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Independent Auditor’s Report 

To the Members of  
Newfoundland and Labrador Credit Union Limited 

Opinion 
We have audited the financial statements of Newfoundland and Labrador Credit Union Limited 
(the “Credit Union”), which comprise the statement of financial position as at December 31, 2024, and 
the statements of comprehensive income and retained earnings and cash flows for the year then ended, 
and notes to the financial statements, including material accounting policy information (collectively 
referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Credit Union as at December 31, 2024, and its financial performance and its cash flows for 
the year then ended in accordance with IFRS Accounting Standards as issued by the International 
Accounting Standards Board (“IASB”). 

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 Financial Statements section of our report. We are independent of the 
Credit Union in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS Accounting Standards as issued by the IASB, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Credit Union’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 Credit Union or to 
cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Credit Union’s financial reporting 
process. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an 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 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 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 Credit Union’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 Credit Union’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 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 Credit Union to
cease to continue as a going concern.

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

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 
April 11, 2025



Newfoundland and Labrador Credit Union Limited
Statement of financial position
As at December 31, 2024

2024 2023
Notes $ $

Assets
Cash and cash equivalents 4 44,860,142       31,851,933         
Investments 5 52,814,134       50,980,899         
Loans and mortgages receivable 6

Personal loans 111,529,640    109,360,746       
Mortgage loans 508,051,651    504,046,069       
Commercial loans and mortgages 45,136,622       40,846,711         

664,717,913    654,253,526       

Less: allowance for impaired loans and mortgages 11 (2,948,879)       (2,520,020)         
661,769,034    651,733,506       

Property and equipment 9 16,556,055       16,195,386         
Derivative financial instruments 17 1,440,056         1,358,187           
Other assets 10 6,328,166         5,689,797           

783,767,587    757,809,708       

Liabilities
Members’ deposits 12 747,565,461    724,990,599       
Note payable 4 2,259,950         —                       
Accounts payable and accrued liabilities 1,943,551         2,040,673           
Severance provisions 2,260,090         2,149,811           
Derivative financial instruments 17 1,440,056         1,358,187           

755,469,108    730,539,270       

Retained earnings 28,298,479       27,270,438         
783,767,587    757,809,708       

The accompanying notes are an integral part of the financial statements.

Approved by the Board

_______________________________, Director

_______________________________, Director
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Newfoundland and Labrador Credit Union Limited
Statement of comprehensive income
Year ended December 31, 2024

2024 2023
Notes $ $

Revenue
Interest income 7 29,765,854       26,850,434         
Investment income 4,251,280         2,783,765           

34,017,134       29,634,199         

Financial expenses
Provision for credit losses 1,134,788         220,672             
Interest on members’ deposits 8 16,455,976       13,173,673         

17,590,764       13,394,345         

Financial margin 16,426,370       16,239,854         

Other income
Service charges 4,226,551         3,846,271           
Insurance commissions 784,309            855,525             
Other 373,280            332,784             
Rental 118,031            96,141               

5,502,171         5,130,721           

Financial margin and other income 21,928,541       21,370,575         

Non interest expenses
Personnel 12,129,291       11,762,232         
General business 4,429,961         4,160,483           
Occupancy 1,461,194         1,456,026           
Members’ security 1,492,245         1,407,169           
Depreciation 993,894            1,059,233           

20,506,585       19,845,144         

Income before income taxes 1,421,956         1,525,432           
Income taxes 13 393,915            412,981             
Net income and comprehensive income

for the year 1,028,041         1,112,451           

The accompanying notes are an integral part of the financial statements.
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Newfoundland and Labrador Credit Union Limited
Statement of retained earnings
Year ended December 31, 2024

2024 2023
$ $

Retained earnings, beginning of year 27,270,438       26,157,987         
Net income and comprehensive income for the year 1,028,041         1,112,451           

Retained earnings, end of year 28,298,479       27,270,438         

The accompanying notes are an integral part of the financial statements.
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Newfoundland and Labrador Credit Union Limited
Statement of cash flows
Year ended December 31, 2024

2024 2023
$ $

Operating activities
Net income and comprehensive income for the year 1,028,041         1,112,451           
Items not involving cash

Depreciation 993,894            1,059,233           
Provision for impaired loans and mortgages 428,859            127,246             
Financial margin, excluding provision for credit losses (17,561,158)     (16,460,525)       
Increase in severance provision 110,279            32,225               
Gain on disposal of property and equipment (8,470)              —                       
Income taxes 393,915            412,981             

(14,614,640)     (13,716,389)       
Changes in operating assets / liabilities

Change in accounts payable and accrued liabilities (97,122)            213,748             
Change in members’ deposits 21,417,482       33,541,310         
Change in note payable 2,259,950         (15,468,270)       
Change in loans and mortgages receivable (8,556,350)       (7,338,140)         
Change in other assets (638,369)          (1,440,491)         
Interest received 30,127,836       26,509,656         
Interest paid (13,631,327)     (10,349,024)       
Taxes paid 17,871              (725,226)            

16,285,331       11,227,174         

Investing activities
(Purchase) sale of investments, nert (1,833,235)       16,606,398         
Purchase of property and equipment (1,443,887)       (812,858)            

(3,277,122)       15,793,540         

Net increase in cash and cash equivalents 13,008,209       27,020,714         
Cash and cash equivalents, beginning of year 31,851,933       4,831,219           
Cash and cash equivalents, end of year 44,860,142       31,851,933         

The accompanying notes are an integral part of the financial statements.
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Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 
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1. Description of business 
Newfoundland and Labrador Credit Union Limited (“NLCU”) is incorporated under the Credit 
Union Act of Newfoundland and Labrador (the “Act”) and is a member of the Credit Union 
Deposit Guarantee Corporation of Newfoundland and Labrador. NLCU commenced operations 
in 1957. It currently operates twelve branches that offer a full range of financial services to the 
people of Newfoundland and Labrador. The registered office of NLCU is at 240 Water Street, 
St. John’s, Newfoundland and Labrador. 

2. Basis of preparation and statement of compliance 
The financial statements of NLCU have been prepared in accordance with IFRS Accounting 
Standards as issued by the International Accounting Standards Board (IASB). 

These financial statements have been approved and authorized for issue by the Board of 
Directors (the “Board”) on March 28, 2025. 

Basis of preparation 

These financial statements are presented in Canadian dollars, which is NLCU’s functional 
currency. They are prepared on the historical cost basis except for certain financial instruments 
carried at fair value. 

Use of significant accounting judgments, estimates and assumptions 

The preparation of these financial statements in conformity with IFRS Accounting Standards 
requires management to make judgments, estimates and assumptions that affect the 
application of policies and reported amounts of assets and liabilities, and disclosures of 
contingent assets and contingent liabilities at the date of these financial statements, and the 
reported amounts of revenues and expenses during the year. The estimates and associated 
assumptions are based on historical experience and various other factors that are believed to be 
reasonable under the circumstances, the results of which form the basis of making the 
judgments about carrying values of assets and liabilities that are not readily apparent from 
other sources. Actual results may differ materially from estimates made in these financial 
statements. 

The 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 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. 

Estimates and judgments made by management in the application of IFRS Accounting 
Standards have a significant effect on these financial statements. Areas involving a higher 
degree of judgment or complexity, or areas where assumptions are significant to NLCU’s 
financial statements are as follows: 

(a) Impairment losses on loans and mortgages 

Impairment of financial instruments assessment of whether credit risk on the financial 
asset has increased significantly since initial recognition and incorporation of 
forward-looking information in the measurement of ECL (expected credit losses).  
See Note 17. 

(b) Business model 

As outlined in Note 3(a)(i) management is required to make an assessment of the business 
model and its impact on the assessment of the classification of financial assets. 



Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 
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2. Basis of preparation and statement of compliance (continued) 
Use of significant accounting judgments, estimates and assumptions (continued) 

(c) Fair value of financial instruments 

Where the fair values of financial assets and financial liabilities recorded on the statement 
of financial position cannot be derived from observable markets, they are determined using 
a variety of valuation techniques that include the use of mathematical models. The inputs 
to these models are derived from observable market data where possible, but where 
observable market data is not available, judgement is required to establish fair values. The 
judgements include considerations of liquidity and model inputs such as volatility for longer 
dated derivatives, discount rates and prepayment rates. The valuation of financial 
instruments is described in more detail in note 16.  

(d) Economic lives of property, plant and equipment 

Management determines the estimated useful lives of its property, plant and equipment 
based on historical experience of the actual lives of property, plant and equipment of 
similar nature and functions, and reviews these estimates at the end of each reporting 
period. 

(e) Provisions 

The amount recognized as provisions and accrued liabilities is the best estimate of the 
consideration required to settle the related liability, taking into account the risks and 
uncertainties surrounding the obligation.  

Estimates and judgements are continually evaluated and are based on historical experience 
and other factors, including reasonable expectations of future events. Management believes 
the estimates used in preparing these financial statements are reasonable. Actual results in 
the future may differ materially from those reported.  

Estimates and judgments are continually evaluated and are based on historical experience and 
other factors, including reasonable expectations of future events. Management believes the 
estimates used in preparing these financial statements are reasonable. Actual results in the 
future may differ materially from those reported. 

3. Material accounting policies 
The following significant accounting policies have been applied consistently by NLCU to all 
periods presented in these financial statements without exception. 

