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For Westminster Savings, 2018 was a strong year where we 
made significant investments for the credit union, while 
achieving solid performance and strong asset growth. We 
are pleased to report that Westminster Savings produced its 
strongest operating results in many years.

Loans

Leases 
receivable

Cash, 
investments 

and other

Off-balance  
sheet assets

million billion

billion
million

customers

Contributed to the Westminster Savings Foundation

Contributions to charities and sponsorships

Contributions through the Westminster Savings Foundation

billion

$15.3 $2.9

$2.8 $199.3
$4.2

66,976

$500,000
$357,000

$320,000

Operating Income* Loans and leases receivable

Assets under management Members’ equityMembers’ deposits

Key industry ratios Investment in communities

15.7% 6.2%

4.1% 2.2%4.0%

0.42%
Return on 

average assets

16.1%
Capital ratio

6.6%
Return on equity

82.1%
Operating 
efficiency

Percentage calculations are 
based on whole numbers.

* Operating Income: Income before taxes, WS Foundation, merger expense and unrealized gains/ losses.
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General business 
overview 
Westminster Savings Credit Union (Westminster Savings 
or the credit union) is a full-service financial institution, 
in business to enrich the lives of our customers. The credit 
union provides retail banking services and related loans, 
mortgages and wealth management services to some 67,000 
members and customers, and has very close to $4.2 billion 
in assets under management. The credit union also offers a 
full suite of commercial lending and other services to real 
estate developers, small- and medium-sized enterprises 
and micro-businesses. Additionally, we offer new and 
used passenger vehicle leasing through our wholly-owned 
subsidiary, WS Leasing Ltd. and its network of independent 
dealers and brokers in all provinces and territories in Canada 
except Quebec. Through a second wholly-owned subsidiary, 
Mercado Capital Corporation, we provide small- and mid-
ticket equipment leasing services in all provinces and 
territories in Canada, except Quebec. 

We evaluate our success using a balance of financial and 
non-financial measures. Financially, success is measured 
using conventional banking industry indicators such as asset 
growth, financial returns and measures of capital, liquidity 
and operating efficiency. The credit union uses a variety of 
measures to assess our acceptance in the markets we serve, 
and to assess our performance in areas that are important to 
our members. Employee engagement and performance, which 

is measured semi-annually, is another important aspect of 
how we evaluate success. Highly engaged employees take 
great pride in what they do and will go above and beyond 
in their duties to provide the exceptional service to our 
members and customers that we aim to deliver. Westminster 
Savings strives to continuously improve its performance 
against these measures over time.

The most significant source of revenue for Westminster 
Savings is net interest income from financial intermediation. 
This represents the yield earned from loans, leases and 
investments, offset by deposit and other funding costs. The 
credit union also earns fee and commission income from 
these activities as well as its wealth management services, 
or from non-intermediation products and services such as 
payment services or sales commissions. Ancillary to this 
business, the credit union may realize gains or losses on the 
sale of financial instruments such as investments. It is also 
typical to record impairment losses, to reflect the expectation 
that some loans or leases will suffer credit losses.

To support these business activities, the credit union’s 
operating expenses include staff compensation, as well as 
premises, systems, marketing and other administration costs. 
The credit union is also subject to federal and provincial 
income taxes.
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We also measure comprehensive income, which takes a 
broader view of income measurement by including changes 
to the estimated value of employee pension plan assets and 
obligations.

Through the Westminster Savings Foundation, we support 
community organizations that work to improve the quality 
of life within our general trade areas. In addition to our 
foundation’s contributions, the credit union makes direct 
community investments.

Building solid customer relationships is the hallmark of our 
customer-focused business strategy. Our employees are also 
a key part of this strategy. The 435 employees at Westminster 
Savings and its subsidiary companies all share a commitment 
to delivering high-quality personal service.

Much of 2018 was devoted to exploring a merger with Prospera 
Credit Union. Westminster Savings and Prospera worked 
together to identify the opportunities associated with merging 
the two credit unions. We believe we owe it to our members 
to examine the benefits of bringing the two organizations 
together to create a single, stronger credit union. 

We completed the merger due diligence process in Fall 
2018. A detailed business case and merger application 
was submitted to the Financial Institutions Commission 
(FICOM), the provincial agency that regulates credit unions, 
in early 2019. 

Provided FICOM grants consent, the next phase would be 
consultation and engagement with members of both credit 
unions, ultimately culminating in a member vote on the 
proposed merger. A positive vote from members of both 
credit unions is the final required step in the process. 
We look forward to sharing more information on this exciting 
opportunity with members over the coming months. 
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Westminster Savings provides a full range of retail and 
commercial banking, wealth management and leasing 
solutions to meet our members’ evolving needs. Known 
for its customer and community focus, people-oriented 
culture and sound financial and operating practices, the 
credit union aims to be the financial partner of choice for 
busy families and small businesses in Metro Vancouver 
and the Fraser Valley, helping them to achieve their most 
important goals. 

Lines of Business

CONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASINGCONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASINGCONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASINGCONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASING

CONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASING

CONSUMER 
OPERATIONS

2018 was a solid year for the consumer operations division 
as we continued to focus our efforts on providing sound 
banking solutions for our members and making it easier 
and more convenient for them to conduct business with 
us. We enhanced both our online banking and mobile 
app platforms and added a new “call-back” feature at our 
Member Service Center that allows our members to avoid 
having to wait on hold. Electronic signature pads were 
also introduced in all of our branches, greatly reducing 
the need to print paper documents. Looking ahead, we’ll 
be introducing “remote electronic signing” – enabling 
members to electronically sign documents remotely from 
their smartphone or desktop computer without needing to 
come into a branch. Improvements were also made to our 
mortgage renewal process thanks to the great work and 
commitment by our employees to find enhancements that 
will make banking easier and simpler for our members.  

Another major initiative was the introduction of a new 
and more robust credit card solution. By changing our 
credit card platform to Collabria, members could now 
access some of the best and most competitive credit cards 
in the marketplace, with related products and services 
to meet their needs. Members now have eight cards to 
choose from including our new US dollar and Cash-Back 
cards and a more flexible points rewards program. 

