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MANAGEMENT’S REPONSIBILITY

1 

To the Members of Momentum Credit Union Limited: 

The accompanying financial statements of Momentum Credit Union Limited (the “Credit Union”) are the 
responsibility of management and have been approved by the Board of Directors. 

Management is responsible for the preparation and presentation of the accompanying 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 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 financial statements.  

The Board of Directors are composed entirely 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 
Board of Directors fulfills these responsibilities by reviewing the financial information prepared by 
management and discussing relevant matters with management and external auditors. The Board of 
Directors is also responsible for recommending the appointment of the Credit Union's external auditor’s.  

MNP LLP, an independent firm of Chartered Professional Accountants, is appointed by the members to 
audit the financial statements and report directly to them; their report follows. The external auditor’s have 
full and free access to, and meet periodically and separately with, both the Board of Directors and 
management to discuss their audit findings. 

April 13, 2022 

__________________________         
Chief Executive Officer Chief Financial Officer 



Independent Auditor's Report

To the Members of Momentum Credit Union Limited: 

Opinion

We have audited the financial statements of Momentum Credit Union Limited (the "Credit Union"), which comprise

the statement of financial position as at December 31, 2021, and the statement of income and comprehensive

income (loss), changes in members' equity and cash flows for the year then ended, and notes to the financial

statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of

the Credit Union as at December 31, 2021, and the results of its financial performance and its cash flows for the year

then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities

under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements

section of our report. We are independent of the Credit Union in accordance with the ethical requirements that are

relevant to our audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in

accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with

International Financial Reporting Standards, and for such internal control as management determines is necessary to

enable the preparation of financial statements that are free from material misstatement, whether due to fraud or

error.

In preparing the financial statements, management is responsible for assessing the Credit Union’s ability to continue

as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of

accounting unless management either intends to liquidate the Credit Union or to cease operations, or has no realistic

alternative but to do so.

Those charged with governance are responsible for overseeing the Credit Union’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from

material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with

Canadian generally accepted auditing standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they

could reasonably be expected to influence the economic decisions of users taken on the basis of these financial

statements.

ACCOUNTING  › CONSULTING  › TAX

1122 INTERNATIONAL BLVD, 6TH FLOOR, BURLINGTON ON, L7L 6Z8

TEL: (905) 333-9888   FAX: (905) 333-9583   MNP.ca



As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional

judgment and maintain professional skepticism throughout the audit. We also:

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or

error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,

forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the Credit Union’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by management.

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based

on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that

may cast significant doubt on the Credit Union’s ability to continue as a going concern. If we conclude that a

material uncertainty exists, we are required to draw attention in our auditor's report to the related

disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our

conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future

events or conditions may cause the Credit Union to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,

and whether the financial statements represent the underlying transactions and events in a manner that

achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we

identify during our audit.

Burlington, Ontario Chartered Professional Accountants

April 13, 2022 Licensed Public Accountants
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The accompanying notes are an integral part of these financial statements

STATEMENT OF FINANCIAL POSITION 

As at December 31 2021 2020

$ $

Assets 

Cash and interest-bearing deposits 23,144,324 27,311,633

Investments (Note 5) 14,626,685 19,131,654

Derivatives (Note 6) 15,768 16,815

Loans to members (Note 7) 152,926,036 162,724,633

Accounts receivable 38,309 302,232

Prepaid expenses 62,100 100,059

Property, equipment and right-of-use asset (Note 9) 2,933,016 3,075,144

Assets held for sale (Note 10) - 805,116

Intangible assets (Note 11) 219,989 269,962

Deferred income taxes (Note 20) 247,000 258,000

Defined benefit plan (Note 12) 173,300 80,900

TOTAL ASSETS 194,386,527 214,076,148

Liabilities 

Members’ deposits (Note 14) 181,418,163 201,992,571

Accounts payable and accrued liabilities (Note 26) 1,126,220 463,388

Lease liability (Note 13) 268,279 346,896

Derivatives (Note 6) 15,768 16,815

Income taxes payable (Note 20) 91,947 -

Obligation for post-retirement benefits (Note 12) 1,313,000 1,472,400

Shares (Note 15) 347,763 353,679

TOTAL LIABILITIES 184,581,140 204,645,749

Members’ Equity 

Shares (Note 15) 2,784,328 2,821,337

Retained earnings 5,579,845 5,344,571

Accumulated other comprehensive loss (624,583) (801,306)

Contributed surplus 2,065,797 2,065,797

TOTAL MEMBERS’ EQUITY 9,805,387 9,430,399

TOTAL LIABILITIES AND MEMBERS’ EQUITY   194,386,527 214,076,148

Approved on behalf of the Board of Directors: 

......................................................................  Director 

......................................................................  Director 
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The accompanying notes are an integral part of these financial statements

STATEMENT OF INCOME AND COMPREHENSIVE INCOME (LOSS)   

For the year ended December 31 2021 2020 

$ $ 

Interest revenue (Note 17) 5,467,544 6,211,768 

Interest expense (Note 18) 2,493,386 3,192,030 

Interest margin 2,974,158 3,019,738 

Other income (Note 19) 1,496,795 744,083 

Income before operating expenses 4,470,953 3,763,821 

Operating expenses 

Employee salaries and benefits (Note 26) 1,878,666 1,383,740 

Data processing 801,676 440,302 

Administration 1,135,107 765,977 

Insurance 323,945 281,608 

Collections and bad debts (recovery) (566,984) 286,503 

Occupancy 192,281 190,234 

Staff and director expenses (Note 22) 84,616 70,372 

Depreciation and amortization 236,234 278,964 

4,085,541 3,697,700 

Income before income taxes 385,412 66,121 

Income taxes – current (Note 20) (139,138)         - 

Income taxes – deferred (Note 20) (11,000) 21,000 

(150,138) 21,000 

Net income for the year 235,274 87,121 

Other comprehensive income (loss), net of income taxes 

Actuarial gain (loss) on defined benefit plan and post-

retirement benefits 232,600 (147,600) 

Unrealized loss on investments measured at fair value 

through other comprehensive income (55,877) - 

176,723 (147,600) 

Total comprehensive income (loss) for the year 411,997 (60,479) 
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The accompanying notes are an integral part of these financial statements

STATEMENT OF CHANGES IN MEMBERS' EQUITY  

For the year ended December 31

Accumulated 
other 

comprehensive 
loss Shares 

Contributed 
surplus 

Retained 
earnings Total 

Balance at January 1, 2020 (653,706) 2,900,467 2,065,797 5,257,450 9,570,008 

Net income - - - 87,121 87,121
Redemptions of shares, net - (79,130) - - (79,130)
Actuarial loss on defined benefit plan and post-retirement benefits (147,600) - - - (147,600)

Balance at December 31, 2020 (801,306) 2,821,337 2,065,797 5,344,571 9,430,399 

Net income - - - 235,274 235,274
Redemptions of shares, net - (37,009) - - (37,009)
Actuarial gain on defined benefit plan and post-retirement benefits 232,600 - - - 232,600
Unrealized loss on investments measured at fair value through 
other comprehensive income

(55,877) - - - (55,877) 

Balance at December 31, 2021 (624,583) 2,784,328 2,065,797 5,579,845 9,805,387 
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The accompanying notes are an integral part of these financial statements

STATEMENT OF CASH FLOWS 

For the year ended December 31, 2021 2020
 $ $

Cash flows from operating activities 
Net income 235,274 87,121
Adjustments for:

Interest revenue (5,467,544) (6,211,768)
Interest expense 2,493,386 3,192,030
Interest expense on lease liability 12,235 15,274
Interest received on member loans 5,538,372 5,517,923
Interest received on investments 282,986 453,686
Interest paid on member deposits (2,089,962) (3,236,409)
Gain on asset held for sale (570,798) -
Gain on sale of investments (94,805) -
Depreciation and amortization 236,234 278,964
Deferred income taxes 11,000 (21,000)
Net change in non-cash working capital (Note 21) 1,037,461 (288,997)