(a) Financial instruments 

Financial assets and financial liabilities are recognized when NLCU becomes a party to the 
contractual provisions of the financial instrument. 

NLCU initially recognizes loans, mortgages, and member deposits on the date on which 
they are originated. All other financial instruments are recognized on the trade date, which 
is the date on which NLCU becomes a party to the contractual provisions of the instrument. 

A financial asset or financial liability is measured initially at fair value plus, for an item not 
at fair value through profit and loss (FVTPL), transaction costs that are directly attributable 
to its acquisition or issue. 



Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(i) Classification 

Financial assets 

On initial recognition, a financial asset is classified as measured at: amortized cost, 
fair value through other comprehensive income (FVTOCI), or fair value through profit 
or loss (FVTPL). 

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

• the asset is held within a business model whose objective is to hold assets to 
collect contractual cash flows; and 

• the contractual terms of the financial asset give rise on specified dates to cash 
flows that are solely payments of principal and interest on the principal amount 
outstanding. 

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 asset give rise on specified dates to cash 
flows that are solely payments of principal and interest on the principal amount 
outstanding. 

On initial recognition of an equity investment that is not held for trading, NLCU may 
irrevocably elect to present subsequent changes in fair value in other comprehensive 
income (OCI). This election is made on an investment-by-investment basis. All other 
financial assets are classified as measured at FVTPL. 

In addition, on initial recognition, NLCU may irrevocably designate a financial asset 
that otherwise meets the requirements to be measured at amortized cost or at FVTOCI 
as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that 
would otherwise arise. 

Business model assessment 

NLCU 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 information considered includes: 

• the stated policies and objectives for the portfolio and the operation of those 
policies in practice. In particular, whether management’s strategy focuses on 
earning contractual interest revenue, maintaining a particular interest rate profile, 
matching the duration of the financial assets to the duration of the liabilities that 
are funding those assets or realizing cash flows through the sale of the assets; 

• how the performance of the portfolio is evaluated and reported to NLCU’s 
management; 

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

• the frequency, volume and timing of sales in prior periods, the reasons for such 
sales and its expectations about future sales activity. However, information about 
sales activity is not considered in isolation, but as part of an overall assessment of 
how NLCU stated objective for managing the financial assets is achieved and how 
cash flows are realized. 
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Notes to the financial statements 
December 31, 2024 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(i) Classification (continued) 

Business model assessment (continued) 

Financial assets that are held for trading or managed and whose performance is 
evaluated on a fair value basis are measured at FVTPL because they are neither held 
to collect contractual cash flows nor held both to collect contractual cash flows and to 
sell financial assets. 

Solely payments of principal and interest 

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

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

• contingent events that would change the amount and timing of cash flows; 

• leverage features; 

• prepayment and extension terms; 

NLCU has classified financial instruments as follows: cash and cash equivalents, 
investments - interest bearing, loans and mortgage receivables, and other assets at 
amortized cost and derivative financial instruments at FVTPL. 

Reclassifications 

Financial assets are not reclassified subsequent to their initial recognition, except in 
the period after NLCU changes its business model for managing financial assets. There 
were no changes to any of NLCU’s business models during the current or prior year. 

Financial liabilities 

NLCU classifies its financial liabilities, other than financial guarantees and loan 
commitments, as measured at amortized cost or FVTPL. 

(ii) Derecognition 

Financial assets 

NLCU derecognizes a financial asset when the contractual rights to the cash flows from 
the financial asset expire, or it transfers the rights to receive the contractual cash 
flows in a transaction in which substantially all of the risks and rewards of ownership 
of the financial asset are transferred or in which NLCU neither transfers nor retains 
substantially all of the risks and rewards of ownership and it does not retain control of 
the financial asset. 



Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(ii) Derecognition (continued) 

Financial assets (continued) 

On derecognition of a financial asset with the exception of equity investments 
designated as FVTOCI, the difference between the carrying amount of the asset 
(or the carrying amount allocated to the portion of the asset derecognized) and the 
sum of the consideration received (including any new asset obtained less any new 
liability assumed) and any cumulative gain or loss that had been recognized in OCI is 
recognized in profit or loss. 

Any cumulative gain/loss recognized in OCI in respect of equity investments 
designated as FVTOCI is not recognized in profit or loss on derecognition of such 
securities. Any interest in transferred financial assets that qualify for derecognition 
that is created or retained by NLCU is recognized as a separate asset or liability. 

In transactions in which NLCU neither retains nor transfers substantially all of the risks 
and rewards of ownership of a financial asset and it retains control over the asset, 
NLCU continues to recognize the asset to the extent of its continuing involvement, 
determined by the extent to which it is exposed to changes in the value of the 
transferred asset. 

In certain transactions, NLCU retains the obligation to service the transferred financial 
asset for a fee. The transferred asset is derecognized if it meets the derecognition 
criteria. An asset or liability is recognized for the servicing contract if the servicing fee 
is more than adequate (asset) or is less than adequate (liability) for performing the 
servicing. 

Financial liabilities 

NLCU derecognizes a financial liability when its contractual obligations are discharged 
or cancelled, or expire. 

Membership shares, surplus shares and incentive shares 

In accordance with IFRIC 2, NLCU’s membership shares, surplus shares, and incentive 
shares are presented in the statement of financial position as financial liabilities. These 
liabilities qualify as equity for regulatory purposes, notwithstanding their financial 
statement classification. They are classified as financial liabilities unless NLCU has the 
unconditional right to refuse redemption as a result of regulatory requirements 
outlined in their bylaws. Discretionary dividends on these shares will be recorded as a 
reduction in retained earnings, if and when declared. 

(iii) Fair value through profit or loss (“FVTPL”) 

Financial assets and financial liabilities are classified as FVTPL when the financial asset 
or financial liability is held for trading or it is designated as FVTPL, if certain criteria are 
met. 

Financial assets and financial liabilities at FVTPL are stated at fair value, with any gains 
or losses arising on remeasurement recognized in comprehensive income. NLCU’s 
financial instruments designated as FVTPL consist of derivative financial instruments. 



Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(iv) Modifications of financial assets and financial liabilities 

Financial assets 

If the terms of a financial asset are modified, NLCU evaluates whether the cash flows 
of the modified asset are substantially different. If the cash flows are substantially 
different, then the contractual rights to cash flows from the original financial asset are 
deemed to have expired. In this case, the original financial asset is derecognized and a 
new financial asset is recognized at fair value. 

If the cash flows of the modified asset carried at amortized cost are not substantially 
different, then the modification does not result in derecognition of the financial asset. 
In this case, NLCU recalculates the gross carrying amount of the financial asset and 
recognizes the amount arising from adjusting the gross carrying amount as a 
modification gain or loss in profit or loss. If such a modification is carried out because 
of financial difficulties of the borrower, then the gain or loss is presented together with 
impairment losses. In other cases, it is presented as interest income. 

Financial liabilities 

NLCU derecognizes a financial liability when its terms are modified and the cash flows 
of the modified liability are substantially different. In this case, a new financial liability 
based on the modified terms is recognized at fair value. The difference between the 
carrying amount of the financial liability extinguished and the new financial liability 
with modified terms is recognized in profit or loss. 

(v) Offsetting 

Financial assets and financial liabilities are offset and the net amount presented in the 
statement of financial position when, and only when, NLCU has a legally enforceable 
right to set off the amounts and it intends either to settle them on a net basis or to 
realize the asset and settle the liability simultaneously. 

(vi) Impairment 

NLCU recognizes loss allowances for Expected Credit Loss (ECL) on the following 
financial instruments that are not measured at FVTPL: 

• financial assets that are debt instruments (loans and advances and certain 
investment securities); 

• financial guarantee contracts issued; and 

• loan commitments issued. 

No impairment loss is recognized on equity investments. 

NLCU measures loss allowances at an amount equal to lifetime ECL, except for the 
following, for which they are measured as 12-month ECL: 

• debt investment securities that are determined to have low credit risk at the 
reporting date; and 

• other financial instruments on which credit risk has not increased significantly 
since their initial recognition. 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(vi) Impairment (continued) 

NLCU considers a debt security to have low credit risk when their credit risk rating is 
equivalent to the globally understood definition of ‘investment grade’. The main factors 
considered in determining a significant increase in credit risk include relative changes 
in probability of default since origination and certain other criteria such as 30 day past 
due and watch-list status. 

12-month ECL are the portion of ECL that result from default events on a financial 
instrument that are possible within the 12 months after the reporting date. 

Measurement of ECL 

ECL are a probability-weighted estimate of credit losses. They are measured as 
follows: 

• financial assets that are not credit-impaired at the reporting date: as the present 
value of all cash shortfalls (i.e. the difference between the cash flows due to NLCU 
in accordance with the contract and the cash flows that NLCU expects to receive); 

• financial assets that are credit-impaired at the reporting date: as the difference 
between the gross carrying amount and the present value of estimated future cash 
flows; 

• undrawn loan commitments: as the present value of the difference between the 
contractual cash flows that are due to NLCU if the commitment is drawn down and 
the cash flows that NLCU expects to receive; 

• financial guarantee contracts: the expected payments to reimburse the holder less 
any amounts that NLCU expects to recover. 

