instrument is moved from Stage 1 to
Stage 2:





The credit risk of a particular exposure is deemed to have increased significantly since initial recognition if the
credit rating has dropped below investment grade, based on DBRS ratings.
SaskCentral considers that a significant increase in credit risk occurs no later than when an asset is more than 30
days past due. Days past due are determined by counting the number of days since the earliest elapsed due date in
respect of which full payment has not been received. Due dates are determined without considering any grace
period that might be available to the borrower.
Additional qualitative reviews are performed to assess the staging results and make adjustments, as necessary, to
better reflect the positions whose credit risk has increased significantly.

Movements between Stage 1 and Stage 2 are based on whether an instrument’s credit risk as at the reporting date has
increased significantly relative to the date it was initially recognized. For the purpose of this assessment, credit risk is based
on an instrument’s PD, not the losses SaskCentral expects to incur. The assessment is generally performed at the instrument
level.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(d) Impairment of financial assets (continued)
For certain instruments with low credit risk as at the reporting date, it is presumed that credit risk has not increased
significantly relative to initial recognition. Credit risk is considered to be low if the instrument has a low risk of default, and the
borrower has the ability to fulfill their obligations both in near term and in the longer term, including periods of adverse
changes in the economic or business environment. SaskCentral considers a debt security to have low credit risk when their
credit risk rating is equivalent to the globally understood definition of ‘investment grade’.
If a debt security had low credit risk at the date of initial application of IFRS 9, then SaskCentral has assumed that credit risk
on the asset had not been increased significantly since its initial recognition to the date of initial application of IFRS 9.
Definition of default
SaskCentral considers a financial asset to be in default when:





The external rating agencies have assigned a default rating to the investment;
The debt issuer or obligor has not met a legally scheduled payment or has indicated that it will miss such a payment
in near future;
The borrower is past due more than 90 days on any credit obligation to SaskCentral; or
The borrower has sought or been placed in bankruptcy resulting in the delay or avoidance of repayment of the
amount owing.

Forward looking information
The measurement of ECL and the assessment of significant increase in credit risk consider information about past events
and current conditions as well as reasonable and supportable forecasts of future events and economic conditions. The
estimation and application of forward looking information requires significant judgment.
Macroeconomic factors
In its ECL models, SaskCentral relies on a broad range of forward looking information as economic inputs, such as: GDP
growth, unemployment rates, Bank of Canada interest rates, oil price per barrel and new housing starts. Predicted
relationships between the key indicators and default and loss rates on various portfolios of financial assets have been
developed based on analyzing historical data.
Multiple forward-looking scenarios
SaskCentral determines ECL using multiple probability-weighted forward looking scenarios. Based on economic forecasts of
large Canadian banks, SaskCentral formulates a ‘base case’ scenario of the future direction of relevant economic variables
as well as representative range of other possible forecast scenarios. This process involves developing additional economic
scenarios and considering the relevant probabilities of each outcome. External information includes economic data and
forecasts published by the Bank of Canada, provincial government bodies and large Canadian financial institutions.
SaskCentral will typically probability weight the ‘base case’ scenario most heavily as it represents the most likely outcome and
is aligned with information used by SaskCentral for other purposes such as planning and budgeting. The other scenarios
represent more optimistic and pessimistic outcomes.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(d) Impairment of financial assets (continued)
Presentation of allowance for credit losses in the statement of financial position
For financial assets measured at amortized cost, the allowance for credit losses is presented in the separate balance sheet
as a deduction from the gross carrying amount of the assets.
The allowance for credit losses for financial assets measured at FVTOCI does not reduce the carrying amount of the asset in
the separate balance sheet which remains at its fair value. Instead, an amount equal to the allowance that would arise if the
assets were measured at amortized cost is recognized in OCI with a corresponding recognition to the provision for credit
losses in the separate statement profit or loss.
Write-off
SaskCentral writes off an impaired financial asset (and the related impairment allowance), either partially or in full, when
there is no realistic prospect of recovery. In subsequent periods, any recoveries of amounts previously written off are credited
to the net provision for credit losses in the statement of operations. No financial assets were written off during the year.
Policy applicable before January 1, 2018
Prior to adoption of IFRS 9, SaskCentral assessed financial assets, other than those at FVTPL, for indicators of impairment at
the end of each reporting period. Financial assets were considered to be impaired when there was objective evidence that, as
a result of one or more events that had occurred after the initial recognition of the financial asset, the estimated future cash
flows of the asset had been affected.
For available-for-sale equity securities, a significant or prolonged decline in the fair value of the security below its cost was
considered to be objective evidence of impairment.
For all other financial assets, objective evidence of impairment could include:





significant financial difficulty of the issuer or counterparty;
breach of contract, such as a default or delinquency in interest or principal payments;
it becoming probable that the borrower will enter bankruptcy or financial reorganization; or
the disappearance of an active market for that financial asset because of financial difficulties.

Impairment losses on financial assets carried at amortized cost were measured as the difference between the financial
asset’s carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s original
effective interest rate. The carrying amount of the financial asset was reduced by the impairment loss directly for all financial
assets with the exception of trade and other receivables, where the carrying amount is reduced through the use of an
allowance account. When a trade or other receivable is considered uncollectible, it is written off against the allowance
account. Changes in the carrying amount of the allowance are recognized in profit or loss. When an available-for-sale financial
asset is considered to be impaired, cumulative gains or losses previously recognized in OCI are reclassified to profit or loss in
the period.

19

Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(e) Derecognition of financial assets or liabilities
Financial assets are derecognized when the contractual rights to receive the cash flows from these assets have expired or the
assets have been transferred and substantially all the risks and rewards of ownership of the assets are also transferred.
SaskCentral tests control to ensure that continuing involvement on the basis of any retained powers of control do not prevent
derecognition. When financial assets are derecognized in full, a gain or loss is recognized in profit or loss for an amount
equal to the difference between the carrying amount of the asset and the value of the consideration received.
SaskCentral derecognizes financial liabilities when, and only when, SaskCentral’s obligations are discharged, cancelled or
they expire. The difference between the carrying amount of the financial liability derecognized and the consideration paid or
payable is recognized in profit or loss.
2.7 Interest income and expense
Interest income and expense for all interest-bearing financial instruments are recognized within interest income and interest
expense in the separate statement of profit or loss using the effective interest method, except for short-term receivables and
payables when the effect of discounting is immaterial. The effective interest method is a method of calculating the amortized
cost of a financial asset or financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments and receipts through the
expected life of the financial instrument (or, when appropriate, a shorter period) to the net carrying amount of the financial
asset or financial liability. When calculating the effective interest rate, SaskCentral estimates future cash flows considering
all contractual terms of the financial instrument (for example, prepayment options) but does not consider future credit losses.
The calculation includes all fees and basis points paid or received between the parties to the contract that are an integral part
of the effective interest rate, transaction costs and all other premiums or discounts. Transaction costs are incremental costs
that are directly attributable to the acquisition or issue of a financial asset or financial liability.
Total interest income and total interest expense for specific categories of financial assets and financial liabilities is presented
in note 22.
2.8 Revenue recognition
Policy applicable from January 1, 2018
Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts collected on
behalf of third parties. SaskCentral recognizes revenue when it transfers control of a product or service to a customer.
Determining the timing of the transfer of control, at a point in time or over time, requires judgment.
Nature of goods and services
SaskCentral earns revenue outside of interest income on financial assets. Revenues arising from these streams are
recognized based on contracts with customers. The consideration received does not include any significant financing
components that are not included in the transaction price. SaskCentral’s principal activities, from which SaskCentral
generates the majority of its revenue, are described below.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.8 Revenue recognition (continued)
Dues
SaskCentral collects dues from credit union members to fund various products and services such as corporate governance,
member relations, trade services, network services, system memberships and sponsorships. These services give member
credit unions access to a wealth of expertise. Saskatchewan credit unions pay an annual dues assessment fee to SaskCentral
based on a charge per membership (50% of the dues assessment) and a charge on assets (50% of the dues assessment).
The assessment of operating dues-funded functions is determined annually based on an operating dues budget which is
subsequently approved by the Board for which payment is due immediately upon demand. The services are rendered over
time and performance obligations are satisfied in the same manner; therefore, revenues are recognized over time. In the
instance when revenue from dues exceeds related expenses materially, there is an element of variable consideration. It is
considered highly probable that a significant reversal in the cumulative revenue for dues will not occur given historical level of
refunds in prior years.
Liquidity management assessment
SaskCentral collects liquidity management assessment fees from member credit unions to provide services such as clearing
and settlement, daily cash flow management and emergency liquidity management. The liquidity management assessment
fees are reviewed and approved by SaskCentral’s Board annually. The fees are assessed based on the size of member credit
unions’ liquidity deposits held at SaskCentral. The services are rendered over time and performance obligations are satisfied
in the same manner; therefore, revenues are recognized over time. Payment for the liquidity management assessment fee is
due on a monthly basis.
Consulting revenues
SaskCentral provides consulting services to Canadian credit unions in the areas of internal audit, anti-money laundering,
fraud management, deposit and lending compliance, risk management, strategic planning and board governance.
SaskCentral employees and external consultants provide these services. Credit unions leverage SaskCentral’s expertise for
their operational success. These services are provided under standard contracts for which performance obligations are
satisfied over time. Accordingly, revenue is accrued over the term when the consulting services are provided and typically
invoiced upon the completion of contract. The payment for consulting services is due immediately upon completion of the
contract.
Deposit and lending education
SaskCentral helps credit unions develop and maintain their competitive edge in the marketplace by offering annual
educational sessions. The sessions are designed to provide staff with the skills to be successful in today’s competitive
financial services environment. SaskCentral collects revenue on a per-participant basis and participation is at discretion of
credit unions. The performance obligations related to training are satisfied upon delivery of the training workshops and
revenue is recognized at a point in time. Payment for the educational session is due immediately prior to the session.
Management oversight revenues
SaskCentral provides support and management oversight of contractual arrangements between credit unions and suppliers
in regards to retail banking products, card issuance services, digital banking services and procurement services. Credit
unions can choose these services based on the size and complexities of the individual credit union.
The revenue is comprised of the fixed monthly fees and a per-member charge is billed monthly, for which payment is due
immediately. Management oversight is an ongoing activity and as such, performance obligations are satisfied over time.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.8 Revenue recognition (continued)
Clearing and settlement fee
SaskCentral charges a transaction fee to ensure timely and accurate clearing and settlement services are provided to
Saskatchewan credit unions and their members. Total transactions cleared and settled in a month are billed to credit unions
on a per-transaction basis, for which payment is due immediately. Therefore, revenue is recognized at a point in time based
on the right to invoice.
Policy applicable before January 1, 2018
Prior to the adoption of IFRS 15, SaskCentral’s fee for service revenues were recognized over the period in which the related
service was rendered.
Dues, which are included in non-interest income, were used to fund various products and services designed for credit unions.
Saskatchewan credit unions paid an annual dues assessment fee to SaskCentral based on a charge per membership (50% of
the dues assessment) and a charge on assets (50% of the dues assessment).
2.9 Cash and cash equivalents
Cash and cash equivalents consist of cash and highly liquid securities with a short maturity from the date of acquisition. They
are subject to insignificant risk of changes in fair value and are used to manage short-term cash commitments.
2.10 Derivative financial instruments
SaskCentral enters into derivative transactions on an intermediary basis on behalf of credit unions. These derivatives are
carried at fair value on a gross basis as derivative assets and liabilities. Further details of derivative financial instruments are
disclosed in note 10.
Derivatives are initially recognized at fair value at the date the derivative contracts are entered into and are subsequently
remeasured at their fair value at the end of each reporting period. The resulting gain or loss is recognized in profit or loss
immediately.
2.11 Property, plant and equipment
Property, plant and equipment are reported at cost less accumulated depreciation and impairment losses. Land is not
amortized.
Depreciation is recognized using the straight-line method over the estimated useful life of the item of property, plant and
equipment. Depreciation is discontinued when the residual value is equal to or greater than the net carrying value of a
depreciable asset. The residual value of an asset is the estimated amount that would be currently obtained from the disposal
of the asset, after deducting the estimated costs of disposal, if the asset was already of the age and in the condition expected
at the end of its useful life.
The applicable depreciation periods are as follows:
Building
40 years
Building improvements
5 to 35 years
Furniture and equipment
3 to 20 years
Depreciation methods, residual values and estimates of useful lives are reviewed at the end of each reporting period, with the
effect of any changes being accounted for on a prospective basis.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.11 Property, plant and equipment (continued)
The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying amount of the item if it is
probable that the future economic benefits embodied within the part will flow to SaskCentral and its cost can be measured
reliably. The carrying amount of the replaced part is derecognized. Day-to-day servicing costs of property, plant and
equipment are recognized in profit or loss as incurred.
Gains and losses arising from disposal of property, plant and equipment are measured as the difference between the
disposal proceeds and the carrying amount of the asset and are recognized in profit or loss.
2.12 Investment property
Investment property is property held for long-term rental income or for capital appreciation or both, and that is not occupied
by SaskCentral. Investment property may be partially occupied by SaskCentral with the remainder being held for rental
income or capital appreciation. If the part of the property held for rental income can be sold separately, SaskCentral accounts
for the portions separately. The portion that is owner-occupied is accounted for as property, plant and equipment and the
portion that is held for rental income is accounted for as an investment property. In order to determine the percentage of the
portions, SaskCentral uses the size of the property measured in square feet.
2.12 Investment property (continued)
Investment property is carried at its cost less any accumulated depreciation and accumulated impairment losses.
Depreciation is recognized using the straight-line method over forty years, which is the estimated useful life of the investment
property. Depreciation is discontinued when the residual value is equal to or greater than the net carrying value of a
depreciable asset. Depreciation methods, residual values and estimates of useful lives are reviewed at the end of each
reporting period, with the effect of any changes being accounted for on a prospective basis.
2.13 Intangible assets
Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortization and
accumulated impairment losses. Amortization is recognized on a straight-line basis over their estimated useful lives ranging
from two to five years.
Amortization methods and estimates of useful lives are reviewed at the end of each reporting period, with the effect of any
changes being accounted for on a prospective basis.
An intangible asset is derecognized on disposal, or when no further economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset are recognized in profit or loss when the asset is derecognized.
2.14 Impairment of non-financial assets
Non-financial assets such as property, plant and equipment, investment property and intangible assets are reviewed to
determine whether an impairment loss has occurred on the assets whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable.
If an impairment loss is presumed to exist, a recoverable amount is estimated for the asset to determine the extent of the
impairment loss. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. Value in
use is assessed as the estimated future cash flows discounted to present value using a discount rate reflecting current
market assessments of the time value of money and risks specific to the asset where future cash flows have not been
adjusted. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows (cash-generating units).
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.14 Impairment of non-financial assets (continued)
If the estimated recoverable amount is less than the carrying amount, the carrying amount is reduced to the estimated
recoverable amount. The difference between the recoverable and carrying amount is the impairment loss and the loss is
recognized in profit or loss immediately.
Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal of the impairment at
each reporting date and when there is an indication that reversal of the impairment may have occurred. Upon reversal of an
impairment loss the carrying amount is increased to the revised recoverable amount and the revised recoverable amount
does not exceed the carrying amount had the impairment loss not been recognized in prior years. The reversal is recognized
in profit or loss immediately. No non-financial assets were impaired in 2018 or 2017.
2.15 Taxation
Income tax expense represents current and deferred tax. Current tax and deferred tax are recognized in profit or loss except
to the extent that it relates to items recognized directly in equity or in OCI.
(a) Current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit for the year before income
taxes as reported in the separate statement of profit or loss because of items of income and expense that are taxable or
deductible in other years and items that are never taxable or deductible. SaskCentral’s current tax is calculated using tax
rates that have been enacted or substantively enacted by the end of the reporting period.
(b) Deferred tax
Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the separate financial statements. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantively enacted by the date of the separate balance sheet and are
expected to apply when the related deferred income tax asset is realized or the deferred income tax liability is settled. The
principal temporary differences arise from depreciation of property, plant and equipment, effective interest method and carryforward losses.
Deferred income tax is not recognized for the following: the initial recognition of goodwill, the initial recognition of assets or
liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable income, and
differences relating to investments in subsidiaries to the extent SaskCentral is able to control the timing of the reversal of the
temporary difference and to the extent that it is probable that the temporary differences will not reverse in the foreseeable
future.
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. A deferred tax asset is recognized
for differences relating to investments in subsidiaries to the extent that it is probable that the temporary differences will
reverse in the future and that future taxable profits will be available against which they can be utilized. Deferred tax assets
are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will
be realized.
A deferred tax liability is recognized when income taxes are payable in future periods as a result of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the separate financial statements.
Deferred tax related to fair value re-measurement of FVTOCI/available-for-sale securities, which are recognized in OCI, is also
recognized in OCI and subsequently in the separate statement of profit or loss together with the deferred gains or losses.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(b) Deferred tax (continued)
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities against current
tax assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax
entities, but SaskCentral intends to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will
be realized simultaneously.
2.16 Employee benefits
(a) Pension benefits
A defined contribution plan is a post-employment benefit plan under which SaskCentral pays fixed contributions into a
separate entity. SaskCentral has no legal or constructive obligations to pay further contributions if the plan does not hold
sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods.
The contributions are recognized as employee benefit expense when they are due in respect of service rendered before the
end of the reporting period. Prepaid contributions are recognized as an asset to the extent that a cash refund or a reduction
in the future payments is available. Contributions to a defined contribution plan that are due more than twelve months after
the end of the reporting period in which the employees rendered the service are discounted to their present value at the
reporting date.
(b) Short-term employee benefits
Short-term employee benefits obligations are measured on an undiscounted basis and are expensed as the related service is
provided.
A liability is recognized for the amount expected to be paid under SaskCentral’s annual incentive compensation plan if
SaskCentral has a present legal or constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.
2.17 Provisions
Provisions are recognized if, as a result of a past event, SaskCentral has a present legal or constructive obligation that can be
estimated reliably, and it is probable that SaskCentral will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of
money and, where appropriate, the risks specific to the liability.
2.18 Dividends
SaskCentral records dividends to shareholders as a reduction in retained earnings, in the year in which they are declared.
2.19 New standards and interpretations not yet adopted
At December 31, 2018 a number of standards and interpretations, and amendments thereto have been issued by the
International Accounting Standards Board (IASB), which are not effective for these separate financial statements. Those
which could have an impact on SaskCentral’s separate financial statements are discussed below.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
2.19 New standards and interpretations not yet adopted (continued)
(a) Leases
The IASB has published a new standard, IFRS 16, Leases (IFRS 16). The new standard brings most leases on-balance sheet
for lessees under a single model, eliminating the distinction between operating and finance leases. Lessor accounting has
remained largely unchanged. IFRS 16 supersedes IAS 17, Leases and related Interpretations and is effective for periods
beginning on or after January 1, 2019. SaskCentral is currently evaluating the impact of the new standard on its financial
statements.
SaskCentral did not early adopt any new or amended standards in 2018.