Saving over 100,000 sheets of paper by 
switching to electronic signatures  

More than 20,000 members have now 
chosen to go paperless with e-statements 

Over 7,500 members used our new 
call-back feature at the Member Service 
Centre

Over 102,000 calls and 12,000 emails 
were handled by the Member Service 
Centre 

More than 5,000 members have 
downloaded our Mobile App and 
completed over 211,000 online banking 
transactions

Some highlights from the year 
included:
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LEASING

WEALTH 
MANAGEMENT

COMMERCIAL 
BANKING

Saving for the future and building a wealth 
management plan can be daunting for 
many consumers and business owners. At 
Westminster Savings we’ve worked hard to 
build a dedicated team of licensed wealth 
management professionals that can provide 
expert advice and help our members to plan 
for their financial future. It’s an important 
responsibility that we take very seriously. As 
a credit union, we are committed to a client-
centric approach that starts by learning 
about and regularly assessing our members’ 
investment goals. More specifically, we 
provide assistance in the following areas:

• financial planning
• estate planning
• tax planning
• income protection
• investment management
 
Last year our team was extremely proud to 
work with nearly 8,000 of our members and 
manage over $760 million of their assets. 
2018 was a year of considerable instability 
in investment markets both in Canada 
and abroad and our wealth management 

advisors needed to make extra efforts to 
keep members informed and educated. Last 
year we continued to expand our wealth 
management service offerings by adding 
an additional Investment Advisor to our 
team, allowing us to continue to broaden 
the scope of investment alternatives we 
provide. We also completed our wealth 
management conversion to the Investment 
Industry Regulator Organization of Canada 
(IIROC) platform, allowing us to expand 
our services and products and to offer 
individual stocks, bonds and managed 
accounts to meet members’ ever-changing 
investment objectives. Also in 2018, we took 
an important step to enhance our Socially 
Responsible Investing (SRI) alternatives by 
leveraging our emerging partnership with 
Northwest Ethical Investments. This is a 
growing area of focus for the credit union 
over the years to come.

The Commercial Banking team provides 
financial services to three distinct groups 
of customers – small business owners, 
mid-sized operating companies and real 
estate developers – and provides them with 
meaningful advice and customized solutions 
from a comprehensive suite of commercial 
banking products.

The team continued to fulfill on its mission 
to support and strengthen business activity 
within our communities throughout 2018 
while taking internal steps to build on 
the team’s overall effectiveness. Business 
Process Improvement sessions throughout 
the year increased efficiencies and 
developed our capacity to serve members. 
Training and coaching sessions helped 
deepen the skill sets of our Business 
Relationship Managers and, where 
appropriate, external candidates were 
brought in to fill roles. Our efforts are paying 
off, as both staff and member engagement 
scores improved significantly in 2018. 

Some highlights from the year included:

Some highlights from the year included:

171 new loans were financed in 2018, 
totalling more than $271 million

Approximately 1,900 customers served by 
our Commercial Banking division, with more 
than 800 customers served by our Small 
Business team 

We financed 57 new construction 
developments in 2018, providing new 
housing for more than 1,660 families in  
our communities

We managed $762 million in assets

We helped 7,800 clients reach their financial goals
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Our leasing division affords Westminster Savings 
the strategic capability to diversify the balance sheet 
and earnings with a national presence in consumer 
and commercial vehicle, equipment and fleet leases 
in all provinces and territories across Canada (except 
Quebec), through our two subsidiaries, WS Leasing Ltd. 
and Mercado Capital Corporation. 

WS Leasing offers fast, efficient and competitive lease 
structures for new and used vehicles for individual 
and business customers. While Metro Vancouver 
and the Fraser Valley represent the largest portion 
of our vehicle leasing portfolio, we continued to 
see strategic growth in 2018 in markets in other 
provinces. Aggressive market competition from other 
financing options, such as long-term loans, has put 
significant pressure on our leasing operations. Despite 
these challenges, our niche product offerings have 
consistently outperformed overall market growth.

Mercado Capital Corporation is a small- to mid-ticket 
equipment financing company with a focus on the 
transportation and construction sectors. The portfolio 
experienced solid growth in the Ontario market and 
continued to see the Manitoba, Alberta and British 
Columbia markets contribute consistent volume in 
2018, despite increasingly aggressive competition.

Our corporate division encompasses various 
departments, including Finance, Human Resources, 
Information Technology, Marketing, Communications, 
Treasury and other administration. The corporate 
division outsources non-core functions that support 
the credit union’s banking system operations, software 
development and investment management to best-
in-class service providers to achieve efficiency gains. 

CONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASING CONSUMER
OPERATIONS

COMMERCIAL
BANKING

WEALTH
MANAGEMENT

LEASING

LEASING CORPORATE

A $337 million lease portfolio balance 
at the end of 2018, representing 12% 
growth over 2017

Leasing operating expenses were 8% 
lower than 2017

Overall delinquency in the automotive 
portfolio remained very low, while 
delinquency in the equipment portfolio 
improved by 33% vs 2017 reflecting 
stronger credit profiles

More than 1,900 customers acquired a 
vehicle in 2018 with financing from WS 
Leasing Ltd., amid new volume growth 
of over 40% in comparison to 2017

More than 370 customers acquired 
revenue-generating commercial 
equipment contributing to Canada’s 
economy, thanks to financing from 
Mercado Capital

Some highlights from the year 
included:
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The credit union operates within a broad 
and very competitive financial services 
market, which includes Canada’s chartered 
banks, other credit unions, virtual, specialty 
and niche non-regulated financial services 
providers, and new emerging competitors. In 
British Columbia, credit unions serve almost 
two million members (approximately 40% of 
the provincial population. Source: Central 1 
Credit Union).

As financial products and services continue 
to become increasingly automated, 
commoditized and available electronically, 
consumers are more likely to engage 
multiple financial institutions in pursuit 
of the best value. Increasingly, full-service 
financial institutions like Westminster 
Savings are competing with virtual, specialty 
and niche financial services providers. The 
trend toward lower-cost financial services 
providers, increased consumer choice 
and market fragmentation is expected to 
continue in the years ahead. 

Our wealth management division offers 
a full suite of investment and insurance 

Market 
Environment

products, competing in a very active 
market with other financial institutions 
and independent firms. Investment and 
insurance products are complex and highly 
regulated financial products, with consumer 
choice being influenced by advisor 
relationships, expectation of investment 
returns and fees.

Our vehicle leasing operation competes 
against other financial institutions, finance 
companies and vehicle manufacturers’ 
captive finance companies. Consumer 
leasing volumes are influenced by 
consumer confidence and other aspects 
of the economic environment. The market 
for vehicle financing continues to remain 
more favourable for longer-term purchase 
financing, which competes with leasing.   
Similarly, our equipment leasing subsidiary 
competes with other financing companies 
and manufacturers that are active in 
equipment leasing. Equipment financing 
volumes are also influenced by the economy 
and the general level of business investment 
activity, particularly in the resource, 
infrastructure and transportation sectors.

Significant changes in accounting policy 
– IFRS 9 – Financial Instruments
On January 1, 2018, the credit union 
adopted International Reporting Standard 
9 – Financial Instruments (IFRS 9) which 
replaced International Accounting Standard 
39 – Financial Instruments: Recognition and 
Measurement (IAS 39). The application 
of IFRS 9 impacted the classification and 
measurement of the credit union’s financial 
assets and the methods used by the 
credit union in assessing and calculating 
impairment losses on financial assets. 
As permitted by IFRS 9, the credit union 
has applied IFRS 9 retrospectively 
effective January 1, 2018 without 
restating prior periods.