The amount of impairment on financial assets carried at amortized cost is the 
difference between the asset’s carrying amount and the present value of estimated 
future cash flows, discounted at the financial asset’s original effective interest rate. 

The impairment loss on financial assets is based on a review of all outstanding 
amounts at period end. The carrying amount of the financial asset is reduced by the 
impairment loss directly for all financial assets with the exception of loans to 
members, where the carrying amount is reduced using an allowance account. The 
allowance for impaired loans is maintained in an amount considered adequate to 
absorb incurred losses in the loan portfolio. The allowance for impaired loans reflects 
management’s best estimate of the losses existing in the loan portfolio and their 
judgments about economic conditions. If the circumstances under which these 
estimates and judgments were made change, there could be a change to the 
allowance for impaired loans currently recognized. The allowance for impaired loans 
consists of a specific provision component attributable to individually significant 
exposures and, where applicable, a collective provision, established for groups of loans 
with similar risk characteristics. Changes in the carrying amount of the allowance 
account are recognized in profit and loss. 

Subsequent to an impairment loss, events can occur that provide objective evidence 
that the financial asset is no longer impaired. When this occurs the previously 
recognized impairment loss is reversed through comprehensive income to the extent 
that the carrying amount of the investment, at the date the impairment is reversed, 
does not exceed the amortized cost that would have resulted had the impairment not 
been recognized. 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(vi) Impairment (continued) 

Restructured financial assets 

If the terms of a financial asset are renegotiated or modified or an existing financial 
asset is replaced with a new one due to financial difficulties of the borrower, then an 
assessment is made of whether the financial asset should be derecognized and ECL 
are measured as follows: 

• If the expected restructuring will not result in derecognition of the existing asset, 
then the expected cash flows arising from the modified financial asset are included 
in calculating the cash shortfalls from the existing asset. 

• If the expected restructuring will result in derecognition of the existing asset, then 
the expected fair value of the new asset is treated as the final cash flow from the 
existing financial asset at the time of its derecognition. This amount is included in 
calculating the cash shortfalls from the existing financial asset that are discounted 
from the expected date of derecognition to the reporting date using the original 
effective interest rate of the existing financial asset. 

Credit-impaired financial assets 

At each reporting date, NLCU assesses whether financial assets carried at amortized 
cost and debt financial assets carried at FVTOCI are credit-impaired. A financial asset 
is ‘credit-impaired’ when one or more events that have a detrimental impact on the 
estimated future cash flows of the financial asset have occurred. 

Evidence that a financial asset is credit-impaired includes the following observable 
data: 

• significant financial difficulty of the borrower or issuer; 

• a breach of contract such as a default or past due event (a loan overdue for  
90 days is considered credit impaired); 

• the restructuring of a loan or advance by NLCU on terms that NLCU would not 
consider otherwise; 

• it is becoming probable that the borrower will enter bankruptcy or other financial 
reorganization; or 

• the disappearance of an active market for a security because of financial 
difficulties. 

A loan that has been renegotiated due to a deterioration in the borrower’s condition is 
usually considered to be credit-impaired unless there is evidence that the risk of not 
receiving contractual cash flows has reduced significantly and there are no other 
indicators of impairment. In addition, a loan that is overdue for more than 90 days is 
considered impaired. 

Presentation of allowance for ECL in the statement of financial position 

Loss allowances for ECL are presented in the statement of financial position as follows: 

• loan commitments and financial guarantee contracts: generally, as a provision; 

• where a financial instrument includes both a drawn and an undrawn component, 
and NLCU cannot identify the ECL on the loan commitment component separately 
from those on the drawn component: NLCU presents a combined loss allowance 
for both components. The combined amount is presented as a deduction from the 
gross carrying amount of the drawn component. Any excess of the loss allowance; 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(vi) Impairment (continued) 

Presentation of allowance for ECL in the statement of financial position (continued) 

• over the gross amount of the drawn component is presented as a provision; and 
debt instruments measured at FVTOCI: no loss allowance is recognized in the 
statement of financial position because the carrying amount of these assets is their 
fair value. However, the loss allowance is disclosed and is recognized in the fair 
value reserve. 

Write-off 

Loans and debt securities are written off (either partially or in full) when there is no 
realistic prospect of recovery. This is generally the case when NLCU determines that 
the borrower does not have assets or sources of income that could generate sufficient 
cash flows to repay the amounts subject to the write-off. However, financial assets 
that are written off could still be subject to enforcement activities in order to comply 
with NLCU’s procedures for recovery of amounts due. 

(vii) Designation of fair value through profit or loss 

Financial assets 

At initial recognition, NLCU may designate certain financial assets as FVTPL because 
this designation eliminates or significantly reduces an accounting mismatch, which 
would otherwise arise. 

Financial liabilities 

NLCU may designate certain financial liabilities as FVTPL in either of the following 
circumstances: 

• the liabilities are managed, evaluated and reported internally on a fair value basis; 
or 

• the designation eliminates or significantly reduces an accounting mismatch that 
would otherwise arise. 

(viii) Amortized cost and gross carrying amount 

The ‘amortized cost’ of a financial asset or financial liability is the amount at which the 
financial asset or financial liability is measured on initial recognition minus the 
principal repayments, plus or minus the cumulative amortization using the effective 
interest method of any difference between that initial amount and the maturity 
amount and, for financial assets, adjusted for any expected credit loss allowance. 

The ‘gross carrying amount of a financial asset’ is the amortized cost of a financial 
asset before adjusting for any expected credit loss allowance. 

Calculation of interest income and expense 

In calculating interest income and expense, the effective interest rate is applied to the 
gross carrying amount of the asset (when the asset is not credit-impaired) or to the 
amortized cost of the liability. 

However, for financial assets that have become credit-impaired subsequent to initial 
recognition, interest income is calculated by applying the effective interest rate to the 
amortized cost of the financial asset. If the asset is no longer credit-impaired, then the 
calculation of interest income reverts to the gross basis. 
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3. Material accounting policies (continued) 
(a) Financial instruments (continued) 

(viii) Amortized cost and gross carrying amount (continued) 

Calculation of interest income and expense (continued) 

For financial assets that were credit-impaired on initial recognition, interest income is 
calculated by applying the credit-adjusted effective interest rate to the amortized cost 
of the asset. The calculation of interest income does not revert to a gross basis, even 
if the credit risk of the asset improves. 

For information on when financial assets are credit-impaired, see Note 11. 

(ix) Membership shares 

Membership shares recorded as liabilities are classified as measured at amortized cost 
under IFRS 9. Payments of dividends on special shares presented as a financial liability 
are recognized as a distribution of income. 

(x) Fair value measurements 

The estimated fair value amounts are designed to approximate amounts at which 
instruments could be exchanged in a current transaction between willing parties who 
are under no compulsion to act. Fair values are based on estimates using present 
value and other valuation techniques, which are significantly affected by the 
assumptions used concerning the amount and timing of estimated future cash flows 
and discount rates, which reflect varying degrees of risk. Because of the estimation 
process and the need to use judgment, the aggregate fair value amounts should not 
be interpreted as being necessarily realizable in an immediate settlement of the 
instruments. 

Fair value hierarchy 

Financial instruments recorded at fair value on the Statement of Financial Position are 
classified using a fair value hierarchy that reflects the significance of the inputs used in 
making the measurements. The fair value hierarchy has the following levels: 

Level 1 – valuation based on quoted prices (unadjusted) in active markets for identical 
assets or liabilities; 

Level 2 – valuation techniques based on inputs other than quoted prices included in 
Level 1 that are observable for the asset or liability, either directly  
(i.e. as prices) or indirectly (i.e. derived from prices); 

Level 3 – valuation techniques using inputs for the asset or liability that are not based 
on observable market data (unobservable inputs). 

The fair value hierarchy requires the use of observable market inputs whenever such 
inputs exist. A financial instrument is classified to the lowest level of the hierarchy for 
which a significant input has been considered in measuring fair value. 



Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 

Page 17 

3. Material accounting policies (continued) 
(b) Leases 

(i) Right-of-use assets 

NLCU recognizes right-of-use assets at the commencement date of the lease (i.e. the 
date the underlying asset is available for use). Right-of-use assets are measured at 
cost, less any accumulated depreciation and impairment losses, and adjusted for any 
re-measurement of lease liabilities. The cost of right-of-use assets includes the 
amount of lease liabilities recognized, initial direct cost incurred, and lease payments 
made at or before the commencement date less any lease incentives received. The 
right-of-use assets are depreciated on a straight-line basis over its lease term.  
Right-of-use assets are subject to evaluation of potential impairment. 

(ii) Lease liabilities 

At the commencement date of the lease, NLCU recognizes lease liabilities measured at 
the present value of lease payments to be made over the lease term. The lease 
payments include fixed payments (including in-substance fixed payments). 

The lease. payments also include the exercise price of purchase options, if any, 
reasonably certain to be exercised by NLCU and payments of penalties for terminating 
a lease, if the lease term reflects NLCU exercising the option to terminate. The 
variable lease payments that do not depend on an index or a rate are recognized as 
expense in the period on which the event or condition that triggers the payment 
occurs. 

In calculating the present value of lease payments, NLCU uses the incremental 
borrowing rate at the lease commencement date if the interest rate implicit in the 
lease is not readily determinable. After the commencement date, the amount of lease 
liabilities is increased to reflect the accretion of interest and reduced for the lease 
payments made. In addition, the carrying amount of lease liabilities is re-measured if 
there is a modification, a change in the lease term or a change in the in-substance 
fixed lease payments. 