Changes in members’ activities:
Net change in loans to members 9,444,783 (1,715,243)
Net change in members’ deposits (20,977,832) 17,318,433

(9,909,210) 15,390,014

Cash flows used by financing activities 
Shares (42,925) (88,759)
Payments on lease liability (90,852) (90,852)

(133,777) (179,611)

Cash flows used by investing activities 
Purchase of property, equipment and intangibles (44,133) (83,492)
Proceeds on assets held for sale 1,375,914 -
Investments 4,543,897 (1,756,644)

5,875,678 (1,840,316)

Net (decrease) increase in cash and interest-bearing deposits (4,167,309) 13,370,267

Opening cash and interest-bearing deposits, beginning of year 27,311,633 13,941,366

Closing cash and interest-bearing deposits, end of year 23,144,324 27,311,633
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1. NATURE OF OPERATIONS 

Reporting Entity 
Momentum Credit Union Limited (the "Credit Union") is a company incorporated under the Credit Unions 
and Caisses Populaires Act, 1994, ("The Act") of Ontario.  The Act was subsequently replaced by the 
Credit Union and Caisses Populaires Act, 2020, effective March 1, 2022.  The Credit Union offers retail 
banking services to its members. The head office is located at 892 Upper James, Hamilton, Ontario. 

These financial statements have been authorized for issue by the Board of Directors on April 13, 2022. 

2. BASIS OF PRESENTATION 

Statement of compliance 
These financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting Standards Board (the "IASB"). The financial 
statements have been prepared in accordance with all IFRS issued and in effect as at December 31, 2021. 

Basis of measurement 
These financial statements have been prepared on a going concern basis under a historical cost convention, 
except for derivatives and equity investments that have been measured at fair value.  

Functional and presentation currency 
The Credit Union's functional and presentation currency is the Canadian dollar. 

Use of estimates and judgments 
The preparation of financial statements requires management to make estimates and judgements that affect 
the application of the Credit Union’s accounting policies and the carrying amounts of assets and liabilities, 
net income and related disclosures. The areas involving a higher degree of judgment or complexity, or areas 
where assumptions and estimates are significant to the financial statements are disclosed in Note 3. 

3. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 

As the precise determination of many assets and liabilities is dependent upon future events, the preparation 
of financial statements for a period necessarily involves the use of estimates and approximations which 
have been made using careful judgement.  These estimates are based on management’s best knowledge of 
current events and actions that the Credit Union may undertake in the future. 

Throughout the year, the global outbreak of COVID-19 (coronavirus) has continued to have a significant 
impact on certain businesses through the restrictions put in place by the Canadian, provincial and municipal 
governments regarding travel, business operations and isolation/quarantine orders. These financial 
statements have considered the impact and significant uncertainty of COVID-19 on its operations and its 
expected credit losses in accordance with IFRS 9. However, at this time it is unknown the extent of the 
impact the COVID-19 outbreak may have on the Credit Union as this will depend on future developments 
that are highly uncertain and that cannot be predicted with confidence. These uncertainties arise from the 
inability to predict the ultimate geographic spread of the disease, and the duration of the outbreak, including 
the duration of travel restrictions, business closures or disruptions, and quarantine/isolation measures that 
are currently, or may be put, in place by Canada and other countries to fight the virus. 
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3. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued) 

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

Fair value of financial instruments 
The Credit Union determines the fair value of financial instruments that are not quoted in an active market, 
using valuation techniques. Those techniques are significantly affected by the assumptions used, including 
discount rates and estimates of future cash flows. Management bases its assumptions on observable data 
where possible, but where this is not feasible, a degree of judgment is required in establishing fair values.  
Judgements include considerations of inputs such as liquidity risk, credit risk and volatility.  Changes in 
assumptions relating to these factors could affect the reported fair value of financial instruments. 

Classification of financial assets 
Classification of financial assets requires management to make judgements regarding the business model 
under which the Credit Union’s financial assets are held and whether contractual cash flows consist solely 
of payments of principal and interest.  Management has determined that the penalty to exercise prepayment 
features embedded in certain loans made to retail customers supports the solely payments of principal and 
interest criteria because they represent reasonable additional compensation for early termination of the 
contract. Management has determined that the business model in which the Credit Union’s mandatory 
liquidity pool assets are held is to both collect contractual cash flows from financial assets and selling 
financial assets. 

Allowance for expected credit losses (“ECL”) 
The measurement of impairment losses both under IFRS 9 across all categories of financial assets in scope 
requires judgement, in particular, the estimation of the amount and timing of future cash flows and collateral 
values when determining impairment losses and the assessment of a significant increase in credit risk.  
These estimates are driven by a number of factors, changes in which can result in different levels of 
allowances.    

The Credit Union’s ECL calculations are outputs of complex models with a number of underlying 
assumptions regarding the choice of variable inputs and their interdependencies. The key inputs in the 
measurement of ECL allowances are as follows; 

 The probability of default (“PD”) is an estimate of the likelihood of default over a given time 
horizon; 

 The loss given default (“LGD”) is an estimate of the loss arising in the case where a default occurs 
at a given time; and 

 The exposure at default (“EAD”) is an estimate of the exposure at a future default date 
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3. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued) 

Allowance for expected credit losses (“ECL”) (continued) 

Elements of the ECL models that are considered accounting judgements and estimates include: 

 The Credit Union’s criteria for assessing if there has been a significant increase in credit risk and 
therefore allowances for financial assets should be measured on a lifetime ECL basis 

 The segmentation of financial assets when their ECL is assessed on a collective basis 
 Development of ECL models, including the various formulas and the choice of inputs 
 Determination of associations between macroeconomic scenarios and, economic inputs, such as 

unemployment levels and collateral values, and the effect on PDs, EADs and LGDs  
 Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive  

the economic inputs into the ECL models 

In considering the assumptions used to measure ECLs, the Credit Union contemplated the significant 
uncertainty COVID-19 has had to current conditions and outlook, including the timing of economic 
recovery combined with the continued shut-down of economies around the world and associated 
uncertainty regarding re-opening. While management makes its best estimates and assumptions, actual 
results could differ from this estimate. 

It has been the Credit Union’s policy to regularly review its models in the context of actual loss experience 
and adjust when necessary. 

Estimating the incremental borrowing rate 
The Credit Union cannot readily determine the interest rate implicit in the lease, therefore, it uses its 
incremental borrowing rate (‘IBR’) to measure lease liabilities. The IBR is the rate of interest that the Credit 
Union would have to pay to borrow over a similar term, and with a similar security, the funds necessary to 
obtain an asset of a similar value to the right-of-use asset in a similar economic environment. The IBR 
therefore reflects what the Credit Union ‘would have to pay’, which requires estimation when no observable 
rates are available.  The Credit Union estimates the IBR using observable inputs (such as market interest 
rates) when available and is required to make certain entity-specific risk adjustments. 

Extension options for leases 
When the Credit Union has the option to extend a lease, management uses its judgement to determine 
whether or not an option would be reasonably certain to be exercised. Management considers all facts and 
circumstances including their past practice and any cost that will be incurred to change the asset if an option 
to extend is not taken, to help them determine the lease term. The Credit Union has the option to extend the 
lease for three additional five-year terms with the same terms and conditions except for the gross rent 
payable, which will be determined at time of extension.  Therefore, management has not included the 
extensions have not been included in the lease liabilities as it is not reasonably certain the extension option 
will be exercised and the lease payments cannot be reasonably estimated.  