3. TRANSITION IMPACT OF IFRS 9 ADOPTION
SaskCentral adopted IFRS 9 effective January 1, 2018. Comparative periods have not been restated. Differences in the
carrying amounts of financial assets and financial liabilities resulting from the adoption of IFRS 9 are recognized in retained
earnings and AOCI as at January 1, 2018. Accordingly, the information presented for 2017 does not reflect the requirements
of IFRS 9 and therefore is not comparable to the information presented for 2018 under IFRS 9.
The following assessments have been made on the basis of facts and circumstances that existed at the date of initial
application:



an assessment regarding the business model within which a financial asset is held; and
for financial liabilities designated as at FVTPL, the determination of whether presenting the effects of changes in the
financial liability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or loss.

If a debt instrument had low credit risk at the date of initial application of IFRS 9, then SaskCentral has assumed that credit
risk on the asset has not increased significantly since its initial recognition.
IFRS 9 is not applied to financial assets or financial liabilities that have been derecognized as at January 1, 2018.
(a) Classification and measurement of financial assets and financial liabilities on the date of initial application of IFRS 9
SaskCentral’s accounting policies on the classification and measurement of financial instruments under IFRS 9 are set out in
note 2.6. The application of these policies resulted in significant changes for SaskCentral.
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3. TRANSITION IMPACT OF IFRS 9 ADOPTION (continued)
(a) Classification and measurement of financial assets and financial liabilities on the date of initial application of IFRS 9
(continued)
The following table provides the original measurement categories in accordance with IAS 39 and the new measurement
categories under IFRS 9 for SaskCentral’s financial assets and financial liabilities as at January 1, 2018.

Note
Financial assets
Cash and cash equivalents
Certain debt and equity
securities

8
9

Certain debt securities
MAV
Derivative assets
Loans

10
11

Trade and other receivables

IAS 39 carrying
amount
$

IFRS 9 carrying
amount
$

256,352

256,352

222,782
1,962,867
1,838
42,064
307
7,000

222,782
1,962,867
1,836
42,064
3,986
6,993

FVTPL
FVTPL
Amortized cost

467
9,399
31,169

467
9,399
31,153

Amortized cost

365

365

2,534,610

2,538,264

282,018
1,962,246
9,399

282,018
1,945,801
9,399

77,739

77,739

8,056

8,056

2,339,458

2,323,013

IAS 39
classification

IFRS 9
classification

Loans and
receivables
Available-for-sale

Amortized cost
FVTOCI
Designated FVTPL
Amortized cost
FVTPL
Designated FVTOCI
Amortized cost

Loans and
receivables
FVTPL
FVTPL
Loans and
receivables
Loans and
receivables

Total financial assets
Financial liabilities
Deposits
Derivative liabilities
Loans and notes payable
Trade and other payables

18
10
19

Other financial
liabilities
FVTPL
Other financial
liabilities
Other financial
liabilities

Amortized cost
Designated FVTPL
FVTPL
Amortized cost
Amortized cost

Total financial liabilities
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3. TRANSITION IMPACT OF IFRS 9 ADOPTION (continued)
(a) Classification and measurement of financial assets and financial liabilities on the date of initial application of IFRS 9
(continued)
The following table provides the impact from the transition to IFRS 9 on the separate balance sheet as at January 1, 2018
transition date showing the carrying values reclassified as a result of changes in classification, the changes in carrying values
resulting from applying the measurement requirements of IFRS 9 and the adjustment for recognizing impairment under IFRS
9.

Assets
Cash and cash
equivalents
Securities at FVTOCI
Securities designated at
FVTPL
Securities at amortized
cost
Securities at FVTPL
Securities designated
at FVTOCI
Derivative assets
Loans
Trade and other
receivables
Other assets (2)
Total assets
Liabilities
Deposits at amortized
cost
Deposits designated
at FVTPL
Derivative liabilities
Loans and notes
payable
Trade and other
payable
Other liabilities
Total liabilities
Equity
Share capital
Retained earnings
Accumulated other
comprehensive
income
Total equity
(1)
(2)

IAS 39
carrying
amount
December
31, 2017
$

Adjustment
for
reclassification
$

Adjustment
for remeasurment
$

Adjustment
for own credit
risk (1)
$

Adjustment
for
impairment
$

Adjustment
for tax
$

IFRS 9
carrying
amount
January 1,
2018
$

256,352
2,229,858

(2,007,076)

-

-

-

-

256,352
222,782

-

1,962,867

-

-

-

-

1,962,867

7,000
467

1,838
42,064

(2)
-

-

(7)
-

-

8,829
42,531

9,399
31,169

307
-

3,679
-

-

(16)

-

3,986
9,399
31,153

365
345,835
2,880,445

-

(7,608)
(3,931)

-

(23)

(4,884)
(4,884)

365
333,343
2,871,607

2,244,264

(1,962,246)

-

-

-

-

282,018

9,399

1,962,246
-

(16,445)
-

-

-

-

1,945,801
9,399

77,739

-

-

-

-

-

77,739

8,056
602
2,340,060

-

(16,445)

-

-

-

8,056
602
2,323,615

161,607
361,487

22,532

8,547

(4,552)

(59)

(5,445)

161,607
382,510

17,291
540,385

(22,532)
-

3,967
12,514

4,552
-

36
(23)

561
(4,884)

3,875
547,992

Reclassification of cumulative changes in SaskCentral’s own credit risk on deposits classified as FVTPL.
The adjustment for remeasurement of other assets relates to the IFRS 9 opening adjustment for Concentra Bank, which SaskCentral has
recorded as an adjustment to investment in associates on January 1, 2018.
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3. TRANSITION IMPACT OF IFRS 9 ADOPTION (continued)
(b) Recognition of impairment on financial assets
The following table reconciles the closing allowance for credit losses in accordance with IAS 39 to the opening allowance for
credit losses determined in accordance with IFRS 9 as at January 1, 2018.
December 31, 2017
(IAS 39)
$

Remeasurement
$

January 1, 2018
(IFRS 9)
$

-

23

23

-

36
59

36
59

Loans and receivables under IAS 39
/ financial assets at amortized
cost under IFRS 9 (includes cash
and cash equivalents)
Available-for-sale debt instruments
under IAS 39 / financial assets at
FVTOCI under IFRS 9
Total
(c) Impact to opening retained earnings and reserves

The following table analyzes the impact, net of tax of transition to IFRS 9 on retained earnings and AOCI reserves. The impact
relates to the own credit risk reserve, the fair value reserve and retained earnings. There is no impact on other components of
equity.
$
Retained earnings, net of tax
Closing balance under IAS 39 (December 31, 2017)
Reclassification of securities from available-for-sale to FVTPL
Remeasurement under IFRS 9
Own credit risk adjustments under IFRS 9
Recognition of expected credit losses under IFRS 9
Income tax adjustments under IFRS 9 (January 1, 2018)
Impact of adopting IFRS 9 at January 1, 2018
Opening balance under IFRS 9 (January 1, 2018)
Accumulated other comprehensive income, net of tax
Own credit risk reserve
Closing balance under IAS 39 (December 31, 2017)
Own credit risk adjustments under IFRS 9
Income tax adjustments under IFRS 9 (January 1, 2018)
Impact of adopting IFRS 9 at January 1, 2018
Opening balance under IFRS 9 (January 1, 2018)

