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Management's Responsibility

To the Members of Ladysmith & District Credit Union:

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including
responsibility for significant accounting judgments and estimates in accordance with International Financial Reporting Standards and
ensuring that all information in the annual report is consistent with the statements. This responsibility includes selecting appropriate
accounting principles and methods, and making decisions affecting the measurement of transactions in which objective judgment is
required.

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements, management designs and
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation of
consolidated financial statements.

The Board of Directors and Audit Committee are composed primarily of Directors who are neither management nor employees of the
Credit Union. The Board is responsible for overseeing management in the performance of its financial reporting responsibilities, and for
approving the financial information included in the annual report. The Audit Committee has the responsibility of meeting with
management and external auditors to discuss the internal controls over the financial reporting process, auditing matters and financial
reporting issues. The Committee is also responsible for recommending the appointment of the Credit Union's external auditors.

MNP LLP is appointed by the members to audit the consolidated financial statements and report directly to them; their report follows. The
external auditors have full and free access to, and meet periodically and separately with, both the Committee and management to
discuss their audit findings.

March 22, 2016

Chief Executive Officer

Nicole.Rempel
Stamp



Independent Auditors’ Report

To the Members of Ladysmith & District Credit Union:

We have audited the accompanying consolidated financial statements of Ladysmith & District Credit Union and its subsidiaries, which
comprise the consolidated statement of financial position as at December 31, 2015, and the consolidated statements of profit,
comprehensive income, changes in members' 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 consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility
Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the consolidated 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
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the consolidated 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 consolidated financial statements present fairly, in all material respects, the financial position of Ladysmith & District
Credit Union and its subsidiaries as at December 31, 2015 and their financial performance the results of their operations and their cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Abbotsford, British Columbia

March 22, 2016 Chartered Professional Accountants

300 - 32988 South Fraser Way, Abbotsford, British Columbia, V2S 2A8, Phone: (604) 853-9471, 1 (877) 853-9471



Ladysmith & District Credit Union
Consolidated Statement of Financial Position

As at December 31, 2015

2015 2014

Assets
Cash and cash equivalents (Note 5) 5,849,168 1,688,026
Financial investments (Note 6) 20,327,942 21,227,004
Derivative financial instruments (Note 7) 662,647 590,642
Trade and other receivables (Note 8) 705,025 601,803
Income taxes recoverable 4,971 50,808
Loans to members (Note 9) 121,475,165 116,472,852
Deferred tax assets (Note 14) 19,900 19,900
Property classified as held for resale (Note 10) 182,229 548,356
Premises and equipment (Note 11) 3,532,788 4,239,310
Intangible assets (Note 12) 1,389,731 946,937

154,149,566 146,385,638

Liabilities
Member deposits (Note 13) 145,128,683 137,661,902
Other liabilities (Note 16) 466,599 505,763
Deferred tax liabilities (Note 14) 240,000 168,000

145,835,282 138,335,665

Contingencies (Note 24)

Members' equity
Retained earnings 7,797,460 7,454,461
Accumulated other comprehensive income 516,824 595,512

8,314,284 8,049,973

154,149,566 146,385,638

Approved on behalf of the Board

Director Director

The accompanying notes are an integral part of these financial statements
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Ladysmith & District Credit Union
Consolidated Statement of Profit

For the year ended December 31, 2015

2015 2014

Financial income
Interest on member loans 4,772,347 4,835,765
Cash resources and investments 1,073,061 1,112,208

5,845,408 5,947,973

Financial expense
Interest on member deposits 2,684,037 2,958,701
Interest on borrowed funds 10,986 4,385

2,695,023 2,963,086

Financial margin 3,150,385 2,984,887

Provision for impairment on loans to members (Note 9) 84,683 142,588

3,065,702 2,842,299
Other income (Note 17) 1,411,687 1,690,041

Operating margin 4,477,389 4,532,340
Operating expenses (Note 18) 3,974,567 3,989,174

Income from operations 502,822 543,166

Distribution to members (Note 15) 58,091 64,612

Income before income taxes 444,731 478,554
Provision for income taxes (Note 14)

Current 29,732 42,320
Deferred 72,000 98,728

101,732 141,048

Profit for the year 342,999 337,506

The accompanying notes are an integral part of these financial statements
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Ladysmith & District Credit Union
Consolidated Statement of Comprehensive Income

For the year ended December 31, 2015

2015 2014

Profit for the year 342,999 337,506

Other comprehensive income:
Net gains on derivatives designated as cash flow hedges 34,517 86,406
Income tax relating to gains on derivatives designated as cash flow hedges (4,650) (11,665)
Change in unrealized gains/ losses on revaluation of land and buildings (108,555) -

Other comprehensive income (loss) for the year, net of income tax (78,688) 74,741

Total comprehensive income for the year 264,311 412,247

The accompanying notes are an integral part of these financial statements
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Ladysmith & District Credit Union
Consolidated Statement of Changes in Members’ Equity

For the year ended December 31, 2015

Retained
earnings

Accumulated
other

comprehensive
income Total equity

Balance December 31, 2013 7,116,955 520,771 7,637,726

Profit for the year 337,506 - 337,506

Other comprehensive income (loss) for the year - 74,741 74,741

Balance December 31, 2014 7,454,461 595,512 8,049,973

Profit for the year 342,999 - 342,999

Other comprehensive income (loss) for the year - (78,688) (78,688)

Balance December 31, 2015 7,797,460 516,824 8,314,284

The accompanying notes are an integral part of these financial statements
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Ladysmith & District Credit Union
Consolidated Statement of Cash Flows

For the year ended December 31, 2015

2015 2014

Cash provided by (used for) the following activities
Operating activities

Profit for the year 342,999 337,506
Change in unrealized gains/ losses on revaluation of land and buildings (108,555) -
Depreciation of premises and equipment 106,499 245,270
Depreciation of intangible assets 107,716 134,377
Deferred income taxes 72,000 98,728
(Gain) on disposal of premises and equipment (14,701) -
(Gain) loss on sale of property held for resale (3,142) 51,049
Provision for impairment on loans to members 84,683 142,588
Change in fair value of interest rate swaps (39,100) 590
Hedge ineffectiveness on derivative financial instruments 1,612 5,154
Changes in working capital accounts

Trade and other receivables (103,223) 47,210
Income taxes recoverable 41,187 (181,175)
Other liabilities (39,160) (351,099)
Accrued interest on loans to members (26,642) (46,249)
Accrued interest on member deposits (134,705) 34,590

287,468 518,539

Financing activities
Net change in member deposits 7,601,485 (2,950,542)

Investing activities
Net change in loans to members (5,060,355) (2,280,791)
Net change in financial investments 899,061 463,547
Purchases of premises and equipment (304,977) (335,988)
Purchases of intangible assets (550,510) (368,412)
Proceeds from disposal of premises and equipment 919,701 -
Acquisition of / improvements to property classified as held for resale 22,983 (342,127)
Proceeds from sale of property classified as held for resale 346,286 684,477

(3,727,811) (2,179,294)

Increase (decrease) in cash and cash equivalents 4,161,142 (4,611,297)
Cash and cash equivalents, beginning of year 1,688,026 6,299,323

Cash and cash equivalents, end of year 5,849,168 1,688,026

The accompanying notes are an integral part of these financial statements
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Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

1. Reporting entity

Ladysmith & District Credit Union (the “Credit Union”) was formed pursuant to the Credit Union Incorporations Act of the
British Columbia and the operation of the Credit Union is subject to the Financial Institutions Act of British Columbia (“the
Act”).

The Credit Union serves members in Ladysmith, British Columbia and the surrounding community and operates one Credit
Union branch. The address of the Credit Union’s registered office is 330 First Avenue, Box 430, Ladysmith, British
Columbia.

The consolidated financial statements of the Credit Union for the year ended December 31, 2015 comprise the Credit Union
and its wholly owned subsidiaries L.C.U. Insurance Agencies Ltd., LDCU Financial Management Ltd., and True Mortgage
Specialists Ltd. Together, these entities are referred to as the Credit Union.