Impairment of non-financial assets 
At each reporting date, the Credit Union assesses whether there are any indicators of impairment for non-
financial assets.  Non-financial assets that have an indefinite useful life or are not subject to amortization, 
are tested annually for impairment or more frequently if impairment indicators exist.  Other non-financial 
assets are tested for impairment if there are indicators that their carrying amounts may not be recoverable. 
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3. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued) 

Obligation for post-retirement benefits 
The Credit Union sponsors defined benefit plans providing pension and other post-employment benefits to 
covered employees. The determination of expense and obligations associated with employee future benefits 
requires the use of assumptions such as the expected return on assets available to fund pension obligations, 
the discount rate to measure obligations, the expected mortality, the expected rate of future compensation 
and the expected healthcare cost trend rate. Because the determination of the cost and obligations associated 
with employee future benefits requires the use of various assumptions, there is measurement uncertainty 
inherent in the actuarial valuation process. Actual results will differ from results which are estimated based 
on assumptions.  

Income taxes 
The Credit Union periodically assess 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 than the amount included in the tax liabilities. 

Provisions 
The Credit Union has been named in a statement of claim and has received grievances related to 
employment matters. The Credit Union estimates a provision on the basis of the nature of the claim, past 
claims and Ontario labour practices.  The estimate of expenditure required to settle the obligation 
includes costs to the counterparties and incremental legal costs.     

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Cash and interest-bearing deposits 
Cash and interest-bearing deposits include cash on hand and operating deposits with financial institutions. 
Cash and interest-bearing deposits are classified as measured at fair value through profit or loss.   

Central 1 Deposits and Concentra Financial Investments
Deposits with Central 1 are initially measured at fair value plus transaction costs, and are subsequently  
measured at amortized cost. 

Central 1 Credit Union and Concentra Financial Equity Instruments 
Equity instruments are classified at fair value through profit or loss. 

Mandatory Liquidity Pool Investments 
Mandatory liquidity pool investments include fixed income and money market fund investments and are 
classified at fair value through other comprehensive income. 

Other Equity Instruments 
Other equity instruments are classified as measured at fair value through profit or loss. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Derivatives 
The Credit Union periodically enters into derivative contracts to manage financial risks associated with 
movements in fair value and interest rates.  The Credit Union does not enter into derivative financial 
instruments for trading or speculative purposes. 

When derivatives are used to manage exposures, the Credit Union determines, for each derivative, whether 
hedge accounting can be applied.  Where hedge accounting can be applied, a hedge relationship is 
designated as a cash flow hedge of a specifically identified group of assets or liabilities. The Credit Union 
formally assesses and documents whether these derivatives are effective in offsetting changes in cash flows 
of hedged assets or liabilities. 

These derivatives are carried at fair value and are reported as assets when they have a positive fair value 
and as liabilities when they have a negative fair value.  Gains and losses resulting from changes in fair 
value of the effective portion of the derivative instrument are recorded in other comprehensive income until 
the hedged item is recognized in income.  The ineffective portion is recognized immediately in income as 
other income.

Loans to members 
Loans to members are financial assets with contractual cash flows that meet the SPPI test and are managed 
on a hold to collect basis have been classified as amortized cost.  Loans to members are initially measured 
at fair value, net of loan origination fees.  Loans are subsequently measured at amortized cost using the 
effective interest rate method, less any ECL. An ECL is deducted from the gross amount of the loans on 
the statement of financial position. 

Property, equipment and right-of-use asset 
Property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost 
includes expenditures that are directly attributable to the acquisition of the asset.  Right-of-use assets are 
presented together with property and equipment in the statement of financial position – refer to the 
accounting policy in Leases.   

Depreciation of assets is calculated over the estimated useful life of the assets, as follows: 

Building 40 years straight-line
 Right-of-use assets    Lesser of the lease term 

and useful life
Furniture and fixtures 20% declining balance
Computer equipment 5 years straight-line
ATM machine 10 years straight-line

The useful lives of items of property, equipment and right-of-use asset are reviewed on an annual basis and 
the useful life is altered if estimates have changed significantly. Gains or losses on the disposal of property, 
equipment and right-of-use asset are determined as the difference between the net disposal proceeds and 
the carrying amount of the asset, and are recognized in net income. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Intangible assets 
Intangible assets consist of computer software, rights for the use of software, and costs incurred to acquire 
those rights. Intangible assets are initially recorded at cost and subsequently measured at cost less 
accumulated depreciation and accumulated impairment losses. Amortization is provided using the 
straight-line basis over 10 years. 

Income taxes  
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in net 
income except to the extent that it relates to a business combination, or items recognized directly in equity 
or in other comprehensive income. 

Current income taxes are recognized for the estimated income taxes payable or receivable on taxable 
income or loss for the current year and any adjustment to income taxes payable in respect of previous years. 
Current income taxes are measured at the amount expected to be recovered from or paid to the taxation 
authorities using tax rates and tax laws that have been enacted or substantively enacted by the year-end 
date. 

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs 
from its tax base. 

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 income will be available to 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. 

The amount of the deferred tax asset or liability is measured at the amount expected to be recovered from 
or paid to the taxation authorities. This amount is determined using tax rates and tax laws that have been 
enacted or substantively enacted by the year-end date and are expected to apply when the liabilities / (assets) 
are settled / (recovered). 

Leases 
The Credit Union assesses at contract inception whether a contract is, or contains, a lease. That is, if the 
contract conveys the right to control the use of an identified asset for a period of time in exchange for 
consideration. 

The Credit Union applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Credit Union recognises lease liabilities to make lease 
payments and right-of-use assets representing the right to use the underlying assets. 

Right-of-use assets 

The Credit Union recognises right-of-use assets at the commencement date of the lease (i.e., the date the 
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated 
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of 
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease 
payments made at or before the commencement date less any lease incentives received. Right-of-use assets 
are depreciated on a straight-line basis over the lesser of the lease term and its useful life. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Right-of-use assets (continued)

The right-of-use assets are presented within Property, equipment and right-of-use assets and are subject to 
impairment in line with the Credit Union’s policy as described in Impairment of non-financial assets.  

Lease liabilities 

At the commencement date of the lease, the Credit Union recognises lease liabilities measured at the present 
value of lease payments to be made over the lease term. The lease payments include fixed payments (less 
any lease incentives receivable), variable lease payments that depend on an index or a rate, and amounts 
expected to be paid under residual value guarantees. The lease payments also include the exercise price of 
an extension option reasonably certain to be exercised by the Credit Union and payments of penalties for 
terminating the lease, if the lease term reflects exercising the option to terminate. Variable lease payments 
that do not depend on an index or a rate are recognised as expenses in the period in which the event or 
condition that triggers the payment occurs. The lease term includes extension and termination options if 
reasonably certain to be exercised. 

Accounts payable and accrued liabilities 
Liabilities for trade creditors and other payables are classified as other financial liabilities and initially 
measured at fair value net of any transaction costs directly attributable to the issuance of the instrument and 
subsequently are carried at amortized cost using the effective interest rate method. 

Members’ deposits 
All members’ deposits are initially measured at fair value, net of any transaction costs directly attributable 
to the issuance of the instrument. Member deposits are subsequently measured at amortized cost, using the 
effective interest rate method.

Members' 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.

Obligation for post-retirement benefits 
The Credit Union has a defined benefit plan. The liability is recognized as the present value of the defined 
benefit obligation at the end of the reporting period less the fair value of plan assets, adjusted for any 
actuarial gains or losses and past service costs. Actuarial gains and losses have been recognized in other 
comprehensive income (loss) in the period in which they occur.  Past service costs are recognized 
immediately in net income. Contributions are recognized as employee benefit expense when they are due.  
Excess (shortfall) of contribution payments over the contribution due for service, is recorded as an asset 
(liability). 