361,487
22,532
8,547
(4,552)
(59)
(5,445)
21,023
382,510

4,552
(1,218)
3,334
3,334

Fair value reserve
Closing balance under IAS 39 (December 31, 2017)
Reclassification of investment securities from available-for-sale to FVTPL
Remeasurement under IFRS 9
Recognition of expected credit losses under IFRS 9 for debt financial assets at FVTOCI
Income tax adjustments under IFRS 9 (January 1, 2018)
Impact of adopting IFRS 9 at January 1, 2018
Opening balance under IFRS 9 (January 1, 2018)
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The preparation of the separate financial statements requires management to make estimates and assumptions that affect
the reported amounts of assets, liabilities, profits and losses during the reporting period. Accordingly, actual results may
differ from those estimates. All estimates and assumptions required in conformity with IFRS are best estimates undertaken
in accordance with the applicable standard. Estimates and judgments are evaluated on a continuous basis, and are based
on historical experience and other factors, including expectations with regard to future events. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period or in the period
of the revision and future periods if the revision affects both current and future periods.
Critical judgments in applying accounting policies
The following are the critical judgments that management have made in the process of applying SaskCentral’s accounting
policies and that have the most significant effect on the amounts recognized in the separate financial statements.
Business model assessment
Classification and measurement of financial assets under IFRS 9 depends on the results of the SPPI and the business model
test. SaskCentral determines the business model at a level that reflects how groups of financial assets are managed together
to achieve a particular business objective. This assessment requires judgment reflecting all relevant evidence including how
the performance of the assets is evaluated and their performance measured, the risks that affect the performance of the
assets and how these are managed, and how the managers of the assets are compensated.
Allowance for credit losses
For the current year ended December 31, 2018
The ECL model requires the recognition of credit losses based on twelve months of expected losses for performing financial
assets and recognition of lifetime expected losses on performing loans that have experienced a significant increase in credit
risk since origination. The determination of a significant increase in credit risk takes into account many different factors and
varies by product and risk segment. The main factors considered in making this determination are relative changes in PD
since origination, and certain other criteria such as 30-day past due and DBRS ratings. The assessment of significant
increase in credit risk requires judgment.
In determining whether there has been a significant increase in credit risk and in calculating the amount of expected credit
losses, SaskCentral must rely on estimates and exercise judgment regarding matters for which the ultimate outcome is
unknown. These judgments include changes in circumstances that may cause future assessments of credit risk to be
materially different from current assessments, which could require an increase or decrease in the expected credit loss
allowance.
For the year ended December 31, 2017
SaskCentral reviewed its asset portfolio to assess impairment on an annual basis. In determining whether an
impairment loss should be recorded in the separate statement of profit or loss, SaskCentral made judgments as to
whether there was any observable evidence to suggest impairment may exist before the decrease could be identified in
the asset portfolio. This evidence may have included observable data indicating that there was an adverse change in
the payment status of borrowers in a group, or national or local economic conditions that correlate with defaults on
assets in the portfolios. Management used estimates based on historical loss experience for assets with credit risk
characteristics and objective evidence of impairment similar to those in the portfolio when forecasting its future cash
flows.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Critical judgments in applying accounting policies (continued)
Control of Concentra Bank
Concentra Bank is a subsidiary of SaskCentral as a result of SaskCentral’s ability to call a special resolution vote on any
matter or Board decision related to Concentra Bank and its 84.0% (2017 - 84.0%) voting interest in Concentra Bank. In
addition, SaskCentral has the power to appoint and remove four out of the twelve directors of Concentra Bank. Management
has concluded that SaskCentral has control over Concentra Bank due to SaskCentral’s ability to call a special resolution on
any matter and its power to appoint and remove directors of Concentra Bank. For the purposes of these separate financial
statements, SaskCentral accounts for Concentra Bank using the equity method.
Significant influence over Celero Solutions
SaskCentral has significant influence over Celero Solutions by virtue of its 33.3% (2017 – 33.3%) interest in Celero Solutions.
SaskCentral has the right to appoint two out of six (33.3%) members of the Celero Solutions Management Committee.
Management has concluded that due to the lack of unanimous consent required to make decisions regarding relevant
activities, SaskCentral does not have joint control over Celero Solutions. However, since SaskCentral has 33.3% of the voting
power of Celero Solutions, management has concluded that SaskCentral has significant influence over Celero Solutions.
Significant influence over Saskatchewan Entrepreneurial Fund Joint Venture
CUVentures LP has 100% ownership of Saskatchewan Entrepreneurial Fund Limited Partnership (SEF LP), which has a
45.45% share in Saskatchewan Entrepreneurial Fund Joint Venture (SEF JV). SaskCentral has significant influence over SEF
JV by virtue of SEF LP’s 45.45% (2017 – 45.45%) interest in SEF JV. SaskCentral has the ability to appoint two out of five
members (40%) to the Executive Committee of SEF JV. Management has concluded that due to the lack of unanimous
consent required to make decisions, SaskCentral does not have joint control of SEF JV. However, since SaskCentral has 40%
of the voting power of SEF, through CUVentures LP, management has concluded that SaskCentral has significant influence
over SEF.
Significant influence over CUC Wealth
Effective April 1, 2018, SaskCentral transferred its shares and subordinated debt of Northwest and Ethical Investments (NEI)
and Credential Financial Inc. in exchange for ownership of 10.92% of the newly formed CUC Wealth. CUC Wealth serves as a
holding company for the five provincial credit union centrals and other co-operatives’ ownership in Aviso Wealth Inc. (Aviso).
Aviso was formed on April 1, 2018 as a result of a merger between Credential Financial Inc., NEI and Qtrade Canada Inc.
(Qtrade). Aviso is a national, integrated financial services company serving the wealth management needs of Canadian credit
unions and independent financial organization.
SaskCentral has significant influence over CUC Wealth through its representation on the board of directors and participation
in policy-making processes. SaskCentral has the right to appoint one out of nine (11.1%) members of the CUC Wealth board
of directors and management has concluded that SaskCentral has significant influence over CUC Wealth. SaskCentral’s
representation on the CUC Wealth board of directors provides the ability to participate in and influence financial, operating
and policy-making processes, including participation in decisions around distributions of CUC Wealth.
In accordance with IFRS 3 – Business Combinations and IAS 28 - Investments in Associates and Joint Ventures, management
elected to use the fair value as deemed cost approach for this transaction. As a result, the existing shares and subordinated
debt of NEI and Credential Financial Inc. were re-valued at fair value on the date of acquisition of CUC Wealth.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Critical judgments in applying accounting policies (continued)
Transfer of control of goods or services
Under IFRS 15, revenue is recognized when a customer obtains control of the goods or services. Determining the timing of
the transfer of control, at a point in time or over time, requires judgment. In making the judgment, management considered
the detailed criteria for recognition of revenue set out in IFRS 15.
Classification of CUPS Payment Services as a joint operation
SaskCentral owns 50% interest in CUPS Payment Services (CUPS) in which unanimous consent is required for decision
making. The remaining 50% interest in CUPS is owned by Alberta Central. CUPS is an unincorporated joint operation
structured through a separate vehicle with a contractual arrangement. This separate vehicle is an unincorporated joint
venture and is not seen as a separate entity under law. An unincorporated joint venture does not offer limited liability and the
assets and liabilities held in the separate vehicle are regarded legally as the assets and liabilities of SaskCentral and Alberta
Central based on their proportionate share in the joint operation. The legal form of the contractual arrangement gives
SaskCentral and Alberta Central rights to the assets and obligations for the liabilities, in proportion to their proportionate
share in the joint operation. The contractual agreement between SaskCentral and Alberta Central states that the gross
revenues, expenses, income and losses of the joint operation shall belong to, be owned by and borne exclusively by
SaskCentral and Alberta Central in proportion to their proportionate share in the joint operation. For the purposes of these
separate financial statements, SaskCentral accounts for CUPS using the equity method.
Business combination
SaskCentral used significant judgement in assessing whether the continuance of Concentra Bank in 2017 was considered a
business combination under IFRS 3 – Business Combinations. In assessing the transaction, SaskCentral reviewed the bylaw
changes of Concentra Bank and considered the legal structure changes resulting from Concentra Bank’s continuance.
Management concluded that due to the change in the legal structure of Concentra Bank, SaskCentral was considered to have
obtained control of Concentra Bank effective January 1, 2017 through a step-acquisition.
Key sources of estimation uncertainty
The following are key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.
Fair value measurements and valuation processes
Some of SaskCentral’s financial assets and financial liabilities are measured at fair value for financial reporting purposes. In
estimating the fair value of an asset or liability, SaskCentral uses market-observable data to the extent it is available. Where
Level 1 inputs are not available, SaskCentral utilizes valuation techniques, such as discounted cash flow models, or
observable data from sources such as Bloomberg, to calculate the fair value of assets and liabilities. Where valuation
techniques such as models are used to determine fair values, they are validated and periodically reviewed by SaskCentral’s
valuation subcommittee. Information about the valuation techniques and inputs used in determining the fair value of various
assets and liabilities is disclosed in notes 6, 13 and 15.
Calculation of expected credit losses
The calculation of expected credit losses includes the explicit incorporation of forecasts of future economic conditions.
SaskCentral has developed models incorporating specific macroeconomic variables that are relevant to each specific
portfolio. SaskCentral exercises judgment to incorporate multiple economic forecasts which are probability-weighted in the
determination of the final expected credit loss. The allowance is sensitive to changes in both economic forecast and the
probability-weight assigned to each forecast scenario.
32

Notes to the Separate Financial Statements
December 31, 2018
in thousands of Canadian dollars

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Key sources of estimation uncertainty (continued)
Own credit risk
Determination of fair value changes in own credit risk on financial liabilities designated at FVTPL requires SaskCentral to
utilize valuation techniques, such as discounted cash flow model, where observable data is obtained from sources such as
Bloomberg. Where valuation techniques such as models are used to determine SaskCentral’s own credit risk, they are
validated and periodically reviewed.
Valuation of Concentra Bank
As a result of acquisition of control of Concentra Bank, SaskCentral performed a valuation of Concentra Bank effective
January 1, 2017. In performing the valuation, SaskCentral used discounted cash flow models and income approaches, or
observable data from sources to calculate the value of Concentra Bank. Information about the valuation techniques and
inputs used in determining the fair value of Concentra Bank is disclosed in note 29.
Income taxes
The deferred income tax liability recognized is based on future profitability assumptions within the foreseeable future.
SaskCentral has determined that it is not probable that the temporary differences relating to Concentra Bank will reverse in
the foreseeable future. Therefore, no deferred tax liability has been recorded on the temporary differences related to
Concentra Bank. In the event of changes to these profitability assumptions, the deferred income tax liability recognized may
be adjusted.

5. FINANCIAL RISK MANAGEMENT
The Financial Management Policy outlines risk management activities that support the maintenance of sufficient liquidity
while ensuring capital adequacy. As a financial institution, SaskCentral is exposed to the following risks as a result of holding
financial instruments: credit risk, market risk, and liquidity risk. The following is a description of these risks and how they are
managed.
Credit risk
Credit risk arises from a counterparty’s inability or unwillingness to fully meet its contractual obligations. The credit risk on
securities and loans relates to principal and interest amounts. For derivatives, credit risk is the contract’s replacement cost
as opposed to its notional value.
SaskCentral manages credit risk by:







Restricting the concentration of credit to issuer, issuer group, and industry;
Establishing prudent loan structuring, credit review and authorization processes;
Monitoring the quality of the credit portfolio ensuring conservative valuation and timely recognition of losses through
specific loan impairment charges and securities write downs;
Providing new and annual reviews of issuers and industries for credit quality;
Limiting credit union loans; and
Limiting the use of derivatives.

SaskCentral’s Board is responsible for approving the credit risk tolerances in the Financial Management Policy upon the
recommendation of the Audit and Risk Committee. Compliance to this policy is presented to the Audit and Risk Committee on
a quarterly basis.
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5. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
The Credit Committee, established by the Board and comprised of members of executive and senior management, has the
authority to approve large loans. The Financial Management Advisory Committee, established by the Board and comprised of
members of executive and senior management, has the authority to set credit risk strategies for the security and loan
portfolios within the risk tolerances in the Financial Management Policy.
The following reports, related to the management of credit risk, are provided to the SaskCentral Board:




Monitored and Non-Productive Assets Report
Large Lending Credit Report

The SaskCentral credit risk objectives and methodologies have not changed materially from December 31, 2017.
SaskCentral assumes credit risk in both the security and loan portfolios. In the securities portfolio, SaskCentral supplements
its internal credit analysis with industry recognized rating agency data (DBRS, Standard and Poor’s, and Moody’s). In the
loans portfolio, SaskCentral places primary reliance on internal risk ratings and a comprehensive review of the credit
worthiness of the borrower. SaskCentral does not transact in credit derivatives.
SaskCentral is exposed to credit related losses in the event of non-performance by the counterparties to derivative contracts.
In determining the credit quality of derivative instruments both SaskCentral’s own credit risk and the risk of the counterparty
are considered elements of the credit quality.
Credit risk is measured by using a credit equivalent amount. The credit equivalent amount is derived from the sum of the
positive replacement cost and the potential credit risk exposure which reflects the potential change in replacement cost in
relation to the remaining term to maturity of the contract. Potential credit risk exposure is calculated in accordance with the
capital adequacy guidelines as prescribed by CUDGC.
SaskCentral’s maximum exposure to credit risk, including undrawn commitments, without taking account of any collateral
held or other credit enhancements is:
2018
$
Amount
outstanding

Undrawn
commitments

Total

Cash and cash equivalents
Securities
Derivative assets
Loans
Investments in subsidiaries, associates and joint
operations

266,875
2,168,417
7,279
12,522

526,605

266,875
2,168,417
7,279
539,127

375,796

-

375,796

Total exposure

2,830,889

526,605

3,357,494
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5. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
2017
$
Amount
outstanding

Undrawn
commitments

Total

Cash and cash equivalents
Securities
Derivative assets
Loans
Investments in subsidiaries, associates and joint
operations

256,352
2,237,325
8,364
31,169

512,031

256,352
2,237,325
8,364
543,200

326,492

-

326,492

Total exposure

2,859,702

512,031

3,371,733

The following table summarizes the authorized credit exposures based on SaskCentral’s internal risk rating for loans.