This accounting standard change has had 
a significant impact on the way that the 
credit union’s results are presented, even 
though business operations and the related 
risks have remained consistent over the 
prior years. It should be noted that the 
most significant change as a result of the 
implementation of this standard is the 
reclassification of unrealized gains and 
losses on certain financial assets from 
accumulated other comprehensive income 

(AOCI) (within the equity component) to 
the statement of operations. 

Accordingly, the prior year net income 
and the return on assets, return on equity 
and efficiency metrics are not directly 
comparable to current year results. Further 
information on these changes is contained 
on pages 10 and 11 of the detailed financial 
analysis.
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2018 was characterized by the highly effective execution of key strategic initiatives and 
the strongest operating income in six years. Our balance sheet assets and assets under 
management grew by 6.0% and 4.0% respectively, with an emphasis on the prudent 
management of capital and liquidity while continuing to deliver solid financial returns.

The following chart details the comparative financial and industry metrics.

Operating income 
Operating income is defined as income 
excluding taxes, contributions to the 
Westminster Savings Foundation, merger 
expenses and unrealized gains and losses 
on financial investments. It measures the 
net operating results of the credit union’s 
primary business operations. Operating 
income for the credit union was $15.3 million 
in 2018, compared to $13.2 million in 2017, an 
increase of 15.7% over the previous year. A 
continued focus on revenue diversification 
has seen all four lines of business contribute 
significantly to the operating performance 
in 2018. Interest income from commercial, 
consumer and leasing lines of business 
saw year-over-year increases. During 2018, 
Westminster Savings continued to expand 
its wealth management offerings, resulting 
in significantly improved revenues.

To support these business activities, the 
credit union continued to invest heavily 
in technology infrastructure and security 
while managing operating costs prudently. 
The introduction of new and enhanced 
product offerings, such as a new credit card 

Net income
Net income is $6.7 million, down from $13.2 
million in 2017. As mentioned in the above 
discussion regarding the implementation 
of IFRS 9, unrealized gains and losses on 
financial investments were reclassified from 
AOCI to the statement of income. Included 
in the 2018 results is a loss of $4.6 million, 
which represents the financial markets’ fair 
value movements that occurred during 2018. 
For purposes of comparability to the prior 
year, 2018 net income normalized to adjust 
for this difference in accounting treatment 
should result in an amount of $11.3 million.  

Further analysis and discussions on the key 
components of net income are outlined on 
the next page.

Industry metrics
2018 2017 %

Liquidity ratio 13.7% 13.7% 0%

Capital ratio 16.1% 15.0% 7.3%

Return on average assets 0.42% 0.44% -4.5%

Return on equity 6.6% 6.9% -4.3%

Operating efficiency 82.1% 80.4% 2.1%  

Financial metrics
2018 2017 %

Assets under 
management $4.19 B $4.03 B 4.0%

Operating Income $15.28 M $13.21 M 15.7% 

Net income $6.71 M $13.24 M   -49.3%

Total assets $3.36 B $3.17 B 6.0%

Total loans $2.54 B $2.41 B 5.4%

Total leases $337 M $300 M 12.3%

Total deposits $2.77 B $2.67 B 4.1%

2018 operating results
platform and more sophisticated investment 
products, reflected a continued focus on 
member needs and an enhanced member 
experience.   
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Net interest income

The largest component of the credit union’s 
operating income is net interest income. 

Net interest income increased to $72.3 million 
up from $69.1 million in 2017. The overall 
increase in net interest income of $3.2 million 
was largely due to an increase in interest 
income of $17.5 million that was offset by a 
$14.3 million increase in interest expense. 

The increase in interest income for the past 
year is attributable to an increase in the 
commercial and consumer mortgage loans 
balances, increases to equipment and vehicle 
lease receivables balances and an increase 
in the rates within the lending portfolio. The 
Bank of Canada announced increases to its 
prime rate in January and July 2018; the 
credit union adjusted loan and mortgage 

rates accordingly. With rate changes over 
the last year and the uncertainty of future 
interest rate movements, a shift in the 
consumer lending portfolio back to higher 
yielding fixed rate products has occurred as 
customers moved away from variable rate 
products. The increase in interest rates has 
resulted in a slight increase in yields across 
the lines of business. Interest rates remained 
competitive and consumer and commercial 
lending rates changed throughout the year 
in response to changing market conditions. 
Despite overall volume growth of 12.3% 
within the leasing division, the vehicle 
leasing portfolio, which has lower yield 
products, was proportionately higher. This 
has contributed to a total overall lower yield 
in the leasing portfolio.

Interest expense increased by 44.1% from 
2017, primarily due to the increase in 
members’ deposits and associated increased 
interest rates during the year. In addition to 
the increased deposit rates, the utilization 
of alternative funding sources such as 
borrowings and increased securitizations 
throughout 2018 also contributed to the 
higher cost of funds. The use of borrowing 
and securitization facilities to support 

lending and leasing growth resulted in 
additional interest expense of $2.6 million 
in 2018. Member acquisition and deposit 
campaigns contributed to the overall 
deposit growth in the year but at a higher 
interest cost than 2017.
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Impairment losses on loans, 
leases receivable, investments  
and other assets
In assessing its loans and leases receivable 
portfolios for evidence of impairment, 
Westminster Savings considered various 
factors: bankruptcy, default, payment 
delinquency and decline in the value 
of mortgage security or other collateral 
and additional economic considerations. 
Individual loans or leases may be found 
to be impaired due to specific factors. For 
loans assessed as impaired, Westminster 
Savings continues to hold substantial 
security which serves to protect the credit 
union against loss. As well, an evaluation of 
the overall portfolios of mortgages, loans, 
vehicle leases and equipment leases occurs 
regularly to quantify losses that might arise 
from broader factors. Westminster Savings is 
proactive in the management of delinquency 
and other credit concerns to ensure that 
credit losses are kept as low as possible.

The credit union incurred impairment 
losses on financial assets, primarily related 
to equipment leases of $0.8 million in 2018, 
$1.4 million lower than the previous year. 
The credit union also recorded impairments 
on other assets of $2.3 million in 2018, 
13.3% lower than in 2017. Impairment 

Net fee and commission income
Net fee and commission income was $10.1 
million, an increase of 16.9% or $1.4 million 
compared to 2017. 

