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Vision
To be a superior credit union service partner in Atlantic Canada. 

We will: 

• Develop specialized products and services that assist credit 
unions  in expanding their service capabilities

• Facilitate fi nancial services that credit unions may not pursue 
on their own

• Be a centre of knowledge and excellence, within our fi eld of 
services, for credit unions

Mission
To provide fi nancial services to credit unions, their customer-
owners and others to enhance credit union capability and success. 

Values
Stewardship
We accept the roles of support and leadership defi ned for us by 
the credit unions, and with them, support the well-being of the 
credit union system and the communities it serves. We will operate 
in a socially responsible and profi table manner for the common 
good of our stakeholders.

Service
We are committed to providing professional service to our 
stakeholders, who include credit unions and their employees, our 
affi liates and their employees, and to each other. 

Respect
We will conduct ourselves respectfully –  respectful of diversity, 
respectful of ourselves and respectful of others in order to build 
and sustain a productive workplace. 

Accountability
We choose to be accountable for our actions and the results we 
deliver to our stakeholders. We share responsibility for the well-
being and success of League Savings and Mortgage Company and 
the credit unions it serves. 

Continuous Growth and Development
We commit to continually strengthening our organization 
and services. We will initiate learning and improve personally, 
departmentally and corporately to enhance our contributions for 
the well-being of our stakeholders and the communities we serve.

Design and Layout by: Blaine Johnson
Printing and Assembly by: Printing & Supplies
Photos supplied by: Precision Photography – CEO and Board of Directors.

The pages of this report are printed on 100% recycled stock and the covers contain post 
consumer products.
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2 LEAGUE SAVINGS AND MORTGAGE COMPANY

League Savings and Mortgage Company enjoyed another 
successful year in 2010 thanks to the credit unions of 
Atlantic Canada. Our success is a result of their business 

with us, and we work hard to listen, 
understand and meet their needs with smart 
solutions. We are proud to be able to offer 
credit unions business development products 
such as specialized mortgage products, 
commercial and syndicated loans, and 
exemplary service.

The relationship management strategy 
pursued over the last number of years 

has achieved many of our objectives. We continue to work 
towards our goal of being a strategic partner for credit unions 
in Atlantic Canada. We are able to support credit unions by 
developing customized strategies that meet their unique needs. 
Moving forward, we aim to further build our strategic position 
in the system through ongoing consultation with credit union 
management. At League Savings, helping credit unions succeed 
is our goal. 

Board Priorities
With the advent of Atlantic Central in 2011, the Board believes 
refocusing on a region-wide approach is timely. A planning 
session has been scheduled for Newfoundland in 2011 to refl ect 
this priority. The Board also understands that with the changes 
introduced by the implementation of Atlantic Central, 2011 
will be an important year of cementing current relationships 
with credit unions, strengthening the network, and sharing 
our relationship management learnings with our colleagues at 
Central.

Highlights
The Atlantic Business Owner Strategy (ABOS) continued to thrive 
in 2010, driven primarily by credit union staff. In particular, a set 
of common underwriting guidelines and an underwriting tool 
were developed, along with a risk rating system for commercial 
credit which was mandatory in all four provinces on March 
1, 2011. The underwriting tool was built by credit unions, 
Central and League Savings and Mortgage (LSM) to serve as a 
loan origination system. By funding this development, ABOS 
saved credit unions hundreds of thousands of dollars which the 
purchase of such a system would have cost. The new common 
guidelines and tools introduce additional consistency and 
predictability to the loan system, benefi tting credit unions and 
their members. ABOS initiatives are primarily funded by LSM, 
and we are proud to continue our support of this important 
committee.

Our mortgage programs continue to grow, even with pending 
regulatory changes. The amendments introduced by the 
government in early 2011 will no doubt affect the mortgage and 
lending environment as we move forward. We are committed 
to ensuring our management and staff stay abreast of these 
developments, and help our credit union partners understand 
and cope with these changes.

Appreciation
The Board would like to express its appreciation to the 
management and staff for their patience and understanding 
during the recent renovations in the Halifax offi ce. They have 
been rewarded with a beautiful workspace. Over the next year, 
consideration will be given to moving the Moncton offi ce into 
the Atlantic Central – NB location. Many thanks to all the League 
Savings staff who, in spite of disruptions and the turmoil of 
change, continued to make credit unions’ needs their number 
one priority.

As always, the Board wishes to thank President and CEO Bernie 
O’Neil and his senior management team for their commitment 
and strong leadership. Also, we note that the Atlantic Central 
staff reorganization has seen management personnel of League 
Savings take on new and additional leadership responsibilities 
in Atlantic Central. This should integrate the activities of both 
organizations to bring enhanced and consistent services to credit 
unions in Atlantic Canada. Finally, I express the Board’s gratitude 
to the credit unions whose business is our business.

Jim MacFarlane, Chair
Board of Directors

Message from the Board of Directors
Message from the Board of Directors
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President & Chief Executive Offi cer’s Message

O ver the past fi ve years, League Savings and Mortgage 
Company (LSM) transitioned our business model to 
strengthen and enhance our relationship management 

strategy and signifi cantly restructured our 
operations. This initiative was completed 
in June 2010, and resulted in improved 
relationships with our credit union clients 
and excellent fi nancial performance. 
Continuing to develop our relationships with 
credit unions will allow us to determine the 
specifi c needs of credit unions and create 
solutions. This will not only ensure our long-
term fi nancial stability and strengthen the 

system, but will help to ensure the success of credit unions which 
is our primary purpose for being.

Atlantic Central
As a subsidiary company of Credit Union Central of Nova Scotia, 
League Savings and Mortgage could not help but be affected by 
the planned business combination with the New Brunswick and 
Prince Edward Island centrals. The creation of a strong regional 
central, Atlantic Central, presents opportunities both for LSM 
and our credit union clients. Although the development of the 
new central impacted our people during 2010, the performance 
of the company did not suffer, and we continued to have 
operational and fi nancial performance as a primary focus. 

Exemplary Fiscal Performance
A three per cent dividend and six percent interest on 
subordinated debt were paid as budgeted. LSM was pleased 
to return an additional $3.6 million to credit unions in 2010, 
distributed based on their volume of business with the company. 
These were the largest distributions ever paid to credit unions in 
Atlantic Canada.

Another indication of a banner year is that League Savings’ 
mortgage brokerage surpassed $100 million this year for the fi rst 
time. Best of all, LSM was able to provide nearly $22.5 million 
in referrals to credit unions in 2010, a result of which we are 
particularly proud. 

Excellent Service to Credit Unions 
For the second year in a row, League Savings and Mortgage 
Company scored 85.7% on the Credit Union Satisfaction Survey, 
a solid result indicating the appreciation credit unions have for 
our partnership. League Savings and Mortgage has consistently 
scored 84% or higher since 2000. This is an excellent result as 
we attempt to strengthen even more our relationship with credit 
unions.

In our ongoing efforts to serve as a centre of excellence for our 
credit union clients, we were pleased to offer the CU Professional 
training series, a branded webinar-based training program.  
Three sessions were offered with network partner CMHC to 150 
credit union employees per session in 2010. In total, 609 credit 
union participants attended League Savings training sessions in 
2010. 

Our number of calls and networking activities leveled off in 2010 
as we strategically identifi ed on-site visits as the best means of 
building our relationship with credit unions. In 2009, we made 
66 such visits, and in 2010, this number rose to 97. 

Future Plans
League Savings and Mortgage Company will continue to pursue 
solutions for credit unions, ensuring they have access to the 
best possible pricing for mortgages and deposits. Also, we will 
continue to look at opportunities to serve as a linchpin, working 
to enable large national partners such as DRN Commerce, 
Concentra Financial, Central 1 and CMHC to work with groups 
of credit unions. Finally, we look forward to our relationship with 
Atlantic Central and serving as a strategic partner to credit unions 
across the region. 

Giving Back and Thanks
League Savings proudly joined with Credit Union Central of 
Nova Scotia and League Data to demonstrate commitment to 
our cooperative values by giving back to the community in 2010. 
Employees volunteered time and donated money to support 
the United Way with over $18,000, putting money back into 
local communities. They gave to the IWK, supported the Co-op 
Week and Credit Union Day food drive and saved up to 285 lives 
through the Canadian Blood Services Partners for Life Program.