Low risk
Risk rating 1
Risk rating 2
Standard monitoring
Risk rating 3
Risk rating 4
Special monitoring
Risk rating 5
Default
Risk rating 6
Risk rating 7
Total exposure

2018
$

2017
$

529,583
-

534,279
1,000

7,711

7,711

-

-

-

-

537,294

542,990

The following table summarizes the risk rating based on recognized rating agency data for FVTPL and designated at FVPTL
securities at carrying value.

AAA/R1H
AA/R1M
A/R1L
BBB/R2H
Co-operatives
Unrated
Total exposure
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2018
$

2017
$

764,594
435,989
696,020
87,118
1,932
350
1,986,003

467
467
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5. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
The following table summarizes the risk rating based on recognized rating agency data for FVTOCI (2017 - available-for-sale)
securities at carrying value.

AAA/R1H
AA/R1M
A/R1L
BBB/R2H
Co-operatives
Total exposure

2018
$

2017
$

42,856
46,878
65,808
7,503
4,331
167,376

824,329
305,242
1,014,052
44,377
33,460
2,221,460

Refer to note 9 for information on the credit quality performance of the security portfolio and note 11 for information on the
credit quality performance of the loan portfolio.
Concentrations of credit risk indicate relative sensitivity of performance to developments affecting a particular industry or
geographic region. The following table summarizes the authorized credit exposures associated with financial instruments by
industry.
Credit risk exposure by industry:

Automobile financing
Banking (Schedule 1)
Credit card issuing/financing
Diversified holdings
Information
Insurance carriers and related activities
Local credit union
Manufacturing
MAV
Mining & oil and gas extraction
Other non-depository (co-operatives)
Public administration (federal, provincial, and municipal government)
Real estate
Residential mortgages (conventional)
Retail trade
Securities, commodity contracts and other financial institutions
Transportation and warehousing
Utilities
Wholesale trade
Total exposure
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2018
$

2017
$

57,300
592,564
17,393
44,020
1,797
538,684
83,124
350
18,471
518,870
1,350,783
55,187
1,095
7,026
3,034
36,616
30,174
1,006
3,357,494

50,584
771,344
32,287
1,000
15,139
1,797
443,963
59,435
467
1,358
677,335
1,190,800
39,150
1,184
11,886
60,083
12,904
1,017
3,371,733
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5. FINANCIAL RISK MANAGEMENT (continued)
Market risk
Market risk arises from three components:




Interest rate risk which results from movements in interest rates. This risk primarily results from timing differences
in the re-pricing of assets and liabilities as they mature or are contractually re-priced;
Price risk which results from changes in the market price of an asset or liability; and
Foreign exchange risk which results from movements in foreign exchange rates.

SaskCentral manages market risk by:






Acquiring assets which are marketable with minimal risk of price fluctuation;
Establishing market risk limits;
Monitoring exposure and simulating the impact of interest rate changes;
Monitoring exposure to changes in foreign exchange rates; and
Undertaking stress testing.

SaskCentral’s Board is responsible for approving the market risk tolerances in the Financial Management Policy upon the
recommendation of the Audit and Risk Committee. Compliance to these policies is presented to the Audit and Risk
Committee on a quarterly basis. These policies outline maximum limits for the exposure of net interest income and the
economic value of equity to market risk.
The Financial Management Advisory Committee has the authority to set market risk strategies for the balance sheet within
the risk tolerances in the Financial Management Policy. In addition, management monitors the monthly simulation of the
impact of interest rate changes to ensure market risk levels remain within policy and strategy parameters, and reviews
derivative holdings.
The SaskCentral market risk objectives and methodologies have not changed materially from December 31, 2017.
The market risk position is measured on a monthly basis. Measurement of risk is based upon key assumptions such as
future interest rate movements, asset growth, and funding mix. The short term (next 12 months) risk position is assessed by
measuring both the impact of an immediate 200 basis points (bp) shock and a 30% rate ramp scenario on the adjusted net
interest income which is the net interest income adjusted for realized gains and losses on derivatives. In prior years, the
short term risk position was assessed by measuring the impact of an immediate 100 bp shock and a 30% rate ramp scenario
on the adjusted net interest income. The long term risk position is assessed by measuring both the impact of an immediate
200 bp shock and a 30% rate ramp scenario on the economic value of equity. In prior years, the long term risk position is
assessed by measuring both the impact of an immediate 200 bp shock and a 30% rate ramp scenario on the economic value
of equity.
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5. FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
(a) Interest rate risk
The following represents the SaskCentral market risk position:
2018

Impact of:
200 bp increase in rates
200 bp decrease in rates
Impact of:
30% rate ramp increase
30% rate ramp decrease
Policy applicable before January 1, 2018
100 bp increase in rates
100 bp decrease in rates

2017

Adjusted
net interest
income

Economic
value of
equity

Adjusted
net interest
income

Economic
value of
equity

29.8%
(24.1%)

(1.0%)
0.9%

N/A
N/A

N/A
N/A

7.0%
(4.0%)

(0.2%)
0.2%

1.9%
(3.9%)

(0.6%)
0.4%

N/A
N/A

N/A
N/A

7.1%
(8.1%)

(0.4%)
0.4%

SaskCentral’s exposure to interest rate risk is the risk of capital and earnings volatility due to changes in interest rates. This
arises when assets and liabilities have different maturity profiles. Interest rate risk has the potential to affect capital strength.
Capital volatility is managed by matching asset duration or cash flows to liability duration or cash flows.
Interest rate derivatives may be used to manage the duration or cash flow mismatch. SaskCentral monitors interest rate
changes monthly on a forecasted basis.
SaskCentral evaluates interest rate risk by determining the financial impact under a variety of scenarios. SaskCentral limits
the impact of interest rate changes so that an immediate 200 bp parallel shift in the yield curve will not negatively affect the
economic value of equity by more than 20% or projected annual net interest income by more than 40% and a 30% rate ramp
scenario will not negatively affect the economic value of equity by more than 10% or projected annual net interest income by
more than 20%.
In prior years, SaskCentral limited the impact of interest rate changes so that an immediate 100 bp change in the interest
rate will not negatively affect economic value of equity by more than 10% or projected annual net interest income by more
than 10% and a 30% rate ramp scenario will not negatively affect the economic value of equity by more than 10% or
projected annual net interest income by more than 10%.
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5. FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
(a) Interest rate risk (continued)
SaskCentral’s interest rate sensitivity to a 200 bp fluctuation (2017 – 100 bp fluctuation) in the yield curve over the next
twelve months would be as outlined in the following table:
2018
$
Profit
Other
(loss) for the comprehensive
year
(loss) income
Impact of:
200 bp increase in rates
200 bp decrease in rates
Policy applicable before January 1,
2018
100 bp increase in rates
100 bp decrease in rates

2017
$
Profit
(loss) for the year

Other
comprehensive
(loss) income

7,901
4,619

(2,607)
2,504

N/A
N/A

N/A
N/A

N/A
N/A

N/A
N/A

13,802
11,845

(3,005)
2,945

(b) Other price risk
Other price risk is the risk that the fair value or future cash flows of a financial instrument, including derivatives, will fluctuate
because of changes in market prices (other than those arising from interest rate risk or foreign exchange 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. SaskCentral’s most significant other price risk relates to its holdings of assetbacked commercial paper (ABCP) as described in note 9. SaskCentral manages its other price risk by adhering to the
Financial Management Policy.
Liquidity risk
Liquidity risk arises from the inability to generate or obtain necessary cash or cash equivalents in a timely manner, at a
reasonable price, to meet commitments as they become due, without incurring unacceptable losses.
Liquidity risk specific to the role of SaskCentral as operating liquidity manager is managed by:








Investing in a stock of high quality liquid assets (HQLA);
Ensuring liquidity funding sources are sufficient to meet the requirements for normal operating mode, emergency
operating mode, and bridge operations;
Complying with the requirements of the Group Clearer, which is based on a 95% confidence interval of the rolling
one-year average of daily net cash flows to meet the standards described by the Bank of Canada’s Standing
Liquidity Facility;
Maintaining a Liquidity Crisis Management Plan document, and a Capital & Liquidity Options for Credit Unions
document and disseminating to credit unions;
Undertaking stress testing to assist in identifying, measuring and controlling liquidity risks and assessing liquidity
sufficiency in case of both internal and market-wide stress events; and
Maintaining an investment grade rating of R1-low.
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5. FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk (continued)
The assessment of the liquidity position reflects management’s estimates, assumptions, and judgments relative to current
and future company specific operations and market conditions.
The SaskCentral Board is responsible for approving the liquidity risk tolerances in the Financial Management Policy upon the
recommendation of the Audit and Risk Committee. Compliance to these policies is presented to the Audit and Risk
Committee on a quarterly basis.
The Financial Management Advisory Committee has the authority to set liquidity risk strategies for the balance sheet within
the risk tolerances in the Financial Management Policy. In addition, this committee reviews compliance to mandatory
liquidity requirements and monitors the liquidity position and projections, including the results of stress testing.
In the normal course of business SaskCentral enters into contracts that give rise to commitments of future minimum
payments which affect liquidity.
The following table provides a summary of the SaskCentral primary future contractual funding commitments.
2018
$
Within
3 months

Over
3 months
to 1 year

Over
1 year
to 5 years

Over
5 years

Total

Loans payable
Notes payable

23,150
41,928

-

-

-

23,150
41,928

Total Exposure

65,078

-

-

-

65,078

Within
3 months

Over
3 months
to 1 year

2017
$
Over
1 year
to 5 years

Over
5 years

Total

45,755
31,984
77,739

-

-

-

45,755
31,984
77,739

Loans payable
Notes payable
Total Exposure

SaskCentral uses three metrics to monitor liquidity risk: the SaskCentral stand-alone Liquidity Coverage Ratio (LCR), a
system-wide LCR and a liquidity score. The system-wide LCR is a combined view of Saskatchewan credit unions and is
calculated by CUDGC. The stand-alone LCR is modeled after the 2017 Liquidity Adequacy Requirements (LAR) Guidelines
published by OSFI. This guideline does not apply to SaskCentral; however, SaskCentral has incorporated the LAR principles in
the LCR.
2018
$
Policy limit
Actual

System-wide LCR
120%
241%

2017
$
Stand-alone LCR
110%
180%
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5. FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk (continued)
SaskCentral also evaluates liquidity quality of investments using the liquidity score. The liquidity score is an internal rating
system developed by all Group Clearing participants. Ratings range from 0 to 4 with 0 indicating the investment is illiquid and
4 indicating the investment can be sold immediately to any dealer. The policy limit describes a liquidity score of 3.0 or better.
The liquidity score was 3.5 at December 31, 2018 (2017 – 3.4).
SaskCentral’s liquidity risk objectives and policies have not changed materially from December 31, 2017.

6. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
Some of SaskCentral’s financial assets and financial liabilities are measured at fair value at the end of each reporting period.
The following table provides information about how the fair values of these financial assets and financial liabilities are
determined (in particular, the valuation technique(s) and inputs used).
Fair value of financial assets and financial liabilities measured at fair value on recurring basis
Fair value as at
2018
2017
Instrument
Financial assets
Government

Classification

$

$

Fair value
hierarchy

FVTOCI
Designated
FVTPL
Available-forsale (1)

34,077
1,265,866

-

Level 2
Level 2

-

1,174,666

Level 2

Valuation
technique(s) and
key input(s)

Significant
unobservable
input(s)

Market
comparable prices
using quoted bid
prices obtained
from Bloomberg,
or dealer quoted
prices where
applicable.

N/A
N/A
N/A

Corporate
Corporate debt
FVTOCI
Designated
FVTPL
Available-forsale (1)
Credential
Financial
subordinated
debentures

(1)

Available-forsale (1)

31,661

-

322,512

-

-

285,029

-

574

Presented for comparative purposes. Applicable before January 1, 2018.
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Level 2
Level 2
Level 2
Level 2

Market comparable
prices using quoted
bid prices obtained
from Bloomberg, or
dealer quoted prices
where applicable.
Discounted cash
flow. Future cash
flows were
determined based
on a fixed coupon
rate of 5.13%.
Discount rate of
5.06%, estimated
using market
comparable rates
from Bloomberg.