(iii) Short-term leases on leases of low-value assets 

NLCU applies the short-term lease recognition exemption to its short-term leases of 
properties (i.e., those leases that have a lease term of 12 months or less from the 
commencement date and do not contain a purchase option). It also applies the lease 
of low-value assets recognition exemption to leases of office equipment that are 
considered of low value. Lease payments on short-term leases and leases of low-value 
assets are recognized as expense on a straight-line basis over the lease term. 

(c) Cash and cash equivalents 

Cash and cash equivalents include cash on hand, deposits with banks and Credit Union 
Central and other highly liquid investments with original maturities of three months or less. 
Cash and cash equivalents are classified as loans and receivables and are carried at 
amortized cost, which is considered equivalent to fair value due to the short-term nature of 
these assets. 

(d) Property and equipment 

Property and equipment are measured at cost less accumulated depreciation and any 
accumulated impairment losses. When parts of a capital asset have different useful lives, 
they are accounted for as separate assets. 
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3. Material accounting policies (continued) 
(d) Property and equipment 

Depreciation is recognized in profit or loss on a straight-line basis over the respective 
assets’ estimated useful lives with the exception of depreciation of paved areas and 
furniture and equipment, which is recognized using the declining balance method. 

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

The Credit Union performs impairment testing on property and equipment annually to 
determine whether there is any indication that an item of property and equipment may be 
impaired. If any such indication exists, an impairment loss is recognized in profit or loss for 
the amount by which the asset’s carrying amount exceeds its recoverable amount. The 
recoverable amount is the higher of an asset’s fair value less costs to sell and the value in 
use. 

If there is any indication that an impairment loss recognized for an asset in prior periods 
may no longer exist or may have decreased, the impairment loss is reversed to an amount 
not in excess of the initial carrying amount. 

(e) Employee benefits 

(a) Short-term employee benefits 

Short-term employee benefits include salaries and wages, employee benefits, 
allowances, bonuses and burdens. Short-term employee benefits are expensed as the 
related service is provided. 

(b) Long service provisions 

Severance provisions are calculated based on management’s best estimate of long 
service payment for years of service and current salary levels discounted from the 
expected payment date. The right to be paid long service award pay vests with 
employees with twenty years of continual service with NLCU. Severance is payable 
when the employee ceases employment with NLCU. The severance provision is 
unfunded. 

(f) Revenue recognition 

Interest income is accrued on a time basis, in calculating interest income, the effective 
interest rate is applied to the gross carrying amount of the asset (when the asset is not 
credit-impaired). 

For financial assets that have become credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the effective interest rate to the amortized cost of 
the financial asset. If the asset is no longer credit-impaired, then the calculation of interest 
income reverts to the gross basis. For financial assets that were credit-impaired on initial 
recognition, interest income is calculated by applying the credit-adjusted effective interest 
rate to the amortized cost of the asset. The calculation of interest income does not revert 
to a gross basis, even if the credit risk of the asset improves. 

Dividend income is recognized when the right to receive payment is established. Dividends 
are included in interest income on the statement of comprehensive income. 

Other fees and commission income include account service fees, investment management 
fees, and insurance fees, which are recognized as services performed, amounts are fixed or 
can be determined and the ability to collect is reasonable assured. 
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3. Material accounting policies (continued) 
(g) Income taxes 

Income tax expense comprises current and deferred tax. 

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

Deferred income tax assets and liabilities are recognized in respect of temporary 
differences between the tax bases of assets and liabilities and their carrying amounts for 
financial reporting purposes. The amount of deferred tax provided is based on the expected 
manner of realization or settlement of the carrying amount of assets and liabilities, using 
tax rates enacted or substantively enacted at the reporting date. 

Current tax and deferred tax relating to items recognized directly in equity are also 
recognized in equity and not included in comprehensive income. 

(h) Foreign currency translation 

Transactions in foreign currencies are initially translated into Canadian dollars at the rate of 
exchange in effect at the date of the transaction. 

Monetary assets and liabilities denominated in foreign currencies are translated into 
Canadian dollars at the rate of exchange at the Statement of Financial Position date. 

Translation gains and losses are recognized immediately in comprehensive income and are 
included in the ‘other income’ line item in the Statement of Comprehensive Income. 

Current and future changes in accounting policies 

The following is a list of standards/interpretations that have been issued and are effective for 
accounting periods commencing on or after January 1, 2024, as specified. 

• IAS 1 – Presentation of Financial Statements – Classification of Liabilities as Current or 
Non-Current (Amendments to IAS 1) 

• IFRS 18 – Presentation and Disclosures in Financial Statements 

(1) IAS 1 – presentation of financial statements – classification of liabilities as current or 
non-current (amendments to IAS 1) 

The IASB issued amendments to IAS 1 to promote consistency in applying the 
requirements by helping companies determine whether, in the Statement of Financial 
Position, debt and other liabilities with an uncertain settlement date should be classified as 
current (due or potentially due to be settled within one year) or non-current. The 
classification is based on rights that are in existence at the end of the reporting period and 
specify that classification is unaffected by expectations about whether an entity will 
exercise its right to defer settlement of a liability. The amendments are applied 
retrospectively upon adoption. These amendments were effective for annual periods 
beginning on or after January 1, 2024, with earlier application permitted. The application of 
these amendments did not have a material impact on the Credit Union’s financial 
statements. 

(2) IFRS 18 – presentation and disclosure in financial statements 

IFRS 18 replaces IAS 1, carrying forward many of the requirements in IAS 1 unchanged 
and complementing them with new requirements. In addition, some IAS 1 paragraphs have 
been moved to IAS 8 and IFRS 7. Furthermore, the IASB has made minor amendments to 
IAS 7 and IAS 33 Earnings per Share. 
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3. Material accounting policies (continued) 
Current and future changes in accounting policies (continued) 

(2) IFRS 18 – presentation and disclosure in financial statements (continued) 

IFRS 18 introduces new requirements to: 

• Present specified categories and defined subtotals in the statement of profit or loss; 

• Provide disclosures on management-defined performance measures (MPMs) in the 
notes to the financial statements; 

• improve aggregation and disaggregation. 

The Credit Union is required to apply IFRS 18 for annual reporting periods beginning on or 
after January 1, 2027, with earlier application permitted. The amendments to IAS 7 and 
IAS 33, as well as the revised IAS 8 and IFRS 7, become effective when the Credit Union 
applies IFRS 18. IFRS 18 requires retrospective application with specific transition 
provisions. Th application of these amendments are not expected to have a material impact 
on the Credit Union’s financial statements. 

4. Cash and cash equivalents 

2024 2023
$ $

Overnight investments held with Central 1 40,000,000     25,000,000       
Cash on hand 3,299,507       3,260,575         
Cash held with Credit Union Central 936,268          2,771,123         
Cash held with other chartered banks 624,367          820,235            

44,860,142     31,851,933        
NLCU has available lines of credit with Central 1 in the amounts of $30,100,000 (CAN) and 
$200,000 (USD). As at December 31, 2024, there was $2,259,950 drawn on these facilities  
(nil in 2023). 

5. Investments 

The following table provides information on the investments held by NLCU. 

2024 2023
$ $

Amortized cost
Mandatory liquidity reserve deposits 45,535,500      43,271,050        
Syndicated loan 4,356,720        5,534,491          
Consumer loan pool 186,371           325,551             
Other deposits 848,293           987,498             

FVTPL
Equity investments 1,496,720        415,560             

52,423,604      50,534,150        
Accrued interest 390,530           446,749             

52,814,134      50,980,899         
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5. Investments (continued) 
As a condition required under Newfoundland and Labrador Regulations 56/09 Credit Union 
Regulation 2009 Section 19, NLCU is required to maintain on deposit with Central 1 an amount 
equal to 6% of NLCU’s total liabilities as at each month end. At maturity, these deposits are 
reinvested at market rates for various terms as determined by management. The deposit can be 
withdrawn only if there is a sufficient reduction in NLCU’s liabilities or upon withdrawal of 
membership from Central 1. 

Mandatory liquidity reserve deposits are fixed rate notes with maturity dates ranging between 
January 2025 and December 2025 and earn a weighted average interest rate of 3.50% (4.88% 
in 2023). 

The syndicated loans have maturity dates between 2025 and 2027 and earn a fixed rate 
weighted average interest rate of 5.01% (4.75% in 2023). 

The consumer loan pool held with Concentra Bank contains fixed and variable loans with 
maturity dates ranging from 2025 to 2034 and earns a weighted average interest rate of 8.04% 
(9.32% in 2023). 

Other deposits include: 

Deposit with the Co-operators with no fixed maturity period and earns interest at a rate of 
5.52% (6.15% in 2023). 

Lease financing through Concentra Bank maturing in January 2026 earning interest at a rate of 
3.88% (3.84% in 2023). 

Interest on mandatory reserve deposits and other deposits generated an average annual return 
of 3.80% (4.92% in 2023). 

Equity investments 

Equity investment shares are issued and redeemable at par value. The equity investments have 
no active market as they represent the Credit Union’s investment in support organizations that 
were created to support their delivery of services to members. The investments are considered 
due on demand and therefore par value approximates fair value. The Credit Union has no 
intention of redeeming these units. 