Thank you to League Savings Board Chair Jim MacFarlane and 
the rest of the Board members for providing a clear vision 
for the company and placing your trust in the management 
team’s ability to execute your vision. I would like to thank and 
congratulate the senior management for the success of their 
continuous improvement efforts. And I’d like to thank all the 
employees who weathered a turbulent year of renovations and 
organizational change, and never lost focus of the needs of credit 
unions. 

And fi nally, thank you to our partners, the Atlantic Canadian 
credit unions we serve, for working with us. We look forward to 
our relationship in 2011 and beyond. 

Bernie O’Neil, President & CEO
CUCNS & LSM

President & Chief Executive Offi cer’s Message
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Management Discussion and Analysis
Management Discussion and Analysis

Risk Management
Risk management is one of the most important responsibilities of 
League Savings. Risk management objectives are refl ected within 
the comprehensive risk management strategies and policies.

League Savings’ risk management strategies and policies are 
governed by the principle of optimizing risk for the protection 
and creation of shareholder value, and are designed to ensure 
that the company’s risk-taking is consistent with its business 
objectives and risk tolerance. 

League Savings has an enterprise-wide capability to recognize, 
understand, measure, assess and manage risks taken across 
the organization. Authority for all risk-taking activities rests 
with the Board of Directors, which approves risk management 
policies, delegates limits and regularly reviews management’s 
risk assessments and compliance with approved policies. The 
Risk Committee of the Board is responsible for ensuring that 
management has developed and maintained an effective 
Enterprise Risk Management Framework for evaluating the 
business strategies being used for allocation of human, capital 
and other resources. The Audit Committee is responsible for 
overseeing all fi nancial risk management policies.

The Management Finance Committee (MFC) is responsible for 
the review and evaluation of fi nancial risks and performance. The 
MFC reviews fi nancial risk management policies, recommends 
changes to policies and procedures as appropriate, and 
monitors compliance with fi nancial policies. The Asset Liability 
Management Committee (ALCO) is responsible for ensuring 
the effective and prudent management of the Company’s 
fi nancial assets and liabilities. ALCO achieves this by developing 
and implementing fi nancial strategies and related processes 
consistent with the short and long terms goals set by the Board.

Qualifi ed professionals throughout the company manage these 
risks through comprehensive and integrated control processes 
and models, including regular review and assessment of risk 
measurement and reporting processes. The various processes 
within League Savings’ risk management framework are designed 
to ensure that risks in the various business activities are properly 
identifi ed, measured, assessed and controlled. Internal Audit 
reports independently to the Audit Committee of the Board on 
the effectiveness of the risk management policies and the extent 
to which internal controls are in place and operating effectively.

The risks are summarized into the following categories: capital 
adequacy, governance, credit, legal and regulatory, liquidity, 
market, operational and strategic.

Capital Adequacy Risk
Capital adequacy risk is the risk of fi nancial loss or regulatory 
intervention due to the failure of League Savings to raise the 
necessary capital to support its business plans. 

League Savings has established capital management policies, 
which govern the quantity and quality of capital that the 
company will maintain. An Internal Capital Adequacy Assessment 

Process (ICAAP) has been implemented which establishes capital 
targets and strategies for achieving those targets based on the 
company’s business plans and risk assessment. A capital plan is 
prepared annually which forecasts the amount of capital required 
throughout the year and the sources that will be used to fund 
those requirements. The capital policies and plans are reviewed 
and approved annually by the Board of Directors.  

Management regularly monitors the company’s capital position 
and reports to the Board on a quarterly basis.

Governance Risk  
Governance risk is the risk of fi nancial and/or reputational loss 
caused by lack of effectiveness of the Board of Directors and 
senior management.

Governance risk is mitigated through the nomination and 
election process, orientation program, ongoing development 
and training, regular Board and committee meetings, the annual 
strategic planning process and an annual evaluation process.  
  
Credit Risk
Credit risk is the potential for loss due to the failure of a 
borrower, endorser or guarantor to fulfi ll its payment obligation. 

The company has established policies and procedures for credit 
risk management. Credit policies are reviewed and approved 
annually by the Board of Directors. Management regularly 
reviews its credit procedures to ensure they provide extensive, 
up-to-date guidance for the underwriting and administration of 
all types of loans.

All loans are risk rated at the time of approval, and periodically 
thereafter. Loans with higher risk require more intensive analysis 
and higher levels of approval. The Credit Committee of the 
Board of Directors reviews all loans above the lending limits of 
management. 

Procedures are in place governing credit activities including: 

• Application of stringent underwriting criteria
• The use of qualifi ed personnel and the clear delegation of 

decision-making authority
• Portfolio diversifi cation to mitigate credit exposure by 

establishing concentration limits

League Savings maintains both specifi c and general allowances 
for credit losses. Specifi c allowances are established based 
on management’s knowledge of the property and prevailing 
conditions. General allowances are maintained to cover any 
impairment in the loan portfolio that cannot yet be associated 
with specifi c loans. The general allowance is determined based 
on the Company’s risk weighted portfolio and other factors 
including an assessment of market risk.

Management regularly monitors League Savings’ credit risk and 
reports to the Board on a quarterly basis.  
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Legal and Regulatory Risk
Legal and regulatory risk is the risk of loss due to failure to adhere 
to the legal and regulatory standards. 

League Savings is incorporated under the Trust and Loan 
Companies Act (Canada) and regulated by the Offi ce of the 
Superintendent of Financial Institutions (OSFI). OSFI regularly 
reviews the activities of the company and periodically carries 
out on-site examinations. All correspondence to and from OSFI 
is reported to the Board of Directors by management. The 
company is also a member of the Canada Deposit Insurance 
Corporation.  

League Savings maintains a legislative compliance management 
system in which all existing and emerging legislative and 
regulatory issues are reviewed and reported on. New policies and 
procedures are developed to address legislative requirements as 
appropriate.   

The Board of Directors receives a quarterly compliance report 
in which any defi ciencies and corresponding action plans are 
identifi ed. 

Liquidity Risk
Liquidity risk is the risk of being unable to meet fi nancial 
commitments without having to raise funds at unreasonable 
prices or sell assets on a forced basis. 

League Savings has established policies to ensure the company 
is able to generate suffi cient funds to meet all of its fi nancial 
commitments in a timely and cost-effective manner. In addition, 
a liquidity plan is prepared which forecasts the amount of 
liquidity required and the sources that will be used to fund those 
requirements. These policies and plans are annually reviewed and 
approved by the Board of Directors. 

League Savings’ liquidity management practices include:

• Ensuring the quality of investments acquired for liquidity 
purposes meet very high standards

• Matching the maturities of assets and liabilities
• Diversifying funding sources
• Establishing and maintaining minimum liquidity reserves
• Monitoring actual cash fl ows on a daily basis
• Forecasting future cash fl ow requirements
• Utilizing lines of credit to fund temporary needs and 

selling or securitizing mortgage pools to meet longer term 
requirements

• Scenario testing and contingency planning

Management monitors the company’s liquidity position daily and 
reports to the Board on a quarterly basis.  

Market Risk
Market risk is the risk of loss that results from changes in interest 
rates, foreign exchange rates, equity prices and commodity 
prices. 

Market risk exposures are managed through policies, standards 
and limits established by the Board of Directors, which are 
formally reviewed and approved annually. League Savings uses 
a variety of techniques to identify, measure and control market 
risk. Derivatives may be used only to offset clearly identifi ed risks. 
The company has developed standards regarding the use of 
derivative products.

Interest rate risk is the risk that a movement in interest rates will 
have on the fi nancial condition of the company. League Savings’ 
interest rate risk policies include limits on the allowable variation 
in forecasted fi nancial margins due to interest rate changes. 
League Savings manages and controls interest rate risk primarily 
by managing asset/liability maturities; however, off-balance-sheet 
techniques such as interest rate risk contracts may be used to 
hedge against specifi c interest rate risk exposures. 

The company measures interest rate risk through gap and 
income simulation analysis on a quarterly basis. Gap analysis 
measures the difference between the amount of assets and 
liabilities re-pricing in specifi c time periods. Income simulation 
models are used to measure interest rate risk exposure under 
various assumptions about interest rates, products, volumes and 
pricing.  

Sensitivity analysis of an interest rate increase and decrease of 
100 basis points is illustrated in the table below.