Fee and commission income increased 
by $1.9 million to $13.6 million in 2018 
compared to $11.7 million in 2017. This 

losses on equipment leases and related 
assets have declined in comparison to 
previous years due largely to tighter credit 
adjudication criteria on new leases and 
improved economic conditions in Alberta. 
In determining the expected credit loss 
provision, management considers future 
macroeconomic and industry-specific 
trends. Further details can be found by 
reading Credit risk in the Key business risks 
section on page 17. Notwithstanding the 
growth in the loan and lease portfolio, the 
credit union maintained a loss provision of 
$ 6.2 million in 2018, an amount consistent 
with the prior year. Fewer delinquencies, 
along with strong portfolio management 
and governance over credit underwriting 
guidelines and policies, have resulted in 
minimal change in the expected credit 
loss provision. The expected credit loss 
provision is extensively reviewed on a 
quarterly basis by credit union management. 

was mainly driven by increases in wealth 
management revenues of $1.0 million, 
member service fees of $0.2 million, 
increased insurance commissions of $0.6 
million and other fees of $0.1 million.

Wealth management revenues grew to $6.0 
million, an increase of $1.0 million from $5.0 
million in 2017. This was driven by increased 
revenues related to new wealth management 
product offerings. The credit union has now 
converted more than $401.2 million of assets 
from the Mutual Fund Dealers Association 
platform to the Investment Industry 
Regulatory Organization of Canada, which 
offers an expanded product offering to 
members. The new product offerings align 
the credit union with the offerings of its 
competitors. This strategy favours the credit 
union in the long-term as it will increase its 
competitiveness and allows for sustained 
asset and revenue growth over time. 

Members’ fees and commission increased by 
$0.2 million from 2017. This is composed of a 
slight increase in member service charges of 
$0.2 million as the credit union introduced 
fees for printed statements. Insurance 
commissions increased by $0.6 million as 
a result of lower claims experience against 
creditor insurance which resulted in a 
higher revenue share than in 2017.

Gains in fee and commission income were 
partially offset by a decrease in creditor 
insurance fees within insurance, mortgage 
and Visa® commission income as the volume 
of members choosing these insurance 
products declined in 2017.

Fee and commission expense increased 
in 2018 by $0.5 million to $3.5 million 
compared to the previous year amount 
of $3.0 million. This was largely driven 
by additional expenses of $0.1 million 
for securitization fees due to increased 
volume of securitizations and an increase 
of $0.1 million for vehicle registration fees. 
This was directly related to the additional 
vehicle leasing volume growth. Higher 
credit bureau expenses from the commercial 
line of business resulted in an additional 
member service expense of $0.1 million as 
well as incremental operational expenses of 
$0.1 million in member service fees related 
to the functional support of retail banking 
needs for Westminster Savings members.
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Net gains on financial instruments at fair value through 
profit and loss (FVTPL) and other income 

The credit union saw a decline in other 
income of $4.4 million in 2018, from $4.8 
million in 2017 to $0.4 million. During the 
year, Westminster Savings continued the 
consolidation of administrative functions 
to the Surrey corporate head office and 
disposed of a commercial property, resulting 
in a gain of $1.0 million. The translation 
of US dollar accounts to Canadian dollar 
resulted in losses of $0.6 million versus a 
gain in 2017 of $0.8 million. This excludes 
the translation of the credit union’s US 
dollar investments which resulted in a 
foreign exchange gain of $1.6 million. This 
is recorded separately as detailed below. In 
2017, prior to the application of IFRS 9, the 
credit union recognized realized gains of 
$3.6 million on investments that were held 
for sale. As stated previously, the credit 
union will now report both realized and 
unrealized gains and losses in the statement 
of operations.

Prior to 2018, unrealized gains or losses for 
the credit union’s investments in equity 
securities, equity-linked securities and 
preferred shares were accounted for in 
AOCI. With the application of IFRS 9, the 

credit union records the unrealized gains 
or losses on these investments as FVTPL in 
the statement of income. The credit union 
recognized net losses of $4.6 million in 2018. 
As part of the initial implementation of IFRS 
9, the credit union recorded a cumulative 
unrealized gain on these investments of 
$6.7 million in opening retained earnings. 
The investment portfolio is governed by a 
rigid investment policy and has generated 
positive returns from inception and is 
expected to do so in the future. We expect 
that the investment portfolio will have a 
degree of volatility; these risks are mitigated 
by Westminster Savings’ investment 
policies and diversity of investments.

The chart below illustrates the accumulated 
unrealized gains from the inception of 
the credit union’s investment portfolio 
and provides historical quarterly market 
volatility that was previously captured in 
other comprehensive income on the balance 
sheet, prior to the implementation of IFRS 9:
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Overall operating expenses increased 
4.2% to $66.9 million in 2018. Throughout 
the year, Westminster Savings continued 
its commitment to invest in people and 
infrastructure to position the credit union 
for future growth and success.

Salary and employee benefits expense 
increased by 3.1% in 2018, primarily due 
to the credit union incurring a full year of 
expenses for the additional staff in the three 
branches opened in 2017. Higher volume 
sales within Leasing and increased Wealth 

revenues contributed to the increase in 
compensation expense as these roles are 
primarily based on sales commissions 
as well as annual merit increases for 
employees. 

In 2016, Westminster Savings began an 
employee training program in line with the 
strategy to develop high-performing teams, 
which resulted in staff training expenses of 
$0.3 million in 2018. This is a decrease of 
$0.2 million from 2017.

Occupancy and equipment expense 
increased by 2.4% to $10.5 million in 2018. 
This was primarily due to the expansion of 
the branch network during 2017. The credit 
union incurred a full year of costs related to 
the occupancy of the three new branches.

General and administrative expense 
increased by 8.3% from 2018. The major 
component of this expense was related to 
additional data processing and electronic 
banking expenses of $0.5 million. This is 
a result of bolstering investment in the 
credit union’s technology infrastructure 
and expanded cyber security programs, and 
the retail and commercial loan origination 
systems which will streamline the member 
experience and create efficiencies in back 
office administration when implemented in 
2019. The existing data centre was relocated 
from Vancouver to Telus’ new secure 
virtual server centre in Kamloops. Higher 
regulatory and legal expenses of $0.5 million 
were incurred, largely as a result of merger-
related activities. Additional depreciation 
and administrative expenses were incurred 
as a result of having a full year of expense 
for the three branches opened in 2017. 
These expenses were offset by a decrease in 
marketing spend in relation to 2017 as the 

prior period included one-time expenses 
related to the opening of those branches.