6. Loans to members 
Personal and commercial mortgages are repayable in monthly blended principal and interest 
installments over a maximum term of seven years up to the maximum amortization period as 
prescribed by Provincial law. Mortgages are secured by residential and commercial properties as 
noted below. Mortgages earn a weighted average interest rate of 3.97% (3.64% in 2023). Many 
of the loans are insured. 

Personal loans, including line of credit loans, are repayable in monthly blended principal and 
interest installments over a period acceptable by Provincial law, except for line of credit loans, 
which are repayable on a revolving credit basis and require minimum monthly payments. All 
loans, except for mortgage loans, are open and, at the option of the borrower, may be repaid at 
any time without notice. Types of collateral generally obtained by NLCU include, but are not 
limited to, the following: member’s personal property such as vehicles; cash and marketable 
securities; mortgage charges; fixed, floating or specific general security agreements; and 
personal guarantees. Personal loans earn a weighted average interest rate of 7.19% (7.83% 
in 2023). 

As of December 31, 2024, NLCU had $92,531,828 ($93,234,412 in 2023) in approved lines of 
credit that had not been disbursed. See note 17 for additional disclosures related to 
management’s policies and procedures to manage credit risk. 

Commercial loans are repayable in periodic blended principal and interest installments and earn 
a weighted average interest rate of 6.32% (6.50% in 2023). 
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6. Loans to members (continued) 
Loans on a portfolio basis are as follows: 

2024 2023
$ $

Uninsured mortgages 296,226,578  288,188,759      
Insured mortgages 239,807,692  239,292,257      
Secured loans 88,676,728    87,718,478        
Unsecured loans 40,006,915    39,054,032        

664,717,913  654,253,526       

Loans to members are classified as measured at amortized cost under IFRS 9. See Note 17 for 
additional information related to maturity and interest rate risk. 

7. Financial revenue – members’ loans and mortgages 

2024 2023
$ $

Personal loans 8,320,058       7,371,734         
Mortgage loans 19,320,992     17,386,136       
Commercial loans and mortgages 2,124,804       2,092,564         

29,765,854     26,850,434        

Total interest income reported is calculated using the effective interest method. 

8. Interest on members’ deposits 

2024 2023
$ $

Personal chequing accounts 236,115          158,664            
Savings accounts 751,906          763,212            
Term deposits 7,068,881       5,870,094         
Registered savings accounts 4,486,060       3,475,153         
Tax free savings accounts 3,718,577       2,586,956         
Index - linked deposits 194,437          241,078            
Other —                    78,516             

16,455,976     13,173,673        

Terms disclosed in note 12. 
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9. Property and equipment
Personal

Furniture Automated computers
Roof and air Paved Leasehold and Computer banking and Right of 2024

Land Buildings conditioning areas Signage improvements equipment terminals machines Automobile software use assets Total
$ $ $ $ $ $ $ $ $ $ $ $ $

Rate 50 years 25 years 8% 15 years 5 years 20% 5 years 5 years 5 years 3 years 3 years
Cost

Balance,
beginning of
year 3,951,343    16,437,188    2,437,405      779,999     279,161    1,774,014          7,229,634   1,046,909    2,677,214     52,755        2,696,266   653,004      40,014,892    

Additions — 617,290          — — 212,531    39,725 107,010        — — — 82,186          385,145       1,443,887      
Disposals — — — — — — — — — — — (470,654)     (470,654)        
Balance, end of

year 3,951,343    17,054,478    2,437,405      779,999     491,692   1,813,739 7,336,644   1,046,909    2,677,214 52,755 2,778,452   567,495      40,988,125    

Accumulated
depreciation

Balance,
beginning
of year — 7,059,108      1,276,425      542,987     18,610      1,750,244          6,661,250    947,935       2,510,177      52,755        2,591,658    408,357      23,819,506    

Depreciation
expense — 367,760         102,102           18,961        33,577     14,462 135,077       52,392         61,014            — 86,496         122,053       993,894         

Disposals — — — — — — — — — — — (381,330)     (381,330)        
Balance, end

of year — 7,426,868     1,378,527      561,948     52,187      1,764,706          6,796,327   1,000,327    2,571,191       52,755        2,678,154    149,080       24,432,070   
Net book

value 3,951,343    9,627,610      1,058,878      218,051      439,505   49,033 540,317       46,582         106,023         — 100,298        418,415       16,556,055    
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9. Property and equipment (continued) 
Personal

Furniture Automated computers
Roof and air Paved Leasehold and Computer banking and Right of 2023

Land Buildings conditioning areas Signage improvements equipment terminals machines Automobile software use assets Total
$ $ $ $ $ $ $ $ $ $ $ $ $

Rate 50 years 25 years 8% 15 years 5 years 20% 5 years 5 years 5 years 3 years 3 years
Cost

Balance,
beginning 
of year 3,951,343  16,167,323  2,437,405     779,999   —          1,745,719      7,149,443 998,327    2,672,498  52,755       2,594,218 653,004    39,202,034 

Additions —             269,865       —                 —            279,161 28,295           80,191      48,582      4,716        —              102,048    —             812,858      
Balance,

end of year 3,951,343  16,437,188  2,437,405     779,999   279,161 1,774,014      7,229,634 1,046,909 2,677,214  52,755       2,696,266 653,004    40,014,892 

Accumulated
depreciation

Balance,
beginning 
of year —             6,642,358    1,174,767     522,378   —          1,743,727      6,519,155 886,635    2,448,670  52,755       2,483,324 286,504    22,760,273 

Depreciation
expense —             416,750       101,658        20,609    18,610   6,517            142,095    61,300      61,507       —              108,334    121,853    1,059,233   

Disposals —             —                —                 —            —          —                  —             —             —              —              —             —             —               
Balance,

end of year —             7,059,108    1,276,425     542,987   18,610   1,750,244      6,661,250 947,935    2,510,177  52,755       2,591,658 408,357    23,819,506 
Net book

value 3,951,343  9,378,080    1,160,980     237,012   260,551 23,770           568,384    98,974      167,037     —              104,608    244,647    16,195,386  
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10. Other assets 

2024 2023
$ $

Other receivables 526,740          584,505            
Prepaid expenses 4,937,645       4,254,909         
Current income tax receivable —                    303,666            
Deferred income tax 863,781          546,717            

6,328,166       5,689,797          

11. Allowance for impaired loans and mortgages 

2024
Personal Mortgages Commercial Total

$ $ $ $

Stage 1 99,822,650     441,619,783   36,562,870     578,005,303   
Stage 2 10,182,934     59,054,586     4,563,224       73,800,744     
Stage 3 1,524,056       7,377,282       4,010,528       12,911,866     

111,529,640   508,051,651   45,136,622     664,717,913   
Less: allowances (2,627,870)     (74,666)          (246,343)        (2,948,879)     

108,901,770   507,976,985   44,890,279     661,769,034    
2023

Personal Mortgages Commercial Total
$ $ $ $

Stage 1 97,780,899        436,671,955      32,016,231        566,469,085      
Stage 2 10,528,548        67,128,621        4,189,462          81,846,631        
Stage 3 1,051,299          245,493             4,641,018          5,937,810          

109,360,746      504,046,069      40,846,711        654,253,526      
Less: allowances (2,050,479)         (254,868)            (214,673)            (2,520,020)         

107,310,267      503,791,201      40,632,038        651,733,506       

During the year, $428,859 ($127,246 in 2023) representing the change in expected credit loss 
provisions, net of recoveries, has been recognized in provision for expected credit losses 
expense. 

Life time ECL Life time ECL
not credit credit 2024

Personal loans to 12 month ECL impaired impaired Total
members $ $ $ $

Allowance January 1, 2024 285,759          742,229          1,022,490       2,050,478       
Transfer to Stage 1 193,345          (193,345)        —                    —                    
Transfer to Stage 2 (6,690)            22,917            (16,227)          —                    
Transfer to Stage 3 (901)               (9,132)            10,033            —                    

Net remeasure (249,354)        152,620          567,243          470,509          
New financial assets 73,352            78,735            879,484          1,031,571       
Derecognized (19,888)          (95,017)          (299,684)        (414,589)        
Write-offs —                    - (510,099)        (510,099)        
Allowance December 31, 2024 275,623          699,007          1,653,240       2,627,870        
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11. Allowance for impaired loans and mortgages (continued) 

Life time ECL Life time ECL
not credit credit 2024

Personal mortgages to 12 month ECL impaired impaired Total
members $ $ $ $

Allowance January 1, 2024 7,604              66,778            180,486          254,868          
Transfer to Stage 1 18,450            (18,162)          (288)               —                    
Transfer to Stage 2 (349)               258,292          (257,943)        —                    
Transfer to Stage 3 (26)                 (1,762)            1,788              —                    

Net remeasure (18,489)          (238,275)        325,508          68,744            
New financial assets 1,056              6,055              —                    7,111              
Derecognized (556)               (6,521)            (178,715)        (185,792)        
Write-offs —                    (70,265)          (70,265)          
Allowance December 31, 2024 7,690              66,405            571                 74,666             

Life time ECL Life time ECL
not credit credit 2024

Commercial loans and 12 month ECL impaired impaired Total
mortages to members $ $ $ $