Earnings at risk over the next 12 months as at December 31, 
2010:

(Dollars)        2010  2009         

100 basis point increase      (412,000) (331,000)
100 basis point increase      388,000 214,000

Management provides quarterly reports to the Board on interest 
rate risk.

Foreign exchange risk is the risk of loss caused by fl uctuations in 
foreign exchange rates. League Savings is not exposed to foreign 
exchange risk as Board policy requires that all transactions be 
carried out in Canadian currency.

Equity and commodity risk is the potential impact on League 
Savings’ earnings due to movements in equity and commodity 
prices. League Savings has no material business activities in 
equities or commodities, and is not exposed to material risk in 
these areas.

Management Discussion and Analysis
Management Discussion and Analysis
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Operational Risk
Operational risk is the risk of loss resulting from inadequate or 
failed processes, technology or human performance, or from 
external events. 

While operational risk can never be fully eliminated, League 
Savings manages this type of risk through implementation of a 
comprehensive set of procedures and policies. Elements include: 

• Developing and maintaining a comprehensive system of 
internal controls, encompassing segregation of functional 
activities, managerial reporting and delegation of authority

• Striving to maintain industry best practices in the area 
of operational risk management through continued 
monitoring and evaluation of our practices

•Selection and training of highly qualifi ed staff, supported by 
policies that provide for skills upgrading, clear authorization 
levels and adherence to an employee code of conduct

• Maintaining adequate insurance to reduce the impact 
of any potential losses, supported by a detailed business 
continuity plan

Strategic Risk
Strategic risk is the risk of loss due to failure to create, implement 
and monitor an effective strategic plan, including procedures 
for the development and review of new business initiatives and 
changing business circumstances.

Strategic priorities for the next 12-18 months are established 
during the Annual Board and Management Planning Session. 
Management then develops the annual business plan for 
approval by the Board. Management reports to the Board on 
the progress towards achieving the annual business plan at each 
regular Board meeting.

Management Discussion and Analysis
Management Discussion and Analysis
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Management’s Responsibility for Financial Statements
Management’s Responsibility for Financial StatementsManagement’s Responsibility For Financial Statements 

Management has the responsibility of preparing the accompanying financial statements and ensuring that all information 
in the annual report is consistent with the financial statements. This responsibility includes selecting appropriate 
accounting principles and making objective judgements and estimates in accordance with Canadian generally accepted 
accounting principles. 

In discharging its responsibility for the integrity and fairness of the financial statement, management designs and 
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that 
transactions are authorized, assets safeguarded and proper records maintained. The Board of Directors has appointed an 
Audit Committee to review the annual financial statements with management and auditors before final approval by the 
Board.

The federal regulator of financial institutions conducts examinations and makes such enquiries into the affairs of League 
Savings and Mortgage Company (League Savings) as they deem necessary to ensure the safety of depositors and to 
ensure that the Company is in sound financial condition. Their findings are reported directly to management.  

Grant Thornton LLP, the independent auditors, have examined the financial statements of League Savings in accordance 
with Canadian generally accepted auditing standards and have expressed their opinion in the following report to 
shareholders. 

Bernie O’Neil 
President and CEO 

Sharon Arnold, CA 
Vice-President Finance 
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Independent Auditors’ Report 

To the Shareholders of League Savings and Mortgage Company 

We have audited the accompanying financial statements of League Savings and Mortgage Company (the “Company”), 
which comprises the balance sheet of as at December 31, 2010, the statement of income and comprehensive income, 
changes in shareholders' equity and cash flows for the year then ended, and a summary of significant accounting policies 
and other explanatory information. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
Canadian generally accepted accounting principles, 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. 

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the Company’s preparation and fair presentation of the financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the Company’s internal control.  An audit also includes evaluation the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluation the overall 
presentation of the financial statements. 

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of League Savings & 
Mortgage Company as at December 31, 2010, and its financial performance and its cash flows for the year then ended in 
accordance with Canadian generally accepted accounting principles.  

Grant Thornton LLP  
Chartered Accountants  

February 22, 2011  
Halifax, Nova Scotia 

Independent Auditors’ Report
Independent Auditors’ Report
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Balance Sheet 

December 31
2010 2009

Assets
Cash and cash equivalents $ 17,637               $ 14,248               

Investments (Note 3) 27,140,515 17,602,691         

Loans and mortgages (Note 4) 451,985,294 449,918,596       

Accrued interest 1,935,129           1,852,725           

Fixed assets (Note 5) 74,873               111,866             

Future income tax asset (Note 15) 567,327             567,192             

Other assets 1,713,118           787,622             

$ 483,433,893 $ 470,854,940       

Liabilities
Borrowings (Note 6) $ 8,223,677           $ 3,044,729           

Deposits (Note 7) 426,169,109 421,136,993       

Accrued interest 4,889,332           5,633,066           

Accounts payable and accrued 4,948,660           3,458,845           

Obligations related to mortgages (Note 17) 2,384,994           1,275,496           

Income tax payable -                        46,253               

Subordinated debentures (Note 16) 7,102,000           7,102,000           

453,717,772 441,697,382

Shareholders' equity
Capital stock (Note 8) 15,996,797 15,996,797         

Contributed surplus 1,785,887           1,785,887           

Retained earnings 11,109,700 10,639,904         

Accumulated other comprehensive income 823,737             734,970             

29,716,121 29,157,558         

$ 483,433,893 $ 470,854,940       

Commitments and contractual obligations (Note 10) 

Approved: On Behalf of the Board:  

Bernie O’Neil 
President and CEO 

Jim MacFarlane 
Chair 

Kevin Murphy 
Director 

See accompanying notes to the financial statements 

Balance Sheet
Balance Sheet
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Statements of Income and Comprehensive Income 

Year Ended December 31
2010 2009

Financial income
Interest on investments $ 914,608             $ 1,143,754           
Interest on loans and mortgages 24,771,917         25,728,030         

25,686,525         26,871,784         
Financial expense 12,902,243         16,162,165         
Gross financial margin 12,784,282         10,709,619         
Provision for loan losses (recovery) 180,890             (34,349)              
Net financial margin 12,603,392         10,743,968         
Other financial income 867,581             1,034,882           
Net financial income 13,470,973         11,778,850         
Other income (Note 14) 298,736             710,835             

13,769,709         12,489,685         

Operating expenses
Salaries and staff related 3,704,624           3,521,579           
Management fees 1,992,000           1,896,000           
Office expense 870,150             807,632             
Marketing and business development 149,998             163,338             
Democracy 146,094             137,978             
Professional fees 144,996             129,151             
Other expenses 168,305             369,737             

7,176,167           7,025,415           
Operating income 6,593,542           5,464,270           
Distributions to Credit Unions 4,999,570           3,766,078           
Income before taxes 1,593,972           1,698,192           
Income taxes (Note 15) 689,574             742,995             
Net income $ 904,398             $ 955,197             

Net income $ 904,398             $ 955,197             
Other comprehensive income
   Net change in unrealized gains
     on available for sale investments, net of tax 88,767               322,523             
Comprehensive income $ 993,165             $ 1,277,720           

See accompanying notes to the financial statements

Statements of Income and Comprehensive Income
Statements of Income and Comprehensive Income



12 LEAGUE SAVINGS AND MORTGAGE COMPANY

Statements of Changes in Shareholders' Equity 

Year Ended December 31
2010 2009 2010 2009

Common shares
Balance at beginning of year 500,000 500,000 $ 500,000 $ 500,000
Issued -                   -                 -                   -                  
Redeemed -                   -                 -                   -                  
Balance at end of year 500,000 500,000 $ 500,000 $ 500,000

Preferred A shares
Balance at beginning of year 13,986,740 13,986,740 $ 13,986,740 $ 13,986,740
Issued -                   -                 -                   -                  
Redeemed -                   -                 -                   -                  
Balance at end of year 13,986,740 13,986,740 $ 13,986,740 $ 13,986,740

Preferred B shares
Balance at beginning of year 1,510,057 1,510,057 $ 1,510,057 $ 1,510,057
Issued -                   -                 -                   -                  
Redeemed -                   -                 -                   -                  
Balance at end of year 1,510,057 1,510,057 $ 1,510,057 $ 1,510,057
Capital stock $ 15,996,797 $ 15,996,797