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRSs”) and interpretations adopted by the International Accounting Standards Board (“IASB”).

These consolidated financial statements for the year ended December 31, 2015 were approved by the Board of Directors on
March 22, 2016.

Basis of measurement

The consolidated financial statements have been prepared using the historical basis except for the revaluation of certain
financial instruments.

Functional and presentation currency

These consolidated financial statements are presented in Canadian dollars, which is the Credit Union’s functional currency.

2. Change in accounting policies

Standards and Interpretations effective in the current period

The Credit Union adopted amendments to the following standards, effective January 1, 2015. Adoption of these
amendments had no effect on the Credit Union’s financial statements.

 IFRS 13 Fair value measurement

 IAS 24 Related party disclosure

3. Summary of significant accounting policies

Except as noted above, the following principle accounting policies have been adopted in the preparation of these
consolidated financial statements.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Credit Union and its subsidiaries.

Subsidiaries are entities controlled by the Credit Union. Control is achieved where the Credit Union is exposed, or has
rights, to variable returns from its involvement with the investee and it has the ability to affect those returns through its
power over the investee. In assessing control, only rights which give the Credit Union the current ability to direct the relevant
activities and that the Credit Union has the practical ability to exercise, is considered.

The results of subsidiaries acquired or disposed of during the year are included in these consolidated financial statements
from the effective date of acquisition or up to the effective date of disposal, as appropriate.
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Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

3. Significant accounting policies (Continued from previous page)

The consolidated financial statements have been prepared using uniform accounting policies for like transactions and other
events in similar circumstances. Where necessary, adjustments are made to the financial statements of subsidiaries to
ensure consistency with those used by other members of the group.

Any balances, unrealized gains and losses or income and expenses arising from intra-Company transactions, are
eliminated upon consolidation. Unrealized gains arising from transactions with equity accounted investees are eliminated
against the investment to the extent of the Credit Union’s interest in the investee. Unrealized losses are eliminated in the
same manner as unrealized gains, but only to the extent that there is no evidence of impairment.

Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and demand deposits held at Central 1 Credit Union ("Central 1").

Financial investments

Each investment is classified into one of the categories described under financial instruments. The classification dictates
the accounting treatment for the carrying value and changes in that value.

Central 1 term deposits

Deposits held for liquidity purposes with Central 1 are classified as loans and receivables and are initially measured at fair
value plus transaction costs that are directly attributable to their acquisition. Subsequently they are carried at amortized cost
using the effective interest method which approximates fair value.

Portfolio investments

Investments are measured and recorded on a basis consistent with the appropriate financial instrument designation.

Investments in equity investments that do not have a quoted market price in an active market are measured at cost.

Loans to members

Loans are initially recognized at their fair value and subsequently measured at amortized cost. Amortized cost is calculated
as the loans’ principal amount, less any allowance for anticipated losses, plus accrued interest. Interest revenue is recorded
on the accrual basis using the effective interest method. Loan administration fees are amortized over the term of the loan
using the effective interest method. The effective interest rate is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to the carrying amount of the financial asset.

Property classified as held for resale

Assets that are expected to be recovered primarily through sale rather than through continuing use, are classified as held
for sale. Immediately before classification as held for sale, the assets, or components of a disposal group, are remeasured
in accordance with the Credit Union’s accounting policies. Thereafter, generally the assets, or disposal group, are measured
at the lower of their carrying amount and fair value less cost to sell. Impairment losses on initial classification as held for
sale and subsequent gains or losses on remeasurement are recognized in profit or loss. Gains are not recognized in excess
of any cumulative impairment loss.

Premises and equipment

Equipment is initially recorded at cost and subsequently measured at cost less accumulated depreciation and any
accumulated impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the asset.

Premises are initially recognized at cost, including any cost directly attributable to the acquisition of these assets.
Subsequent to initial recognition, these assets are stated at their revalued amount at each reporting date.

Any revaluation increase is credited to the revaluation reserve, except to the extent that it reverses a revaluation decrease
for the same asset previously recognized as an expense, in which case the increase is recognized in profit or loss to the
extent of the decrease previously charged. A decrease in carrying amount arising from the revaluation is charged as an
expense to the extent that it exceeds the balance, if any, held in the revaluation reserve relating to a previous revaluation
increase of that asset.
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Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

3. Significant accounting policies (Continued from previous page)

Fair value is determined based on available market evidence at the reporting date. The fair value of properties is based on
valuation by a combination of independent appraisers and management estimates.

An annual transfer from the asset revaluation reserve to retained earnings is made for the difference between depreciation
based on the revalued carrying amount of the assets and depreciation based on the assets original cost. Accumulated
depreciation as at the revaluation date is eliminated against the gross carrying amount of the asset and the net amount is
restated to the revalued amount of the asset. Upon disposal, any revaluation reserve relating to the particular asset being
sold is transferred to retained earnings.

All assets having limited useful lives are depreciated using the straight-line method over their estimated useful lives. Land
has an unlimited useful life and is therefore not depreciated. Assets are depreciated from the date of acquisition. Internally
constructed assets are depreciated from the time an asset is available for use.

The methods of depreciation and useful life applicable for each class of asset during the current and comparative period are
as follows:

Method Years

Buildings straight-line 15 to 30 years
Automotive straight line 3 years
Equipment straight-line 2 to 10 years

The residual value, useful life and depreciation method applied to each class of assets are reassessed at each reporting
date.

Intangible assets

Intangible assets are recorded at cost and are subsequently measured at cost less accumulated amortization and
accumulated impairment losses.

The methods of depreciation and useful life applicable for each class of asset during the current and comparative period are
as follows:

Method Years

Banking system straight-line 10 years
Website straight-line 5 years

Impairment of financial assets

For financial assets carried at amortized cost, the Credit Union first assesses individually whether objective evidence of
impairment exists for financial assets that are significant, or collectively for financial assets that are not individually
significant. If the Credit Union determines that no objective evidence of impairment exists for an individually assessed
financial asset, it includes the financial asset in a group of financial assets with similar credit risk characteristics and
collectively assessed them for impairment. Financial assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not included in a collective assessment for impairment.

If there is objective evidence that an impairment loss has occurred, the amount of the loss is measured as the difference
between the loan’s carrying amount and the present value of estimated future cash flows. The carrying amount of the
financial asset is reduced through the use of the provision for impaired financial assets and the amount of the impairment
loss is recognized in comprehensive income.

Financial assets, together with the associated provision for impairment are reported as a credit loss when there is no
realistic prospect of future recovery and when the Credit Union is in possession of the loan. Interest income is accrued until
the financial asset becomes a credit loss.

The present value of the estimated future cash flows is discounted at the financial assets' original effective interest rate. The
calculation of the present value of estimated future cash flows reflects the projected cash flows including provisions for
impaired financial assets, prepayment losses, and costs to securitize and service financial assets.

For the purpose of the collective evaluation of loan impairment, financial assets are grouped on the basis of the Credit
Union’s internal system that considers credit risk, characteristics such as asset type, industry, geographical location,
collateral, delinquency status and other relevant economic factors.
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Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

3. Significant accounting policies (Continued from previous page)

Future cash flows on the group of financial assets that are collectively evaluated for impairment are estimated on the basis
of historical loss experience for assets with credit risk characteristics similar to those in the group. Historical credit loss
experience is adjusted on the basis of current observable data to reflect the effects of current conditions on which the
historical credit loss experience is based and to remove the effects of conditions in the historical period that do not exist
currently. Estimates of changes in future cash flows reflect, and are directionally consistent with, changes in related
observable data from year to year such as changes in unemployment rates, inflation, borrowing rates, consumer fuel prices,
vehicle auction values or other factors that are indicative of incurred losses in the group and their magnitude.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognized in profit or loss.

Bad debts are written off from time to time as determined by management and approved by the Board of Directors when it is
reasonable to expect that the recovery of the debt is unlikely. Bad debts are written off against the provisions for
impairment, if a provision for impairment had previously been recognized. If no provision had been recognized, the write offs
are recognized as expenses in the period.

