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KCU’s sixth branch opened April 13, 2017.
Located at 110-8028 128th Street, Surrey - the corner of 128th St. and 80th Ave.



NOTICE OF MEETING

The Annual General Meeting of Khalsa Credit Union will be held on Sunday, April 23,
2017 at the Punjab Banquet Hall, 215-8166 128th Street in Surrey, B.C. V3W 1R1
(Phone: 604-598-7611) punjabbanquethall.com

( )

Registration: 1:00 PM - 2:00 PM . .
5 Chief Executive Officer’s Report

Meeting Agenda
6 Auditor’s Report

Call To Order
Ardas 7 Approval of Financial Statements
1 Adoption of Agenda 8 Appointment of Auditors

2 Approval of Minutes of 2016 AGM 9 Unfinished Business

3 Business Arising Out of Minutes 10 New Business
4 Chairman’s Report 11 Adjourn/Refreshments
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CHAIRMAN'S REPORT

It is the dawning of a new era for Khalsa Credit Union (KCU) as
depicted on the cover of this annual report. Following a year of
unprecedented growth, progress and the creation of a new senior
leadership team, your credit union has unveiled a new logo and
color palette — the most visible elements of our brand. An attractive
modern image is essential in this mobile-friendly wired world to
attract younger generations and instill pride of ownership among
existing members. Research indicates that a strong brand is
;i instrumental in a consumers’ choice of their financial institution and
we believe our new “look and feel” will attract many new members to the fold.

For over 30 years KCU has been enriching the lives of our members and you can rest
assured that, while we are changing our logo and colours, our values and commitment
to service remain intact. We share a responsibility to support the fostering of healthy
communities where everyone can flourish. This is vital to our success as an organization
and the development of our people, and our Corporate Social Responsibility Committee
is working diligently to address issues like mental health, financial literacy and domestic
violence.

As part of our anniversary celebrations your Board of Directors was pleased to launch
the Community Service Awards which will become an annual initiative at KCU. At a
well-attended gala, winners were presented with their trophies for Arts and Cultural
Achievement, Volunteer Achievement, Business Excellence, Excellence to Education and
Citizen of the Year. We continue to support our youth through our scholarship awards.
Distribution in 2016 totalled $45,000. Our policy is to return 10% of our net income to
worthy causes and this amounted to over $200,000 in 2016.

Our balance sheet continues to expand with assets reaching $410 million, and income
broke the $3 million plateau for the first time. As a result your Board declared a dividend
of 5% on Class “A” Membership Shares and 5% on Class B Equity Shares. We are pleased
with the growth in membership, particularly for younger members as they are a
“squeezed” generation. They leave school with more student debt, face huge housing
costs and inherit substantial government debt. KCU will continue to look for ways to
assist this younger age cohort.

On behalf of the entire Board, | would like to extend our thanks to retiring Director
Jatinder Paul Singh Dhalla for his service to KCU. My thanks, also to Mr. Dalbir Singh
Mehta, his executive team, branch managers, employees and members for their
willingness to work together to make this credit union such a great success and a very
special place for everyone.

Respectfully submitted,

Harinder Singh Sohi,
Chairman
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CHIEF EXECUTIVE OFFICER’S REPORT

Our operating results for 2016 exceeded expectations on most
counts with assets climbing over $60 million to exceed $410 million
in total for the first time. Net income reached more than $3.0
million, also a new high water mark, and an improvement of nearly
$1 million over 2015. Our operating efficiency ratio was nearly 19%
better than forecast and outpaced the rest of the credit union
system in B.C. by a significant percentage. Membership grew to
14,637 and we exceeded expectations for new members in most
categories. Delinquency remains under firm control and operating
results/ratios reveal efficient practices and procedures.

Expansion and modernization continue to be priorities at KCU as demonstrated by our
new state-of-the-art branch located at the corner of 128™ Street and 80™ Avenue in
Surrey. Property was acquired on Fraser Street in Vancouver and we plan to commence
construction on this site in 2017 with relocation of the existing branch to follow. We
know that members appreciate a “home” branch even as they increasingly access their
accounts online and utilize mobile banking services. During 2016 we launched our
Deposit Anywhere platform that enables members to make deposits by snapping a
photo of the cheque on their smart phone.