Allowance January 1, 2024 14,062            4,211              196,400          214,673          
Transfer to Stage 1 191                 (191)               —                    —                    
Transfer to Stage 2 —                    —                    —                    —                    
Transfer to Stage 3 —                    —                    —                    —                    

Net remeasure (502)               (722)               226,272          225,048          
New financial assets 2,672              1,149              —                    3,821              
Derecognized (799)               —                    (196,400)        (197,199)        
Write-offs —                    —                    —                    —                    
Allowance December 31, 2024 15,624            4,447              226,272          246,343           

Life time ECL Life time ECL
not credit credit 2024

Total loans and mortgages 12 month ECL impaired impaired Total
to members $ $ $ $

Allowance January 1, 2024 307,425          813,240          1,399,355       2,520,020       
Transfer to Stage 1 211,986          (211,698)        (288)               —                    
Transfer to Stage 2 (7,039)            281,210          (274,171)        —                    
Transfer to Stage 3 (927)               (10,895)          11,822            —                    

Net remeasure (268,345)        (86,377)          1,119,023       764,301          
New financial assets 77,081            85,939            879,484          1,042,504       
Derecognized (21,244)          (101,539)        (674,799)        (797,582)        
Write-offs —                    (580,364)        (580,364)        
Allowance December 31, 2024 298,937          769,880          1,880,062       2,948,879        

 



Newfoundland and Labrador Credit Union Limited 
Notes to the financial statements 
December 31, 2024 

Page 27 

11. Allowance for impaired loans and mortgages (continued) 

Life time ECL Life time ECL
not credit credit 2023

Personal loans to 12 month ECL impaired impaired Total
members $ $ $ $

Allowance January 1, 2023 280,320             749,860             1,151,941          2,182,121          
Transfer to Stage 1 251,293             (251,293)            —                       —                       
Transfer to Stage 2 (12,214)              17,316               (5,102)                —                       
Transfer to Stage 3 (841)                   (27,426)              28,267               —                       

Net remeasure (275,366)            224,972             205,993             155,599             
New financial assets 88,526               105,538             27,549               221,613             
Derecognized (45,958)              (76,739)              (43,013)              (165,710)            
Write-offs —                       —                       (343,144)            (343,144)            
Allowance December 31, 2023 285,759             742,229             1,022,490          2,050,479           

Life time ECL Life time ECL
not credit credit 2023

Personal mortgages to 12 month ECL impaired impaired Total
members $ $ $ $

Allowance January 1, 2023 15,754               176,326             121,164             313,244             
Transfer to Stage 1 47,510               (47,510)              —                       —                       
Transfer to Stage 2 (866)                   866                    —                       —                       
Transfer to Stage 3 (38)                     (2,261)                2,298                 —                       

Net remeasure (54,430)              (51,781)              57,024               (49,186)              
New financial assets 848                    6,057                 —                       6,905                 
Derecognized (1,173)                (14,920)              —                       (16,093)              
Write-offs —                       —                       —                       —                       
Allowance December 31, 2023 7,604                 66,778               180,486             254,868              

Life time ECL Life time ECL
not credit credit 2023

Commercial loans and 12 month ECL impaired impaired Total
mortages to members $ $ $ $

Allowance January 1, 2023 16,216               9,492                 198,297             224,005             
Transfer to Stage 1 1,204                 (1,204)                —                       —                       
Transfer to Stage 2 (1,249)                1,249                 —                       —                       
Transfer to Stage 3 —                       (7,817)                7,817                 —                       

Net remeasure 8,631                 2,651                 (9,713)                1,570                 
New financial assets 1,717                 —                       —                       1,717                 
Derecognized (12,458)              (160)                   —                       (12,618)              
Write-offs —                       —                       —                       —                       
Allowance December 31, 2023 14,062               4,211                 196,400             214,673              
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11. Allowance for impaired loans and mortgages (continued) 
Life time ECL Life time ECL

not credit credit 2023
Total loans and mortgages 12 month ECL impaired impaired Total

to members $ $ $ $

Allowance January 1, 2023 312,290            935,678          1,471,402       2,719,370  
Transfer to Stage 1 300,007            (300,007)         —                   —              
Transfer to Stage 2 (14,330)            19,432            (5,102)            —              
Transfer to Stage 3 (879)                 (37,503)           38,382            —              

Net remeasure (321,165)          175,842          253,284          107,961     
New financial assets 91,091             111,617          27,546            230,254     
Derecognized (59,589)            (91,819)           (43,013)           (194,421)    
Write-offs —                     —                   (343,144)         (343,144)    
Allowance December 31, 2023 307,425            813,240          1,399,355       2,520,020   

12. Members’ deposits 

2024 2023
$ $

Personal and commercial chequing accounts 175,201,842   170,791,787      
Savings accounts 134,399,160   132,706,911      
Term deposits 178,433,078   176,806,873      
Registered retirement savings plans 84,498,955     87,041,493        
Registered retirement income funds 47,318,047     44,990,982        
Tax free savings accounts 121,849,222   106,662,133      
Share accounts 5,865,157        5,990,420         

747,565,461   724,990,599       

Unregistered deposits 

Personal and Commercial chequing accounts are due on demand and pay an average interest 
rate of 0.06% (0.10% in 2023). 

Savings accounts are due on demand and pay an average interest rate of 0.53% (0.57% 
in 2023). 

Term deposits are for periods of 30 days to seven years and generally may not be withdrawn 
prior to maturity. During the year ended 2024, they paid an average interest rate of 4.00% 
(3.90% in 2023). 

Registered retirement plans 

NLCU has engaged a third party to act as the trustee for the registered retirement plans offered 
to members. Under an agreement with the third party, members’ contributions to these plans, 
as well as income earned on them, are deposited in NLCU. On withdrawal, payment of the plan 
proceeds is made to the members, or the parties designated by them, by NLCU, on behalf of the 
trustee. Registered retirement savings plans have terms of 6 months to 7 years or are due on 
demand. During the year ended 2024, they paid an average interest rate of 3.34% (3.12% 
in 2023). Retirement income funds have terms of 6 months to 5 years or are due on demand. 
During the year ended 2024, they paid an average interest rate of 3.80% (3.47% in 2023). 

Tax free savings account 

Tax free savings accounts have terms of 6 months to seven years or are due on demand. 
During the year they paid an average interest rate of 3.35% (3.04% in 2023). 
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12. Members’ deposits (continued) 
Share accounts 

Each member equity shares consist of 20 shares at a par value of five dollars ($5.00) per share. 
The holders of member equity shares have all of the rights and privileges and are subject to the 
restrictions of a member. Currently, there are 17,204 (17,108 in 2023) fully paid equity share 
accounts with an aggregate value of $3,037,157 ($3,088,869 in 2023). Maximum issuable share 
are “unlimited”. Member equity shares are voting shares and are redeemable at the option of 
the member upon closing all accounts. 

Surplus shares may be issued in an unlimited number at par value of five dollars ($5.00) per 
share. The holders of surplus shares have all of the rights and privileges and are subject to the 
restrictions applicable to members, as outlined in the Credit Union Act and Regulations and in 
the By-laws of NLCU. Currently, there are 2,020 (2,085 in 2023) fully paid surplus share 
accounts with an aggregate value of $10,100 ($10,548 in 2023). 

Incentive shares may be issued by NLCU to a maximum number of ten thousand shares as 
approved by the Regulator in accordance with the Credit Union Act and Regulations and in the 
By-laws of NLCU. Currently, there are 641 (648 in 2023) share accounts outstanding with an 
aggregate value of $2,817,900 ($2,890,400 in 2023). Incentive shares are non-voting shares 
and are redeemable at par at the option of the member upon giving 90 days notice. 

Share accounts are not insured by the Credit Union Deposit Guarantee Corporation, however, 
they qualify as capital for regulatory purposes, notwithstanding their financial statement 
classification as liabilities. 

Dividends 

Dividends on shares may be declared by the Board of Directors, subject to availability of 
sufficient earnings to meet the regulatory requirements of the Act as described in Note 12. 

The Board of Directors declared a dividend of nil in fiscal 2024 (nil in 2023). 

13. Income taxes 
Income tax expense differs from the amount that would be computed by applying the federal 
and provincial statutory tax rates of 30% (30% in 2023) to the income before income taxes. 
reasons for the differences and related tax effects are as follows: 

2024 2023
$ $

Income before income taxes 1,421,956         1,525,432           

Income taxes on income before income taxes,
at above basic rate 426,587            457,630              

Increase (decrease) in taxes resulting from
Effect of non-deductible expenses 6,967                 5,250                  
Other (39,639)             (49,899)              

393,915            412,981               

2024 2023
$ $

Current income tax 710,979           321,046             
Deferred income tax (317,064)         91,935              

393,915           412,981              
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13. Income taxes (continued) 
Temporary differences, which give rise to the deferred income tax asset, are as follows: 

2024 2023
$ $

Deferred income tax assets (liabilities)
Property and equipment and other (551,712)        (553,928)          
Severance 678,027         644,943           
Loan impairment 607,897         378,174           
Lease 129,569         77,528             

Deferred income tax asset 863,781         546,717            

14. Capital adequacy 
Capital management 

The Board approves annually the capital management policy and the annual business plan. This 
policy outlines NLCU’s overall objectives and guidelines to ensure that NLCU has the required 
quantity, quality and appropriate composition of capital needed to address the inherent risks of 
NLCU and to support the current and future operating plans. 