Westminster Savings continues to focus 
on managing costs to better align with 
declining margins, ensuring the operations 
are as efficient and effective as possible 
while still making the necessary investments 
to grow the business.
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Westminster Savings Foundation 
The Westminster Savings Foundation (the foundation) was 
founded in 1992 as a charitable society to support worthy 
organizations within the general trade area of the credit 
union. Contributions to the foundation are made at the 
discretion of the Westminster Savings Board of Directors. In 
2018, the credit union made a contribution of $500,000 to the 
foundation. The foundation has a community endowment 
fund of $9.5 million and disbursed grants of more than 
$0.3 million in 2018 to support active living and arts in the 
communities that the credit union serves. This included the 
second instalment of the foundation’s three-year commitment 
to KidSport BC, Arts Umbrella and Special Olympics 
totalling $675,000 ($75,000 to each organization per year from 
2017 to 2019). 

The credit union contributed $0.4 million ($0.3 million in 
2017) directly to community activities and initiatives, such 
as sponsorship of the Tour de White Rock/Tour de Festival 
weekend, Burnaby’s Hats Off Day and the 2018 Polar Plunge 
benefitting Special Olympics BC. 

Caring for our 
Communities

Income taxes
Lower taxable income levels in 2018, offset with changes in 
timing differences for purposes of deferred tax, have resulted 
in an increase in the overall level of income tax expense. 
The credit union is subject to current tax and deferred tax 
expense. 

The credit union had an effective net tax rate of 9.7% for 2018 
(-2.2% recovery in 2017). The credit union experienced a tax 
recovery in 2017 as a result of the provincial government’s 
decision to cancel the planned phase-out of the credit union 
preferred rate deduction in January 2017. Comparative 
numbers reflect this one-time adjustment.  
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Balance Sheet
The following is a graphical analysis of total asset composition over the last five years.

• Total assets grew by $185.5 million to 
$3.4 billion in 2018 compared to $3.2 
billion in 2017.

• Cash, investments and other assets 
increased by $17.0 million.
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• Loans increased by $131.6 million or 
5.4%. Loan growth was largely driven 
by increases in the consumer lending 
portfolio. The credit union recorded 
an increase of $90.5 million or 4.9% in 
consumer loans and mortgages in 2018. 
This is down from 22.1% growth in 2017. 
The change in 2018 was a reflection of an 
overall decline in the demand for retail 
loan and mortgage products along with 
prudent management of the credit unions 
capital and liquidity. 

• Leases receivable increased $37.0 million 
or 12.3% from 2017 to 2018. The credit 
union saw increases in the vehicle 
leasing portfolio of $33.8 million and 
equipment leasing portfolio of $1.7 
million, which was aided by favourable 
net changes in the deferred leasing fees 
and a reduction in leases receivable 
impairments totalling $1.5 million.
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Liabilities and members’ equity
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• Members’ deposits increased to $2.8 
billion or 4.1%.

Total asset growth was funded by an 
increase of $102.7 million in deposits to 
$2.8 billion at the end of 2018. This was 
primarily driven by an increase of $87.1 
million in demand and term deposits and 
$8.8 million in registered deposits, largely 
achieved through successful member 
and deposit acquisition campaigns. 
This larger deposit base also increased 
accrued interest payable balances.

For liquidity management purposes, the 
credit union routinely securitizes loans 
and leases to raise additional funds at 
competitive rates. During 2018:

• Securitization debt obligations increased 
by $82.8 million. This increase was a 
result of $150.5 million in new loan 
securitizations and $20.8 million in new 
lease securitizations. This in turn was 
offset by $88.5 million of securitizations 
maturing or terminating during 2018.

• Borrowing levels remained at nil at the 
end of 2018. Borrowings were utilized 
during the year as required. However, 
due to continued growth in deposit 
balances and increased securitizations, 
the borrowings were short-term in nature 
and were repaid.

The non-financial asset and liability 
categories are a much smaller component 
of the consolidated statement of financial 
position when compared with customer 
accounts. These balances reflect the assets 
and liabilities used in the credit union’s 
operations, along with certain income tax 
and pension-related balances. The balances 
in these asset and liability accounts saw 
modest changes from the prior year, in 
keeping with ongoing business activity. 
Pension and income tax-related asset and 
liability balances have fluctuated, largely due 
to changes in discount and tax rates. The 
retirement benefit obligation and income tax 
payable were recorded as $10.0 million and 
$14.7 million, compared to $8.8 million and 
$14.4 million in 2017.
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Members’ equity
Members’ equity comprises retained 
earnings, including current year income, net 
of changes in comprehensive income, and 
at the end of 2018 grew to $199.3 million. 
Within members’ equity, the increase in 
retained earnings represents net income for 
the year of $6.7 million and changes due to 
the transition to IFRS 9. 

Comprehensive income decreased $8.7 
million in the year to $5.5 million compared 
to $14.2 million in 2017. This represents 
net income of $6.7 million combined with 
net actuarial losses of $1.1 million on the 
credit union’s defined benefit plans and 
unfavourable fluctuations in the fair market 
value of the managed investment portfolio 
of $0.1 million. In 2017, prior to IFRS 9, the 
credit union recorded favourable gains 
of $4.6 million in other comprehensive 
income. These unrealized gains and losses 
flow through the consolidated statement of 
operations as described in the above section 
on net gains on financial instruments at fair 
value through profit and loss (FVTPL) and 
other income and are recorded annually to 
reflect changes in market conditions.
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Assets under administration

At December 31, 2018, the credit union held 
$4.2 billion of assets under administration, 
an increase of 4% from $4.0 billion at the 
end of 2017. The proportionate share of 
asset categories to total assets under 
administration is unchanged from 2017.

At December 31, 2018, off-balance sheet 
assets under administration were $837.0 
million, a decrease of $24.4 million from 
$861.4 million in 2017.  

The largest component of off-balance sheet 
assets under administration is customer 
investment products. At December 31, 2018, 
the total value of customer investment 
products under administration was $762.0 
million, ($770.4 million in 2017). These 
decreases reflected a downturn in market 
values within the capital markets during the 
second half of 2018.

For customers with self-directed retirement 
accounts, the credit union acts as 
administrator for a fee. Self-directed RRSP 

funds under administration were $26.5 
million, down from $48.9 million in 2017. 
The reduction in self-directed RRSPs is 
primarily a result of customers moving their 
investments into our managed wealth line 
of business.

Periodically, other financial institutions are 
invited to participate in the large-dollar 
loans that are originated. These syndicated 
loans are administered for a fee and totalled 
$48.5 million, up from $42.1 million in 2017.
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Managing Business Risks
Key business risks
Westminster Savings’ operations necessitate 
a variety of risks that may affect future 
results. Our objective is to limit the credit 
union from unacceptable business losses 
or earnings volatility, and to ensure that the 
risks we take are prudent and in proportion 
to the expected business benefits.

Westminster Savings manages risk 
through a combination of strong corporate 
governance and enterprise risk management 
(ERM) programs. These ensure that prudent, 
formal policies are in place, with appropriate 
oversight of our ongoing risk management 
activities throughout the credit union.