Foreign currency translation 
Transaction amounts denominated in foreign currencies are translated into their Canadian dollar equivalents 
at exchange rates prevailing at the transaction dates. Carrying values of monetary assets and liabilities 
reflect the exchange rates at the balance sheet date. Translation gains and losses are included in other 
income. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Financial instruments 

Financial assets 

Recognition and initial measurement 
The Credit Union recognizes financial assets when it becomes party to the contractual provisions of the 
instrument. Financial assets are measured initially at their fair value plus, in the case of financial assets not 
subsequently measured at fair value through profit or loss, transaction costs that are directly attributable to 
their acquisition. Transactions costs attributable to the acquisition of financial assets subsequently 
measured at fair value through profit or loss are expensed in net income when incurred. 

Classification and subsequent measurement 
After initial recognition, financial assets are subsequently measured at amortized cost, fair value through 
other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL).  The Credit Union 
determines the classification of its financial assets, together with any embedded derivatives, based on the 
business model for managing the financial assets and their contractual cash flow characteristics. 

Debt instruments are classified as follows: 
 Amortized cost – Assets that are held for collection of contractual cash flows where those cash 

flows are solely payments of principal and interest are measured at amortized cost.  Interest 
revenue is calculated using the effective interest method and gains or losses arising from 
impairment, foreign exchange and derecognition are recognized in the income. Financial assets 
measured at amortized cost are comprised of liquidity and term deposits, loans to members and 
accounts receivable.

 Fair value through other comprehensive income – Assets that are held for collection of contractual 
cash flows and selling the financial assets, and for which the contractual cash flows are solely 
payments of principal and interest, are measured at fair value through other comprehensive income. 
All other changes in the carrying amount of the financial assets are recognized in other 
comprehensive income. Upon derecognition, the cumulative gain or loss previously recognized in 
other comprehensive is reclassified to net income. Financial assets measured at FVOCI include 
mandatory liquidity pool investments. 

 Mandatorily at fair value through profit or loss – Assets that do not meet the criteria to be measured 
at amortized cost, or fair value through other comprehensive income, are measured at fair value 
through profit or loss. All interest income and changes in the financial assets’ carrying amount are 
recognized in profit or loss. Financial assets mandatorily measured at fair value through profit or 
loss are comprised of cash and interest-bearing deposits, equity instruments and derivatives. 

 Designated at fair value through profit or loss – On initial recognition, the Credit Union may 
irrevocably designate a financial asset to be measured at fair value through profit or loss in order 
to eliminate or significantly reduce an accounting mismatch that would otherwise arise from 
measuring assets or liabilities, or recognizing the gains and losses on them, on different bases. All 
interest income and changes in the financial assets’ carrying amount are recognized in profit or 
loss. The Credit Union does not hold any financial assets designated to be measured at fair value 
through profit or loss. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Credit Union measures all equity investments at fair value. Changes in fair value are recorded in profit 
or loss. Equity investments measured at fair value through profit or loss are comprised of shares in Central 
1, Concentra and CU CUMIS Wealth Holdings LP Inc.. 

Business model assessment 
The Credit Union assesses the objective of its business model for holding a financial asset at a level of 
aggregation which best reflects the way the business is managed and information is provided to 
management. Information considered in this assessment includes stated policies and objectives, how 
performance of the portfolio is evaluated, risks affecting the performance of the business model, how 
managers of the business are compensated, and significance and frequency of sales in prior periods. 

Contractual cash flow assessment 
The cash flows of financial assets are assessed as to whether they are solely payments of principal and 
interest on the basis of their contractual terms. For this purpose, ‘principal’ is defined as the fair value of 
the financial asset on initial recognition. ‘Interest’ is defined as consideration for the time value of money, 
credit risk associated with the principal amount outstanding, and other basic lending risks and costs. In 
performing this assessment, the Credit Union considers factors that would alter the timing and amount of 
cash flows such as prepayment and extension features, terms that might limit the Credit Union’s claims to 
cash flows, and any features that modify consideration for the time value of money. 

Reclassifications 
The Credit Union reclassifies debt instruments only when its business model for managing those financial 
assets has changed. Reclassifications are applied prospectively from the reclassification date and any 
previously recognized gains, losses or interest rate are not restated. 

Impairment 
The Credit Union recognizes a loss allowance for the expected credit losses associated with its financial 
assets, other than debt instruments measured at fair value through profit or loss and equity investments.  
Expected credit losses are measured to reflect a probability-weighted amount, the time value of money, and 
reasonable and supportable information regarding past events, current conditions and forecasts of future 
economic conditions.  

For loans to members, the Credit Union records a loss allowance equal to the expected credit losses resulting 
from default events that are possible within the next 12-month period, unless there has been a significant 
increase in credit risk since initial recognition, which is defined as 30 plus days overdue from its contractual 
payment terms. For those financial assets for which the Credit Union assessed that a significant increase in 
credit risk has occurred, the Credit Union records a loss allowance equal to the expected credit losses 
resulting from all possible default events over the assets’ contractual lifetime. 

The Credit Union applies the simplified approach for its accounts receivable that do not contain a significant 
financing component. Using the simplified approach, the Credit Union records a loss allowance equal to 
the expected credit losses resulting from all possible default events over the assets’ contractual lifetime. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Credit Union assesses whether a financial asset is credit-impaired at the reporting date. Regular 
indicators that a financial instrument is credit-impaired include significant financial difficulties as 
evidenced through borrowing patterns or observed balances in other accounts, breaches of borrowing 
covenants, 90 or more days delinquent, and requests to restructure loan payment schedules. For financial 
assets assessed as credit-impaired at the reporting date, the Credit Union continues to recognize a loss 
allowance equal to lifetime expected credit losses, with interest revenue calculated based on the net carrying 
value of the asset, rather than the gross amount. 

Loss allowances for expected credit losses are presented in the statements of financial position as follows: 

 For financial assets measured at amortized cost, as a deduction from the gross carrying amount of 
the financial assets; 

 For loan commitments and financial guarantee contracts, as a provision; and
 For facilities with both a drawn and undrawn component where the Credit Union cannot separately 

identify expected credit losses between the two components, as a deduction from the carrying 
amount of the drawn component. Any excess of the loss allowance over the carrying amount of the 
drawn component is presented as a provision. 

Financial assets are written off when the Credit Union has no reasonable expectations of recovering all or 
any portion thereof. 

Derecognition of financial assets 
The Credit Union derecognizes a financial asset when its contractual rights to the cash flows from the 
financial asset expire, or the financial asset has been transferred under particular circumstances. 

For this purpose, a financial asset is transferred if the Credit Union either: 
 Transfers the right to receive the contractual cash flows of the financial asset, or; 
 Retains the right to receive the contractual cash flows of the financial asset, but assumes an 

obligation to pay received cash flows in full to one or more third parties without material delay and 
is prohibited from further selling or transferring the financial asset. 

Transferred financial assets are evaluated to determine the extent to which the Credit Union retains the risks 
and rewards of ownership.  When the Credit Union neither transfers nor retains substantially all the risks 
and rewards of ownership of the financial asset, it evaluates whether it has retained control of the financial 
asset. 

Where substantially all risks and rewards of ownership have been transferred, or risks and rewards have 
neither been transferred nor retained and control of the financial asset has not been retained, the Credit 
Union derecognizes the financial asset. At the same time, the Credit Union separately recognizes as assets 
or liabilities the fair value of any rights and obligations created or retained in the transfer. Any difference 
between the carrying amount measured at the date of recognition and the consideration received is 
recognized in net income.  
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Modification of financial assets 
The Credit Union assesses the modification of terms of a financial asset to evaluate whether its contractual 
rights to the cash flows from that asset have expired in accordance with the Credit Union’s derecognition 
policy. 