Contributed surplus $ 1,785,887 $ 1,785,887

Retained earnings
Balance at beginning of year $ 10,639,904 $ 10,119,309
Net income 904,398 955,197
Dividends (434,602) (434,602)
Balance at end of year $ 11,109,700 $ 10,639,904

Accumulated other comprehensive income 
Balance at beginning of year $ 734,970 $ 412,447
Unrealized gains on AFS investments, net of tax 88,767 322,523
Balance at end of year $ 823,737 $ 734,970

Shareholders' equity $ 29,716,121 $ 29,157,558

Number of Shares

See accompanying notes to the financial statements 

Statements of Changes in Members’ Equity
Statements of Changes in Members’ Equity
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Statement of Cash Flows 

Year Ended December 31
2010 2009

Increase (decrease) in cash and cash equivalents

Operating activities
Net income $ 904,398               $ 955,197               
Adjustments:
Depreciation 36,992                 23,338                 
Future income taxes (135)                    15,081                 
Decrease in interest payable (743,734)              (1,862,790)           
Increase (decrease) in income taxes payable (46,253)                46,253                 
Other items, net 345,886               2,006,642            

497,154               1,183,721            
Financing activities
Net increase (decrease) in deposits 5,032,116            (27,411,964)          
Obligations related to mortgages 1,109,498            (2,223,173)           
Net increase (decrease) in payable to Central 224,797               (67,900)                
Dividends paid (434,602)              (434,602)              

5,931,809            (30,137,639)          
Investing activities
Investments, net (9,537,824)           12,638,667           
Net increase in loans and mortgages (2,066,698)           (21,501,796)          
Fixed assets, net -                          (84,750)                

(11,604,522)          (8,947,879)           
Net decrease in cash and cash equivalents (5,175,559)           (37,901,797)          

Cash and cash equivalents (net)
Beginning of year (3,030,481)           34,871,316           
End of year $ (8,206,040)           $ (3,030,481)           

Includes:
Cash on hand and balances with Central $ 17,637                 $ 14,248                 
Borrowings (8,223,677)           (3,044,729)           

$ (8,206,040)           $ (3,030,481)           

Supplemental disclosure of cash flow information:
             Amount of interest paid in year $ 13,645,977           $ 18,024,955           

Amount of income taxes paid in year 954,578               962,123               

See accompanying notes to the financial statements 

Statement of Cash Flows
Statement of Cash Flows
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Notes to Financial Statements – December 31, 2010 

1.  Summary of significant accounting policies 

The financial statements have been prepared in accordance with accounting practices generally accepted in Canada.   

Changes in accounting standards  

In June 2009, the AcSB issued amendments to Section 3862, Financial Instruments – Disclosures, to enhance disclosure 
requirements for the inputs used in fair value measurements, as well as liquidity risk. The amendments are effective for 
the Company’s annual financial statements as at December 31, 2009. The amendments have no impact on how the 
Company determines the fair value of financial instruments; however, they require additional disclosures.  Since the 
amendments pertain to disclosure requirements only, they had no significant impact on the Company’s results or financial 
position. 

Use of estimates 

In preparing the Company’s financial statements, management is required to make estimates and assumptions that affect 
the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements and reported amounts of revenue and expenses during the period.  Actual results could differ from those 
estimates. 

Financial instruments  

Financial assets and liabilities are initially recognized at fair value and are subsequently accounted for based on their 
classification as described below.  

Financial assets must be classified as held-for-trading (HFT), available for sale (AFS), held-to-maturity (HTM) or loans 
and receivables (L&R).  Financial liabilities are required to be classified as held-for-trading or other financial liabilities 
(OFL). All financial instruments, including all derivatives, are measured at fair value on the balance sheet with the 
exception of loans and receivables, held-to-maturity investments and other financial liabilities which are measured at 
amortized cost. 

Changes in fair values of financial assets and financial liabilities classified as held-for-trading are reported in earnings, 
while the changes in value of available for sale financial assets are reported within Other Comprehensive Income (OCI) 
until the financial asset is disposed of, or becomes impaired.   

Accumulated OCI is reported on the balance sheet as a separate component of Shareholders’ Equity.  It includes, on a 
net of taxes basis, the net unrealized gains and losses on available for sale financial assets. 

The Company has classified its financial instruments as follows: 

HFT Cash 
AFS Investments 
L&R Loans and mortgages 
OFL Borrowings, deposits, accrued interest, payables and subordinate debentures 

Cash and cash equivalents  

Cash and cash equivalents include cash on hand, and balances with financial institutions. 

Investments 

Investments have been designated as available for sale.  Investments are initially recorded at cost with premiums and 
discounts amortized to maturity.  Investments are reported at market value with any unrealized gains or losses reported in 
OCI.

Investment income is recognized on an accrual basis.  Realized gains and losses on the disposal of securities are 
included in investment income.  All securities are held for investment purposes. 

Notes to Financial Statements – December 31, 2010
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Loans and mortgages 

Loans and mortgages have been designated as loans and receivables.  Loans and mortgages are net of allowances 
established to recognize anticipated losses.  The amount provided for anticipated loan losses is determined by reference 
to specific loans or mortgages in arrears and by the judgement of management. 

A general allowance has been established to provide for losses on loans and mortgages where past experience and 
existing economic and portfolio conditions indicate that losses have occurred, but where such losses cannot be 
specifically identified on an account-by-account basis. 

Real estate held for resale is carried at the market value of the loan or mortgage foreclosed, adjusted for estimates of 
revenues to be received and costs to be incurred subsequent to foreclosure, and the estimated net proceeds from the 
sale of the assets. 

Mortgage securitization 

The Company periodically securitizes mortgages by selling mortgages to special-purpose vehicles or trusts that in turn 
issue securities to investors.  These transactions are accounted for as sales when the significant risks and rewards of 
ownership have been transferred and there is reasonable assurance regarding the measurement of the consideration 
derived from the sale.  No gain or loss on the initial sale has been recorded by the Company as a result of these 
transactions.   

Fees earned to service the securitized mortgages are recognized as services are provided and reported in earnings as 
other income. 

The Securitization Agreement provides for the payment to the Company of the deferred proceeds of sale when the 
interest collected from borrowers exceeds the yield paid to investors on the assets, credit losses, and other costs. 

Fixed assets 

Fixed assets are carried at cost less accumulated depreciation.  Depreciation is calculated using the straight-line method 
over the estimated useful lives of the related assets at the following rates: 

Leasehold improvements 2-10% 

Furniture and equipment 20-33% 

Revenue recognition 

Interest accrued on loans and mortgages is recognized in earnings except where a loan or mortgage is classified as 
impaired.  Loans and mortgages are classified as impaired at the earlier of when, in the opinion of management, there is 
reasonable doubt as to the collectibility of principal or interest, or when interest or principal is contractually past due 90 
days, unless the loan or mortgage is both well secured and in the process of collection.  Interest received on an impaired 
loan or mortgage is recognized in earnings only if there is no longer doubt as to the collectibility of principal. 

The Company periodically sells mortgages.  Gains or losses, net of a servicing fee, are recognized on transfers of 
mortgages to other parties when the Company has transferred the significant risks and rewards of ownership.   

Servicing fees are calculated as a percentage of the carrying value of the mortgages as at the date of sale.  A servicing 
liability is recognized as a deferred administration fee and is recorded on the balance sheet under Obligations related to 
mortgages.  This deferred administration fee is amortized to other income over the average term of the mortgages sold.  

Income taxes 

Future tax assets and liabilities are determined based on differences between the financial reporting and tax bases of 
assets and liabilities, and measured using the substantially enacted tax rates and laws that will be in effect when the 
differences are expected to reverse. 

Notes to Financial Statements – December 31, 2010
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International financial reporting standards (IFRS)  

In March 2009, the Canadian Accounting Standards Board (AcSB) reconfirmed in its second omnibus Exposure Draft that 
IFRS will replace Canadian Generally Accepted Accounting Principles (GAAP) for publicly accountable enterprises for 
interim and annual periods beginning on or after January 1, 2011, including the restatement of the comparative period 
financial statements on the same basis. As a federally regulated financial institution the Company is specifically scoped 
into the definition of a publicly accountable enterprise.  As such, the Company will be required to prepare its 2011 financial 
statements including comparative information for 2010 in compliance with IFRS.   