The credit union employs ERM to identify, 
assess and proactively manage risks in the 
face of uncertainty. The process supports 
the creation of enterprise value and the 
mitigation of risks. The ERM process is 
embedded in all major areas of the business.

The credit union maintains a business 
continuity strategy, leveraging disaster 
recovery and business continuity plans. 

These plans are tested periodically and 
designed to cost-effectively provide for the 
continuity of key credit union functions 
should they be impacted by a disruptive 
event. The credit union also carries 
appropriate corporate insurance.

The final protection against adverse impacts 
is the credit union’s capital. This is a key 
reason why Westminster Savings maintains 
levels of capital well in excess of regulatory 
minimums.

The key risks faced by the credit union 
include:

• Credit risk 
• Financial market risk 
• Competitive market risk
• Operational risk 
• Liquidity risk 
• Compliance and regulatory risk

Other risks that may affect future results 
include changes in government policy, 
ongoing matters affecting the credit union 
system, fluctuations in consumer and 

commercial borrowing patterns, as well as 
personal savings and spending patterns, 
and changes in technology and its use by 
consumers and businesses. 

The credit union monitors the sensitivity of 
its earnings to these external risk exposures, 
providing the information required to 
ensure that possible unfavourable outcomes 
from risk events do not exceed the credit 
union’s capacity. 
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Risk Management
Corporate governance
Westminster Savings strives to earn and 
retain the trust of our customers and other 
stakeholders through our commitment to 
sound corporate governance. The credit 
union’s corporate governance practices are 
continually enhanced to meet high standards 
and industry best practice, and are reviewed 
at least annually.

Board and management committees review 
lending, investment, risk management, 
capital, funding, liquidity and other key 
policies annually. These policies cover 
limits, exposure, strategies, monitoring and 
reporting. Changes to these policies are  
filed with the B.C. Superintendent of 
Financial Institutions Commission  
(FICOM) as required.

The Board of Directors monitors risk, 
principally through five committees 
composed solely of independent directors:

Board of Directors
Audit and Risk Committee Investment and Loan 

Committee
Governance and Conduct 

Review Committee
Human Resources Committee Nominations Committee

• Provides oversight over 
financial reporting, internal 
and external audit, and ERM 
processes

• Reviews and approves 
financial statements and 
annual regulatory filings

• Provides oversight over the 
adequacy and effectiveness of 
internal control procedures

• Assesses the qualifications 
and independence of the 
external auditors and reviews 
the audit plan

• Monitors the management 
of top organizational 
risks as outlined in the 
ERM framework, assesses 
mitigation strategies, approves 
the risk matrix and develops 
the risk appetite for the credit 
union

• Monitors compliance with 
laws and regulations

• Liaises with regulators

• Monitors and reviews 
lending and investments, 
and compliance with related 
policies

• Reviews the Investment and 
Lending Policy and related 
procedures annually and 
recommends changes

• Ensures appropriate 
procedures are in place to 
implement the Investment  
and Lending Policy 

• Monitors risk exposure, 
portfolio composition, 
delinquency, compliance  
and asset realization

• Establishes and maintains 
effective guidelines in 
applying governance 
principles

• Establishes procedures to 
provide disclosure to members 
and designed to prevent or 
resolve conflicts of interest

• Reviews and approves 
transactions involving related 
parties

• Enhances the effectiveness 
of the board by reviewing 
and approving director 
education and development, 
and overseeing the annual 
board and director evaluation 
process

• Reviews and approves the 
Governance Report provided 
to members annually

• Reviews board compensation 
at least every three years

• Reviews the credit union’s 
Rules at least every five years

• Ensures the compensation 
philosophy, policies and 
programs support the business 
strategies of the credit union 
and its subsidiaries

• Oversees the recruitment, 
selection, development, 
performance and 
compensation of the CEO

• Oversees the management 
and administration of 
the Westminster Savings 
Employee Pension Plans 

• Conducts the nomination and 
election of directors

• Reviews the competencies and 
skills of the board annually

• Reviews and approves policies 
and procedures regarding the 
nomination and election of 
directors

The Board of Directors produces an annual governance report for customers, outlining 
information about the governance activities and practices of the credit union.
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Enterprise risk management
Enterprise risk management at Westminster 
Savings is designed to ensure sound and 
prudent operations, stable earnings and the 
ongoing viability of the credit union. This 
also helps to influence the development and 
implementation of appropriate business 
strategies. Our risk management processes 
involve the Board of Directors and all levels 
of management, along with an independent 
internal audit function and a compliance 
oversight function.

The ERM process is designed to identify 
risks that may affect the credit union, to 
analyze and understand the potential 
impacts these risks may have and to 
manage these risks within our agreed risk 
appetite. Through this process, we establish 
reasonable assurance of achieving our 
objectives despite uncertainties in the 
environment in which we operate.

Westminster Savings’ ERM Committee is 
composed of executive leadership and other 
business line leaders, and reports quarterly 
to the Audit and Risk Committee on the 
ERM process and on the assessment of 
monitored risks. In addition to reviewing 
these reports, the Board of Directors 
performs a formal annual review of the ERM 
program and its results.

Two additional management committees 
have direct responsibility for specific areas 
of enterprise risk management:

• The Management Credit Committee 
provides oversight of the credit approval 
process, including the delegation of 
lending limits under the lending policy. 
The committee authorizes material and 
related-party loans, within the limits 
established by the Board of Directors, 
and also monitors delinquencies, 
impairments and collection and recovery 
efforts, along with oversight of the 
expected loan loss provision process.  

• The Asset Liability Committee is 
charged with optimizing net interest 
income within acceptable levels of 
risk, primarily interest rate risk. The 
committee oversees the strategies for 
managing assets, liabilities and capital, 
monitors asset allocation and assesses 
the overall balance sheet risk profile of 
the credit union.

Both management committees are subject to 
oversight by the Board of Directors.

Control environment
Westminster Savings has adopted numerous 
procedures throughout the organization to 
protect the assets of the credit union and 
to ensure that financial, management and 
other reporting is accurate and complete. 
Maintaining a robust control environment is 
an important responsibility for all managers. 
To support management in this regard, we 
have internal and external audit processes 
that are independent of management and a 
separate compliance function.

Our Business Ethics Policy provides 
directors, officers and employees of 
Westminster Savings and its subsidiaries 
with a framework for maintaining high 
standards of ethical conduct with customers 
and other stakeholders, and within the 
communities we serve.

Part of this responsibility involves 
protecting the privacy of our customers’ and 
stakeholders’ personal information. Under 
our Personal Information Protection Policy, 
the credit union actively monitors and fully 
complies with all personal information and 
privacy legislation.