When the modifications do not result in derecognition of the financial asset, the gross carrying amount of 
the financial asset is recalculated with any difference between the previous carrying amount and the new 
carrying amount recognized in profit or loss.  The new gross carrying amount is recalculated as the present 
value of the modified contractual cash flows discounted at the asset’s original effective interest rate. 

For the purpose of applying the impairment requirements, at each reporting date subsequent to the 
modification, the Credit Union continues to assess whether there has been a significant increase in credit 
risk on the modified financial assets from the date of initial recognition. 

Financial liabilities 

Recognition and initial measurement 
The Credit Union recognizes a financial liability when it becomes party to the contractual provisions of the 
instrument. At the initial recognition, the Credit Union measures financial liabilities at their fair value plus 
transaction costs that are directly attributable to their issuance, with the exception of financial liabilities 
subsequently measured at fair value through profit or loss for which transaction costs are immediately 
recorded in profit or loss. 

Where an instrument contains both a liability and equity component, these components are recognized 
separately based on the substance of the instrument, with the liability component measured initially at fair  
value and the equity component assigned the residual amount. 

Classification and subsequent measurement 
Subsequent to initial recognition, financial liabilities are measured at amortized cost or fair value through 
profit or loss. 

When the transfer of a financial asset does not qualify for derecognition because the Credit Union has 
retained substantially all of the risks and rewards of ownership, a liability is recognized for the consideration 
received. Subsequently, any expense incurred on the financial liability is recognized in net income. 

All other financial liabilities are measured at amortized cost using the effective interest method. Financial 
liabilities measured at amortized cost include member deposits, accounts payable and accrued liabilities, 
and term loans and member shares. 

The classification of a financial instrument or component as a financial liability or equity instrument 
determines where gains or losses are recognized. Interest, dividends, gains and losses relating to financial 
liabilities are recognized in profit or loss while distributions to holders of instruments classified as equity 
are recognized in equity. 

Financial liabilities are not reclassified subsequent to initial recognition. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Derecognition of financial liabilities 
The Credit Union derecognizes a financial liability only when its contractual obligations are discharged, 
cancelled or expire. 

Revenue recognition 
The following describes the Credit Union’s principal activities from which it generates revenue. 

Interest income 
Interest income and expense are recognized in net income using the effective interest method. 

The effective interest rate is the rate that exactly discounts estimated future cash payments over the expected 
life of the financial instrument to the gross carrying amount of the financial asset or amortized cost of the 
financial liability. The effective interest rate is calculated considering all contractual terms of the financial 
instruments, except for the expected credit losses of financial assets. 

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

Interest income and expense is calculated by applying the effective interest rate to the gross carrying amount 
of the financial asset (when the asset is not credit-impaired) or the amortized cost of the financial liability. 

Where a financial asset has become credit-impaired subsequent to initial recognition, interest income is  
calculated in subsequent periods by applying the effective interest method to the amortized cost less the 
ECL of the financial asset. If the asset subsequently ceases to be credit-impaired, calculation of interest 
income reverts to the gross basis. 

Other income 
The Credit Union generates revenue from other revenue streams including service charges, ATM 
surcharges, prepayment penalties, mutual fund commissions, and insurance commissions. Revenue is 
recognized as services are rendered. 

The member obtains the benefit of having the Credit Union perform a revenue generating service. This 
occurs immediately when the service is performed; therefore, revenue is recognized at that point in time. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

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 judgement, considering factors 
specific to an asset or a liability and may affect placement within the fair value hierarchy. 

Government grants 
The Credit Union will recognize government grants when there is reasonable assurance that it will comply 
with the conditions required to qualify for the grant, and that the grant will be received. The Credit Union 
recognizes government grants as a reduction to the related expense that the grant is intended to offset. 

The Credit Union received government grants during the year ended December 31, 2021 in the amount of 
$119,684 (2020 - $316,559) related to the Canada Emergency Wage Subsidy (“CEWS”) and $11,519 (2020 
- $nil) related to the Canada Emergency Rent Subsidy (“CERS”). The Credit Union’s CEWS and CERS 
eligibility is determined based on a revenue decline test prescribed by the Canada Revenue Agency 
(“CRA”). Amounts have been included as an offset to employee salaries and benefits and occupancy costs 
respectively during the year ended December 31, 2021. 

Provisions 
The Credit Union recognizes provisions when it has a present obligation (legal or constructive) as a result 
of past events and it is probable that an outflow of resources will be required to settle the obligation and a 
reliable estimate can be made of the amount of the obligation. 
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5. INVESTMENTS

2021 2020

$ $

Liquidity and term deposits 

Mandatory liquidity pool investments 12,967,628 -

Central 1 liquidity reserve deposit - 12,891,360

Central 1 term deposit - 4,000,000

Accrued interest 58,647 50,691

13,026,275 16,942,051

Equity instruments 

Central 1 Credit Union – Class A 65,808 65,808

Central 1 Credit Union – Class E 534,600 534,600

Central 1 Credit Union – Class F - 589,193

Concentra Financial – Class D 1,000,000 1,000,000

CU CUMIS Wealth Holdings LP Inc. 2         2  

1,600,410 2,189,603

14,626,685 19,131,654

The Credit Union’s policy is to maintain High Quality Liquid Assets (“HQLA”) at a minimum of 6% of 
total assets under normal circumstances. As of December 31, 2021, the Credit Union has met this 
requirement. 

The shares in Central 1 are required as a condition of membership and are redeemable upon withdrawal of 
membership or at the discretion of the Board of Directors of Central 1. In addition, the member credit 
unions are subject to additional capital calls at the discretion of Central 1's Board of Directors.  

Central 1 Class A shares are subject to an annual rebalancing mechanism and are redeemable at the option 
of Central 1. There is no separately quoted market value for these shares, however fair value is determined 
to be equivalent to the par value. 

Central 1 Class E shares are redeemable at $100 per share. There is no separately quoted market value for 
these shares. The fair value is determined to equal the redemption value. 

Concentra Financial Class D shares are redeemable at $25 per share. There is no separately quoted market 
value for these shares. The fair value is determined to equal the redemption value.  

On January 1, 2021 the segregation of the mandatory liquidity pool maintained by Central 1 Credit Union 
was finalized. The deposits held in the mandatory liquidity pool by the Credit Union of $12,891,360 were 
forgiven in exchange for a portfolio of high quality liquid assets invested through the Credit Union’s trust 
account. Subsequent to the segregation, Central 1 Class F shares of $589,193 were redeemed at par in cash 
to the Credit Union. The segregation of the mandatory liquidity pool resulted in a $94,805 gain on the 
statement of income and comprehensive income.
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6. DERIVATIVES

The Credit Union has outstanding $129,725 (2020 - $162,522) in index linked term deposits to its members. 
The index linked term deposits are three-year and five-year deposits that pay interest at the end of the term, 
based on the performance of a variety of indices. The embedded derivative associated with these deposits 
are presented in liabilities and have a fair value of $15,768 (2020- $16,815). 

The Credit Union has entered into hedge agreements with Central 1 to offset the exposure to the indices 
associated with this product, whereby the Credit Union pays a fixed rate of interest for the term of each 
index linked term deposit on the face value of the deposits sold. At the end of the term, the Credit Union 
receives an amount equal to the amount that will be paid to the depositors, based on the performance of the 
indices. As at December 31, 2021, the Credit Union had entered into such contracts on index linked term 
deposits for a total of $129,725. The agreements are secured by a general security agreement covering all 
assets of the Credit Union. 