N/A
N/A
N/A
N/A
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6. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (continued)
Fair value of financial assets and financial liabilities measured at fair value on recurring basis (continued)

Instrument
Classification
Financial assets (continued)

Fair value as at
2018
2017
$
$

Corporate (continued)
Credential
Available-forSecurities
sale (1)
subordinated
debentures

Fair value
hierarchy

Valuation technique(s)
and key input(s)

Discounted cash
flow. Future cash
flows were
determined based on
a fixed coupon rate of
3.65%. Discount rate
of 3.76%, estimated
using market
comparable rates
from Bloomberg.
Combined multiplier
approach using
comparable entities and
precedent transactions
and discounted cash
flow.

-

658

Level 2

Credential
Financial
partnership
units

Available-forsale (1)

-

16,380

Level 3

Northwest and
Ethical
Investments
partnership
units

Available-forsale (1)

-

12,285

Level 3

Combined multiplier
approach using
comparable entities and
precedent transactions
and discounted cash
flow.

97,307
395,343

-

Level 2

Market comparable
prices using quoted bid
prices obtained from
Bloomberg, or dealer
quoted prices where
applicable.
Discounted cash flow.
Future cash flows based
on projected operating
results of the entity and
a terminal growth rate of
2%. Discount rate
ranging 10% - 11%.
Market comparable
prices using quoted bid
prices obtained from
Bloomberg, or dealer
quoted prices where
applicable.

Chartered banks FVTOCI
FVTPL and
designated
FVTPL
Available-forsale (1)
Co-operatives (2) FVTOCI

FVTPL

Level 2
-

728,305

Level 2

4,331

-

Level 2

17

-

Level 2

Significant
unobservable
input(s)

N/A

Earnings
multipliers
ranging from
7.0 to 13.5
and assets
under
administration
multipliers
ranging from
1.0% to 2.0%.
Earnings
multipliers
ranging from
8.0 to 10.0
and assets
under
administration
multipliers
ranging from
2.5% to 3.5%.
N/A
N/A
N/A
N/A

N/A

Presented for comparative purposes. Applicable before January 1, 2018.
co-operative securities with a carrying value at December 31, 2018 of $1,915 (2017 - $3,563) are not included in this note as
these securities are carried at cost because cost is the appropriate estimate of fair value.
(1)

(2) Certain
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6. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (continued)
Fair value of financial assets and financial liabilities measured at fair value on recurring basis (continued)

Instrument
Classification
Financial assets (continued)
Corporate (continued)
MAVIII
FVTPL
Derivative assets
Index-linked term
deposits

Financial liabilities
Deposits (1)

Derivative liabilities
Index-linked term
deposits

(1)

FVTPL

Designated at
FVPTL

FVTPL

Fair value as at
2018
2017
$
$

Fair value
hierarchy

Valuation technique(s)
and key input(s)

Significant
unobservable
input(s)

350

467

Level 2

Market comparable
prices using dealer
quoted prices.

N/A

5,594

9,399

Level 2

Discounted cash flow.
Future cash flows are
estimated based on
observable market
inputs (third party
quotes, pricing on
trading venues and
prices for comparable
transactions) and a
discount rate derived
from relevant market
inputs for each asset
class.

N/A

2,025,394

-

Level 2

Discounted cash flow.
Future cash flows are
determined based on
rates for the
underlying asset
portfolio, estimated
using market
comparable rates from
Bloomberg.

N/A

5,594

9,399

Level 2

Discounted cash flow.
Future cash flows are
estimated based on
observable market
inputs (third party
quotes, pricing on
trading venues and
prices for comparable
transactions) and a
discount rate derived
from relevant market
inputs for each asset
class.

N/A

Prior to adoption of IFRS 9, all deposits were recorded at amortized cost. Therefore, comparative figures have not been provided.

SaskCentral’s policy is to recognize transfers into and transfers out of fair value hierarchy levels as of the date of the event or
change in circumstances that caused the transfer.
There were no transfers between Level 1 and 2 during the year.
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6. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (continued)
Reconciliation of Level 3 fair value measurements

Level 3, beginning of year
Realized (losses) gains in profit or loss
Unrealized gains in OCI
Principal payments
Transfer (out) in of Level 3
Level 3, end of year
Total (losses) gains for the period included in profit or loss for
assets held at the end of the reporting period

2018
$

2017
$

28,665
(1,211)
(27,454)
-

15,270
21
28,019
(14,844)
199
28,665

(1,211)

21

Except as detailed in the following table, SaskCentral considers that the carrying amounts of financial assets and financial
liabilities recognized in the separate financial statements approximate their fair value.
Carrying value as at
2018
2017
$
$
Financial assets
Credit union loans –
fixed interest rate (1)

Fair value as at
2018
2017
$
$

Fair value
hierarchy

-

11,982

-

12,004

Level 2

Commercial loans

2,711

2,719

2,710

3,169

Level 2

Central 1
subordinated debt

7,000

7,000

6,834

6,537

Level 2

197,949

2,244,264

197,949

2,234,813

Level 2

23,150

45,755

23,136

45,743

Level 2

41,928

31,984

41,928

31,984

Level 2

Valuation technique(s)

Discounted cash flows
based on current market
rates of interest for similar
lending.

Financial liabilities
Deposits (2)
Loans payable
Notes payable

Discounted cash flows
based on current market
rates of interest for similar
maturities.

(1) The

fair value of variable interest rate credit union loans approximates the carrying value of $9,802 (2017 - $16,468).
(2) With the adoption of IFRS 9, certain deposits were designated at FVTPL and are measured at fair value on a recurring basis. The fair value
methods of those deposits have been disclosed in the preceding charts.

7. CAPITAL MANAGEMENT
SaskCentral manages and monitors capital from several perspectives, including regulatory capital requirements and
operational capital requirements.
SaskCentral manages its capital by monitoring, on a quarterly basis, a number of regulatory requirements as prescribed by
CUDGC and by internal Board and operational policies. The regulatory capital ratio (Borrowing Multiple) calculation is
specified in the CUDGC Capital Adequacy Requirements Prudential Standard 2017-02 for SaskCentral. Annually, SaskCentral
develops a five-year capital plan that is reviewed with the Audit and Risk Committee. This capital plan discusses the
components of capital, the assumptions and risk factors, the capital and financial position, and provides alternatives to
support organizational growth.
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7. CAPITAL MANAGEMENT (continued)
The Borrowing Multiple is an important measure for SaskCentral as it determines the level of borrowings to total
regulatory capital in the organization. Total borrowings are comprised of total deposits, notes payable, loans payable
and liabilities related to derivative contracts, excluding index-linked term deposits. The Borrowing Multiple is not to
exceed 20.0 times total borrowings as prescribed by CUDGC. Internal board policy for this ratio is set at 17.0 times.
Operationally, management targets a maximum ratio of 16.0 times.
Regulatory capital is allocated to two tiers: Tier 1 and Tier 2. Tier 1 regulatory capital comprises the more permanent
components of capital and consists of share capital and retained earnings, excluding AOCI and goodwill. Tier 2 regulatory
capital consists of subordinated debentures, less any amortization on the subordinated debentures as required by CUDGC.
Total regulatory capital is defined as the sum of Tier 1 and Tier 2 regulatory capital, less substantial investments and assets
of little or no realizable value.
CUDGC also prescribes an internal capital adequacy assessment process (ICAAP) to address SaskCentral’s unique conditions.
ICAAP is an integrated process that evaluates capital adequacy, and is used to establish capital targets that take into
consideration the strategic direction and risk appetite of SaskCentral. ICAAP seeks to identify the material risks requiring
capital and quantify the amount of capital that should be held in relation to those risks.
Throughout the year, SaskCentral has been in compliance with CUDGC prescribed capital adequacy requirements, board
policy capital requirements, and internally imposed operational capital targets.

Capital
Tier 1 and Tier 2 regulatory capital
Less deductions:
Substantial investments
Assets of little value
Total borrowing multiple capital
Borrowing multiple

2018
$

2017
$

550,370

523,094

372,550
8,071
169,749

324,774
8,162
190,158

13.5:1

12.2:1

8. CASH AND CASH EQUIVALENTS

Cash and balances with Central 1
Cash and balances with banks
Cash equivalents

2018
$

2017
$

118,187
4,259
144,429

200,396
5,962
49,994

266,875

256,352

9. SECURITIES
SaskCentral’s securities portfolio is comprised of a large number of securities carrying a variety of terms and conditions.
Approximately 72.8% (2017 – 73.2%) of the portfolio bears interest at fixed rates and pays interest semi-annually and/or
upon maturity. The remainder of the portfolio earns interest at variable rates and pays interest monthly or quarterly, provides
a return of dividends over varying periods of time or provides an index-linked return.
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9. SECURITIES (continued)
The maturity dates and weighted average effective interest rates for the securities portfolio are as follows:

Within 3
months
FVTOCI
Government
Fair value
Amortized cost
Yield (1)
Corporate debt (2)
Fair value
Amortized cost
Yield (1)
Chartered banks
Fair value
Amortized cost
Yield (1)
Co-operatives
Fair value
Amortized cost
Total FVTOCI fair value
Total FVTOCI amortized cost
Designated FVTPL
Government
Fair value
Amortized cost
Yield (1)
Corporate debt (2)
Fair value
Amortized cost
Yield (1)
Chartered banks
Fair value
Amortized cost
Yield (1)
Total designated FVTPL fair value
Total designated FVTPL amortized
cost

2018
$
Term to maturity
Over 3
Over
months to 1
1 year to
year
5 years

Over 5
years

No fixed
maturity

Total

7,493
7,492
1.85%

-

26,584
26,446
2.38%

-

-

34,077
33,938
2.26%

-

2,986
2,996
1.86%

28,675
28,838
2.37%

-

-

31,661
31,834
2.32%

13,415
13,408
2.23%

23,394
23,447
2.06%

60,498
60,724
2.53%

-

-

97,307
97,579
2.37%

20,908
20,900

26,380
26,443

115,757
116,008

-

4,331
307
4,331
307

4,331
307
167,376
163,658

224,012
224,045
1.93%

194,296
194,353
1.88%

799,421
799,733
2.10%

48,137
47,591
2.68%

-

1,265,866
1,265,722
2.06%

24,141
24,148
1.88%

116,871
117,042
2.27%

181,500
182,865
2.50%

-

-

322,512
324,055
2.37%

38,912
38,936
1.67%
287,065

98,341
98,515
1.95%
409,508

247,781
251,389
1.91%
1,228,702

-

-

48,137

-

385,034
388,840
1.90%
1,973,412

287,129

409,910

1,233,987

47,591

-

1,978,617

(1) represents

weighted average effective interest rates based on year-end carrying values
(2) corporate debt includes: commercial paper and medium-term notes

Continued on the following page.
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9. SECURITIES (continued)

Within 3
months
FVTPL
Chartered banks
Fair value
Amortized Cost
Yield (1)
Co-operatives
Fair value
Amortized Cost
MAV
Fair value
Total FVPTL fair value
Total amortized cost
Amortized cost
Central 1 subordinated debentures
Amortized cost
Yield(1)
Total amortized cost
Total carrying value of securities
Accrued interest
Allowance for credit losses [note
12]

2018 (continued)
$
Term to maturity
Over 3
Over
months to 1
1 year to
Over 5
year
5 years
years

Total

-

-

-

-

10,309
10,501
3.20%

10,309
10,501
3.20%

-

-

-

-

1,932
1,937

1,932
1,937

-

-

-

350
350
-

12,241
12,438

350
12,591
12,438

-

-

-

-

-

-

-

7,000
2.41%
7,000

7,000
2.41%
7,000
2,160,379
8,038

-

(7)
2,168,410

(1) represents
(2) corporate

No fixed
maturity

weighted average effective interest rates based on year-end carrying values
debt includes: commercial paper and medium-term notes
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9. SECURITIES (continued)

Within 3
months
Available-for-sale
Government
Federal
Fair value
Amortized cost
Yield (1)
Provincial
Fair value
Amortized cost
Yield (1)
Municipal
Fair value
Amortized cost
Yield (1)
Corporate
Corporate debt (2)
Fair value
Amortized cost
Yield (1)
Chartered banks
Fair value
Amortized cost
Yield (1)
Co-operatives
Fair value
Amortized cost
Total fair value
Total amortized cost
FVTPL
MAV
Fair value
Loans and receivables
Central 1 subordinated debentures
Amortized cost
Yield (1)

2017
$
Term to maturity
Over 3
Over
months to 1
1 year to
year
5 years

Over 5
years

No fixed
maturity

Total

2,140
2,140
1.01%

233,615
233,616
1.27%

471,842
473,325
1.45%

-

-

707,597
709,081
1.39%

61,630
61,651
1.03%

244,150
244,035
1.37%

156,937
156,507
1.52%

-

-

462,717
462,193
1.42%

-

-

4,352
4,376
1.80%

-

-

4,352
4,376
1.80%

13,519
13,520
1.56%

100,818
100,829
1.64%

170,692
172,065
1.93%

-

-

285,029
286,414
1.81%

34,304
34,305
1.74%

248,680
248,283
1.93%

434,572
438,015
1.91%

-

10,749
10,707
3.20%

728,305
731,310
1.93%

111,593
111,616

658
656
827,921
827,419

574
573
1,238,969
1,244,861

-

32,228
4,211
42,977
14,918

33,460
5,440
2,221,460
2,198,814

-

-

-

467

-

467

-

-

-

7,000
1.55%

-

7,000
1.55%

Total carrying value
Accrued interest

2,228,927
8,398
2,237,325

(1) represents

weighted average effective interest rates based on year-end carrying values
(2) corporate debt includes: commercial paper and medium-term notes
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9. SECURITIES (continued)
Unrealized gains and losses on securities