Internal audit
The credit union maintains an independent 
internal audit department, accountable 
under a formal charter to the Audit and 
Risk Committee of the Board of Directors. 
This charter mandates a corporate-wide 
audit responsibility that includes the credit 
union’s subsidiaries and provides for flexible 
access to external specialists if required.

To ensure that independence and objectivity 
is maintained, the internal audit department 
acts in an advisory and assurance role 
only, with no direct management authority. 
Internal audit has unrestricted discretion in 
discharging its responsibilities.

External audit
Westminster Savings engages a recognized 
international audit firm to carry out the 
annual external audit of the credit union’s 
financial statements. These external audit 
arrangements are regularly reviewed by the 
Audit and Risk Committee.
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Balance sheet management
As an important part of the overall risk 
management strategy, Westminster Savings 
ensures that sufficient and appropriate 
capital is available to protect against 
unexpected events and support ongoing 
growth. A strong capital position offers 
protection in the face of risk and preserves 
the security of customer deposits. Increased 
capital allows the credit union to pursue 
new initiatives and expand services to 
customers. The credit union also determines 
the amount of capital required to support 
operating divisions and ensure that it is 
used in the most efficient and effective 
manner. Westminster Savings regularly 
monitors and completes quarterly portfolio 
stress testing to ensure it can support the 
operating divisions.

As a B.C. credit union, Westminster Savings 
must meet the capital requirements outlined 
in the Financial Institutions Act (FIA) of 
British Columbia and the related capital 
requirements regulation. This regulation 

Capital and balance 
sheet management

specifies the minimum capital a credit 
union must maintain and how this capital 
is defined and measured. The calculation of 
the statutory capital requirement is based 
on FICOM’s assessment of the relative risk 
of the assets held by a credit union, thus 
establishing that more capital is to be held 
against riskier assets.

FICOM uses three capital indicators in the 
assessment of credit union capital adequacy. 

1) The FIA regulations require a credit 
union to have a capital ratio of at least 
8.0% to operate without any statutory 
restrictions. A credit union operating 
below this limit will be subject to 
immediate statutory restrictions and may 
be considered non-viable by FICOM. 

2) FICOM’s supervisory target of 10.0% 
sits above the regulatory threshold and 
provides FICOM with sufficient time to 
address any threats to the solvency of 
the credit union before it falls below the 
regulatory requirement. 

3) Credit unions are expected to establish 
their own internal capital target 
ratio, which should be set above the 
supervisory target. This internal target 
is used as a base for corrective internal 
action before capital erodes below the 
supervisory target.

Westminster Savings’ capital policy requires 
an annual internal capital adequacy target to 
be established and maintained. For 2018, the 
internal capital adequacy target was 10.5%. 
Westminster Savings forecasts the amount 
and composition of the balance sheet and 
expected levels of risk-adjusted assets, and 
manages within these levels to remain well-
capitalized.

The main source of Westminster Savings’ 
capital is the retention of earnings. The 
credit union’s capital base also includes 
member shares and Westminster Savings’ 
proportionate share of system capital. 
System capital refers to the retained 
earnings of the centralized credit union 

organizations (Credit Union Deposit 
Insurance Corporation, Central 1 Credit 
Union and Stabilization Central Credit 
Union), which are owned by B.C. credit 
unions.

• As at December 31, 2018, Westminster 
Savings’ total capital base was $251.5 
million compared with $227.5 million  
in 2017. 

• Westminster Savings’ capital adequacy 
ratio, including system capital, was 
16.1% at December 31, 2018, compared 
with 15.0% in 2017. This exceeded 
regulatory requirements and adhered 
to Westminster Savings’ internal policy 
requirements.
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The credit union’s retained earnings and total capital has continued to remain strong over the 
years. As outlined above, the capital ratio is impacted by the composition of asset portfolios 
and the associated underlying risks. The growth of the consumer, commercial and lease 
portfolios resulted in a slight increase in the risk-weighted asset values in 2018. The increases 
in retained earnings and systems capital contributed to a healthy capital base resulting in a 
strengthening of the capital ratio to 16.1% at December 31, 2018.

2018

16.1%

Liquidity
The credit union carefully manages 
its liquidity to ensure that customers’ 
requirements are met at all times. By 
ensuring that sufficient, readily accessible 
or liquid assets are available, Westminster 

As a B.C. credit union, Westminster Savings 
must meet the liquidity requirements 
outlined in the FIA and the related liquidity 
requirement regulation. This regulation 
specifies the minimum liquid assets a credit 
union must maintain, and how liquidity is 
determined. The legislation requires that 
liquid assets representing at least 8.0% of 
deposit and debt obligations be held by a 
credit union. This liquidity ratio is intended to 
ensure that liquidity is adequate in relation to 
the business being conducted.

• Westminster Savings’ liquidity ratio was 
13.7% at December 31, 2018, compared with 
13.7% at December 31, 2017. The combination 
of increases in lending volume, net of 
the increase in members’ deposits and 
securitizations, resulted in minimal change 
in the liquidity ratio in 2018.

• Liquidity levels exceeded both 
the regulatory and internal policy 
requirements. 

Loans and lease securitization
Westminster Savings routinely enters into 
transactions whereby the credit union or 
a subsidiary securitizes (sells) consumer 
mortgage loans or leases receivable to third 
party investors. This is used by the credit 
union to access cost-effective funding for 
additional growth and to manage liquidity risk, 
credit risk and interest rate risk. Securitization 

transactions have no impact on customers 
who have a consumer mortgage or lease 
with the credit union.

During the year, the credit union continued 
to participate in securitization programs to 
issue mortgage-backed securities included 
in the Canada Mortgage Bonds program and 
within an Asset-Backed Commercial Paper 
program. These conduits were established to 
reduce liquidity risk by further diversifying 
funding sources.

In 2018, Westminster Savings had 
securitized consumer mortgage loans 
receivables of $241.2 million ($170.9 million 
in 2017) and securitized leases receivables of 
$58.9 million ($60.2 million in 2017).

Borrowing facilities
In addition to its borrowing facility with 
Central 1 Credit Union, Westminster 
Savings maintains credit facilities with other 
major financial institutions. The credit union 
can draw on these facilities as required to 
finance operations. Westminster Savings’ 
credit lines provide borrowing capacity of 
approximately 7.4% of credit union assets 
(7.8% in 2017). 

The credit union did not have any 
borrowings from credit facilities at 
December 31, 2018 or at December 31, 2017.

Savings is able to meet customer demand 
for withdrawals and deposit redemptions, 
fund loans, leases and business operations, 
and protect the credit union against sudden, 
unforeseen cash needs.
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The operating environment in 2019 will be influenced 
by factors such as slower economic growth following 
a strong period of expansion, slower housing activity, 
and a highly competitive financial services market. 