Impairment of non-financial assets

At the end of each reporting period, the Credit Union reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset, the Credit Union estimates the recoverable amount
of the cash-generating units (“CGU”) to which the asset belongs. Where a reasonable and consistent basis of allocation can
be identified, corporate assets are also allocated to individual CGU’s, or otherwise they are allocated to the smallest group
of CGU’s for which a reasonable and consistent allocation basis can be identified. Intangible assets with indefinite useful
lives and intangible assets not yet available for use are tested for impairment at least annually, and whenever there is an
indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of the
asset or CGU is reduced to its recoverable amount. An impairment loss is recognized immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset or CGU in prior years. A reversal of an
impairment loss is recognized immediately in profit or loss.

Member deposits

Members' savings and deposits are initially recognized at fair value, net of transaction costs directly attributable to the
issuance of the instrument, and are subsequently measured at amortized cost using the effective interest rate method.

Member shares

Shares are classified as liabilities or member equity in accordance with their terms. Shares redeemable at the option of the
member, either on demand or on withdrawal from membership, are classified as liabilities. Shares redeemable at the
discretion of the Credit Union board of directors are classified as equity. Shares redeemable subject to regulatory
restrictions are accounted for using the criteria set out in IFRIC 2 Members' Shares in Cooperative Entities and Similar
Instruments.
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Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

3. Significant accounting policies (Continued from previous page)

Employee benefits

Short-term employee benefits expected to be paid in exchange for services rendered by employees in the year are
recognized as current liabilities, measured at the undiscounted amount of the benefits the Credit Union expects to pay.

The Credit Union participates in a Group Registered Savings Plan, recognizing contributions as an expense in the year
during which services are rendered by employees. The Credit Union has no legal or constructive obligation to pay further
amounts beyond these contributions.

Provisions

A provision is recognized, if, as a result of a past event, the Credit Union has a legal or constructive obligation that can be
estimated reliably and it is probable that a future outflow of economic benefits will be required to settle the obligation. The
timing or amount of the outflow may still be uncertain.

Provisions are measured by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and specific risks of the obligation. Where there are a number of obligations, the
likelihood that an outflow will be required in settlement is determined by considering the class of obligations as a whole. All
provisions are reviewed at each reporting date and adjusted accordingly to reflect the current best estimate.

Distributions to members

Dividends on member shares classified as other liabilities are recognized in profit or loss.

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Credit Union and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognized:

Interest income is recognized in profit or loss for all financial assets measured at amortized cost using the effective interest
rate method. The effective interest rate is the rate that discounts estimated future cash flows through the expected life of the
financial instrument back to the net carrying amount of the financial asset. The application of the method has the effect of
recognizing revenue of the financial instrument evenly in proportion to the amount outstanding over the period to maturity or
repayment.

Fees related to the origination or renewal of a loan are considered an integral part of the yield earned on a loan and are
recognized using the effective interest method over the estimated repayment term of the related loan.

Investment income is recognized as interest is earned on interest-bearing investments, and when dividends are declared on
shares.

Revenue from the provision of services to members is recognized when earned, specifically when amounts are fixed or can
be determined and the ability to collect is reasonably assured.

Commission revenue is recognized in profit or loss on an accrual basis upon the provision of services from acting in the
capacity of an agent rather than as the principal in a transaction.

Income taxes

Current tax and deferred tax are recognized in profit or loss except to the extent that the tax is recognized either in other
comprehensive income or directly in equity, or the tax arises from a business combination.

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities. The calculation of current tax is based on the tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the assets are
realized or the liabilities are settled. The calculation of deferred tax is based on the tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting year. Deferred tax assets are recognized to the extent that it is
probable that future taxable profit will be available against which the temporary differences can be utilized.
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Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

3. Significant accounting policies (Continued from previous page)

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its tax base,
except for taxable temporary differences arising on the initial recognition of goodwill and temporary differences arising on
the initial recognition of an asset or liability in a transaction which is not a business combination and at the time of the
transaction affects neither accounting or taxable income.

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is restricted to
those instances where it is probable that future taxable profit will be available which allow the deferred tax asset to be
utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realized.

Foreign currency translation

Transactions denominated in foreign currencies are translated into the functional currency of the Credit Union at exchange
rates prevailing at the transaction dates (spot exchange rates). Monetary assets and liabilities are retranslated at the
exchange rates at the statement of financial position date. Exchange gains and losses on translation or settlement are
recognized in profit or loss for the current period.

Non-monetary items that are measured at historical cost are translated using the exchange rates at the date of the
transaction and non-monetary items that are measured at fair value are translated using the exchange rates at the date
when the items’ fair value was determined. Translation gains and losses are included in profit or loss.

Financial instruments

Classification and measurement

All financial instruments are initially recognized at fair value at acquisition. Measurement in subsequent periods depends on
whether the financial instrument has been classified as fair value through profit or loss, available-for-sale, held-to-maturity,
loans and receivables, or other financial liabilities as described below. During the year, there has been no reclassification of
financial instruments.

Financial instruments classified as fair value through profit or loss are measured at fair value with unrealized gains and
losses recognized through profit or loss. The Credit Union's financial instruments classified as fair value through profit or
loss include cash, cash equivalents, derivative assets, liabilities, loan payable and the interest rate swaps.

Available-for-sale financial assets are measured at fair value with unrealized gains and losses recognized in other
comprehensive income. Certain equity instruments which do not trade in an open market and whose fair value cannot be
reliably measured are recorded at cost. Transactions to purchase or sell these items are recorded on the settlement date.
The Credit Union’s financial instruments classified as available-for-sale include shares in Central 1 and certain other
investments.

Financial assets classified as loans and receivables are subsequently measured at amortized cost. The Credit Union's
financial instruments classified as loans and receivables include all members' loans receivable, Central 1 liquidity deposits
and accrued interest, other investments and other receivables.

Financial instruments classified as other financial liabilities include member deposits, line of credit and accounts payable.
Other financial liabilities are subsequently carried at amortized cost.

Derecognition of financial assets

Derecognition of a financial asset occurs when:

 The Credit Union does not have rights to receive cash flows from the asset;

 The Credit Union has transferred its rights to receive cash flows from the asset or has assumed an obligation to

pay the received cash flows in full without material delay to a third party under a “pass-through" arrangement; and

either:

 The Credit Union has transferred substantially all the risks and rewards of the asset, or

The Credit Union has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

13



Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

3. Significant accounting policies (Continued from previous page)

Derivative financial instruments

Derivative instruments are recorded at fair value, including those derivatives that are embedded in financial or non financial
contracts that are not closely related to the host contracts. Changes in the fair values of derivative instruments are recorded
in profit or loss. With the exception of derivative instruments designated as effective cash flow hedges, which are recorded
in other comprehensive income.

Cash flow hedge

The Credit Union mainly uses interest rate swaps to hedge exposure of the future cash flows related to a fixed or floating
rate financial asset or liability. The effective portion of the changes in fair value of the hedging derivative, net of taxes, is
recognized in other comprehensive income, whereas the ineffective portion is recognized in profit or loss. The amounts
recognized in other comprehensive income with respect to cash flow hedges are reclassified to profit or loss in the period or
periods during which the hedged item affects profit or loss.

Fair value measurements

The Credit Union classifies fair value measurements recognized in the statement of financial position using a three-tier fair
value hierarchy, which prioritizes the inputs used in measuring fair value as follows:

 Level 1: Quoted prices (unadjusted) are available in active markets for identical assets or liabilities;

 Level 2: Inputs other than quoted prices in active markets that are observable for the asset or liability, either

directly or indirectly; and

 Level 3: Unobservable inputs in which there is little or no market data, which require the Credit Union to develop its

own assumptions.

Fair value measurements are classified in the fair value hierarchy based on the lowest level input that is significant to that
fair value measurement. This assessment requires judgment, considering factors specific to an asset or a liability and may
affect placement within the fair value hierarchy.

Standards issued but not yet effective

The Credit Union has not yet applied the following new standards, interpretations and amendments to standards that have
been issued as at December 31, 2015 but are not yet effective. Unless otherwise stated, the Credit Union does not plan to
early adopt any of these new or amended standards and interpretations.