Amortized cost
FVTOCI securities
Government
Corporate

2018
$
Unrealized
gains

Unrealized
losses

Fair value

33,938
129,720

159
4,187

(20)
(608)

34,077
133,299

163,658

4,346

(628)

167,376

1,265,722

2,613

(2,469)

1,265,866

Designated FVTPL securities
Government
Corporate

712,895

268

(5,617)

707,546

1,978,617

2,881

(8,086)

1,973,412

12,788

-

(197)

12,591

12,788

-

(197)

12,591

2,155,063

7,227

(8,911)

2,153,379

FVTPL securities
Corporate

2017
$
Available-for-sale securities
Government
Corporate

Amortized cost
1,175,650
1,023,164

Unrealized
gains
2,132
29,353

Unrealized
losses
(3,116)
(5,723)

Fair value
1,174,666
1,046,794

2,198,814

31,485

(8,839)

2,221,460

MAV, which consist of pools of assets, issued notes on January 19, 2009, to replace non-bank sponsored or third party ABCP
which had experienced a liquidity event or market disruption in 2007. During the year SaskCentral received $86 (2017 $14,915) of principal and interest payments on the MAV notes held.
There were no credit impaired (Stage 3) securities in either 2018 or 2017.
10. DERIVATIVE ASSETS AND LIABILITIES
Derivative financial instruments are financial contracts whose value is derived from an underlying interest rate, foreign
exchange rate, equity instrument or index.
Derivative contracts are expressed in notional amounts. The notional amounts, which are off-balance sheet, do not represent
amounts exchanged and, thus, are not a measure of SaskCentral’s exposure through the use of derivatives. The notional
amount is the reference amount used to determine the payment required by contract and is a common measure of business
volume.
Index-linked term deposits are contractual agreements between SaskCentral and participating credit unions, where credit
union member’s returns are linked to an underlying basket of stocks or indices. The return is generated through the use of a
derivative specific to each product offering. SaskCentral is party to these transactions by facilitating the transactions,
providing treasury expertise, and directing settlement with each participating credit union.
Derivatives currently held or issued are for non-trading purposes.
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10. DERIVATIVE ASSETS AND LIABILITIES (continued)
Notional amounts and term to maturity
2018
$

Index-linked term deposits

Within 3
months
9,038

Over 3
months to
1 year
12,169

Over 1
year to
5 years
75,088

Over 5
years
-

Total
96,295

Over 1
year to
5 years
90,461

Over 5 years
-

Total
109,253

2017
$

Index-linked term deposits

Within 3
months
10,532

Over 3
months to
1 year
8,260

Fair value of derivative instruments

Index-linked term deposits

2018
$
Positive
5,594

Negative
5,594

2017
$
Positive
9,399

Negative
9,399

Negative
1,502
4,092
5,594

2017
$
Positive
1,839
7,560
9,399

Negative
1,839
7,560
9,399

Amounts expected to be recovered or settled

Within 12 months
After 12 months

2018
$
Positive
1,502
4,092
5,594

SaskCentral does not make any representations as to the derivative transactions related to the manufacturing of the indexlinked term deposits, or the return of the derivative. SaskCentral has no payment obligation beyond that which it receives on
the derivative, and is not responsible should any loss occur.

11. LOANS

Credit union
Commercial loans
Accrued interest
Allowance for credit losses [note 12]
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2018
$

2017
$

9,802
2,711
12,513
9
(17)
12,505

28,449
2,711
31,160
9
31,169
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11. LOANS (continued)
The repricing dates, which approximate maturity dates, and weighted average effective interest rates for the loan portfolio are
as follows:
2018
Over 3
months to 1
year

Over 1 year to
5 years

Over 5
years

9,802
5.38%

-

-

-

9,802
5.38%

-

-

-

9,802

-

2,711
3.95%
2,711

-

2,711
3.95%
12,513

Total

Within 3 months
Credit union
Amortized cost ($)
Rate (%)
Commercial loans
Amortized cost ($)
Rate (%)
Amortized cost

Total

2017
Over 3
months to 1
year

Over 1 year to
5 years

Over 5
years

28,449
2.33%

-

-

-

28,449
2.33%

-

-

-

28,449

-

2,711
3.20%
2,711

2,711
3.20%
31,160

Within 3 months
Credit union
Amortized cost ($)
Rate (%)
Commercial loans
Amortized cost ($)
Rate (%)
Amortized cost

-

12. ALLOWANCE AND NET PROVISION FOR CREDIT LOSSES
The following table presents the changes to the allowance for credit losses on financial assets under IFRS 9.
2018
$

2017
$

Allowance on financial assets at amortized cost
Impact of adopting IFRS 9 at January 1, 2018 [note 3]
Provision for credit losses on financial assets
Balance at December 31

23
1
24

-

Allowance on financial assets at FVTOCI
Impact of adopting IFRS 9 at January 1, 2018 [note 3]
Provision for credit recoveries on financial assets
Balance at December 31

36
(15)
21

-

Total allowance for credit losses
Impact of adopting IFRS 9 at January 1, 2018 [note 3]
Provision for credit recoveries on financial assets
Balance at December 31

59
(14)
45

-
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12. ALLOWANCE AND NET PROVISION FOR CREDIT LOSSES (continued)
For the purpose of impairment assessment, the investments in financial assets above are considered to have low credit risk
as the counterparties to these investments have an investment grade credit rating. Accordingly, for the purpose of
impairment assessment for these financial assets, the allowance for credit losses is measured at an amount equal to a 12month ECL. There is no lifetime allowance at December 31, 2018.
SaskCentral is exposed to credit risk in relation to securities and loans. SaskCentral doesn’t hold any collateral on loans or
publicly traded securities. The credit risk on loans to credit unions is mitigated because of the General Security Agreement
between SaskCentral and the credit unions. SaskCentral has not recognized an allowance for credit losses for the credit
union loans that are collateralized by the General Security Agreement.
The increase in the allowance for credit losses arose from the recognition of a 12-month ECL allowance on January 1, 2018.
Previously, no provision for impairment had been recognized on the financial assets as no loss event had occurred up to the
respective reporting dates. There is no significant change in the gross carrying amount of financial instruments during the
period that contributed to changes in the allowance for credit losses.
The allowance for credit losses on financial assets at FVTOCI is not recognized in the separate balance sheet because the
carrying amount of securities at FVTOCI (2017 - available-for-sale) is fair value. The cumulative amount of the provision for
credit losses recognized in profit or loss is presented in AOCI. The provision for credit losses on financial assets measured at
FVTOCI is recognized in OCI.
13. INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND JOINT OPERATIONS
Concentra Bank
At December 31, 2018, SaskCentral holds 84.0% of the voting common shares of Concentra Bank. Concentra Bank provides
financial intermediation and trust services to Canadian credit unions and associated commercial and retail customers.
Concentra Bank’s registered place of business is Saskatoon, Saskatchewan.
On January 1, 2017, Concentra Financial ceased operations as an association governed by the CCAA and continued as a
Schedule 1 chartered bank governed by the Bank Act (Canada). On this date, Concentra Financial’s legal name changed to
Concentra Bank. Prior to the bank continuance, SaskCentral held 84.0% of the non-voting Class A shares and 47.1% of the
voting membership shares of Concentra Financial and was limited to one vote out of 235 member votes on ordinary
resolutions brought to members. As a result of bank continuance, Concentra Bank became a subsidiary of SaskCentral on
January 1, 2017.
Celero Solutions
At December 31, 2018, SaskCentral has a 33.3% (2017 – 33.3%) interest in Celero Solutions, an arrangement between
SaskCentral, Alberta Central and Credit Union Central of Manitoba for the purpose of providing information technology (IT)
services including developing new IT services and providing technology-based products. Celero Solutions’ registered place of
business is Calgary, Alberta.
CUPS
SaskCentral has a 50% share in the ownership interest of CUPS. The remaining 50% interest is owned by Alberta Central. The
CUPS joint operation was created to provide payment and support services to its members, specifically, services relating to
the clearing and settlement of any payment items and services relating to the handling of foreign non-cash payment items.
SaskCentral’s earnings participation in CUPS is based upon the volume of Saskatchewan credit union payment activity as a
percentage of the overall payment activity of CUPS. Capital contributions are shared equally with Alberta Central. CUPS’
principal place of business is Calgary, Alberta.
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13. INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND JOINT OPERATIONS (continued)
CUC Wealth
As described in note 4, on April 1, 2018, SaskCentral transferred its shares and subordinated debt in NEI and Credential
Financial Inc. in exchange for ownership of CUC Wealth. At December 31, 2018 SaskCentral has a 10.92% (2017 – nil)
interest in CUC Wealth, which was created to hold SaskCentral, Atlantic Central, Central 1, Credit Union Central of
Manitoba, Alberta Central and the Co-operators investment share in Aviso. CUC Wealth’s principal place of business is
Winnipeg, Manitoba.
The fair value of SaskCentral’s investment in CUC Wealth on the date of acquisition April 1, 2018 was $29,418. A
combination of approaches were used to determine fair value, with the following key model inputs:




Discounted cash flow method (income approach). Cash flow projections for the entity were discounted using a
discount rate, which account for the market cost of equity, as well as the risk and nature of cash flows. The key
model inputs (Level 3) used in determining the fair value under this method were discount rates ranging from
10.5% to 13.2% and a long-term growth rate of 3.0%.
Comparable company approach (market-based approach). The key model input (Level 3) used in determining the
fair value under this method was Earnings multiples ranging from 7.0 to 14.0 based on various comparable
entities.

SaskCentral transferred a value of shares and subordinated debt in NEI and Credential Financial Inc. equal to $30,629,
which resulted in a loss on the transfer of shares of $1,211. This loss is recorded in (loss) gain on financial instruments in
the separate statement of profit or loss.
SEF JV
At December 31, 2018, SaskCentral has a 45.45% (2017 – 45.45%) interest in SEF JV, which was created to undertake and
carry out the investment and deployment of capital to small and mid-sized businesses in Saskatchewan requiring less than
$1 million in capital. SEF JV’s principal place of business is Regina, Saskatchewan.
SaskCentral owns SEF JV through its 100% (2017– 100%) ownership of the partnership units of CUVentures LP. Through
its 100% ownership of CUVentures Inc., SaskCentral has control over CUVentures LP. CUVentures LP’s principal place of
business is Regina, Saskatchewan.
For the purposes of these separate financial statements, SaskCentral accounts for the above as investments using the equity
method. Related party transactions for these investees, if any, are disclosed in note 27.
Summary financial information for equity accounted investees, not adjusted for the percentage ownership held by
SaskCentral is as follows:
2018
$

Concentra Bank
Celero Solutions
CUPS
CUC Wealth
SEF JV

Assets

Liabilities

Revenue

Profit
(loss)

9,679,409
39,404
5,512
102,210
2,802
9,829,337

9,200,207
23,070
3,034
461
151
9,226,923

296,821
80,427
24,664
2,755
5
404,672

40,555
6,659
2,478
2,303
6
52,001
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Other
comprehensive
income (loss)

Total
comprehensive
income

1,234
(281)
953

41,789
6,659
2,478
2,022
6
52,954
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13. INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND JOINT OPERATIONS (continued)
2017
$

Concentra Bank
Celero Solutions
CUPS
SEF JV

Assets

Liabilities

Revenue

Profit (loss)

Other
comprehensive
(loss) income

9,126,672
33,943
5,213
2,805
9,168,633

8,669,729
20,459
3,924
163
8,694,275

267,776
76,099
23,476
15
367,366

33,647
3,485
1,289
14
38,435

(1,764)
(1,764)

Total
comprehensive
income
31,883
3,485
1,289
14
36,671

A reconciliation of Concentra Bank’s financial information to the carrying amount of SaskCentral’s interest in Concentra Bank
recognized in these separate financial statements is provided below.
Concentra Bank
equity components
$

2018
Ending share capital
Concentra shares held by other common shareholders
Concentra shares held by Class A preferred shareholders
SaskCentral's portion of share capital

245,239
(16,192)
(110,987)
118,060

Ending retained earnings
Accumulated other comprehensive income
Retained earnings at date of asset transfer
(January 1, 2005) (1)
Dividend on 2005 earnings (1)
Retained earnings prior to continuance
Retained earnings attributable to common shareholders

233,807
156
(22,628)
2,579
(168,905)
45,009

%

SaskCentral's
carrying
amount
$

118,060

Goodwill
Fair value increase as result of change in control [note 29]
Other adjustments

12,617
(1,438)
142,387
37,817
309,443
(19,248)
48,343
1,160

Carrying amount of SaskCentral’s investment in Concentra Bank

339,698

(1) On

55.76%
55.76%
84.30%
84.02%

January 1, 2005, a significant portion of SaskCentral’s financial assets and financial liabilities were transferred to Concentra Financial).
In exchange for net assets transferred, SaskCentral received additional non-voting Class A shares. As a result, in 2005, SaskCentral’s
ownership interest at January 1, 2005 was 55.76%. SaskCentral’s portion of non-voting Class A dividend received from Concentra Financial
in 2005 was 55.76%, or $1,438.
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13. INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND JOINT OPERATIONS (continued)

Concentra Bank
equity components
$

2017
Ending share capital
Concentra shares held by other common shareholders
Concentra shares held by Class A preferred shareholders
SaskCentral's portion of share capital

245,239
(16,192)
(110,987)
118,060

Ending retained earnings
Accumulated other comprehensive income
Retained earnings at date of asset transfer
(January 1, 2005) (1)
Dividend on 2005 earnings (1)
Retained earnings prior to continuance
Retained earnings attributable to common shareholders

213,127
(1,423)
(22,628)
2,579
(168,905)
22,750

SaskCentral's
carrying
amount
$

%

118,060

55.76%
55.76%
84.30%
84.02%

Goodwill
Fair value increase as result of change in control [note 29]
Other adjustments
Carrying amount of SaskCentral’s investment in Concentra
Bank

12,617
(1,438)
142,387
19,115
290,741
(19,248)
48,343
237
320,073

(1) On

January 1, 2005, a significant portion of SaskCentral’s financial assets and financial liabilities were transferred to Concentra Financial).
In exchange for net assets transferred, SaskCentral received additional non-voting Class A shares. As a result, in 2005, SaskCentral’s
ownership interest at January 1, 2005 was 55.76%. SaskCentral’s portion of non-voting Class A dividend received from Concentra Financial
in 2005 was 55.76%, or $1,438.