2021 2020

$ $

Derivative assets 

Index linked derivative receivable from Central 1 15,768 16,815

Derivative liabilities 

Index linked derivatives payable on member deposits 15,768 16,815

These derivatives have a fair value that varies based on the particular contract and changes in the underlying 
index. The purpose of the derivative asset is to mitigate exposure of the corresponding derivative owing to 
members on its index-linked deposits.  
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7. LOANS TO MEMBERS 

2021 

Personal

Loans

Residential

Mortgages

Commercial

Loans

Total

Principal balance 3,479,090 138,570,301 11,762,151 153,811,542

Accrued interest 20,809 239,443 22,655 282,907

Gross carrying amount 3,499,899 138,809,744 11,784,806 154,094,449

Allowance for impaired loans (Note 8)  (234,272) (857,829) (76,312) (1,168,413)

Net carrying amount 3,265,627 137,951,915 11,708,494 152,926,036

2020 

Personal

Loans

Residential

Mortgages

Commercial

Loans

Total

Principal balance 4,523,026 139,210,911 20,039,461 163,773,398

Accrued interest 40,944 564,910 30,867 636,721

Gross carrying amount 4,563,970 139,775,821 20,070,328 164,410,119

Allowance for impaired loans (Note 8)  (199,832) (1,398,277) (87,377) (1,685,486)

Net carrying amount 4,364,138 138,377,544 19,982,951 162,724,633

Personal loans consist of term loans and lines of credit that are not real estate secured and, as such, have 
various repayment terms. Certain personal loans are secured by wage assignments and personal property 
or investments, and others are secured by wage assignment only. Personal loans have fixed or variable 
interest rates and a maximum term of 5 years with an average rate of 7.81% at December 31, 2021 (2020 – 
7.73%). 

Residential mortgages are loans and lines of credit secured by residential property and are generally 
repayable monthly with blended payments of principal and interest. Residential mortgages have fixed or 
variable interest rates with an average rate of 2.97% at December 31, 2021 (2020 - 3.39%). 

Commercial loans consist of syndicated loans, commercial 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, and personal guarantees.  
These loans have fixed or variable interest rates with an average rate of 4.14% at December 31, 2021 
(2020 - 4.10%). 

Concentration of Risk 
The Credit Union has an exposure to groupings of individual loans which concentrate risk and create 
exposure to particular segments. 

As at December 31, 2021 there are 12 loans (2020 - 20 loans) that exceed 10% of members' equity. The 
combined total of these loans is $15,208,675 (2020 - $29,367,715). 
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7. LOANS TO MEMBERS (continued) 

2021 2020

$ $

Syndicated commercial loans 2,542,034 6,567,350

Residential mortgages 11,645,008 21,564,852

Commercial loans 1,021,633 1,235,513

15,208,675 29,367,715

All member loans are with members located in Ontario. 

8. ALLOWANCE FOR IMPAIRED LOANS 

The allowance for impaired loans is broken down as follows: 

2021 

Personal

Loans 

Residential

Mortgages

Commercial

Loans

Total

Stage 1  6,709 822,455 49,846 879,010

Stage 2  580 26,606 26,466 53,652

Stage 3 226,983 8,768 - 235,751

234,272 857,829 76,312 1,168,413

2020 

Personal

Loans 

Residential

Mortgages

Commercial

Loans

Total

Stage 1  16,749 478,853 72,920 568,522

Stage 2  134 209,213 13,457 222,804

Stage 3 182,949 710,211 1,000 894,160

199,832 1,398,277 87,377 1,685,486

Of the $598,776 (2020 - $5,678,219) of impaired loans, the Credit Union has security valued at $382,000 
(2020 - $6,310,000). 
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8. ALLOWANCE FOR IMPAIRED LOANS (continued)

Loans past due but not impaired is broken down as follows: 

1-29 days 

2021

30-59 days 60-89 days Total

Residential mortgages 5,236,210 2,290,761 - 7,526,971

Personal loans 34,798 59,233 77,606     171,637

Commercial loans 1,266,298 510,075 1,021,633 2,798,006

6,537,306 2,860,069 1,099,239 10,496,614

1-29 days 

2020

30-59 days 60-89 days Total

Residential mortgages 1,175,696 - - 1,175,696

Personal loans 81,464 46,101 11,489 139,054

Commercial loans - - 468,173 468,173

1,257,160 46,101 479,662 1,782,923

A loan is considered past due when a counterparty has not made a payment on the contractual date. The 
table above 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, and ii) no events have occurred that have a detrimental 
impact on the estimated future cash flows of the loan since its initial recognition. 

The principal collateral and other credit enhancements the Credit Union holds as security for loans include 
(i) personal property, 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. 

Movement in individual specific provision and collective provision for impairment: 

Stage 3 Stage 2 Stage 1 Total

Balance at January 1, 2021 894,160 222,804 568,522 1,685,486

Recoveries of loans previously 

written off 

- - - -

Provision charged to net income (658,409) (169,152) 310,488 (517,073)

235,751 53,652 879,010 1,168,413

Loans written off - - - -

Balance at December 31, 2021 235,751 53,652 879,010 1,168,413
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8. ALLOWANCE FOR IMPAIRED LOANS (continued)

Stage 3 Stage 2 Stage 1 Total

Balance at January 1, 2020 779,594 70,183 499,668 1,349,445

Recoveries of loans previously 

written off 

(67,477) -    - (67,477)

Provision charged to net income 182,043 152,621 68,854 403,518

894,160 222,804 568,522 1,685,486

Loans written off - - - -

Balance at December 31, 2020 894,160 222,804 568,522 1,685,486

Key Assumptions in Determining the Allowance for Impaired Loans Collective Provision 

All loans have a probability of default. The Credit Union uses historical loss ratios of loans with similar 
characteristics to estimate the probability and severity of loss on origination of new loans issued. At each 
reporting date, the Credit Union considers evidence of potential impairment such as industrial restructuring, 
job losses or economic circumstances. The methodology and assumptions used for estimating future cash 
flows are reviewed regularly by the Credit Union to reduce any differences between loss estimates and 
actual loss experience. During the year ended December 31, 2021, expected credit losses decreased as 
compared to the previous year due to improved forward looking indicators related to the COVID-19 
pandemic. 

For loans that have not increased in credit risk since origination, the Credit Union allows for 12 month 
expected credit losses (Stage 1 provision). For loans that have experienced significant increase in credit 
risk since origination, the Credit Union allows for lifetime expected credit losses (Stage 2 provision).  
Loans are considered to have significantly increased credit risk when payments are 30 days past due.   
Loans that are 90 days past due are specifically identified as impaired (Stage 3) and are evaluated 
individually for collateral and expected loss provision.  
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9. PROPERTY, EQUIPMENT AND RIGHT-OF-USE ASSETS 

Land Building
Right-of-use 

assets
Furniture 
& fixtures

Computer 
equipment ATM Total

 Cost 
Balance at December 31, 2019 1,113,359 3,173,379 495,368 597,826 942,139 102,919 6,424,990

Additions - 26,438 - - 25,554 - 51,992
Disposals - (80,125) - (328,145) (798,977) (100,535) (1,307,872)
Transfer to held for sale (88,035) (1,110,258) - - - - (1,198,293)

Balance at December 31, 2020 1,025,324 2,009,344 495,368 269,681 168,716 2,384 3,970,817
Additions - 492 - - 35,708 - 36,200

Balance at December 31, 2021 1,025,324 2,009,836 495,368 269,681 204,424 2,384 4,007,017

 Depreciation 
Balance at December 31, 2019 - 884,408 82,561 469,945 834,421 102,113 2,373,448

Depreciation - 100,543 82,561 5,644 34,287 239 223,274
Disposals - (80,215) - (328,145) (798,977) (100,535) (1,307,872)
Transfer to held for sale - (393,177) - - - - (393,177)

Balance at December 31, 2020 - 511,559 165,122 147,444 69,731 1,817 895,673
Depreciation - 58,309 82,561 4,704 32,555 199 178,328

Balance at December 31, 2021 - 569,868 247,683 152,148 102,286 2,016 1,074,001

 Net book value 
As at December 31, 2020 1,025,324 1,497,785 330,246 122,237 98,985 567 3,075,144
As at December 31, 2021 1,025,324 1,439,968 247,685 117,533 102,138 368 2,933,016

Depreciation for right-of-use assets was represented within depreciation within the statement of comprehensive income (loss) for the year.
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10. ASSETS HELD FOR SALE 

During the year ended December 31, 2021, the assets previously held for sale relating to the King Street, 
Hamilton, ON, Chrysler Drive, Brampton, ON, and Main Street, Hamilton, ON branches were sold for 
aggregate net proceeds of $1,375,914, resulting in a gain on sale of assets of $570,798. 