IFRS 9 Financial instruments

The final version of IFRS 9 (2014) was issued in July 2014 as a complete standard including the requirements for
classification and measurement of financial instruments, the new expected loss impairment model and the new hedge
accounting model. IFRS 9 (2014) will replace IAS 39 Financial instruments: recognition and measurement. IFRS 9 (2014) is
effective for reporting periods beginning on or after January 1, 2018. The Credit Union is currently assessing the impact of
the standard on its consolidated financial statements.

IFRS 15 Revenue from contracts with customers

IFRS 15, issued in May 2014, will specify how and when entities recognize, measure, and disclose revenue. The standard
will supersede all current standards dealing with revenue recognition, including IAS 11 Construction contracts, IAS 18
Revenue, IFRIC 13 Customer loyalty programmes, IFRIC 15 Agreements for the construction of real estate, IFRIC 18
Transfers of assets from customers, and SIC 31 Revenue – barter transactions involving advertising services.

IFRS 15 is effective for annual periods beginning on or after January 1, 2017. The Credit Union is currently assessing the
impact of this standard on its consolidated financial statements.
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For the year ended December 31, 2015

4. Significant accounting judgements, estimates and assumptions

The preparation of the Credit Union’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the reporting date. However, uncertainties about these assumptions and estimates could result in outcomes
that would require a material adjustment to the carrying amount of the asset or liability affected in the future.

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 revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future periods.

Key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date are discussed
below.

Allowance for impaired loans

The Credit Union reviews its individually significant loans at each reporting date to assess whether an impairment loss
should be recognized. In particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the impairment loss.

In estimating these cash flows, the Credit Union makes judgments about the borrower’s financial situation and the net
realizable value of collateral. These estimates are based on assumptions about a number of factors and actual results may
differ, resulting in future changes to the allowance.

Member loans that have been assessed individually and found not to be impaired and all individually insignificant loans are
then assessed collectively, in groups of assets with similar risk characteristics, to determine whether provision should be
made due to incurred loss events for which there is objective evidence but whose effects are not yet evident. The collective
provision assessment takes account of data from the loan portfolio such as credit quality, delinquency, historical
performance and industry economic outlook. The impairment loss on member loans is disclosed in more detail in Note 9.

Financial instrument not traded on active markets

For financial instruments not traded in active markets, fair values are determined using valuation techniques such as the
discounted cash flow model that rely on assumptions that are based on observable active markets or rates. Certain
assumptions take into consideration liquidity risk, credit risk and volatility.

Income taxes

The Credit Union periodically assesses its liabilities and contingencies related to income taxes for all years open to audit
based on the latest information available. For matters where it is probable that an adjustment will be made, the Credit Union
records its best estimate of the tax liability including the related interest and penalties in the current tax provision.
Management believes they have adequately provided for the probable outcome of these matters; however, the final
outcome may result in a materially different outcome that the amount included in the tax liabilities.

5. Cash and cash equivalents

2015 2014

Cash on hand 5,149,168 1,388,026
Liquidity reserve deposits callable or maturing in three months or less 700,000 300,000

5,849,168 1,688,026

Total cash and cash equivalents include $272,403 (2014 - $1,732,089) denominated in foreign currencies.

The Credit Union cash resources exceed the minimum liquidity requirement by approximately $12,375,178 (2014 -
$11,336,317).
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6. Financial investments

2015 2014

Deposits callable or maturing between three months and five years:
Liquidity reserve deposits 10,475,000 10,350,000
Bid term deposits 9,000,000 10,000,000
Accrued interest 219,845 238,025

19,694,845 20,588,025

Other financial investments:
Shares - Central 1 Credit Union Class A 557,723 545,118
Shares - Central 1 Credit Union Class E 53 5,274
Shares - CUPP Services Ltd. 52,775 52,675
Shares - STAB Central 104 73
Accrued dividends 22,442 35,839

633,097 638,979

20,327,942 21,227,004

Liquidity reserve deposit

For liquidity purposes, the Credit Union must maintain liquidity reserve deposits with Central 1 of at least 8% (2014 – 8%) of
total members’ deposits and non-equity shares.

The liquidity reserve deposits can be withdrawn only if there is a sufficient reduction in the Credit Union's total assets or
upon withdrawal of membership from Central 1.

Central 1 Credit Union, membership

The membership share requirement in Central 1 is determined based on the percentage of the Credit Union’s assets to the
total member credit unions’ assets. Central 1 has a policy designed to ensure its capital is sufficient to support its
operations and to comply with regulatory requirements.

Central 1 shares are a condition of membership and are issued at par value. The shares are redeemable at par value upon
withdrawal of membership or at the discretion of the Board of Directors of Central 1. In addition, member credit unions are
subject to additional capital calls at the discretion of the Board of Directors of Central 1.

Class A Central 1 shares are subject to an annual rebalancing mechanism and are issued and redeemable at par value.
There is no separately quoted market value for these shares, however fair value is determined to be equivalent to the par
value due to the fact transactions occur at par value on a regular and recurring basis.

Class E Central 1 shares are issued with a par value of $0.01. They are redeemable at $100 per share at the option of
Central 1, with a total redemption value of $527,400. There is no separately quoted market value for these shares. The fair
value cannot be measured reliably as the timing of redemption of these shares cannot be determined, therefore, the range
of reasonable fair value estimates is significant and the probabilities of the various estimates cannot be reasonable
assessed. Accordingly, they have been recorded at cost. Dividends on the shares are at the discretion of the Board of
Directors of Central 1. The Credit Union received dividends amounting to 4.0% of the membership shares in 2015 (2014 –
6.6%).

There is no separately quoted market value for the shares however, fair value is determined to be equivalent to the par
value due to the fact transactions occur at par value on a regular and recurring basis.

The Credit Union is not intending to dispose of any Central 1 shares as the services supplied by Central 1 are relevant to
the day to day activities of the Credit Union.
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6. Financial investments (Continued from previous page)

CUPP Services Ltd.

The fair value of the shares in CUPP Services Ltd. is not readily determinable because of the lack of an active resale
market for them. Fair value cannot be measured reliably as the timing of redemption of these shares cannot be determined,
the range of reasonable fair value estimates is significant, and the probabilities of the various estimates cannot be
reasonably assessed. Accordingly, they are carried at cost.

Other equity instruments are recorded at cost. There is no separately quoted market value for these shares. The fair value
cannot be measured reliably as the timing of redemption of these shares cannot be determined, therefore, the range of
reasonable fair value estimates is significant and the probabilities of the various estimates cannot be reasonably assessed.

7. Derivative financial instruments

The nature of the Credit Union’s activities exposes it to risks of changes in interest rates. The Credit Union uses interest
rate swaps with Central 1 to hedge exposure to interest rate risks.

As at December 31, 2015, the Credit Union had entered into five "receive fixed" interest rate swap contracts with a total
notional amount of $25,000,000 (2014 - $25,000,000).

Under the terms of the contracts, Central 1 is obligated to pay the Credit Union a fixed rate ranging from 2.055% to 3.555%
(2014 - 2.055% to 3.555%). The Credit Union is obligated to pay Central 1 a variable rate based upon the 3 month CDOR
rates. At December 31, 2015, the Credit Union is paying a variable rate ranging from 0.798% to 0.866% (2014 – 1.273% to
1.294%). All payments are based on the notional amount of the underlying swaps. The swap contracts will mature from
January 25, 2016 to January 8, 2019. (December 31, 2014 – January 25, 2016 to January 8, 2019).

8. Trade and other receivables

2015 2014

Commissions and premiums receivable 573,389 431,768
Prepaid expenses 12,269 53,534
Deferred broker fee expenses 105,940 106,841
Other accounts receivable 13,427 9,660

705,025 601,803

9. Loans to members

2015 2014

Residential mortgages 69,991,331 65,306,724
Personal loans 16,433,613 18,262,611
Commercial mortgages 31,476,159 28,891,020
Commercial loans 3,694,892 4,275,828

121,595,995 116,736,183
Accrued interest 308,019 281,379
Allowance for loan impairment (428,849) (544,710)

121,475,165 116,472,852
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9. Loans to members (Continued from previous page)

Terms and conditions

Member loans can have either a variable or fixed rate of interest and they mature within five years.