In 2017 we expect to introduce Open Anywhere that will allow member to join KCU
from all corners of the province and beyond. It will enable someone to open and fund
accounts in minutes, using a tablet or desktop device. On the horizon is Borrow
Anywhere. Other major initiatives on the drawing board include the development of a
new web site, expansion of social media, and the installation of our upgraded digital
display system that will provide members with product information on screens in
branches.

In keeping with our brand refresh, the roll out of new signage and other elements will
begin in 2017. We believe that every transaction at KCU should result in an enjoyable
experience for members and provide real value. We are now issuing many more
MasterCards and during 2017 we plan to roll out Wealth Management Services to all
branches. We expect 2017 to be a year when the lines blur between traditional
products/services and the advance of new technologies.

We operate in a climate of change in a society with shortened attention spans due to
our digitally dependent lifestyles. We must insure that our organization stays ahead of
the curve - for its members, employees and its communities. My thanks to the Board,
our management team and all employees for making 2016 such a fabulous year. | look
forward to the future with eager anticipation.

Respectfully submitted,

C-J,{,F.f”’f
) P
Dalbir Singh Mehta,
Chief Executive Officer
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Independent auditors’ report

Building a better
working world

To the Members of
Khalsa Credit Union

The accompanying summary financial statements which comprise the summary statement of financial position as
at December 31, 2016, and the summary statements of comprehensive income, changes in members’ equity and
cash flows for the year ended December 31, 2016, are derived from the audited financial statements of Khalsa
Credit Union for the year ended December 31, 2016. We expressed an unmodified audit opinion on those
financial statements in our report dated March 27, 2017. Those financial statements, and the summary financial
statements, do not reflect the effects of events that occurred subsequent to the date of our report on those
financial statements.

The summary financial statements do not contain all the disclosures required by International Financial Reporting
Standards. Reading the summary financial statements, therefore, is not a substitute for reading the audited
financial statements of Khalsa Credit Union.

Management’s responsibility for the summary financial statements

Management is responsible for the preparation of the summary of the audited financial statements.

Auditors’ responsibility

Our responsibility is to express an opinion on the summary financial statements based on our procedures, which
were conducted in accordance with Canadian Auditing Standard (CAS) 810, “Engagements to Report on
Summary Financial Statements.”

Opinion

In our opinion, the summary financial statements derived from the audited financial statements of Khalsa Credit
Union for the year ended December 31, 2016 are consistent, in all material respects, with those financial
statements.

Other matters

The summary financial statements of Khalsa Credit Union for the year ended December 31, 2015 were audited
by another auditor who expressed an unmodified opinion on these summary financial statements on
February 27, 2016.

Vancouver, Canada
March 27, 2017

élmt *%cug LLpP

Chartered Professional Accountants

E I A member firm of Ernst & Young Global Limited




Khalsa Credit Union

As at December 31

Statement of financial position

2016 2015
$ $

Assets
Cash 13,810,276 22,143,273
Investments 60,558,598 32,909,164
Deposits — 302,000
Prepaid expenses 108,445 209,997
Derivative financial asset 289,490 163,000
Member loans 325,204,087 284,244,640
Property and equipment 6,906,321 5,034,124
Intangible asset 11,728 16,754
Investment properties 2,955,535 3,029,520
Deferred tax assets 255,281 199,023

410,099,761 348,251,495
Liabilities and members’ equity
Accounts payable and accruals 483,310 534,847
Income taxes payable 384,173 97,304
Distribution payable on member shares 190,229 165,274
Derivative financial liability 283,490 157,000
Member deposits 383,573,427 325,189,243
Member shares 165,509 166,109
Total liabilities 385,080,138 326,309,777
Members’ equity
Member shares 3,639,066 3,438,200
Retained earnings 21,380,557 18,503,518
Total members’ equity 25,019,623 21,941,718

410,099,761 348,251,495

On behalf of the Board:

Director

Director




Khalsa Credit Union

Statement of comprehensive income

Year ended December 31

Interest revenue
Interest on member loans
Other interest revenue

Interest and loan related expenses
Interest on member deposits

Other interest expense

Provision for credit losses

Financial margin
Other income

Non-interest and operating expenses
Consulting
Depreciation
Donations
Employee salaries and benefits
General operating and administrative
Professional fees
Total non-interest and operating expenses
Income before income taxes
Provision for (recovery of) income taxes
Current income tax
Deferred income tax

Comprehensive income for the year

Statement of changes in members’ equity

Balance, January 1, 2015

Net income for the year
Distributions to members

Net issuance of members’ shares
Balance, December 31, 2015
Net income for the year
Distributions to members