A reconciliation of Celero Solutions, CUPS, CUC Wealth and SEF JV’s financial information to the carrying amount of
SaskCentral’s interest in these investments recognized in the separate financial statements is provided below.
2018
$

Net assets of the associates and joint operations
Proportion of SaskCentral’s ownership interest
Fair value differential upon acquisition
Other adjustments
Carrying amount of SaskCentral’s interest in
associates and joint operations

Celero
Solutions
16,334
33.3%
5,445
11

CUPS
2,478
50.0%
1,239
85

CUC Wealth
101,749
10.92%
11,111
18,530
(479)

SEF JV
2,651
45.45%
1,205
(1,049)

5,456

1,324

29,162

156

2017
$
Net assets of the associates and joint operations
Proportion of SaskCentral’s ownership interest
Other adjustments
Carrying amount of SaskCentral’s interest in
associates and joint operations
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Celero Solutions
13,484
33.3%
4,495
23

CUPS
1,289
50.0%
645
55

SEF JV
2,642
45.45%
1,201
-

4,518

700

1,201
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13. INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND JOINT OPERATIONS (continued)
During the period, SaskCentral received the following distributions from its investments in subsidiaries, associates and joint
operations:

Concentra Bank
Celero Solutions
CUPS
SEF JV

2018
$

2017
$

4,512
644
700
1,049
6,905

3,383
550
1,003
4,936

14. PROPERTY, PLANT AND EQUIPMENT
2018
$
Land

Building

Furniture and
equipment

Total

859

12,769

3,010

16,638

-

217

93

310

(9)
12,977

(386)
2,717

(395)
16,553

8,476

2,377

10,853

349

199

548

(9)

(386)

(395)

Ending balance as at December 31

-

8,816

2,190

11,006

Carrying value as at December 31

859

4,161

527

5,547

Cost
Balance as at January 1
Additions
Disposals
Ending balance as at December 31
Accumulated depreciation

859

Balance as at January 1
Depreciation charges
Disposals

2017
$
Land

Building

Furniture and
equipment

Total

859

12,362

3,044

16,265

-

407

75

482

12,769

(109)
3,010

(109)
16,638

8,061

2,270

10,331

Ending balance as at December 31

-

Carrying value as at December 31

859

Cost
Balance as at January 1
Additions
Disposals
Ending balance as at December 31
Accumulated depreciation

859

Balance as at January 1
Depreciation charges
Disposals
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415

216

631

-

(109)

(109)

8,476

2,377

10,853

4,293

633

5,785
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15. INVESTMENT PROPERTY
Investment property consists of the portion of the building not occupied by SaskCentral. SaskCentral uses the cost model to
account for its investment property. Details are as follows:

Cost
Balance as at January 1
Ending Balance as at December 31
Accumulated Depreciation
Balance as at January 1
Depreciation charges
Ending Balance as at December 31
Carrying Value as at December 31

2018
$

2017
$

11,449
11.449

11,449
11,449

1,863
201
2,064

1,663
200
1,863

9,385

9,586

The fair value of SaskCentral’s investment property at December 31, 2018 is $19,384 (2017 - $19,808). The fair value of
the investment property has been arrived at on the basis of a valuation completed by management.
The fair value was determined using an income approach. The estimate of fair value by management was developed based
on current and future income that could be generated by the investment property through rents based on estimated market
rates. In estimating the fair value of the investment property, the highest and best use of the investment property is the
current use.
A summary of inputs (Level 3) used to calculate fair value of investment property is provided below:
Income approach
Rent per square foot (in actual Canadian dollars)
Parking rate per month (in actual Canadian dollars)
Vacancy rate
Capitalization rate

2018

2017

$11 - $18
$198.55
9.49%
7.5%

$11 - $18
$212.50
10.34%
7.5%

In 2018, investment property generated rental income of $3,581 (2017 - $3,585). Direct operating expenses recognized in
the separate income statement were $1,890 (2017 - $1,944).
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16. INTANGIBLE ASSETS
2018
$
Computer
software

2017
$
Computer
software

Cost
Balance as at January 1
Additions
Ending balance as at December 31

2,119
15
2,134

2,119
2,119

Accumulated amortization
Balance as at January 1
Amortization charges

2,092
27

1,981
111

Ending balance as at December 31

2,119

2,092

15

27

2018
$

2017
$

1,762
1,762

(21,616)
(21,616)

2018
$

2017
$

(152)
(152)

1,191
1,191

31
31

31
31

(2,233)
(2,233)
(2,354)

1,222

2018
$

2017
$

(8,262)
(8,262)

(2,879)
(2,879)

Carrying value as at December 31

17. INCOME TAXES
Income taxes are included in the separate statement of profit or loss as follows:

Deferred income tax expense (recovery)
Origination and reversal of temporary differences

Income taxes are included in the separate statement of comprehensive income as follows:

Net unrealized gains on financial instruments
Deferred income tax (recovery) expense
Reclassification of gains on financial instruments
Deferred income tax expense
Own credit risk reserve
Deferred income tax recovery

Income taxes are included in the separate statement of changes in equity as follows:

Reduction in income taxes due to payment of dividends
Deferred income tax recovery
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17. INCOME TAXES (continued)
Dividends, which are reflected in retained earnings, are normally deductible in determining current income
subject to tax. The reduction in income tax resulting from the payment of dividends deductible in determining
income subject to tax is reflected in retained earnings.
Total income tax reported in the separate financial statements:
2018
$

2017
$

(8,854)

23,273

Reconciliation of income tax expense from continuing operations:

Combined federal and provincial income tax rate applied to income from
Continuing operations (2018 – 27%; 2017 – 26.75%)
Income tax expense adjusted for the effect of:
Non-taxable dividend income
Impact of tax rate changes
Expenses not deductible for tax purposes
Adjustments related to prior periods
Tax not recorded on equity pick-up of subsidiary
Tax not recorded on gain on acquisition of control
Reversal of deferred tax liability on acquisition of control
Amounts taxed at other than general income tax rate

2018
$

2017
$

9,813

21,837

(144)
165
39
207
(8,291)
(27)
1,762

(157)
43
(1,610)
(6,729)
(12,920)
(22,080)
(21,616)

Deferred income taxes are calculated on all temporary differences under the liability method using an effective tax rate
of 21% (2017 - 21%). The movement in deferred income tax asset (liability) is as follows:

Balance, beginning of year
Impact of adopting IFRS 9
Recognized in profit or loss
FVTOCI (available for sale):
Fair value measurement
Transfer to profit or loss
Recognized in retained earnings
Balance, end of year
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2018
$

2017
$

3,402
(4,884)
(1,762)

(19,871)
21,616

2,385
(31)
8,262
7,372

(1,191)
(31)
2,879
3,402
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17. INCOME TAXES (continued)
The components of deferred income taxes are as follows:

Deferred income tax assets
Non capital loss carryforward
Accounts payable and deferred revenue
Losses not yet deductible for tax purposes
Other
Deferred income tax liabilities
Securities
Property, plant and equipment
Accounts payable and deferred revenue
Net deferred income tax asset (liability)

Deferred income tax assets
Recoverable after more than 12 months
Recoverable within 12 months
Deferred income tax liabilities
Payable after more than 12 months
Net deferred income tax asset (liability)

2018
$

2017
$

11,956
110
27
12,093

7,197
234
138
17
7,586

(3,737)
(700)
(284)
(4,721)
7,372

(3,677)
(507)
(4,184)
3,402

2018
$

2017
$

12,093
12,093

7,352
234
7,586

(4,721)
(4,721)
7,372

(4,184)
(4,184)
3,402

Deferred income tax assets are recognized for tax losses carried forward only to the extent that realization of the related tax
benefit is probable. SaskCentral has non-capital loss carryforwards of $44,281 (2017 - $26,654) which are available to offset
future taxable income. The balance of these loss carryforwards will expire in the years 2030 ($7,583), 2032 ($1,447), 2037
($17,958) and 2038 ($17,293). The benefit of the tax losses has been recognized in SaskCentral’s financial statements as
realization of the related tax benefit is probable.
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18. DEPOSITS
Provincial Liquidity Program
The Provincial Liquidity Program requires Saskatchewan credit unions to maintain deposits with SaskCentral based on 10% of
credit union deposits and loan liabilities.
The maturity dates, and weighted average effective interest rates for SaskCentral’s deposits are as follows:
2018
$

On Demand
Member
Amortized cost
197,949
Yield (1)
0.12%
Provincial liquidity program
Designated
FVTPL (2)
(1)
Yield
197,949
Accrued interest

Within
3 months

Term to maturity
Over 3
Over 1
months to
year to
1 year
5 years

Over 5
years

No fixed
maturity

Total

-

-

-

-

-

197,949
0.12%

142,316
1.69%
142,316

296,621
1.91%
296,621

927,856
1.97%
927,856

-

652,251
2.15%
652,251

2,019,044
2.00%
2,216,993
6,350
2,223,343

-

(1) represents

weighted average effective interest rates based on year-end carrying values.
designated at FVTPL at December 31, 2018 is equal to $2,025,160, resulting in cumulative unrealized
gains on these deposits of $6,116.

(2) the amortized cost of deposits

2017
$

On Demand
Member
Amortized Cost
282,018
(1)
Yield
0.01%
Provincial liquidity program
Amortized Cost
Yield (1)

282,018

Within
3 months

Term to maturity
Over 3
Over 1
months to 1
year to
year
5 years

No fixed
maturity

Total

-

-

-

-

-

282,018
0.01%

120,204
1.49%
120,204

340,075
1.42%
340,075

867,620
1.35%
867,620

-

629,876
1.10%
629,876

1,957,775
1.29%
2,239,793
4,471
2,244,264

Accrued interest
(1) represents

Over 5
years

weighted average effective interest rates based on year-end carrying values.

Interest rates on deposits are determined by market conditions.
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19. LOANS AND NOTES PAYABLE
SaskCentral has available credit facilities related to securities repurchase agreements from National Bank Financial, Toronto
Dominion Bank, Royal Bank of Canada and Bank of Nova Scotia. These repurchase agreements mature within one month
(2017 – one month).
In addition, SaskCentral has a credit facility with Central 1 for $100,000 (2017 - $100,000) for which SaskCentral has
pledged securities with the Bank of Canada to support the group clearing agreement (note 28). The balance of the credit
facility is unsecured, ranking equally with the deposit obligations of SaskCentral. SaskCentral also has a secured credit
facility with Canadian Imperial Bank of Commerce for $50,000 (2017 - $50,000) where SaskCentral is required to maintain a
borrowing base comprised of fixed income collateral.
SaskCentral is authorized to issue a maximum of $300,000 (2017 - $300,000) under a commercial paper program.
Outstanding commercial paper matures within one to three months (2017 – one month).

Loans and notes payable

Repurchase payable (1)
Central 1 line of credit
Commercial paper (2)

2018
$
23,150
41,928
65,078

Collateral

2017
$
45,755
31,984
77,739

Securities pledged
Fair value
Carrying value
2018
2017
2018
2017
$
$
$
$
23,136
45,743
22,970
45,461
198,174
305,801
197,139
305,038
221,310
351,544
220,109
350,499

(1) Weighted
(2)

average effective interest rate based on year-end carrying values is 1.90% (2017 - 1.15%).
Weighted average effective interest rate based on year-end carrying values of 2.25% (2017 – 1.37%).