Variable rate loans are based on a "prime rate" formula, ranging from prime minus 0.5% to prime plus 8.0%. The rate is
determined by the type of security offered and the members' credit worthiness. The Credit Union's prime rate at December
31, 2015 was 2.7% (2014 – 3.0%).

The interest rate offered on fixed rate loans advanced at December 31, 2015 ranges from 1.0% to 14.5%. The rate offered
to a member varies with the type of security offered and the member's credit worthiness.

Residential mortgages are loans and lines of credit secured by residential property and are generally repayable monthly
with either blended payments of principal and interest or interest only.

Personal loans consist of term loans and lines of credit that are non-real-estate secured and, as such, have various
repayment terms. Some of the personal loans are secured by funds on deposit and personal property or investments, and
some are unsecured.

Commercial loans consist of term loans, operating lines of credit and mortgages to individuals, partnerships and
corporations, and have various repayment terms. They are secured by various types of collateral, including mortgages on
real property, general security agreements, charges on specific equipment, investments, and personal guarantees.

Principal and allowance by loan type:

2015

Principal
performing

Principal
impaired

Allowance
specific

Allowance
collective

Net carrying
value

Residential mortgages 69,612,200 379,131 - - 69,991,331
Personal loans 16,277,693 155,920 - 63,299 16,370,314
Commercial mortgages 29,122,463 2,353,696 350,000 13,970 31,112,189
Commercial loans 3,694,892 - - 1,580 3,693,312
Accrued interest 308,019 - - - 308,019

119,015,267 2,888,747 350,000 78,849 121,475,165

2014

Principal
performing

Principal
impaired

Allowance
specific

Allowance
collective

Net carrying
value

Residential mortgages 64,562,042 744,682 80,000 3,618 65,223,106
Personal loans 18,249,431 13,180 13,751 117,690 18,131,170
Commercial mortgages 26,997,183 1,893,837 250,000 23,407 28,617,613
Commercial loans 4,219,802 56,026 56,244 - 4,219,584
Accrued interest 281,379 - - - 281,379

114,309,837 2,707,725 399,995 144,715 116,472,852
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9. Loans to members (Continued from previous page)

The allowance for loan impairment changed as follows:

2015 2014

Balance, beginning of year 544,710 470,599
Provision for impairment on loans to members 84,683 142,588

629,393 613,187
Less: accounts written off, net of recoveries 200,544 68,477

Balance, end of year 428,849 544,710

Loans past due but not impaired:

A loan is considered past due when a counterparty has not made a payment by the contractual due date. The table that
follows presents the carrying value of loans at year-end that are past due but not classified as impaired because they are
either i) less than 90 days past due, or ii) fully secured and collection efforts are reasonably expected to result in repayment.

30-90 days 91 days and
greater

2015

Personal 155,920 379,131 535,051
Commercial - - -

155,920 379,131 535,051

30-90 days 91 days and
greater

2014

Personal 603,956 269,416 873,372
Commercial - 346,374 346,374

603,956 615,790 1,219,746

The principal collateral and other credit enhancements the Credit Union holds as security for loans include (i) insurance,
mortgages over residential lots and properties, (ii) recourse to business assets such as real estate, equipment, inventory
and accounts receivable, (iii) recourse to commercial real estate properties being financed, and (iv) recourse to liquid
assets, guarantees and securities. Valuations of collateral are updated periodically depending on the nature of the
collateral. The Credit Union has policies in place to monitor the existence of undesirable concentration in the collateral
supporting its credit exposure. In management's estimation, the fair value of the collateral is sufficient to offset the risk of
loss on the loans past due but not impaired.

Credit quality of loans:

It is not practical to value all collateral as at the reporting date due to the variety of assets and conditions. A breakdown of
the security held on a portfolio basis is as follows:

2015 2014

Unsecured loans 2,028,478 1,715,070
Loans secured by member deposits or other 5,336,025 6,945,012
Loans secured by real estate 114,231,492 108,076,101

121,595,995 116,736,183

19



Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

10. Property classified as held for resale

The Credit Union holds title to certain properties in the Ladysmith area as a result of loan foreclosures. The properties are
being actively marketed by the Credit Union, therefore its assets are classified as “property held for resale” on the
consolidated statement of financial position. During the year, an impairment loss of $nil (2014 - $nil) was recognized to
reduce the carrying value of the properties to the estimated fair value less costs to sell.

11. Premises and equipment

Land Buildings Automotive Equipment Total

Cost

Balance at January 1, 2014 1,496,806 2,435,097 11,113 867,642 4,810,658

Additions 33,936 117,753 - 184,299 335,988

Balance at December 31, 2014 1,530,742 2,552,850 11,113 1,051,941 5,146,646

Balance at January 1, 2015 1,530,742 2,552,850 11,113 1,051,941 5,146,646

Additions 4,138 233,081 - 67,758 304,977

Disposals (555,000) (385,000) - (1,825) (941,825)

Revaluation adjustment - (84,135) - - (84,135)

Balance at December 31, 2015 979,880 2,316,796 11,113 1,117,874 4,425,663

Depreciation

Balance at January 1, 2014 - - 11,113 650,953 662,066

Depreciation expense - 74,076 - 171,194 245,270

Balance at December 31, 2014 - 74,076 11,113 822,147 907,336

Balance at January 1, 2015 - 74,076 11,113 822,147 907,336

Depreciation expense - 45,059 - 61,440 106,499

Disposals - (35,000) - (1,825) (36,825)

Revaluation adjustment - (84,135) - - (84,135)

Balance at December 31, 2015 - - 11,113 881,762 892,875

Net book value

At December 31, 2014 1,530,742 2,478,774 - 229,794 4,239,310

At December 31, 2015 979,880 2,316,796 - 236,112 3,532,788
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12. Intangible assets

Banking
system Website Total

Cost

Balance at January 1, 2014 875,648 42,267 917,915

Additions 334,234 34,178 368,412

Balance at December 31, 2014 1,209,882 76,445 1,286,327

Balance at January 1, 2015 1,209,882 76,445 1,286,327

Additions 540,010 10,500 550,510

Balance at December 31, 2015 1,749,892 86,945 1,836,837

Depreciation

Balance at January 1, 2014 190,753 14,260 205,013

Depreciation expense 121,938 12,439 134,377

Balance at December 31, 2014 312,691 26,699 339,390

Balance at January 1, 2015 312,691 26,699 339,390

Depreciation expense 91,456 16,260 107,716

Balance at December 31, 2015 404,147 42,959 447,106

Net book value

At December 31, 2014 897,191 49,746 946,937

At December 31, 2015 1,345,745 43,986 1,389,731

13. Member deposits

2015 2014

Demand and chequing 56,758,733 51,949,166
Term 52,686,929 50,630,588
Registered savings plans 20,205,226 20,033,421
Registered retirement income funds 6,964,397 7,248,417
Tax free savings accounts 5,504,016 4,633,210
Member shares (Note 15) 1,949,318 1,972,331
Accrued interest 1,060,064 1,194,769

145,128,683 137,661,902

Total member deposits include $1,965,730 (2014 - $3,352,814) denominated in foreign currencies.

The Credit Union Deposit Insurance Corporation (CUDIC), a government corporation, guarantees all deposits and non-
equity shares of BC credit unions as set out in the Financial Institutions Act. Membership equity shares are not covered by
the deposit insurance.
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13. Member deposits (Continued from previous page)

Terms and conditions

Chequing deposits are due on demand and are generally non-interest bearing. Certain chequing deposits bear interest at a
variable rate up to 1.5% at December 31, 2015.

Demand deposits bear interest at variable rates ranging from 0.125% to 1.10% as at December 31, 2015. Interest is
calculated daily and paid on the accounts monthly.