The Company’s IFRS implementation project plan includes three phases: (1) Scope, (2) Plan, Design and Build, and (3) 
Implement and Review. The first two phases have been completed and the third phase is well underway.  The standards 
that are expected to have a significant impact on the Company’s recognition, measurement, presentation and disclosure 
of its financial statements have been identified.  

Management has conducted an assessment of the differences between the Company’s current accounting policies and 
those provided by IFRS, as well as the elections and policy choices available on adoption.  The assessment included a 
consideration of: 

 Financial statement impact 
 Complexity to quantify / amend 
 Additional disclosures required 
 Impact on capital 
 Tax impact 
 Impact on systems, processes and controls 

In the second phase of the project the Company prepared position papers on the key areas identified as having a 
potentially significant impact: 

 Loan loss provisioning 
 Financial instruments 
 Employee benefits 
 Property plant & equipment 
 Securitizations 
 Business combinations 

These position papers were reviewed and approved by the Audit Committee of the Board in 2010.  The third phase of the 
project, which will continue through 2011, includes the final determination of restated balances as at January 1st, 2010 for 
comparative statements, and the development of new note disclosures for 2011.  

Management has determined that the changes are not expected to have a significant impact on reported balances.  The 
greatest impact is expected to be in the nature of additional disclosures. 

Managements’ analysis of changes and policy decisions reflect accounting standards in effect at the time of the 
Company’s transition.  Significant changes to IFRS accounting standards are expected to be issued by the International 
Accounting Standards Board (IASB) in the future.  As a result, there is some uncertainty regarding the expected 
accounting standards that will ultimately be in place as at December 31, 2011, and therefore applicable to the Company’s 
first IFRS financial statements, including comparatives and opening IFRS balance sheet.  The Company’s IFRS project 
plan includes activities to ensure management monitors these changes.    

Comparative figures 

Certain comparative figures have been reclassified to conform with the presentation adopted for 2010. 

Notes to Financial Statements – December 31, 2010
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2.  Risk management 

The Company has an enterprise-wide approach to the identification, measurement, monitoring and management of risks 
faced across the organization.  Authority for all risk-taking activities rests with the Board of Directors (Board), which 
approves risk management policies, delegates’ limits and regularly reviews management’s risk assessments and 
compliance with approved policies.  Qualified professionals throughout the Company manage these risks through 
comprehensive and integrated control processes and models, including regular review and assessment of risk 
measurement and reporting processes.   

The various processes within the Company’s risk management framework are designed to ensure that risks in the various 
business activities are properly identified, measured, assessed and controlled.  Internal Audit reports independently to the 
Audit, Risk & Conduct Review Committee of the Board on the effectiveness of the risk management policies and the 
extent to which internal controls are in place and operating effectively. 

The Management Finance Committee (MFC) is responsible for the review and evaluation of the financial risks and 
performance of the Company, including the management of: 

 Credit risk 

 Liquidity  

 Interest rate risk  

 Foreign exchange 

 Investment portfolio 

 Derivatives 

 Large exposures 

 Capital 

The MFC reviews financial risk management policies, recommends changes to policies and procedures as appropriate, 
and monitors compliance with financial policies.    

The Asset Liability Management Committee (ALCO) has been established to ensure the effective and prudent 
management of the Company’s financial assets and liabilities.  ALCO will achieve this by developing and implementing 
financial strategies and related processes consistent with the short and long term goals set by the Board.   

Credit Risk 

Credit risk is the potential for loss due to the failure of a borrower, endorser or guarantor to fulfill its payment obligation to 
the Company.   

The Company has established policies and procedures for credit risk management.  Management of credit risk requires 
prudent and conservative underwriting criteria administered by well-trained and experienced personnel.  Credit risk 
management practices also include consistent and timely collection procedures, conservative analysis of property 
appraisals, and a realistic loan allowance process to provide a regular evaluation of the loan portfolio.  Credit policies are 
reviewed and approved annually by the Board.  Management regularly reviews its credit procedures to ensure they 
provide extensive, up-to-date guidance for the underwriting and administration of all types of loans.   

All loans are risk rated at the time of approval, and periodically thereafter.  Loans with higher risk require more intensive 
analysis and higher levels of approval.  The Credit Committee of the Board reviews all loans above the lending limits of 
management.   

The Company maintains both specific and general allowances for credit losses.  Specific allowances are established 
based on management’s knowledge of the property and prevailing conditions.  General allowances are maintained to 
cover any impairment in the loan portfolio that cannot yet be associated with specific loans.  The general allowance is 
determined based on the Company’s risk weighted portfolio and other factors including an assessment of market risk. 

Management regularly monitors the Company’s credit risk and reports to the Board on a quarterly basis. 

Notes to Financial Statements – December 31, 2010
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Liquidity Risk 

Liquidity risk is the risk of being unable to meet financial commitments without having to raise funds at unreasonable 
prices or sell assets on a forced basis.  The Company has established policies to ensure the Company is able to generate 
sufficient funds to meet all of its financial commitments in a timely and cost-effective manner.  In addition, a liquidity plan
is prepared which forecasts the amount of liquidity required and the sources that will be used to fund those requirements.  
These policies and plans are annually reviewed and approved by the Board.   

The Company’s liquidity management practices include: 

 Ensuring the quality of investments acquired for liquidity purposes meet very high standards  

 Matching the maturities of assets and liabilities  

 Diversifying funding sources  

 Establishing and maintaining minimum liquidity reserves  

 Monitoring actual cash flows on a daily basis  

 Forecasting future cash flow requirements 

 Utilizing lines of credit to fund temporary needs and selling or securitizing mortgage pools to meet longer term 
requirements 

 Scenario testing and contingency planning  

Management monitors the Company’s liquidity position daily and reports to the Board on a quarterly basis.   

Market Risk 

Market risk is the risk of loss that results from changes in interest rates, foreign exchange rates, equity prices and 
commodity prices.  Market risk exposures are managed through policies, standards and limits established by the Board, 
which are formally reviewed and approved annually.   

The Company uses a variety of techniques to identify, measure and control market risk.  Derivatives may be used only to 
offset clearly identified risks.  The Company has developed standards regarding the use of derivative products.   

Interest rate risk is the risk that a movement in interest rates will have on the financial condition of the Company.  The 
Company’s interest rate risk policies include limits on the allowable variation in forecasted financial margin due to interest 
rate changes.  The Company manages and controls interest rate risk primarily by managing asset/ liability maturities; 
however, off-balance sheet techniques such as interest rate risk contracts may be used to hedge against specific interest 
rate exposures.   

The Company measures interest rate risk through gap and simulation analysis on a quarterly basis.  Gap analysis 
measures the difference between the amount of assets and liabilities repricing in specific time periods.  Income simulation 
models are used to measure interest rate exposure under various assumptions about interest rates, products, volumes 
and pricing. 
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Notes to Financial Statements – December 31, 2010



19Annual REPORT – 2010

Sensitivity analysis of an interest rate increase and decrease of 100 basis points is disclosed in the table below.   

Earnings at Risk over the next 12 months as at December 31:  

(Dollars) 2010 2009 

100 basis point increase (412,000)     (331,000)
100 basis point decrease 388,000      214,000

Management provides quarterly reports to the Board on interest rate risk.  The Board has established limits on the 
Company’s maximum exposure to interest rate risk, and the Company’s earnings at risk were within this limit. 