20. SHARE CAPITAL
Under the Act, SaskCentral is authorized to issue an unlimited number of membership shares. Also under the Act,
SaskCentral may, by bylaw, establish one or more classes of membership. SaskCentral is authorized to issue the following
classes of membership shares:




An unlimited number of Class A membership shares
An unlimited number of Class B membership shares
An unlimited number of investment shares

Each member of SaskCentral must own at least one Class A or Class B membership share.
SaskCentral’s bylaws require that credit unions maintain either Class A or Class B membership share capital in SaskCentral at
1% of their previous year’s assets. SaskCentral has the discretion to make this annual true-up in whole or in part.
SaskCentral would not exercise this authority to require additional membership share capital contributions unless the
SaskCentral capital plan indicated a projected borrowing multiple in excess of 16.0:1 in the subsequent year. In that case,
SaskCentral would only exercise this authority to the extent that the required contribution would bring the projected borrowing
multiple to 16.0:1 or to 1.0% of system assets, whichever was first met.
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20. SHARE CAPITAL (continued)
Class A membership shares
The Class A membership shares entitle the holders to vote. Voting privileges are restricted to one vote per member,
regardless of the number of Class A membership shares held by a member. The Class A shares also provide the right to
receive dividends declared on the Class A membership shares. The holders of the Class A membership shares are
Saskatchewan credit unions and certain co-operative associations.
Class A membership shares may be redeemed only with the approval of the Board subject to the limits provided in the Act.
The redemption price is determined with reference to the bylaws of SaskCentral. In accordance with the bylaws of
SaskCentral, Class A membership shares are to be issued and redeemed at $10 per share. Upon liquidation or dissolution of
SaskCentral, the Class A membership shareholders will be entitled to receive $10 per share prior to the holders of the Class B
membership shares. Following the distribution of the $10 per share to both Class A and B members, the Class A shareholders
are entitled to share equally, on a share by share basis, with the Class B membership shares in the remaining assets of
SaskCentral.
At December 31, 2018, 16,283,238 Class A membership shares (2017 – membership shares of 16,160,746) were issued
and outstanding. Membership shares issued during the year were exchanged for cash.
Class B membership shares
The Class B membership shares provide the right to vote, with similar voting privileges as Class A membership shares, and
the right to receive dividends declared on the Class B membership shares. Class B membership shares may be redeemed
only with the approval of the Board subject to the limits provided in the Act. In accordance with the bylaws of SaskCentral,
Class B membership shares are to be issued and redeemed at $10 per share. Upon liquidation or dissolution of SaskCentral,
the Class B membership shareholders will be entitled to receive $10 per share following the payment of $10 per share to the
holders of the Class A membership shares. Following the distribution of the $10 per share to both Class A and B members,
the Class B shareholders are entitled to share equally, on a share by share basis, with the Class A membership shares in the
remaining assets of SaskCentral.
There are currently no series of Class B membership shares approved for issuance.
Investment shares
The investment shares entitle the holder to receive non-cumulative cash dividends as and when declared by the Board. The
holders of investment shares will not be entitled to attend any meeting of members of SaskCentral and will not be entitled to
vote at any such meeting. Upon liquidation, dissolution or wind-up, the holders of the investment shares will be entitled to
receive, before any amount shall be paid or any assets shall be distributed to the holders of any other shares of any other
class, an amount equal to a redemption amount. The redemption amount for each investment share is equal to the aggregate
consideration determined upon issuance of the shares. After payment of the redemption amount, the holders of investment
shares will not be entitled to share in any further distribution of assets of SaskCentral.
There are currently no series of investment shares approved for issuance.

21. DIVIDENDS
In 2018, dividends of $35,112 (2017 - $14,145) were declared, as approved by the Board. Of the amount recognized in
2018, on December 12, 2018, the Board approved payment of a dividend of $1,128 to be paid to credit unions on January
18, 2019.
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22. NET INTEREST INCOME

Interest income
Financial assets measured at amortized cost
Financial assets measured at FVTOCI
Financial assets measured at FVTPL
Financial assets designated at FVTPL
Interest expense
Financial liabilities measured at amortized cost
Financial liabilities designated at FVTPL
Net interest income

2018
$

2017
$

1,746
4,963
947
35,847
43,503

N/A
N/A
N/A
N/A
N/A

1,654
34,084
35,738
7,765

N/A
N/A
N/A
N/A

23. DUES AND FEE FOR SERVICE REVENUE
Disaggregation of revenue
In the following tables, revenue is disaggregated by timing of revenue recognition and major revenue sources.
2018
$
Dues
Services transferred over time

2,791
2018
$

Fee for service revenue
Services transferred at a point in time
Deposit and lending education
Clearing and settlement

344
425
769

Services transferred over time
Liquidity management assessment
Consulting
Management oversight
Other revenue
Tenant revenue
Parking revenue
Foreign exchange revenue
Miscellaneous revenue

5,000
4,963
1,772
4,460
352
130
52
16,729
17,498

As described in note 2.1(e), SaskCentral has applied IFRS 15 using the cumulative effect method. Under this method, the
2017 revenue disclosed in the table above has not been restated.
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23. DUES AND FEE FOR SERVICE REVENUE (continued)
2017
$
Fee for service revenue
Fee for service revenue
Foreign exchange revenue
Miscellaneous revenue
Parking revenue
Tenant revenue

5,985
16
119
349
4,728
11,197

Dues

5,375
16,572

24. SALARY AND EMPLOYEE BENEFITS

Contributions to defined contribution plans
Employee training and development
Other employee benefits
Salaries and incentive compensation

2018
$

2017
$

442
164
595
9,406
10,607

430
135
525
8,982
10,072

SaskCentral contributes annually to a defined contribution pension plan for employees. The contributions are held in trust by
the Co-operative Superannuation Society and are not recorded in these separate financial statements. As a defined
contribution pension plan, SaskCentral has no future obligation for future contributions to fund benefits to plan members.

25. PROFESSIONAL AND ADVISORY SERVICES

Concentra Bank consulting fees
Canadian Credit Union Association cost sharing
Professional fees
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2018
$

2017
$

605
5,288
5,893

586
2,144
3,860
6,590
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26. (LOSS) GAIN ON FINANCIAL INSTRUMENTS

Realized losses arising on financial assets measured as at FVTOCI (2017 –
available-for-sale)
Unrealized and realized (losses) gains arising on financial assets measured
at FVTPL (2017 – held-for-trading)
Unrealized and realized gains arising on financial assets designated as at
FVTPL
Unrealized losses arising on financial liabilities designated as
at FVTPL
Reclassification of net change in fair value on financial liabilities
designated as at FVTPL from profit or loss to OCI (own credit risk reserve)
Recovery on loan provision

2018
$

2017
$

(2)

(94)

(1,546)

41

263

-

(10,329)

-

8,270
-

251

(3,344)

198

SaskCentral provided loans to Castor Holdings Ltd. (Castor), a real estate lending company, over a number of years in the late
1980s and early 1990s. Castor declared bankruptcy in 1992. As the credit was unsecured, SaskCentral recognized a full
allowance in 1992. SaskCentral is a member of a group of financial institutions which sought legal proceedings against the
auditors of Castor for negligence in the performance of their audit. A settlement proposal was accepted by the plaintiffs in
the second quarter of 2015. In 2015, SaskCentral received a total of $1,719 in settlement proceeds, which were recorded
as a recovery on loan provision. SaskCentral received a final settlement of $251 in 2017, which was recorded as a recovery
on loan provision.

27. RELATED PARTY TRANSACTIONS
Related parties exist when one party has the ability to directly or indirectly exercise control, joint control or significant
influence over the other or is a member of the key management personnel of SaskCentral. SaskCentral defines key
management personnel as directors and the management positions of Chief Executive Officer, Executive Vice-President
Finance / Chief Financial Officer / Chief Risk Officer, Executive Vice-President Credit Union Solutions / Chief People Officer,
Associate Vice-President Legal / Corporate Secretary, Associate Vice-President Finance, Associate Vice-President Financial
Reporting & Strategy, Associate Vice-President Technology, Associate Vice-President National Consulting, Associate VicePresident Strategic Initiatives & Member Relations, and Associate Vice-President Strategic Solutions.
Related party transactions are in the normal course of operations and are measured at the consideration established and
agreed to by the parties. The amounts outstanding are unsecured and will be settled in cash. No guarantees have been
given or received. Related party loan balances are included with groups of loans with similar credit risk characteristics when
assessing impairment.
SaskCentral provides a variety of services to Concentra Bank, Celero Solutions, CUPS and CUC Wealth. Some of the services
provided include facility services and financial services. SaskCentral also receives financial services from Concentra Bank
and technology services from Celero Solutions and CUPS.
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27. RELATED PARTY TRANSACTIONS (continued)
The following table summarizes the balances outstanding at year end and related party transactions during the year not
noted elsewhere in the separate financial statements for SaskCentral:

Celero Solutions
Loan receivable from (amount drawn on line of credit)
Due from included in trade and other receivables
Due to included in trade and other payables
Interest received from
Fee for service revenue received from
Technology services paid to
Concentra Bank
Lines of credit authorized to
Loans receivables from (amount drawn on line of credit)
Collateral received from
Due from included in trade and other receivables
Deposits payable to
Due to included in trade and other payables
Interest received from
Fee for service revenue received from
Financial services fees paid to
CUPS
Fee for service revenue received from
Services charges paid to

2018
$

2017
$

2,711
75
987
98
762
9,730

2,711
61
186
87
753
1,189

100,000
3,907
21,914
22
20,762
51
155
1,548
724

100,000
40
18,532
17
18,844
49
71
1,371
640

6
6

6

CUC Wealth
No related party transactions, except for those disclosed in notes 4 and 13, occurred
between SaskCentral and CUC Wealth for the year ended December 31, 2018.
Key management compensation
The aggregate compensation of key management personnel for SaskCentral during the year includes amounts paid or
payable and is as follows:

Directors
Salaries and other short-term employee benefits
Post-employment benefits
Key management personnel
Salaries and other short-term employee benefits
Post-employment and other long-term benefits
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2018
$

2017
$

131
6
137

159
6
165

4,010
151
4,161
4,298

4,131
176
4,307
4,472
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28. COMMITMENTS
The amounts reported as lines of credit and loan commitments, and letters of credit represent a maximum credit exposure to
SaskCentral. Many of these contracts will expire without being drawn upon, thereby reducing SaskCentral’s credit risk from
the maximum commitment. SaskCentral earns minimal fees on commitments. SaskCentral has not issued any financial
guarantee contracts.
2018
$
Lines of credit and loan commitments
Original term to maturity of one year or less

526,605
526,605

2017
$
512,030
512,030

Contractual commitments
As of December 31, 2018, SaskCentral has significant contractual commitments made on behalf of credit unions for data,
management, risk management, technology management support and telecommunication services. In addition, SaskCentral
also has contractual commitments for its own operations. The contracts have varying terms over 5 years.
Total expected cash outflows resulting from these contracts over their respective terms amount to approximately $12,537
(2017 – $9,192). Actual amounts incurred may differ from the estimates calculated.
2018
$
1,382
46
300
4,975
180
3,596
1,042
401
483
132
12,537

Open Solutions Canada – Data Services
CRI Canada – Data Services
Jack Henry & Associates – ProfitStars
Hyland Software - ECM Solution
SaskTel – Telecommunication Services
SaskTel – Technology Management
Celero Solutions – Support Services
Celero Solutions – Technology Management
Everlink – Card Issuance Services
Everlink – Risk Management Services
Central 1 – Risk Management Services

2017
$
45
548
46
236
6,601
1,528
188
9,192

Group Clearing Agreement
Under the Group Clearing Agreement, SaskCentral guarantees and indemnifies the Group Clearer and each member of the
Canadian Central Group Clearing Agreement against any losses arising from the payment obligation for settlement drawn on
or payable by SaskCentral and its member credit unions. In addition, SaskCentral and its member credit unions abide by the
Canadian Payments Association’s rules, bylaws and procedures for settlement.
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29. GAIN ON ACQUISITION ON CONTROL
As described in note 13, effective January 1, 2017, SaskCentral holds 84.0% of the voting common shares of Concentra
Bank, providing SaskCentral control of Concentra Bank through virtue of shareholder voting rights. For the purposes of
these separate financial statements, Concentra Bank has been recorded using the equity method.
The fair value of SaskCentral’s previously held interest in Concentra Financial at January 1, 2017 was $299,785. The
discounted cash flow technique (income approach) was used to calculate the fair value. Cash flow projections for Concentra
Bank were discounted using a discount rate, which accounted for the market cost of equity, as well as the risk and nature of
the cash flows. The following were key model inputs (Level 3) used in determining the fair value:



Assumed discount rate ranging from 13.3% to 14.6%; and
Assumed long-term growth rate of 1.7%

The remeasurement to fair value of SaskCentral’s existing 84.0% interest in Concentra Financial resulted in a gain of
$48,343 ($299,785 fair value less the $251,442 carrying amount of the equity-accounted investee at the date of
acquisition). An additional $46 of unrealized losses previously recognized in AOCI relating to Concentra Financial was recycled
to the separate statement of profit or loss. These amounts have been recorded in ‘gain on acquisition of control’.
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