Term deposits bear fixed rates of interest for terms up to five years. Interest can be paid monthly, annually or at maturity.
Interest rates offered on regular term deposits issued on December 31, 2015 range from 0.25% to 4.00% (2014 – 0.25% to
4.00%)

Registered retirement savings plan (RRSP) accounts bear fixed or variable rates of interest for terms of up to five years.
Fixed rate RRSPs have terms and rates similar to the term deposit accounts described above.

Registered retirement income funds (RRIFs) consist of fixed and variable rate products with terms and conditions similar to
those of the RRSPs described above. Members may make withdrawals from a RRIF account on a monthly, semiannual, or
annual basis. The regular withdrawal amounts vary according to individual needs and statutory requirements.

The tax-free savings accounts can be fixed or variable rate with terms and conditions similar to those of the RRSPs
described above.

14. Income tax

The significant components of income tax expense (recovery) included in profit for the year are composed of:

2015 2014

Current income tax expense (recovery)
Based on current year taxable income (loss) 29,732 42,320

Deferred income tax expense
Origination and reversal of temporary differences 72,000 98,728

101,732 141,048

Reasons for the difference between income tax expense (recovery) for the year and the expected income taxes based on
the statutory tax rate of 26% (2014 - 26%) are as follows:

2015 2014

Net income before tax 444,731 478,554

Income tax expense on the statutory rate 115,630 124,424
Additional deduction - credit unions - (2,591)
Items not deductible for tax purposes 308,339 385,355
Items deductible for tax purposes (444,316) (424,587)
Small business deduction (25,439) (54,511)
Current year losses carried forward 102,396 26,250
Other (26,878) (12,020)

Income tax expense 29,732 42,320
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14. Income taxes (Continued from previous page)

The movement in 2015 deferred income tax assets and liabilities are:

Jan 1, 2015 Change for
the year

Dec 31, 2015

Deferred income tax assets:
Cumulative eligible capital 4,900 - 4,900
Other 15,000 - 15,000

19,900 - 19,900

Deferred income tax liabilities:
Premises and equipment (220,000) (109,500) (329,500)
Allowance for impaired loans 29,000 (7,000) 22,000
Taxable losses carried forward - 74,000 74,000
Deferred income - FISERV contract 20,500 (20,500) -
Other 2,500 (9,000) (6,500)

(168,000) (72,000) (240,000)

(148,100) (72,000) (220,100)

The movement in 2014 deferred income tax assets and liabilities are:

Jan 1, 2014 Change for
the year

Dec 31, 2014

Deferred income tax assets:
Cumulative eligible capital 4,900 - 4,900
Other - 15,000 15,000

4,900 15,000 19,900

Deferred income tax liabilities:
Premises and equipment (116,098) (103,902) (220,000)
Allowance for impaired loans 38,399 (9,399) 29,000
Cumulative eligible capital (3,000) 3,000 -
Deferred income - FISERV contract 47,250 (26,750) 20,500
Other (20,823) 23,323 2,500

(54,272) (113,728) (168,000)

(49,372) (98,728) (148,100)
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15. Member shares

An unlimited number of Member shares are authorized for issuance.

2015 2014

Balance, beginning of year 1,972,331 2,025,238
Issued during the year 31,091 35,216
Dividends credited during the year 58,091 64,612
Redeemed during the year (112,195) (152,735)

Balance, end of year (Note 13) 1,949,318 1,972,331

Member shares are recognized as a liability, equity or compound instrument based on the terms and in accordance with IAS
32, Financial Instrument Presentation and IFRIC 2 Members' Shares in Co-operative Entities and Similar Instruments. All of
the Credit Union's member shares are classified as financial liabilities and are initially recognized at fair value net of any
transaction costs directly attributable to the issuance of the instrument and subsequently carried at amortized cost using the
effective interest rate method.

Terms and conditions

As a condition of membership, which is required to use the services of the Credit Union, each member is required to hold
$25 in membership shares. These membership shares are redeemable at par only when a membership is withdrawn.
Dividends are at the discretion of the Board of Directors. All issued shares are fully paid.

Funds invested by members in member shares are not insured by the Credit Union Deposit Insurance Corporation (CUDIC).
The withdrawal of member shares is subject to the Credit Union maintaining adequate regulatory capital (see Note 20), as is
the payment of dividends on these shares.

16. Other liabilities

2015 2014

Payables and accruals 384,554 337,134
Deferred income 82,045 168,629

466,599 505,763

17. Other income

2015 2014

General insurance commissions 911,545 897,126
Account service charges 334,801 346,618
Loan processing fees 137,396 168,311
Gain (loss) on disposal of assets 14,701 (51,049)
Other 13,244 329,035

1,411,687 1,690,041
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18. Operating expenses

2015 2014

Advertising and member relations 196,976 210,507
Data processing 110,809 30,667
Depreciation 214,215 379,647
Dues and assessments 200,955 188,934
Insurance 58,034 62,930
Premises and office 317,349 318,773
Professional fees and dues 203,123 228,782
Salaries and benefits 2,383,496 2,226,626
Services charges 171,396 194,456
Training, meetings, and travel 118,214 147,852

3,974,567 3,989,174

19. Related party transactions

Key management compensation of the Credit Union

Key management personnel of the Credit Union and its subsidiaries are comprised of the Chief Executive Officer, Manager
Financial Services, Manager IT & Support Services, Manager of LCUI Insurance Agencies Ltd., and Members of the Board
of Directors.

2015 2014

Salaries and benefits 562,246 786,871

Transactions with key management personnel

Loans to key management personnel including their related parties must meet the same qualification requirements and
general conditions which apply to Members and must be approved by the Board of Directors and reviewed by the Conduct
Review Committee. Loans to key management personnel including their related parties may bear preferential rates of
interest.

The Credit Union’s policy for receiving deposits from key management personnel is that all transactions are approved and
deposits accepted on the same terms and conditions which apply to Members for each type of deposit. There are no
benefits or concessional terms and conditions applicable to key management personnel or close family members.

2015 2014

Loan balances outstanding 1,215,822 2,982,912
Lines of credit outstanding 520,687 613,619
Unused value of lines of credit 273,212 427,881

2,009,721 4,024,412

2015 2014

Interest and other revenue earned on loans and revolving credit facilities to KMP 19,038 50,911
Interest paid on deposits to KMP 31,811 35,116

The total value of member deposits from KMP as at the year-end:
Term and savings deposits 2,120,838 2,645,285
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19. Related party transactions (Continued from previous page)

2015 2014

Directors fees and committee remuneration 21,800 21,575
Directors expenses 20,812 21,520
Honorarium 8,562 9,000

Director Compensation

The Board's compensation is designed to attract and retain experienced directors who are aligned with LDCU’s values and
can lead the long-term success of LDCU. This requires that directors be adequately and competitively compensated. The
amount of compensation is reviewed every three years by comparing to the annual director’s survey conducted by Central1.
When considering the appropriate level of compensation, the committee considers:

- LDCU’s values, mission, vision and culture;
- The level of responsibility and time commitment required of directors; and
- The need to attract and retain directors with the skills and attributes required to advance LDCU’s business model and
strategic plans, and to control its risks.

The current compensation period began on April 16, 2013. The next compensation review will be presented to members for
approval at the 2016 Annual General Meeting to take effect following the 2016 Annual General Meeting. LDCU provides
directors with the following compensation:

- Annual honorarium for the Board President - $1,500
- Annual honorarium for directors - $1,250
- Board President board meetings attended - $125 (includes AGM and Strategic Planning)
- Director board meetings attended - $100 each (includes AGM and Strategic Planning)
- Director committee meetings attended - $75 (includes audit, ILC, CRC, etc.)
- Director credit committee meetings attended - $50
- Reimbursement for expenses including training, travel, hotel, etc. while attending Credit Union meetings or courses

CEO Compensation

The CEO is employed via an employment contract that is reviewed each year. The CEO’s base salary was determined by
the Board in 2015 based on the Central1 wage survey, with a specific focus on Credit Unions of similar size. The Board has
targeted the 50th percentile as the appropriate range for the CEO’s salary. The increase in 2015 marks the CEO’s first
salary adjustment since 2011.