Net issuance of members’ shares
Balance, December 31, 2016

2016 2015
$ $

12,637,935 11,230,368

471,628 422,652

13,109,563 11,653,020

4,499,423 4,312,594

74,382 86,032

60,000 60,000

4,633,805 4,458,626

8,475,758 7,194,394

1,438,899 1,495,182

9,914,657 8,689,576

196,613 221,406

340,364 331,016

196,928 150,000

3,148,031 3,403,976

2,199,840 1,978,366

157,214 163,476

6,238,990 6,248,240

3,675,667 2,441,336

690,051 384,374

(56,258) (13,387)

633,793 370,987

3,041,874 2,070,349

Members' Retained
shares earnings Total
$ $ $

3,229,351 16,570,862 19,800,213
— 2,070,349 2,070,349
— (137,693) (137,693)
208,849 — 208,849
3,438,200 18,503,518 21,941,718
— 3,041,874 3,041,874
— (164,835) (164,835)
200,866 — 200,866
3,639,066 21,380,557 25,019,623




Khalsa Credit Union

Statement of cash flows

Year ended December 31

Operating activities
Net income for the year
Adjustments for non-cash items
Depreciation of property and equipment, intangibles,
and investment property
Provision for credit losses
Deferred income tax
Gains on sale of investment property

Changes in member activities
Net increase in member loans
Net increase in deposits

Changes in non-cash working capital items related to operations
Prepaid expenses
Accounts payable
Member shares (liabilities)
Income taxes payable
Changes in other assets and other liabilities
Cash provided by operating activities

Investing activities

Net decrease (increase) in investments
Purchases of property and equipment

Proceeds from sale of investment property

Cash provided by (used in) investing activities

Financing activities

Net increase in equity shares

Dividends on Class B membership equity shares
Cash provided by financing activities

Net increase (decrease) in cash
Cash, beginning of year
Cash, end of year

2016 2015
$ $
3,041,874 2,070,349
340,364 331,016
60,000 60,000
(56,258) (13,387)
— (165,523)
3,385,980 2,282,455

(41,019,447)

(17,592,114)

58,384,184 24,510,896
17,364,737 6,918,782
101,552 —
(51,537) —
(600) —
312,263 —
— (45,406)
21,112,395 9,155,831
(27,649,434) 6,420,818
(1,831,550) (2,127,541)
— 1,748,655
(29,480,984) 6,041,932
200,866 208,849
(165,274) (137,693)
35,592 71,156
(8,332,997) 15,268,919
22,143,273 6,874,354
13,810,276 22,143,273




BOARD AND CEO COMPENSATION/BACKGROUND OF DIRECTORS

The current directors of KCU began their term of office subsequent to the Annual General Meeting on
May 1, 2016. Elections are held every second year at KCU and Directors usually serve a six-year term.
Background on each director is as follows:

Harinder Singh Sohi, Chair — Mr. Sohi has been a member of KCU since 1989 and was elected to the
Board of Directors (BOD) in 2012. He has served as the Chair of Board continuously since 2014 . Mr. Sohi
graduated from Punjabi University Patiala and has been a licensed real estate agent since 1993. He
serves on the Executive & Construction Advisory Committees.

Daljit Singh Sidhu, Vice Chair - Mr. Sidhu has been a member of KCU since 1992 and has been a
member of the BOD since 2010. After attending London University, Mr. Sidhu immigrated to Canada in
1988. He is a Certified Auto Technician. He was re-elected as a KCU Director in 2016. Mr. Sidhu serves
on the following Committees: Executive, Audit (Chair); Construction Advisory Committee, Corporate
Social Responsibility (CSR); Scholarship.

Gurminder Kaur Malik, Secretary - Mrs. Malik has been a member of KCU since 1989 and was
elected to the BOD in 2014 and currently serves as its Secretary. Mrs. Malik graduated from UBC with a
Degree in Political Science and English Literature. She obtained a Masters Degree in Public Administra-
tion and has worked in human resources for nine years. Currently, she is working as a teacher. Mrs.
Malik is a member of the Executive, Audit, Conduct Review (Chair), Corporate Social Responsibility
(CSR) and Scholarship Committees.