The Credit Union Act 2009 requires credit unions to maintain a minimum capital adequacy 
reserve (consists of share capital and retained earnings) of 5% of total assets. Alternatively, 
credit unions are able to use a risk weighted model when evaluating capital adequacy reserve 
that requires a minimum of 10.5%. Additionally, retained earnings cannot be less than 3% of 
NLCU’s total assets and common equity cannot be less than 7% of risk weighted assets. 

NLCU is in compliance with its policies and those of the Act regarding regulatory capital as at 
December 31, 2024 as outlined in the following table based on the alternative capital adequacy 
revenue model. 

2024 2023
$ $

Retained earnings (common equity) 28,298,479      27,270,438         
Members’ shares 5,865,157        5,990,420           
Deferred tax asset (863,781)         (546,717)             

33,299,855      32,714,141          

2024 2023
$ $

Risk weighted assets 230,813,079    225,828,918       

2024 2023
% %

Risk weighted capital ratio
Actual 14.43                14.49
Regulatory requirement 10.50 10.50  
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14. Capital adequacy (continued) 
Capital management (continued) 

2024 2023
% %

Common equity capital ratio
Actual 12.26                12.08
Regulatory requirement 7.00 7.00  

2024 2023
% %

Retained earnings as a percentage of assets
Actual 3.61                  3.60
Regulatory requirement 3.00 3.00  

15. Related party transactions 

At December 31, 2024, the aggregate value of personal and mortgage loans outstanding to 
directors, key management personnel and all related parties totaled $1,659,669 ($1,520,086 in 
2023). The maximum balances of these loans during the year was $2,134,046 ($1,713,588 in 
2023). The aggregate value of deposits outstanding to directors, key management personnel 
and other related parties totaled $8,011,750 ($8,016,076 in 2023). 

The interest rates charged on balances outstanding from directors and other related parties are 
the same as those charged in an arm’s length transaction. Loans to key management personnel 
are granted at a discount rate, consistent with industry practices and in accordance with board 
approved policy. Loan and mortgage balances with directors, key management personal and all 
related parties are secured as per NLCU’s lending policies. 

There were no impaired loans with respect to these related parties as at December 31, 2024 
and December 31, 2023. 

Key management personnel received salaries and other short-term employee benefits during 
the year of $4,810,122 ($4,367,368 in 2023). 

At December 31, 2024, directors received expense reimbursement of $20,471 ($32,938 in 
2023) and remuneration of $79,700 ($75,950 in 2023) for serving NLCU. 

16. Fair value of financial instruments 
NLCU’s financial instruments are calculated using the valuation methods and assumptions 
described below. The fair values do not reflect the value of assets/liabilities that are not 
considered financial instruments, such as prepaids, property and equipment, deferred tax asset 
and accrued severance liability. 

Equity investments are measured at FVTPL. These shares are subject to an annual rebalancing 
mechanism and are issued and redeemable at par value. As there is no active market for these 
shares, fair value is not reliably determinable as future cash flows cannot be reasonably 
predicted with a standard valuation technique. Fair value is approximated by redemption value 
as the shares can be redeemed at any time. 

NLCU holds derivative financial instruments including embedded derivatives classified as FVTPL. 
These are classified as Level 2 financial instruments. Their fair value is determined by option 
pricing models that take into account changes in respective equity indices. 
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16. Fair value of financial instruments (continued) 
There has been no significant transfer of amounts between Level 1, Level 2 and Level 3 financial 
instruments for the years ended December 31, 2024 and 2023. 

Additionally, there are no financial instruments classified in Level 1 or 3. 

Interest rate sensitivity is the main reason for changes in fair values of NLCU’s financial 
instruments with the exception of derivative assets. 

The fair value of cash and cash equivalents, interest receivable, accounts payables and accrued 
liabilities, loans to members due on demand, deposits from members due on demand and 
member share accounts redeemable on demand approximate their carrying amount due to 
short term to maturity. 

The fair value of deposit investments is approximated by its carrying amounts due to the  
short - term maturity and repricing of the investments at market rates of return. 

The fair values of loans to members, and members’ deposits are determined by two methods. 
Variable rate loans to members and demand deposit members’ accounts are estimated to be at 
fair value, as the interest rates of these financial instruments vary with market interest rates. 
Fixed rate loans to members, and fixed term deposit members’ deposits fair value is determined 
by discounting the expected future cash flows of these financial instruments at current market 
rates for products with similar terms and credit risks. The expected fair value of these loans to 
members, direct financing lease, fixed term deposits may differ with changes in interest rates. 

2024
Carrying Fair value
amount Fair value difference

$ $ $

Financial assets
Loans and mortgages receivable 661,769,034   654,697,093   (7,071,941)    
Cash and cash equivalents 44,860,142     44,860,142     —                    
Investments 52,814,134     52,814,134     —                    

Financial liabilities
Members’ deposits 747,565,461   753,487,664   5,922,203      
Accounts payable and accrued liabilities 1,943,551       1,943,551       —                    
Note payable 2,259,950       2,259,950       —                     

2023
Carrying Fair value
amount Fair value difference

$ $ $

Financial assets
Loans and mortgages receivable 651,733,506  618,840,748  (32,892,758)   
Cash and cash equivalents 31,851,933    31,851,933    —                  
Investments 50,980,899    50,980,899    —                  

Financial liabilities
Members’ deposits 724,990,599  723,403,186  (1,587,413)    
Accounts payable and accrued liabilities 2,040,673      2,040,673      —                  
Note payable —                  —                  —                   
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17. Nature and extent of risks arising from financial instruments 
NLCU is exposed to the following risks as a result of holding financial instruments: credit risk, 
liquidity risk and market risk. The following is a description of these risks and how NLCU 
manages its exposure to these risks. 

Credit risk 

The business of NLCU necessitates the management of credit risk. Credit risk is the potential for 
loss due to the failure of a borrower to meet its contractual obligations. 

The Board of Directors of NLCU oversees the risk management process. Senior management 
coordinates policy setting on risk management issues, assesses the risk exposure of NLCU and 
reviews the effectiveness of internal control processes. 

NLCU uses a lending approach with standard underwriting parameters for each category of 
loans. These parameters are used to assist NLCU in assessing the borrower’s ability to repay. 

NLCU mitigates credit risk by obtaining quality collateral and requiring higher risk loans to be 
CMHC or SAGEN insured. NLCU considers collateral to be of good quality if it can determine the 
legal validity and market value on an on-going basis. NLCU’s internal policy provides additional 
information regarding the appropriate collateral based on the category of loan. Types of 
collateral generally obtained by NLCU include, but are not limited to, the following: member’s 
personal property such as vehicles; cash and marketable securities; mortgage charges; fixed, 
floating or specific general security agreements; and personal guarantees. 

In addition, NLCU monitors its loan concentration to ensure that it is in compliance with its 
policies. 

Inputs, assumptions and techniques used for estimating impairment. 

Credit risk model 

NLCU uses a credit risk based predictive model to calculate Expected Credit Losses (ECL). This 
model incorporates the following concepts to calculate ECL: 

• Significant increase in risk – This factor measures the change in the probability a facility will 
go into default. 

• Staging – All facilities have been classified into one of three stages which represent their 
risk of default. 

• Exposure at Default (EAD) – On a consolidated basis, the EAD looks at the future value of 
facilities using scheduled payments, facility interest rates and reasonable assumptions on 
prepayments. The present values of these future exposures are then used as the potential 
EAD. 

NLCU incorporates forward-looking information into both its assessment of whether the credit 
risk of an instrument has increased significantly since its initial recognition and its measurement 
of ECL. 

NLCU considered changes in forecasted interest rates and unemployment as being key factors in 
risk adjusting the historical loan provision. As a result, management reviewed information to 
consider if there were indicators that would suggest they increase or decrease the risk 
adjustment factor relative to the prior year. In the current year, management considered that 
member credit scores have been increasing, potentially as a result of excess liquidity due to 
reduced spending during the pandemic. Management hypothesizes that this could be temporary, 
and that credit score may return to previous levels in future and as such has adjusted the risk 
adjustment factor in the model. 
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17. Nature and extent of risks arising from financial instruments (continued) 
Credit Classification and Staging 

For the purposes of determining our Expected Credit Loss (ECL) in accordance with IFRS 9, 
NLCU has classified all loans and mortgages of members in the following categories: Personal 
Loans, Personal Lines of Credit, Chequing Account credit limits, Retail Insured Mortgages, Retail 
Uninsured Mortgages, Commercial Loans, Commercial Mortgages, and Commercial Lines of 
Credit. 

In addition, NLCU has classified all loans and mortgages of members in three stages. Each stage 
is based on the change in credit risk of the facility in comparison to the risk at origination or 
previous reporting period. Variables and data used to assess a change in credit risk include: 
knowledge of credit facility, current and historical data collected related to the facility such as 
payment history and current payment status, external data from credit agencies and 
macroeconomic factors. The three stages used by NLCU for classification of facilities are: 

Stage 1 

Stage 1 represents facilities with the lowest risk rating for NLCU. These consist of facilities 
where the credit risk has not significantly changed from that identified at origination. ECL for 
facilities included in stage 1 have been estimated for a twelve month period. 