3.  Investments 

2010 2010 2009 2009
Cost Market Value Cost Market Value 

Provincial and provincially guaranteed bonds $ 2,360,977     $ 2,899,710     $ 4,617,793     $ 5,185,213     
Corporate bonds 16,222,621    16,606,190    9,655,288     10,047,758    
Co-operative deposits 7,230,290     7,473,740     2,135,303     2,240,245     
Co-operative securities 4,125            4,125            4,125            4,125            
Corporate shares 50,000          156,750        50,000          125,350        

$ 25,868,013    $ 27,140,515    $ 16,462,509    $ 17,602,691    

Notes to Financial Statements – December 31, 2010
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4.  Loans and mortgages 
Total Impaired Total Specific Net 

Loans Loans Allowance Allowance Loans 
2010 (included in  

to ta l a llo wance)

Residential insured $ 326,874,629    $ -                 $ 465,384      $ -                   $ 326,409,245
Residential uninsured 130,430,639    141,827      470,845      9,283            129,959,794
Non-residential 65,741,102      1,128,953   1,066,978    305,866        64,674,124
Real estate held for sale 819,944          -                 -                 -                   819,944          

523,866,314    1,270,780   2,003,207    315,149        521,863,107
Less:  under administration:
  Residential insured 60,194,925      -                 -                 -                   60,194,925
  Residential uninsured 5,030,492       -                 -                 -                   5,030,492        
  Non-residential 4,652,396       -                 -                 -                   4,652,396        

69,877,813      -                 -                 -                   69,877,813
$ 453,988,501    $ 1,270,780   $ 2,003,207    $ 315,149        $ 451,985,294

2009 

Residential insured $ 320,809,046    $ -                 $ 495,270      $ -                   $ 320,313,776
Residential uninsured 136,350,056    532,269      507,956      50,438          135,842,100
Non-residential 64,811,660      -                 694,456      -                   64,117,204
Real estate held for sale 1,053,242       -                 -                 -                   1,053,242        

523,024,004    532,269      1,697,682    50,438          521,326,322
Less:  under administration:
  Residential insured 60,901,951      -                 -                 -                   60,901,951
  Residential uninsured 4,941,099       -                 -                 -                   4,941,099        
  Non-residential 5,564,676       -                 -                 -                   5,564,676        

71,407,726      -                 -                 -                   71,407,726
$ 451,616,278    $ 532,269      $ 1,697,682    $ 50,438          $ 449,918,596

Continuity of allowance for loan losses 2010 2009 
Allowance, beginning of year $ 1,697,682    $ 1,921,066        
Write-offs -                 (189,035)         
Recoveries 124,635      -                     
Loan loss provisions (recoveries) 180,890      (34,349)           
Allowance, end of year $ 2,003,207    $ 1,697,682        

The following is an analysis of loans that are impaired or may become impaired based on the age of repayments 
outstanding: 

2010 2009 
31 to 60 days $ 1,875,327    $ 770,764          
61 to 90 days 137,894      417,709          
91 to 120 days 1,201,647    244,708          
over 120 days 33,457        207,477          

$ 3,248,325    $ 1,640,658        
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5.  Fixed assets 

2010 2009 
Accumulated Net Net 

Cost Depreciation Book Value Book Value 
Leasehold improvements $ 34,200        $ 10,545        $ 23,655        $ 27,075        
Furniture and equipment 111,362      60,144        51,218        84,791        

$ 145,562      $ 70,689        $ 74,873        $ 111,866      

6.  Credit facilities 

The Company has established an unsecured operating line of credit with the Credit Union Central of Nova Scotia, bearing 
interest at prime, up to an amount of $20,000,000.  At December 31, 2010 the amount outstanding on this facility was 
$8,223,677 (2009 - $3,044,729).   In 2010 the Company also established a line of credit with Central 1 secured by an 
assignment of residential mortgages, bearing interest at prime, up to an amount of $25,000,000.  At December 31, 2010 
the amount outstanding on this facility was nil.  

7.  Deposits 

2010 2009
Registered $ 7,497,923           $ 7,402,181           
Other deposits 6,264,478           5,891,488           
Total demand 13,762,401         13,293,669         
Registered 164,775,854       162,491,883       
Other term deposits 247,630,854       245,351,441       
Total term 412,406,708       407,843,324       

$ 426,169,109       $ 421,136,993       

8.  Capital stock 

Authorized capital stock is as follows: 

 Authorized: 

Common shares  Unlimited common shares with no par value 

Preferred A shares Unlimited non-cumulative, redeemable, non-retractable voting preferred A shares 
with no par value 

Preferred B shares Unlimited non-cumulative, non-voting  preferred B shares with no par value 

The consideration for any shares issued or redeemed is cash. 
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9.  Related party transactions 

a) The Company has a contract with its parent, Credit Union Central of Nova Scotia (Central), for the receipt of 
administrative, management and other services.  The Companies also transact other business in the ordinary course 
of operations. The following transactions and balances are measured at the exchange amount: 

2010 2009 

Expenses and fees related to the management contract $ 1,992,000         $ 1,896,000        
Interest income 141,324           269,415          
Interest expense 315,392           424,546          
Rental and other expenses 357,865           252,913          
Dividend expense 15,000             15,000            
Deposits (overdrafts) held by Central (3,052,248)        (3,044,729)       
Deposits by Central 20,000,000       20,000,000      
Accounts payable to Central 474,855           250,058          

Balances relating to mortgages sold:

Interest on mortgages under administration 922,471           1,370,734        
Other income 75,049             104,203          
Mortgages under administration 14,060,798       20,953,794      
Obligations related to mortgages 605,494           616,584          

b) In the ordinary course of business, the Company transacts business with League Data Limited, a related company by 
virtue of common ownership. The following transactions and balances are measured at the exchange amount: 

2010 2009 

Computer services $ 308,720           $ 291,736          
Accounts payable to League Data Limited -                      23,625            

10.  Commitments and contractual obligations 

a) Management fees 

Credit Union Central of Nova Scotia provides services under the following services agreements: 

 Expires Renewal  Fees 
Executive Agreement  2014 Automatic renewal for 5 years $250,000 
Management Agreement 2011 Automatic renewal for 1 year term Amount determined annually 
Information Technology 
Services 

2014 Automatic renewal for 5 years Amount determined annually 

b) Approved mortgages 

At December 31, 2010 the Company had approved mortgages in the amount of $10,030,070 (2009 - $18,491,814) which 
have not been advanced. 
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c) Rental of premises 

The Company is committed to pay annual lease payments for rental space for premises as follows: 

2011 2012 
$ 94,829     $ 30,990

11.  Capital requirements 

The Company manages its capital under guidelines established by the Office of the Superintendent of Financial 
Institutions (OSFI), based on standards issued by the Bank for International Settlements, Basel Committee of Banking 
Supervisors.  OSFI has adopted capital guidelines based on the standards known as Basel II, which became effective in 
2008.  Pillar 1 of the Basel II framework defines minimum capital requirements, while Pillar 2 addresses standards for the 
management of capital requirements.  

Capital requirements are determined based on exposures to credit risk, operational risk, and for entities with significant 
trading activity, market risk.  The standards provide different methodologies for the calculation of risk exposures based on 
a company’s relative size and sophistication.  The Company has implemented the Standardized Approach for credit risk, 
and the Basic Indicator Approach (BIA) for operational risk.  The Company is not subject to the requirements for market 
risk. 

Regulatory capital is allocated to two tiers: Tier 1 and Tier 2.  Tier 1 comprises the more permanent components of capital 
and consists primarily of common shares, non-cumulative preferred shares, retained earnings and contributed surplus.  
Tier 2 capital, which is primarily composed of subordinated notes, is limited to 50% of Tier 1.  Based on Pillar 1 of the 
Basel II framework, OSFI has established two standards: maximum assets to capital multiple and a minimum risk based 
capital ratio. The first test provides an overall measure of the adequacy of a Company’s capital. The second measure 
focuses on risk faced by the Company.  

Pillar 2 of the Basel II framework requires that institutions have a process in place to make an internal assessment of its 
overall capital position relative to its own unique circumstances and risk profile. This process, referred to as ICAAP, is 
approved by the Company’s Board. The Company’s internal capital requirements have been calculated in accordance 
with the approved ICAAP.  In particular, the Company’s internal capital limits are adjusted based on an annual 
assessment of the Company’s risk profile as identified in an Enterprise Risk Management framework.   

Capital ratios are monitored regularly and reported to the Board quarterly.  The Capital Management Plan, which 
forecasts capital requirements and includes contingency plans in the event of unanticipated changes, is reviewed by the 
Board annually.  At December 31, capital ratios and assets to capital multiple were as follows: 
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2010 2009 
OSFI Statutory Tier 1 minimum 4% 4%
OSFI Target Tier 1 minimum 7% 7%
Actual Tier 1 ratio 19.93% 20.13%

Tier 1 ICAAP Requirement $ 14,964,000 $ 14,436,000
Actual Tier 1 Capital $ 28,893,000 $ 28,423,000

OSFI Statutory Total Capital minimum 8% 8%
OSFI Target Total Capital minimum 10% 10%
Actual Total Capital ratio 24.87% 25.19%

OSFI Maximum Capital Multiple 20               20                
Actual Capital Multiple 13.41          13.24

Total Capital ICAAP Requirement $ 19,314,000 $ 18,640,000
Actual Total Capital $ 36,059,000 $ 35,568,000

The Company’s capital ratios have been in compliance with the regulatory requirements throughout the year. 