The CEO’s bonus is based on achieving overall financial targets of the Credit Union and its subsidiaries. The maximum
bonus that can be achieved is 100% of the target bonus which is 20% of base salary. For 2014 the CEO achieved 56% of
target, triggering a 0.56 times bonus payout approved by the Board. The actual payment for this amount was made in 2015
once 2014 results were finalized.

The CEO participates in a Group RRSP program identical to the program offered to all employees with the Credit Union
contributing 12% of gross salary into a registered retirement savings plan. The contributions are vested immediately upon
the CEO leaving the employ of the Credit Union. The Group RRSP is an alternative to a Defined Benefit (DB) pension plan
which would add risk and administration costs to the Credit Union.

Additional benefits and prerequisites with a total estimated value of 6% of base salary were provided. These include car
allowance, life insurance, and updated vision coverage. The CEO also participates in the same health, dental, life and
disability programs offered to all employees with the same terms.
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19. Related party transactions (Continued from previous page)

The CEO of LDCU receives a compensation package that includes the following:

Base Salary $ 160,000
Bonus (STI) paid for 2014 $ 18,000
Group RRSP $ 21,360

Credit Union Compensation Policies and Practices

The CEO establishes the compensation of other members of the management team including the Managers of Financial
Services, Member Services, IT & Support Services, Human Resources, and Insurance Services. Members of the
management team have the same compensation structure as the CEO although cash compensation amounts are lower.
Salaries are based on the Central1 wage survey, with a specific focus on Credit Unions of similar size. Salaries and bonus
targets are set based on the 50th percentile for the market but individual salaries may be higher or lower depending on
performance and tenure at the Credit Union. Bonuses are not structured, but recognition bonuses may be provided. The
Credit Union contributes 12% to a Group RRSP every year and provides extended health, dental, life insurance, AD&D and
STD and LTD benefits.

Non-management employees are compensated based on a Collective Agreement in place with Union 378. Salary scales
and benefits are paid as outlined in that Agreement.

20. Capital management

The Credit Union’s objectives with respect to capital management are to maintain a capital base that is structured to exceed
regulatory requirements and to best utilize capital allocations.

The Credit Union considers its capital to include membership shares and retained earnings. There have been no changes
in what the Credit Union considers to be capital since the previous period.

The Credit Union establishes the risk weighted value of its assets in accordance with the Regulations of the Financial
Institutions Act which establishes the applicable percentage for each class of assets.

As at December 31, 2015, the Credit Union met the capital requirements of its capital plan with a calculated members'
capital ratio of 12.00% (2014 - 12.19%).

Regulatory capital consists of the following:
2015 2014

Primary capital
Membership shares 1,949,318 1,972,331
Retained earnings 7,797,460 7,454,461
Deferred income tax 240,000 168,000

9,986,778 9,594,792

Secondary Capital
Proportion of system retained earnings 1,090,000 1,045,355

Deductions from capital
Goodwill and intangibles (1,389,731) (946,937)
Gains on own-use property (1,257,109) (1,257,109)

(2,646,840) (2,204,046)

Capital base 8,429,938 8,436,101

27



Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

21. Fair value measurements

Recurring fair value measurements

The Credit Union’ s assets and liabilities measured at fair value on a recurring basis have been categorized into the fair
value hierarchy as follows:

2015
(in thousands)

Fair Value Level 1 Level 2 Level 3
Assets
Financial assets at fair value through profit or loss
Cash and cash equivalents 5,849 5,849 - -
Available-for-sale financial assets
Central 1 and CUPP shares 611 - 611 -
Interest rate swaps 663 - 663 -

7,123 5,849 1,274 -

Total liabilities - - - -

Total recurring fair value measurements 7,123 5,849 1,274 -

2014
(in thousands)

Fair Value Level 1 Level 2 Level 3
Assets
Financial assets at fair value through profit or loss
Cash and cash equivalents 1,688 1,688 - -
Available-for-sale financial assets
Central 1 and CUPP shares 639 - 639 -
Interest rate swaps 591 - 591 -

2,918 1,688 1,230 -

Total liabilities - - - -

Total recurring fair value measurements 2,918 1,688 1,230 -

Valuation techniques and inputs for level 2 fair value measurements is as follows:

2015
Fair value measurement Fair Value Valuation technique(s) Inputs

Central 1 and CUPP shares 611

Fair value is determined
to be equivalent to the
par value of shares due
to the fact transactions
occur at par value on a
regular and recurring
basis. Value of shares

Interest rate swaps 663

Fair value is determined
using the net present
value of cash flows
attributable to the
derivative financial
asset.

Discount rates based
on CDOR and swap
rates.

28



Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

For the year ended December 31, 2015

21. Fair value measurements (Continued from previous page)

2014
Fair value measurement Fair Value Valuation technique(s) Inputs

Central 1 and CUPP shares 639

Fair value is determined
to be equivalent to the
par value of shares due
to the fact transactions
occur at par value on a
regular and recurring
basis. Value of shares

Interest rate swaps 591

Fair value is determined
using the net present
value of cash flows
attributable to the
derivative financial
asset.

Discount rates based
on CDOR and swap
rates.

Asset and liabilities for which fair value is only disclosed

The following table analyses within the fair value hierarchy the Credit Union’s assets and liabilities (by class) not measured
at fair value at December 31, 2015 but for which fair value is disclosed:

2015
(in thousands)

Fair Value Level 1 Level 2 Level 3

Assets
Financial investments 21,506 - 21,506 -
Loans to members 123,311 - 123,311 -

Total assets 144,817 - 144,817 -

Liabilities
Member deposits 146,947 - 146,947 -
Other liabilities 385 - 385 -

Total liabilities 147,332 - 147,332 -

2014
(in thousands)

Fair Value Level 1 Level 2 Level 3

Assets
Financial investments 21,143 - 21,143 -
Loans to members 118,413 - 118,413 -

Total assets 139,556 - 139,556 -

Liabilities
Member deposits 138,741 - 138,741 -
Other liabilities 337 - 337 -

Total liabilities 139,078 - 139,078 -
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22. Financial instruments

The Credit Union as part of its operations carries a number of financial instruments. It is management's opinion that the
Credit Union is not exposed to significant interest, currency or credit risks arising from these financial instruments except as
otherwise disclosed.

Risk management policy

The Board of Directors has overall responsibility for the determination of the Credit Union's risk management objectives and
policies and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and operating
processes that ensure effective implementation of the objectives and policies to the Credit Union's finance function. The
Board of Directors receives monthly reports from the Credit Union's Chief Executive Officer through which it reviews the
effectiveness of the processes put in place and the appropriateness of the objectives and policies it sets.

Credit risk

Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to honour its financial or contractual
obligations to the Credit Union. Credit risk primarily arises from loans receivable. Management and the Board of Directors
review and update the credit risk policy annually. The Credit Union's maximum credit risk exposure before taking into
account any collateral held is the carrying amount of loans as disclosed on the statement of financial position.

Concentration of credit risk exists if a number of borrowers are engaged in similar economic activities or are located in the
same geographical region.

Credit risk rating systems are designed to assess and quantify the risk inherent in credit activities in an accurate and
consistent manner. To assess credit risk, the Credit Union takes into consideration the member's character, ability to pay,
and value of collateral available to secure the loan.

The Credit Union’s credit risk policies set out the minimum requirements for management of credit risk in a variety of
transactional and portfolio management contexts. Its credit risk policies comprise the following:

• General loan policy statements including approval of lending policies, eligibility for loans, exceptions to policy,
policy violations, liquidity, and loan administration;

 Loan lending limits including Board of Director limits, schedule of assigned limits and exemptions from aggregate

indebtedness;

 Loan collateral security classifications which set loan classifications, advance ratios and amortization periods;

 Procedures outlining loan overdrafts, release or substitution of collateral, temporary suspension of payments and

loan renegotiations;

 Loan delinquency controls regarding procedures followed for loans in arrears; and

 Internal audit procedures and processes.