Due to weaker than expected oil prices, housing 
activity and consumer spending, Canada’s real GDP 
was revised downward by 0.4% from the previous 
forecast, with 2019 growth now expected at 1.7%. This 
revised forecast reflects a temporary slowdown in Q4 
2018 and Q1 2019 mainly as a result of lower oil prices. 
Economic activity should continue to be supported 
by strong employment, expanding foreign demand 
and accommodative financial conditions. Business 
investments and exports outside the energy sector are 
projected to grow steadily. 

In its latest announcement on March 6, 2019, the Bank 
of Canada (BoC) kept its key interest rate at 1.75%.  
The BoC indicated that the slowdown in the global 
economy has been more pronounced and widespread 
than previously anticipated and that the Canadian 
economy will be weaker in the first half of 2019 than 
previous forecast.  The BoC acknowledged that there 
is increased uncertainty about the timing of future 
interest rate increases; they will be watching closely 
developments in household spending, oil markets and 
global trade policy.

2019 economic outlook
The BoC identified the following key sources of upside 
and downside risks to the outlook: trade conflict 
between the United States and China, outlook for 
oil prices, stronger Canadian business investments 
and exports, sharp tightening of global financial 
conditions, and a pronounced decline in house prices 
in certain regions. 

Despite growing labour headwinds and a sharp drop in 
housing market activity, BC’s economy is expected to 
grow by 2.0% in 2019. The $40-billion liquefied natural 
gas project approved in 2018 will start construction 
in 2019 and is expected to provide a boost to the 
provincial economy (0.1% in 2019 and 0.6% in 2020). 
Strong wage gains and population growth will 
continue to provide support for household spending in 
the province. 

The BC housing market is expected to have low sales 
and flat prices in 2019. While mortgage interest rates 
are forecast to be steady, with a chance of cuts due to 
declining bond yields, the federal mortgage ‘stress test’ 
and provincial government tax policies will continue 
to curtail demand. In the 2019 Federal Budget, a First-
Time Home Buyer Incentive measure was introduced 
to make home ownership more affordable. The 
incentive would allow eligible first-time home buyers 
to finance a portion of their home purchase through 

a shared equity mortgage with Canada Mortgage 
Housing Corporation (CMHC). CMHC would provide 
up to $1.25-billion over three years for this incentive. 

Outside BC, growth is expected to moderate in all 
provinces in 2019. Cooling housing markets, the 
winding down of major capital projects, and the 
unanticipated drop in crude prices since October 
2018 will be among the restraining factors in some 
of the provinces. The forecast growth for the Alberta 
economy is 1.5% in 2019. In Ontario, forecast economic 
growth is 1.9% in 2019. 

Overall, the broad economic environment and outlook 
remains solid and supported by business investment, 
a tight labour market and population growth. Despite 
the expected slowdown in the economy, factors that 
contribute to economic growth and its knock-on effects 
are supportive of all of Westminster Savings’ lines of 
business.
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Assets under management include on-balance 
sheet assets and third party investment assets 
that the credit union originates and manages 
in return for administration fees and/or 
commissions. Although third party assets are 
not recorded on the credit union’s balance sheet, 
they represent expanded investment options for 
our customers, while providing the credit union 
with a reliable revenue stream. 

Balance sheet is a statement of position 
that reflects the assets, liabilities and capital 
of the credit union at a particular point in 
time, detailing the balance of income and 
expenditure over the preceding period.

Compensation expense includes salary, 
benefits, employee training and development 
costs.

Competitive market risk is the risk of 
customer attrition, increased cost or other 
business impacts due  
to changes in the competitive markets for 
financial services, investment products, vehicle 
leasing and equipment leasing. 

Compliance and regulatory risk is the risk of 
non-compliance with legislative and regulatory 
requirements arising from inadequate policies 
and operational procedures or lack of highly 
qualified staff. 

Comprehensive income includes the net 
income of the credit union, along with certain 
unrealized gains or losses, which reflect the 
accounting requirement to value certain 
investments and pension obligations at fair 
value in the consolidated statement of financial 
position.

Credit risk is the risk of loss resulting from a 
borrower’s inability or unwillingness to repay a 
loan in conjunction with inadequate collateral, 
or from a counterparty’s inability to complete or 
fulfill financial obligations. 

Deferred taxes reflect an amount of income tax 
expense related to the difference between the 
deferred tax assets and deferred tax liabilities 
between the beginning of the year and the end 
of the year. Deferred tax assets and liabilities 
are a result of temporary differences between 
accounting and tax carrying values, and are 
calculated based on estimates of the timing 
and amount of future reversals at the applicable 
future tax rates. The judgment required in 
assessing the future timing of reversals, 
amounts and future tax rates in respect of 
deferred taxes may result in effective tax rates 
that may not be consistent from year to year. 

Fee and commission expense includes costs 
related to our delivery of transactional account 
services and leasing services, ATM and Interac® 

Direct Payment transaction processing costs, 
cheque clearing costs, investment management 
costs, custodial and other loan processing fees.  

Fee and commission income comprises 
various fees, service charges, penalties and 
other miscellaneous revenues that are earned 
but not part of net interest income.

Financial market risk is the risk of loss that 
results from changes in external markets, 
including interest rates, foreign exchange 
rates, equity and commodity prices, and credit 
spreads.

General and administrative expense includes 
data processing, marketing and other costs of 
administration. 

Interest rate risk represents the potential 
adverse impact that changes to market interest 
rates may have on the earnings and value of the 
credit union. It generally arises from differences 
between the term to maturity of investments, 
loans and leases receivable, and those of the 
credit union’s sources of funding.

Liquidity risk refers to the risk of being unable 
to obtain funds at reasonable prices or within a 
reasonable time period to meet obligations as 
they come due. 

Glossary of terms
Members’ equity comprises retained earnings 
and other comprehensive income. 

Net fee and commission income includes fee 
and commission income netted with fee and 
commission expense.

Net income is the sum of net interest income, 
net fee and commission income and other 
income less operating expenses and taxes.

Net interest income is the difference 
between financial income (interest earned on 
investments, loans and leases receivable) and 
financial expense (interest paid on members’ 
deposits and other financing). It is the largest 
component of the credit union’s income.

Occupancy and equipment expense includes 
premises rent, maintenance and other property-
related costs. 

Operating expenses consists of compensation 
expense, occupancy and equipment expense, 
and other general and administrative expense.

Operational risk refers to the risk of loss 
resulting from the failure or inadequacy 
of internal systems and processes, or from 
external events that may negatively impact the 
credit union. These risks are carefully managed 
under Westminster Savings’ ERM program. 
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Consolidated 
financial 
statements
YEAR ENDED DECEMBER 31, 2018
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