12.  Assets under administration 

Assets under administration, which include mortgages under administration and a mutual fund portfolio, are not the 
property of the Company and are not reflected in the balance sheet. At December 31, the Company had assets under 
administration as follows: 

2010 2009 
Mortgages under administration $ 69,877,813 $ 71,407,726
Mutual funds -                    2,692,876       

$ 69,877,813 $ 74,100,602

13.  Financial instruments 

a) Interest rate risk 

The Company earns and pays interest on certain assets and liabilities.  To the extent that the assets, liabilities and 
financial instruments mature or reprice at different points in time, the Company is exposed to interest rate risk.  The table 
below summarizes carrying amounts of balance sheet instruments by the earlier of the contractual repricing or maturity 
dates. 

An estimate of prepayments has been determined by management and includes the estimated principal portion of regular 
mortgage payments and full payouts of mortgage loans during their term based upon historical trends for these types of 
payments. 
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(Reported in $000's) Within 3 Months 1 Year Over 5 Non-interest Average
3 Months to 1 Year to 5 Years Years Sensitive Total Rate

2010 %
Assets
Cash and investments $ 2,362      $ 2,119        $ 21,334     $ -         $ 1,344      $ 27,159     4.33
Loans 20,613    62,639      370,657   -         (1,924)     451,985   5.45
Other assets -             -               -             -         4,290      4,290      

$ 22,975    $ 64,758      $ 391,991   $ -         $ 3,710      $ 483,434   
Liabilities and equity
Borrowings $ 8,224      $ -               $ -             $ -         $ -             $ 8,224      3.00
Deposits

Fixed 30,197    161,699     220,511   -         -             412,407   2.76
Variable 13,762    -               -             -         -             13,762     1.00

Other liabilities -             -               -             -         9,838      9,838      
Obligations related to
   mortgages -             -               -             -         2,385      2,385      
Equity and subordinated
   debentures -             -               -             -         36,818     36,818     

$ 52,183    $ 161,699     $ 220,511   $ -         $ 49,041     $ 483,434   

Subtotal $ (29,208)   $ (96,941)     $ 171,480   $ -         $ (45,331)    $ -             
Prepayment estimate 13,900    41,699      (55,599)    -         -             -             
Excess (deficiency) $ (15,308)   $ (55,242)     $ 115,881   $ -         $ (45,331)    $ -             

Within 3 Months 1 Year Over 5 Non-interest Average
3 Months to 1 Year to 5 Years Years Sensitive Total Rate

2009 %
Assets
Cash and Investments $ 2,454      $ 2,257        $ 11,697     $ -         $ 1,209      $ 17,617     4.78
Loans 20,864    64,316      366,437   -         (1,698)     449,919   5.71
Other assets -             -               -             -         3,319      3,319      

$ 23,318    $ 66,573      $ 378,134   $ -         $ 2,830      $ 470,855   
Liabilities and equity
Borrowings $ 3,045      $ -               $ -             $ -         $ -             $ 3,045      2.25
Deposits

Fixed 31,612    169,379     206,852   -         -             407,843   3.05
Variable 13,294    -               -             -         -             13,294     0.88

Other liabilities -             -               -             -         9,138      9,138      
Obligations related to
   mortgages -             -               -             -         1,275      1,275      
Equity and subordinated
   debentures -             -               -             -         36,260     36,260     

$ 47,951    $ 169,379     $ 206,852   $ -         $ 46,673     $ 470,855   

Subtotal $ (24,633)   $ (102,806)    $ 171,282   $ -         $ (43,843)    $ -             
Prepayment estimate 13,742    41,224      (54,966)    -         -             -             
Excess (deficiency) $ (10,891)   $ (61,582)     $ 116,316   $ -         $ (43,843)    $ -             
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b) Interest rate swap agreements 

The Company may enter into interest rate swap agreements as a component of its overall risk management strategy.  
These agreements are contractual arrangements between two parties to exchange a series of cash flows.  In an interest 
rate swap agreement, counterparties generally exchange fixed and floating rate interest payments based on a notional 
value.  The primary risks associated with these contracts are the exposure to movements in interest rates and the ability 
of the counterparties to meet the terms of the contract.  Interest rate swap agreements are used to manage interest rate 
risk by modifying the repricing or maturities of assets and liabilities.  Interest rate swap agreements are considered 
financial derivatives and are recorded at fair value.  Income and expenses on interest rate swap agreements are 
recognized over the life of the contract as an adjustment to interest expense.  Accrued expenses are recorded in accrued 
interest payable.  There were no interest rate swap agreements outstanding at December 31. 

c) Fair value 

The following table presents the fair value of on and off balance sheet financial instruments of the Company based on the 
valuation methods and assumptions set out below.  Fair value represents the amount at which a financial instrument could 
be exchanged in an arm’s length transaction between willing parties under no compulsion to act and is best evidenced by 
a quoted market price, if one exists.  Quoted market prices are not available for a significant portion of the Company’s 
financial instruments.  

The fair values disclosed exclude the values of assets and liabilities that are not considered financial instruments such as 
land, buildings and equipment.  In addition, items such as the value of intangible assets such as customer relationships 
which, in management’s opinion add significant value to the Company are not included in the disclosures below.   

A three-tier hierarchy is used as a framework for disclosing fair values based on inputs used to value the Company’s 
financial instruments recorded at fair value.  Valuation methods used in this framework are categorized under the 
following fair value hierarchy: 

 Level 1 – Quoted prices for active markets for identical financial instruments. 
 Level 2 – Quoted prices for similar instruments in active markets; quoted prices for identical or similar financial 

instruments in markets that are not active; and model-derived valuations in which all significant inputs are 
observable in active markets. 

 Level 3 – Valuations derived from valuation techniques in which one or more significant inputs are not based on 
observable market data. 

The carrying value of cash and cash equivalents approximate their fair value as they are short term in nature or are 
receivable on demand.  For investments, corporate shares are valued using quoted market prices (Level 1); bonds and 
co-operative deposits are valued using market prices provided by 3rd party brokers (Level 2); and co-operative securities 
are carried at cost.     

There have been no transfers between Level 1 and 2 during the year. 

For variable rate loans and deposits the carrying value is also considered to be a reasonable estimate of fair value.  For 
fixed rate loans and mortgages, and deposits, the fair value is calculated using a discounted cash flow model, based on 
weighted average interest rates and the term to maturity of the instrument.  The discount rates applied were based on the 
current market rate offered for the average remaining term to maturity.  

The calculation of estimated fair values is based on market conditions at a specific point in time and may not be reflective 
of future fair values. 
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2010 2009
Estimated Estimated 

Cost Fair Value Cost Fair Value 
Assets
Cash and cash equivalents $ 17,637             $ 17,637            $ 14,248         $ 14,248         
Investments 25,868,013       27,140,515      16,462,509   17,602,691
Loans and mortgages 451,985,294     452,218,079    449,918,596 452,606,030
Accrued interest 1,935,129        1,935,129        1,852,725     1,852,725     

Liabilities
Borrowings $ 8,223,677        $ 8,223,677        $ 3,044,729     $ 3,044,729     
Deposits 426,169,109     434,772,683    421,136,993 433,162,619
Accrued interest 4,889,332        4,889,332        5,633,066     5,633,066     
Obligations related to mortgages 2,384,994        2,384,994        1,275,496     1,275,496     

14.  Other income 

Other Income includes the following: 

2010 2009
Lending services fees $ 1,368,325     $ 1,377,813     
Lending services expenses (648,791)       (422,870)       
Investment services fees 28,371          58,809          
Investment services expenses (487,604)       (336,469)       
Other 38,435          33,552          

$ 298,736        $ 710,835        
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15.  Income taxes 

The components of income tax expense (recoveries) are as follows: 

2010 2009 
Current income taxes $ 689,709             $ 727,914             
Future income taxes (135)                   15,081               
Income taxes $ 689,574             $ 742,995             

The components of the future income tax asset are as follows: 

2010 2009 
Future income tax assets

Property and equipment $ 29,812               $ 25,190               
Allowance for impaired loans 539,989             547,499             
Other 273                    301                    

Total future income tax assets $ 570,074             $ 572,990             

Future income tax liabilities

Other $ 2,747                 $ 5,798                 
$ 2,747                 $ 5,798                 