11. INTANGIBLES 

Software 
$ 

Cost 
As at December 31, 2019 547,562

Additions 31,500

As at December 31, 2020 579,062
Additions 7,933

As at December 31, 2021 586,995

Amortization 
As at December 31, 2019 253,410

Depreciation 55,690

As at December 31, 2020 309,100
Depreciation 57,906

As at December 31, 2021 367,006

Net book value
As at December 31, 2020 269,962
As at December 31, 2021 219,989

12. DEFINED BENEFIT PLAN AND OBLIGATION FOR POST-RETIREMENT BENEFITS 

The Credit Union sponsors a registered pension plan that has a defined benefit component and a defined 
contribution component. The defined benefit component is non-contributory and was closed to new 
participants on January 1, 2009. The plan was closed to existing participants on March 31, 2014. The Credit 
Union makes contributions to the fund, based on periodic valuation reports prepared by an independent 
actuary, in accordance with regulatory requirements. 

The Credit Union also pays certain medical and dental benefits on behalf of its eligible retired employees.  
Certain active employees prior to 2009 who retire from full-time employment after the attainment of age 
55 years and completion of ten years of continuous service, will qualify for post-retirement medical and 
dental benefits under current provisions. Employees after 2009 who retire from full-time employment after 
the attainment of age 55 years and completion of 20 years of continuous service, will qualify for 
reimbursement of approved expenses to a maximum of $1,500 per year. The Credit Union recognizes these 
post-employment costs in the period in which employees' service was rendered. There are no assets in this 
plan and therefore this plan is unfunded. 
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12. DEFINED BENEFIT PLAN AND OBLIGATION FOR POST-RETIREMENT BENEFITS 
(continued) 

The changes in these defined benefit plans during the year are as follows: 

Reconciliation of 
funded status Pension plans Post retirement benefits Total Total 

As of December 31, 2021 2020 2021 2020 2021 2020 

Fair value of plan assets 2,719,900 2,860,100 - -  2,719,900 2,860,100 

Present value of plan 
obligations

(2,546,600) (2,779,200) (1,313,000) (1,472,400) (3,859,600) (4,251,600) 

Net plan (surplus) 
obligations 173,300 80,900 (1,313,000) (1,472,400) (1,139,700) (1,391,500)

Movement in the present value of defined benefit obligations: 

Actuarial Plan 
Obligation Pension plans Post retirement benefits Total Total 

As of December 31, 2021 2020 2021 2020 2021 2020 

Opening defined 
benefit obligation 2,779,200 2,627,200 1,472,400 1,359,600 4,251,600 3,986,800
Current service cost - - 8,100 7,600 8,100 7,600 

Interest cost 62,100 76,600 33,400 40,000 95,500 116,600 

Actuarial (gain) loss (134,500) 220,900 (142,000) 131,200 (276,500) 352,100 

Benefits paid (160,200) (145,500) (58,900) (66,000) (219,100) (211,500) 

Closing defined benefit 
obligation 2,546,600 2,779,200 1,313,000 1,472,400 3,859,600 4,251,600

Movement in the fair value of plan assets: 

Fair value of plan 
assets Pension plans Post retirement benefits Total Total 

As of December 31, 2021 2020 2021 2020 2021 2020 

Opening fair value of 
plan assets 2,860,100 2,721,600 - - 2,860,100 2,721,600
Expected return 63,900 79,500 - - 63,900 79,500 

Actuarial gains (losses) (43,900) 204,500 - - (43,900) 204,500 

Contributions by 
employer - - 58,900 66,000 58,900 66,000
Benefits paid (160,200) (145,500) (58,900) (66,000) (219,100) (211,500) 

Closing fair value of 
plan assets 2,719,900 2,860,100 - - 2,719,900 2,860,100
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12. DEFINED BENEFIT PLAN AND OBLIGATION FOR POST-RETIREMENT BENEFITS 
(continued)

Assets of the defined benefit pension plan are held by CUMIS and invested in pooled mutual funds.   
Investment funds are diversified across Canadian equities (19.5%), foreign equities (40.0%), bonds (37.7%) 
and cash and cash equivalents (2.8%). 

Expenses recognized 
in net income Pension plans Post retirement benefits Total Total 

As of December 31, 2021 2020 2021 2020 2021 2020 

Current service cost - - 8,100 7,600 8,100 7,600 

Interest cost 62,100 76,600 33,400 40,000 95,500 116,600 

Net plan obligations 62,100 76,600 41,500 47,600 103,600 124,200 

These plans expose the Credit Union to actuarial risks, such as longevity risk, interest rate risk, a market 
(investment) risk. 

Contributions 
In 2021, the Credit Union expects to contribute $Nil to the Defined Benefit Plan in accordance with normal 
funding policy. Additionally, the Credit Union does not anticipate having to make material special 
contributions to its pension plans in 2021.  

Actuarial Assumptions 
The weighted average actuarial assumptions were as follows: 

Pension plans  Post retirement benefits 

2021 2020 2021 2020

Discount rate 2.95% 2.30% 2.95% 2.30%

Rate of increase in salaries 0.00% 0.00% 0.00% 2.00%

Rate of medical cost escalation 0.00% 0.00% 5.00% 5.00%

Rate of dental cost escalation 0.00% 0.00% 5.00% 3.00%

Expected rate of return on assets 2.95% 2.30% 0.00% 0.00%

Sensitivity Analysis 
A 1% increase or decrease in the discount rate would cause the pension benefit obligation to decrease or 
increase approximately $222,600 and $260,700 respectively. A 1% increase or decrease in the discount rate 
would have resulted in a decrease and increase to the benefit obligation for post-retirement benefits of 
approximately $136,200 and $164,600 respectively.  Changes in the salary rate growth will not impact the 
pension benefit obligation as the pension has been closed. 

Medical Cost Trend 
The medical cost trend is based on the Credit Union's actuarial medical claims experience and future 
projections of medical costs. The average medical cost trend rate used was 5% in 2021. The dental cost is 
expected to stay static at 5%.  A 1% increase or decrease in the trend rate would have resulted in an increase 
or decrease in the benefit obligation for post retirement benefits of approximately $118,600 and $102,400 
respectively at December 31, 2021.  
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13. LEASE LIABILITY 

The Credit Union has a lease for a branch location. The rental contract is for seven years and includes 
extension options.  Contracts contain only lease and non-lease components. The Credit Union allocates the 
consideration in the contract to the lease and non-lease components based on their relative stand-alone 
prices. Lease terms are negotiated on an individual basis and contain a wide range of different terms and 
conditions. The lease agreement does not impose any covenants other than the security interests in the lease 
asset that are held by the lessor. Leased asset may not be used as a security for borrowing purposes. 

2021

December 

31, 2020

Future 

minimum 

lease 

payments Interest

Present 

value of 

minimum 

lease 

payments

Present 

value of 

minimum 

lease 

payments

$ $ $ $

Less than one year 92,669 9,039 83,630 78,618

Between one and three years 192,322 7,673 184,649 173,897

More than three years - - - 94,381

284,991 16,712 268,279 346,896

Additions to the lease liability during the 2021 financial year were $nil. Interest expense for the lease 
liability was represented within occupancy costs within the statement of income and comprehensive income 
(loss) for the year. Interest expense on the lease liability was $12,235 and has been included in interest 
expense. During the year the Credit Union made lease payments totaling $90,852. 