With respect to credit risk, the Investment Lending Committee meets quarterly to review monthly reports summarizing new
loans, delinquent loans and overdraft utilization. The Board of Directors receives an analysis of bad debts and allowance
for doubtful loans annually.

A sizeable portfolio of the loan book is secured by residential property in Ladysmith, British Columbia. Therefore, the Credit
Union is exposed to the risks in reduction of the loan to valuation ratio (LVR) cover should the property market be subject to
a decline. The risk of losses from loans undertaken is primarily reduced by the nature and quality of the security taken.

There have been no significant changes from the previous year in the exposure to risk or policies, procedures and methods
used to measure the risk.
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22. Financial instruments (Continued from previous page)

Credit commitments

To meet the needs of its members and manage its own exposure to fluctuations in interest rates, the Credit Union
participates in various commitments and contingent liability contracts. The primary purpose of these contracts is to make
funds available for the financing needs of customers. These are subject to normal credit standards, financial controls, risk
management and monitoring procedures. The contractual amounts of these credit instruments represent the maximum
credit risk exposure without taking into account the fair value of any collateral, in the event other parties fail to perform their
obligations under these instruments.

The Credit Union makes the following instruments available to its members:

(a) guarantees and standby letters of credit representing irrevocable assurances that the Credit Union will pay if a
member cannot meet their obligations to a third party;

(b) commitments to extend credit representing unused portions of authorizations to extend credit in the form of loans,
(including lines of credit and credit cards), guarantees or letters of credit.

The amounts shown on the table below do not necessarily represent future cash requirements since many commitments will
expire or terminate without being funded.

As at year-end, the Credit Union had the following outstanding financial instruments subject to credit risk:

2015 2014

Unadvanced lines of credit 12,281,076 9,906,708
Guarantees and standby letters of credit 504,752 490,052
Commitments to extend credit 1,501,348 1,811,083

14,287,176 12,207,843

Liquidity risk

Liquidity risk is the risk that the Credit Union cannot meet a demand for cash or fund its obligations as they come due. The
Credit Union's management oversees the Credit Union's liquidity risk to ensure the Credit Union has access to enough
readily available funds to cover its financial obligations as they come due. The Credit Union's business requires such capital
for operating and regulatory purposes.

The assessment of the Credit Union's liquidity position reflects management's estimates, assumptions and judgments
pertaining to current and prospective firm specific market conditions and the related behaviour of its members and
counterparties.

The Credit Union's liquidity management framework is designed to ensure that adequate sources of reliable and cost
effective cash or its equivalents are continually available to satisfy its current and prospective financial commitments under
normal and contemplated stress conditions.

Provisions of the Credit Union’s Liquidity Plan require the Credit Union to maintain a prudent amount of liquid assets in
order to meet member withdrawals. The Credit Union has set a minimum liquidity ratio of 10%.

The Credit Union manages liquidity risk by:

 Continuously monitoring actual daily cash flows and longer term forecasted cash flows;

 Monitoring the maturity profiles of financial assets and liabilities;

 Maintaining adequate reserves, liquidity support facilities and reserve borrowing facilities; and

 Monitoring the liquidity ratios monthly.
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22. Financial instruments (Continued from previous page)

The Board of Directors receives monthly liquidity reports as well as information regarding cash balances in order for it to
monitor the Credit Union's liquidity framework. The Credit Union was in compliance with the liquidity requirements
throughout the fiscal year.

There have been no significant changes from the previous year in the exposure to risk or policies, procedures and methods
used to measure the risk.

Market risk

Market risk is the risk of loss in value of financial instruments that may arise from changes in market factors such as interest
rates, equity prices and credit spreads. The Credit Union's exposure changes depending on market conditions. Market risks
that have a significant impact on the Credit Union include fair value risk and interest rate risk. The Credit Union has limited
exposure to other market risk because the majority of its investments are deposits held with Central 1.

Foreign currency risk

The Credit Union’s business is predominantly conducted in Canadian currency with nominal deposits and funds held in US
dollars. The Credit Union is not significantly exposed to currency risk.

Interest rate risk

Interest rate risk is the potential for financial loss caused by fluctuations in fair value or future cash flows of financial
instruments because of changes in market interest rates. The Credit Union is exposed to this risk through traditional
banking activities, such as deposit taking and lending.

The Credit Union's goal is to manage the interest rate risk of the statement of financial position to a target level. The Credit
Union continually monitors the effectiveness of its interest rate mitigation activities. The Credit Union uses interest rate
swaps to hedge a portion of its interest rate risk.

The Credit Union's position is measured monthly. Measurement of risk is based on rates charged to members as well as
funds transfer pricing rates.

The Credit Union's major source of income is financial margin, the difference between interest earned on investments and
members loans (assets) and interest paid on member deposits (liabilities). The objective of asset/liability management is to
match interest-sensitive assets with interest-sensitive liabilities as to amount and as to term to their interest rate repricing
dates, thus minimizing fluctuations of income during periods of changing interest rates.

Schedules of matching and interest rate vulnerability are regularly prepared and monitored by Credit Union management
and reported to the Investment Lending Committee in accordance with the Credit Union's policy.
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Contractual repricing and maturity

The following schedule shows the Credit Union's sensitivity to interest rate changes. Amounts with floating rates or due or
payable on demand are classified as maturing within three months, regardless of maturity. A significant amount of loans
and deposits can be settled before maturity on payment of a penalty, but no adjustment has been made for repayments that
may occur prior to maturity. Amounts that are not interest sensitive have been grouped together, regardless of maturity.

(In thousands)

2015 2014

Within one year
One to four

years Over four years
Non-Interest

Sensitive Total Total

Assets
Cash and cash
equivalents 5,053 - - 796 5,849 1,688
Average yield % 1.01 - - - 0.88 1.19
Financial investments 2,195 15,900 1,675 558 20,328 21,227
Average yield % 1.45 2.11 1.13 - 1.96 4.06
Loans to members 56,013 61,495 4,088 (121) 121,475 116,473
Average yield % 4.13 2.70 2.32 - 4.02 2.02

63,261 77,395 5,763 1,233 147,652 139,388

Liabilities
Member deposits 54,325 46,055 7,106 37,643 145,129 137,662
Average yield % 1.88 2.70 2.32 - 1.81 -
Other liabilities - - - 385 385 337

54,325 46,055 7,106 38,028 145,514 137,999

Interest rate swaps:
Assets 5,000 20,000 - - 25,000 25,000
Liabilities (25,000) - - - (25,000) (25,000)

Net mismatch (11,064) 51,340 (1,343) (36,795) 2,138 1,389

Based on the current financial instruments, it is estimated that a 1.0% increase in the interest rate would increase financial
margin by $19,000 or 1.3% ($34,000 or 1.1%). A 1.0% decrease in the interest rate would decrease financial margin by
$18,000 or 4.4% (2014 - $14,000 or 0.4%).

Interest sensitive assets and liabilities cannot normally be perfectly matched by amount and term to maturity. The Credit
Union utilizes interest rate swaps to assist in managing this rate gap. One of the roles of a Credit Union is to intermediate
between the expectations of borrowers and depositors.

23. Credit facilities

The Credit Union has authorized lines of credit with Central 1 as follows:

Canadian funds $ 1,250,000
US dollar funds $ 50,000
Capital markets $ 200,000
Term loan credit facility $ 2,000,000

At December 31, 2015, the Credit Union had not utilized any of the credit facilities.
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24. Contingencies

In the normal course of business, the Credit Union may be subject to litigation and provisions for amounts that may become
payable are included in liabilities where appropriate. Provisions represent management’s best estimate of the Credit
Union’s liability related to legal disputes for which it is probable that an amount will be paid. No amount is provided for
disputes for which it is not probable that an amount will be paid. Uncertainty relates to whether litigation claims will be
settled in or out of court, or if the Credit Union will be successful in defending claims arising from litigation.

Based on current knowledge, the Credit Union expects that final determination of claims arising from litigation will not have
a material adverse effect on its consolidated statement of financial position or operating results. No provision for a liability
in respect of litigation is included in the financial statements

25. Comparative figures

Certain prior year figures have been reclassified to conform to the current year's presentation.
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