Surjit Singh Sodhi - Mr. Sodhi has been a member since 1986 and was elected to the BOD in 2010. Mr.
Sodhi was re-appointed as a director by the Board in place of Mr. Jatinder Paul Singh Dhalla who
resigned as a director of KCU on May 2, 2016. Mr. Sodhi has lived on Vancouver Island since 1971 and
operated an auto body shop for 30 years. Currently he is a property portfolio manager. He serves on
the Investment & Loan and Corporate Social Responsible (CSR) Committee.

Jaswinder Singh Gill - Mr. Gill has been a KCU member since 1993 and was elected to the BOD in
2010. He was re-elected as a KCU Director in 2016. He is currently employed by a large automotive
company in Surrey and is active in his community. Mr. Gill serves on Executive, Credit, Conduct Review,
Nominating and as Chair of the Investment & Loan Committee.

Harpal Singh - Mr. Singh has been a member of KCU for over 10 years and was elected to the BOD in
2012. After completing his studies in Criminal Justice at the University of the Fraser Valley, Mr. Singh
now works as a Correctional Officer. He serves on the Audit Committees.

Parvkar Singh Dulai - Mr. Dulai has been a member of KCU since 1995 and was elected to the BOD in
2014. He was re-elected as a KCU Director in 2016. He was born and raised in the Lower Mainland of BC
and has been involved with various business enterprises. Mr. Dulai serves on four KCU Committees as
follows: Investment & Loan; Credit; Construction Advisory, Corporate Social Responsibility, Nominat-
ing and Scholarship Committees.

Narinder Kaur Kahlon - After becoming a member of KCU in 2010, Mrs. Kahlon was elected to the
BOD in 2014. She graduated from SFU with a BA and currently works as an Assistant Sales Manager.
She serves on the Conduct Review, Corporate Social Responsibility (CSR) and Nominating Committees.

Jagpaul Singh Sandhu - Jagpaul Singh Sandhu has been a member of KCU since 2013. He was
elected to the BOD in 2016. He has done his Bachelors of Business Administration (Honours) with a
double major in Accounting and Human Resource Management from Simon Fraser University. He is a
Chartered Professional Accountant (CPA, CGA) and is currently working as a Senior Manager at a local
accounting firm with clients in a variety of industries. He serves on Audit & Investment & Loan
Committees.

10
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COMPENSATION OF BOARD

KCU provides the directors with the following compensation:

» $250 - for attending board meetings

$ 75 - for Credit Committee meetings

COMPENSATION OF DIRECTORS

For fiscal 2016, the compensation received by each director was as follows:

$150 - for attending committee meetings

$ 50 - for the Chair of each committee for each meeting
$100 - for travel time beyond 90 minutes to attend meeting

$ 25 -for travel time beyond 30 minutes to attend meeting

Re-imbursement of expenses incurred to represent the credit union

( )
Name Meetings Honourarium and
Director Attended Cell Phone Paid
Harinder Singh Sohi 41 $12,800
Daljit Singh Sidhu 36 $10,675
Gurminder Kaur Malik 35 $8,975
Surjit Singh Sodhi 9 $5,250
Jaswinder Singh Gill 52 $10,600
Harpal Singh 15 $5,450
Parvkar Singh Dulai 46 $8,325
Narinder Kaur Kahlon 34 $9,500
Jagpaul Singh Sandhu 12 $3,325
Jatinderpaul Singh Dhalla 0 $400
TOTALS 280 $75,300"

\_ W,

NOTE

*Maximum amount for directors set by membership at AGM in 2014 is $70,000 and due
to hiring of new CEQ, extra meetings were held and an one time only excess amount of

$13,325 was approved by membership at AGM in 2016.
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COMPENSATION DISCLOSURE OF THE CEO

The CEO of KCU receives a compensation package that includes a base salary and a
performance bonus. The CEO works under an employment contract with KCU and his
base salary was determined by the Board of Directors based on a survey prepared by
Central 1 Credit Union. The CEQO’s bonus is based on achieving business plan targets and

is subject to Board approval.

@ )

Base Car RRSP
Position  Salary Bonus Allowance Adjustment Contribution Total

CEO $183,846 $15,756  $7,200 $14,423 $13,879 $235,104

& J

CREDIT UNION COMPENSATION POLICIES AND PRACTICES

The CEO establishes the compensation for various management positions and sets the
salary range for those positions excluded from the collective bargaining unit. The salary
ranges are adopted from a survey prepared by Central 1 Credit Union. Salaries and
bonus targets are based on the market median for their respective roles within credit
unions of similar size in B.C. Bonus payments are based on a combination of KCU’s
financial results and individual performance.