Stage 2 

Stage 2 represents facilities where the credit risk has significantly changed from that identified 
at origination. ECL for facilities included in stage 2 have been estimated for the life of the 
facility. 

Stage 3 

Stage 3 represents facilities for members who are in default or who are being monitored by 
NLCU. ECL for facilities included in stage 3 have been estimated for the life of the facility. 

Probability of Default (PD) 

To estimate a reasonable PD ratio NLCU examines historical data and specific facilities that have 
experienced default. The data was reviewed to determine default time frames in relation to year 
of origination. Statistical analysis was then completed to predict future probability of default. 
Additional weighting was given to more current data to more accurately reflect current 
economic conditions. The probabilities were adjusted statistically to represent twelve month and 
life time circumstances associated with each stage. 

As stage 3 facilities were already in default or deemed to be high risk of default, these were 
included at a PD of 100%. 

Loss Given Default (LGD) 

At the point of default, NLCU needed to determine the percentage of each credit class that 
would be deemed uncollectable. To determine this ratio NLCU analyzed historical data including 
recovery rates and collateral values. 

Liquidity risk 

The business of NLCU necessitates the management of liquidity risk. Liquidity risk is the risk of 
being unable to meet financial commitments, under all circumstances, without having to raise 
funds at unreasonable prices or sell assets on a forced basis. 

NLCU’s objective is to implement a policy that addresses limits on the sources, quality and 
amount of the assets to meet normal operational, contingency funding for significant deposit 
withdrawals and regulatory requirements. 
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17. Nature and extent of risks arising from financial instruments (continued) 
Liquidity risk (continued) 

The Board of Directors is ultimately responsible for the liquidity risk management policy. 
Management reports monthly, to the Board, NLCU’s compliance with the policy and regulatory 
requirements; concentration of large deposits of single/connected depositors as a percentage of 
total deposits; and reports borrowings for liquidity purposes, the level of borrowings and the 
liquidity less borrowings in relation to the statutory minimum. 

2024 2023
$ $

Cash and cash equivalents 44,860,142     31,851,933       
Liquidity reserve deposit 45,535,500     43,271,050       
Total assets held for liquidity 90,395,642     75,122,983        
Contractual maturities of financial liabilities are shown under interest rate risk. NLCU has no 
material commitments for capital expenditures and there is no need for such expenditures in 
the normal course of business. 

Market risk 

Market risk is the risk of loss that may arise from change in market factors such as interest 
rates and foreign exchange rates and market prices. NLCU is exposed to this market risk in its 
investing and asset/liability management activities. 

Senior management is responsible for managing market risk in accordance with NLCU’s Asset 
and Liability Management and Investment Policy set by the Board. Senior management reports 
monthly to the Board its compliance with the policy and regulatory requirements; dollar volume 
and yields of all investments by investment category; and the particulars of all investment 
transactions entered into by NLCU. All exceptions noted are reported to the Board. 

The Board is responsible for monitoring significant variances and ensuring that corrective 
measures are implemented. 

Interest rate risk 

Interest rate risk refers to the potential impact of changes in interest rates on NLCU’s earnings. 
It is the policy of NLCU to keep exposure to interest rate fluctuations within limits set by the 
Board and regulations by matching, when possible, the maturity of interest bearing liabilities 
and assets and pricing interest rate assets consistent with the basis used for liabilities. 

The following table summarizes the carrying amounts of financial instruments exposed to 
interest rate risk by maturity dates. 

Loans and 2024
advances to Deposits from

Investments members members
$ $ $

On demand —                    54,427,960     142,911,383   
Less than three months 25,675,175     24,847,625     88,566,247     
Three months to a year 20,664,795     108,650,102   175,233,887   
One to five years 6,474,065       475,763,478   142,282,428   
Non-rate sensitive 100                 1,028,748       198,571,516   
Effective interest rate 3.69% 4.51% 2.27%

52,814,134     664,717,913   747,565,461    
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17. Nature and extent of risks arising from financial instruments (continued) 
Interest rate risk (continued) 

Loans and 2023
advances to Deposits from

Investments members members
$ $ $

On demand —                       66,149,004        140,838,368      
Less than three months 8,050,891          18,731,013        61,035,633        
Three months to a year 36,725,958        88,683,015        146,280,678      
One to five years 5,953,951          479,596,259      180,098,625      
Non-rate sensitive 250,100             1,094,235          196,737,295      
Effective interest rate 4.85% 4.39% 2.13%

50,980,900        654,253,526      724,990,599       

At December 31, 2024, if interest rates at that date had been 100 (100 in 2023) basis points 
lower with all other variables held constant, after-tax net income for the year would have been 
approximately $40,104 ($47,436 in 2023) lower, arising mainly as a result of lower interest 
revenue on variable loans and mortgages, and lower interest revenue on liquidity investments. 
If interest rates had been 100 (100 in 2023) basis points higher, with all other variables held 
constant, after-tax net income would have been approximately $41,061 ($49,494 in 2023) 
higher, arising mainly as a result of higher interest revenue on variable loans and mortgages, 
and higher interest on liquidity investments. 

Market price risk 

Market price risk refers to the potential impact of changes in foreign exchange rates on NLCU’s 
earnings when balances or currencies of its foreign currency liabilities are not matched with the 
balances of its foreign currency assets. It is the policy of NLCU to mitigate exposure to foreign 
exchange rate fluctuations by matching its foreign currency liabilities to its foreign currency 
assets. NLCU does not hold foreign investments beyond cash required to meet daily operational 
requirements. 

At December 31, 2024, NLCU has issued $10,042,538 ($13,514,205 in 2023) of index-linked 
term deposits (registered and non-registered deposits) to its members. These term deposits 
have maturities of three and five years and pay interest to the depositors at the end of the term 
based on the performance of various Toronto Stock Exchange (“TSX”) indices. 

The interest feature of these term deposits have been accounted for by an embedded derivative 
liability of fair value separate from the host deposit 

NLCU has entered into derivative agreements with the Central 1 to offset or hedge the exposure 
to these indices associated with these products. NLCU pays the Central 1 a fixed amount on the 
face value of these term deposit products. At the end of the respective terms, NLCU receives 
payments from the counterparty, the Central 1, equal to the amount that will be paid to the 
depositors based on the performance of various TSX indices. 

These agreements have a fair value that varies based on the particular contract and changes in 
linked indices. The fair value of these agreements is $1,440,056 ($1,358,187 in 2023) at year 
end and has been accounted for as derivative in accordance with NLCU’s accounting policy. 
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17. Nature and extent of risks arising from financial instruments (continued) 

Lifetime ECL not Lifetime ECL 2024 2023
12 month ECL credit impaired credit impaired Total Total

$ $ $ $ $

Personal loans to members at amortized cost
Low to fair risk 99,822,650         10,182,934             —                          110,005,584     107,844,611    
Watch list loans — 694,267                  125,891                820,158            563,602           
Loans in default — — 703,898                703,898            952,532           

99,822,650         10,877,201             829,789                111,529,640     109,360,745    
Allowance for loan loss (275,623)            (699,007)                 (1,653,240)           (2,627,870)       (2,050,478)       
Carrying amount 99,547,027         10,178,194             (823,451)              108,901,770     107,310,267     

Lifetime ECL not Lifetime ECL 2024 2023
12 month ECL credit impaired credit impaired Total Total

$ $ $ $ $

Personal mortgages to members at 
amortized cost

Low to fair risk 441,619,783       59,054,586             —                          500,674,369 497,401,072    
Watch list loans — 6,933,288               —                          6,933,288     6,132,254        
Loans in default — — 443,994                443,994        512,743           

441,619,783       65,987,874             443,994                508,051,651 504,046,069    
Allowance for loan loss (7,691)                (66,424)                   (551)                     (74,666)         (254,868)         
Carrying amount 441,612,092       65,921,450             443,443                507,976,985 503,791,201     

Lifetime ECL not Lifetime ECL 2024 2023
12 month ECL credit impaired credit impaired Total Total

$ $ $ $ $

Commercial loans and mortgages to  
members at amortized cost

Low to fair risk 36,562,869         4,563,224               —                          41,126,093 36,205,693      
Watch list loans — 173                         —                          173             —                   
Loans in default — — 4,010,356             4,010,356   4,641,018        

36,562,869         4,563,397               4,010,356             45,136,622 40,846,711      
Allowance for loan loss (15,624)              (4,447)                     (226,272)              (246,343)     (214,673)         
Carrying amount 36,547,245         4,558,950               3,784,084             44,890,279 40,632,038       
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17. Nature and extent of risks arising from financial instruments (continued) 

Lifetime ECL not Lifetime ECL 2024 2023
12 month ECL credit impaired credit impaired Total Total

$ $ $ $ $

Total loans and mortgages to members at 
amortized cost

Low to fair risk 578,005,302       73,800,744             —                          651,806,046 641,451,377    
Watch list loans — 7,627,728               125,891                7,753,619     6,695,856        
Loans in default — — 5,158,248             5,158,248     6,106,293        

578,005,302       81,428,472             5,284,139             664,717,913 654,253,526    
Allowance for loan loss (298,938)            (769,878)                 (1,880,063)           (2,948,879)    (2,520,020)       
Carrying amount 577,706,364       80,658,594             3,404,076             661,769,034 651,733,506     