Net future income tax asset $ 567,327             $ 567,192             

The provision for income taxes differs from the result which would be obtained by applying the combined Canadian 
Federal and Provincial statutory income tax rates to income before taxes.  This difference results from the following: 

2010 2009 
Income before income taxes $ 1,593,972           $ 1,698,192           
Statutory income tax rate 42.92% 43.15%
Expected income tax 684,133             732,779             

Effect on income tax of:
General rate reduction credit (140,560)            (134,620)            
Nova Scotia Capital tax, net of related tax impact 17,423               28,399               
New Brunswick Capital tax, net of related tax impact 82,853               91,716               

Non -taxable dividends (2,704)                (2,704)                
Permanent tax differences 6,223                 6,533                 
Rate adjustments and other 42,206               20,892               

Total income tax expense $ 689,574             $ 742,995             

Notes to Financial Statements – December 31, 2010
Notes to Financial Statements – December 31, 2010



29Annual REPORT – 2010

16.  Subordinated debentures 

Series B debentures are unsecured and subordinated to all other indebtedness of the Company. The minimum interest 
rate is equal to 1.5 times the dividend rate on the Preferred A shares.  Series B debentures are convertible into Preferred 
A shares at the option of the holder and redeemable at the option of the Company after the fifth anniversary of the date of 
issue, subject to the approval of the Office of the Superintendent of Financial Institutions. 

Maturity Earliest 
Date Redemption 2010 2009

Issued Amount Issued Amount 

Series B December 31, 2024 December 31, 2009 7,102     $ 7,102,000    7,102  $ 7,102,000

During the year there were no subordinated debentures issued or redeemed.

17.  Obligations related to mortgages  

Obligations related to mortgages consist of the deferred administration fee on mortgage sales and monthly remittances 
due to the purchaser.  The balances outstanding at December 31 are as follows: 

2010 2009 
Deferred income $ -                 $ -               
Monthly remittances due 2,384,994    1,275,496
Obligations related to mortgages $ 2,384,994    $ 1,275,496
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Raymond Surette Kevin Murphy

James Gannon
Vice-Chair

Jim MacFarlane
Chair

Ken Shea

Marg HarveyMarc LeClair Charles Parker

Kevin MacAdam

Dan HonnorDoug Dewling

Sound governance and ethical behaviour begins with our 
Board of Directors, which represents and is accountable to our 
shareholders and assumes responsibility for the stewardship of 
League Savings and Mortgage Company. The Board of Directors 
is responsible for overseeing the management of the business 
and affairs of League Savings with the objective of enhancing 
both shareholder and stakeholder value. Among its many specifi c 
duties, the Board approves strategic plans and objectives, 
provides advice, counsel and oversight to the President and CEO, 
oversees the ethical, legal and social conduct of League Savings, 
oversees the risk management of the company and reviews the 
company’s ongoing fi nancial performance.

Board Composition
The Board of Directors ensures that appropriate structures 
and procedures are in place so that it functions independently 
of management. In 2010, the Board was comprised of 11 
representatives, two elected at large from New Brunswick, 
one elected at large from each of Nova Scotia, Newfoundland 
and Labrador and Prince Edward Island and six representatives 
appointed by the company’s parent, Credit Union Central of 
Nova Scotia. Directors are elected for three-year terms, and no 
employee may sit as a director.

The following individuals serve as the Board of Directors of 
League Savings:

The Board and each committee meet once each quarter. The 
Board also meets at other times when matters requiring its 
approval or consideration are raised and it is not possible or 
prudent to wait for the next regularly scheduled meeting. The 
Board of Directors met fi ve times in 2010.

Committees of the Board
The Board has established three standing committees: Executive; 
Audit, Risk and Conduct Review; and Governance.

Executive Committee:  Its three members include the Board Chair 
and Vice-Chair and one director elected by a vote of the Board. 
This committee is responsible for addressing matters in between 
scheduled Board meetings that require immediate attention, and 
for approving credit applications that are above management 
lending limits.  

Committee Members: Jim MacFarlane (Chair), James Gannon 
(Vice-Chair) and Ray Surette.

Audit, Risk and Conduct Review Committee: It has fi ve members. As 
an Audit Committee, it is responsible to ensure that management 
has designed and implemented an effective system of fi nancial 
management and related internal controls. It also reviews 
and reports on the audited fi nancial statements and ensures 
compliance with certain regulatory and statutory requirements. 
It is also responsible to meet periodically with internal and 
external auditors. As a Risk Committee, it is responsible for 
ensuring that management has developed and maintained an 
effective Enterprise Risk Management Framework for evaluating 
the business strategies being used for allocation of human, 
capital and other resources.  As a Conduct Review Committee, 
it is responsible to ensure that management has developed and 
adheres to confl ict of interest and related party procedures.

Committee Members: Kevin Murphy (Chair), Dan Honnor, 
Ken Shea, Doug Dewling and Marc LeClair.

Governance Committee: Its six members are responsible for 
reviewing and recommending changes, as appropriate, to 
the governance structure of League Savings. In addition, 
this committee ensures Board decisions and positions are 
appropriately translated into documented policies. The 
committee reviews minutes of meetings, interprets the Board’s 
position on issues and uses management resources in the 
development of Board policies. Policies developed by the 
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committee are forwarded to the Board for its consideration and 
approval. The Committee oversees the nomination process for 
the Board of Directors including reviewing the  qualifi cations 
of potential candidates for election to the Board and 
recommending the slate of nominees for inclusion in the proxy 
circular to the annual shareholders’ meeting. The committee is 
responsible for overseeing the director evaluation process, and 
for establishing and monitoring the orientation program for 
new directors, as well as the monitoring of ongoing training and 
development of Board members.

Committee Members: Marg Harvey (Chair), Kevin MacAdam, 
Raymond Surette, Charles Parker and James Gannon.

Attendance at Board and Committee Meetings
The Board of Directors recognizes the importance of each 
individual director’s participation at Board and committee 
meetings.  Every director is expected to attend all Board and 
committee meetings unless specifi cally exempted by the Chair.  
The table following sets out the attendance of each Board 
member at Board and committee meetings throughout 2010:

*Table Offi cer 
1  A member of the Executive/HR Committee.
2  A member of the Audit, Risk & Conduct Review Committee.
3  A member of the Governance Committee.
4  A member of the Governance Committee and elected to the Executive/HR Committee in 
    April 2010.
5  Elected to the Governance Committee in April 2010.
6  A member of the Executive/HR Committee, and a member of the Governance Committee.
7  A member of the Audit, Risk & Conduct Review Committee. 
8  Commenced Board term and elected to the Audit, Risk & Conduct Review Committee in 
    April 2010.
9  A member of the Audit, Risk & Conduct Review Committee.
10 A member of the Audit, Risk & Conduct Review Committee.
11 A member of the Governance Committee

Board and Director Evaluations
As part of its commitment to ongoing development and 
improvement, the Board of Directors conducts an annual self-
evaluation. There are two components to the evaluation: the 
evaluation of the whole Board and the self-evaluation of each 
director. The results of these evaluations are used to guide the 
training and development agenda for the Board in the upcoming 
year.

Evolving Governance Practices
At League Savings and Mortgage Company, we recognize that 
our governance standards must not only evolve to respond 
to changes in our company, stakeholder expectations and 
regulatory requirements, but also to ensure that the company 
and its stakeholders receive the benefi t of exceptional 
governance practices. Board and management continually 
monitor developments in corporate governance and are 
committed to ongoing training and development to ensure that 
League Savings continues to lead the credit union network with 
its governance practices.

Name Board and 
Planning 
Session

Audit, Risk 
& Conduct 

Review 
Committee

Executive/HR
Committee

Governance
Committee

System 
Credit

Committee

*Jim MacFarlane1 5/5 - - -

Marc LeClair2 5/5 4/5 - -

*Marg Harvey3 5/5 - - 3/4

Raymond Surrette4 5/5 - - 4/4

Charles Parker5 5/5 1/1 - 3/3

*James Gannon6 5/5 - - 4/4

Kevin Murphy7 5/5 5/5 - -

Ken Shea8 4/4 4/4

Dan Honnor9 5/5 5/5 - 1/1

Doug Dewling10 5/5 5/5 - -

Kevin MacAdam11 5/5 - - 4/4
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