Employees of the credit union are members of the Unifor union and receive base salaries
according to a grid system outlined in the collective agreement. Employees also receive
a competitive benefits package, including medical, dental, disability, life and counseling
coverage, and contribute 6% of their earnings to a Group RRSP with KCU matching those
contributions and adding an additional 1% to their RRSP. The collective agreement
between KCU and Unifor was ratified as of January 1, 2016 and expires December 31,
2017.
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In 2016, Khalsa Credit
Union celebrated its
30th anniversary
with a special
Anniversary Gala
and Community
Service Awards.
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NOTICE OF INSURANCE

All members are reminded that under the terms and conditions of their mortgages or
chattel lien, they are required to maintain insurance to the full insurable value of their
property and/or chattels, with loss, if any payable to Khalsa Credit Union as their interest
may appear.

NOTICE OF PROPERTY TAXES

Members are reminded that, if you have a mortgage with Khalsa Credit Union, you are
required to pay your full property tax every year.
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MISSION

To be the most successful Sikh Credit Union. To care about our community and
contribute to Sikh education, culture and religion. To be environmentally conscious
and committed organization that is responsive to member-owners.

VISION

To be the Sikh community’s first choice for financial services.
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GIVING BACK, PAYING FORWARD

As a matter of policy, KCU returns 10% of its net income to various causes. In 2016 this
amounted to over $200,000 - some of which was distributed as follows:

$45,000 for 30 scholarships to deserving Grade 12 students who are pursuing post-
secondary studies. These awards are given to recognize academic, religious and sports
excellence and also include some bursaries.

The Community Service Awards were introduced in 2016 to recognize Arts and Cultural
Achievement, Volunteer Achievement, Business Excellence, Excellence in Education and
Citizen of the Year.

During the cold snap of December, 2016 to February, 2017, KCU visited homeless
shelters, and Surrey Memorial Hospital to provide blankets, mittens, jackets, gloves,
toques and other warm clothing. KCU also donated to the Surrey School District’s
Breakfast and Lunch Program.

To support young people to further their education and obtain gainful employment,
KCU gave $90,000 to Sikh schools for the furtherance of these goals. Sharing our profits
and investing in our community is part of our DNA at KCU.
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BOARD OF DIRECTORS
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Harinder Singh Sohi Daljit Singh Sidhu Gurminder Kaur Malik Jaswinder Singh Gill Surjit Singh Sodhi

Chairman Vice Chairman Secretary Director Director
Harpal Singh Parvkar Singh Dulai Narinder Kaur Kahlon Jagpaul Singh Sandhu
Director Director Director Director

EXECUTIVE

b
Dalbir Singh Mehta Harjeet Singh Sandhu Manvinder Kaur Inderjeet Singh
Chief Executive Officer Sr. Manager, Operations Sr. Manager, F&T Manager, HR

Eveninder Kaur Sohi Palvinder Singh Dhami Jagjit Kaur
Manager, I&C Regional Manager, CS Executive Secretary
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BRANCH MANAGERS

ABBOTSFORD
32112 South Fraser Way
Abbotsford, BC

V2T 1W4

Tel: 604-507-6400

NEWTON

Unit 2-7288 137th Street
Surrey, BC

V3W 1A3

Tel: 604-507-6400

Maninderjit Kaur Grewal Kuldip Singh Sidhu

SURREY 128th
110-8028 128th Street
Surrey, BC

V3W 4E9

Tel: 604-507-6400

SURREY 120th
8788 120th Street
Surrey, BC

V3W 3N6

Tel: 604-507-6400

Ranjit Singh Gill Balvinder Singh Boparai

VICTORIA
1-3318 Oak Street
Victoria, BC

V8X 1R1

Tel: 250-953-5700

VANCOUVER
5963 Fraser Street
Vancouver, BC

V5W 276

Tel: 604-507-6400

.
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f
““fff“ Jaspreet Kaur Brar Sukhdev Singh Randhawa

www.khalsacreditunion.ca Phone Toll Free: 1-800-324-6747

HEAD OFFICE

3rd Floor - 8788 120th Street
Surrey, BCV3W 3N6
Tel: 604-507-6400

KCU, THE NAME YOU CAN BANK ON




khalsacreditunion.ca