14. MEMBERS’ DEPOSITS 

2021 2020

$ $

Chequing accounts 51,439,529 48,595,767

Savings accounts 24,859,375 25,395,206

Term deposits 45,649,849 60,654,664

Tax-free savings accounts 14,779,544 16,329,221

Registered retirement savings plans 24,184,026 27,361,178

Registered retirement income funds 19,412,043 22,159,314

Accrued interest 1,093,797 1,497,221

181,418,163 201,992,571

Chequing and savings accounts are due on demand. 
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14. MEMBERS’ DEPOSITS (continued) 

Term deposits have fixed rates of interest for terms up to five years, or pay a return based on market indexes.  
Interest can be paid monthly, annually, or upon maturity. At December 31, 2021, the average interest rate 
on term deposits was 2.08% (2020 – 2.57%).  

Registered retirement savings plans and tax-free savings accounts can be fixed or variable rate, or pay a 
return based on market indexes.  Fixed rate deposits have similar terms and rates as the term deposits 
described above. 

Registered retirement income fund accounts can be fixed or variable rate with terms similar to those of 
registered retirement savings plan accounts described above.  Members may make withdrawals from 
RRIFs on a monthly or annual basis according to individual needs and statutory requirements. 

Concentration of Risk 
The Credit Union has an exposure to groupings of individual deposits which concentrate risk and create 
exposure to particular segments. 

The total value of individual or related groups of members deposits which exceed 1% of member deposits 
is $10,811,879 in 2021 (2020 - $7,153,158).  All member deposits are with members located in Ontario. 

15. SHARES 

2021 2021 2020 2020

Liability Equity Liability Equity

Class A shares 101,874 916,870 103,378 930,397

Class B shares 207,496 1,867,458 210,103 1,890,940

Membership shares, voting 38,393 - 40,198 -

347,763 2,784,328 353,679 2,821,337

Class A shares are non-cumulative, non-voting and non-participating and rank in priority to Class B shares 
and membership shares. Class A shares are redeemable in any fiscal year after the first five years subsequent 
to issuance, to the extent of 10% of the total Class A shares outstanding at the end of the previous fiscal 
year, or at any time after the death of the shareholder, subject to approval from the Board of Directors. 

Class B shares are non-cumulative, non-voting shares ranking in priority to membership shares. Class B 
shares are redeemable at the issue price after the first five years subsequent to issuance. Redemption in any 
fiscal year may not exceed 10% of the Class B shares outstanding at the end of the previous fiscal year, 
subject to approval from the Board of Directors. 

Members are required to own one membership share with a par value of $5 per share. Amounts paid for 
shares may be withdrawn upon termination of membership or after the death of the shareholder. As at 
December 31, 2021 the Credit Union had 10,137 members. During the year ended December 31, 2021, the 
Credit Union issued $1,845 of membership shares and redeemed $3,650 of membership shares.  
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16. CAPITAL MANAGEMENT 

The Credit Union maintains policies and procedures relative to capital management so as to ensure that 
capital levels are sufficient to cover the risks inherent in the business. The Credit Union considers its capital 
to comprise cash, membership shares, retained earnings, interest-bearing deposit, investment shares, 
contributed surplus, AOCI and stage 1 and 2 expected credit losses. 

The Credit Unions and Caisses Populaires Act, 1994 requires that the Credit Union maintain regulatory 
capital of 4% of total assets and 8% of a risk weighted equivalent value. The Credit Union has also approved 
an internal policy for capital requirements of 5% of total assets and 9% of risk weighted equivalent values. 
The risk weighted equivalent value is calculated by applying risk weight percentages as prescribed by the 
Act to various assets, operational and interest rate risk criteria. 

Regulatory capital 2021 2020

$ $

Tier 1 capital 

Membership shares 38,393 40,198

Class A and B shares 2,784,328 2,821,337

Retained earnings 5,579,845 5,344,571

Contributed surplus 2,065,797 2,065,797

Defined benefit plan (173,300) (80,900)

Tier 2 capital 

Redeemable portion of Class A and B shares 309,370 313,481

Actuarial losses in accumulated other comprehensive 

income 

(568,706) (801,306)

Stage 1 and 2 expected credit losses 903,346 791,326

10,939,073 10,494,504

Percentage of total assets 5.63% 4.90%

Risk weighted equivalent value 72,267,661 88,176,218

Percentages of risk weighted assets 15.14% 11.90%

Tier 2 capital includes the stage 1 and 2 expected credit losses up to a maximum of 1.25 per cent of the risk 
weighted assets of the Credit Union. 
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16. CAPITAL MANAGEMENT (continued) 

The Act also requires that the Credit Union maintain prudent levels of liquidity sufficient to meet its cash 
flow needs.  Assets held for liquidity purposes include: 

2021 2020

$ $

Mandatory liquidity pool investments 23,144,324 -

Cash and interest-bearing deposits - 27,311,633

Liquidity deposits with Central 1 Credit Union 12,967,628 16,891,360

36,111,952 44,202,993

% of member deposits and borrowings 19.91% 21.88%

17. INTEREST REVENUE 

2021 2020

$ $

Personal loans 295,200 385,715

Mortgages 4,271,233 4,441,994

Commercial and syndicated loans 618,125 930,373

Investments 282,986 453,686

5,467,544 6,211,768

18. INTEREST EXPENSE 

2021 2020

$ $

Chequing and savings accounts 161,250 205,399

Term deposits 1,313,783 1,693,615

Tax-free savings accounts 217,838 274,981

Registered retirement savings plans 441,381 614,364

Registered retirement income funds 359,134 403,671

2,493,386 3,192,030
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19. OTHER INCOME  

2021 2020

$ $

Gain on sale of assets held for sale (Note 10) 570,798 -

Mortgage penalties 448,287 170,555

Account and transactions fees 363,971 357,625

Commissions and fees 67,016 85,200

Administration charges 28,804 94,247

Foreign exchange gains 17,919 36,456

1,496,795 744,083

20. INCOME TAX  

The total provision for income taxes is at a rate below the combined federal and provincial statutory 
income tax rates for the following reasons: 

2021 2020

Combined federal and provincial statutory income tax rates  26.5% 26.5%

Small business deduction and rate reduction for credit unions  (12.3%) (14.2%)

Other 8.6% (0.1%)

22.8% 12.2%

The current provision for income taxes is at a rate below the combined federal and provincial statutory 
income tax rates for the following reasons: 

2021 2020

Combined federal and provincial statutory income tax rates  26.5% 26.5%

Small business deduction and rate reduction for credit unions (12.3%) (14.2%)

Impact of tax losses - (14.8%)

Other 14.6%  2.5% 

28.8% - 
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20. INCOME TAX (continued) 

The tax effects of temporary differences which give rise to the deferred tax asset is from differences between 
amounts deducted for accounting and income tax purposes. The net deferred income tax assets is comprised 
of the following: 

2021 2020

Allowance for impaired loans (119,655) (118,900)

Property and equipment 98,972 93,949 

Non-capital losses & tax credits (14,056) (42,006)

Defined benefit plans (153,860) (187,853)

Other (58,401) (3,190)

(247,000) (258,000)

21. NET CHANGE IN NON-CASH WORKING CAPITAL 

Net change in non-cash working capital consists of: 

2021 2020

$ $

Accounts receivable 263,923 (181,528)

Prepaid expenses 37,959 (31,678)

Income taxes payable 91,947 -

Accounts payable 662,832 (54,491)

Other changes in non-cash working capital (19,200) (21,300)

1,037,461 (288,997)

22. RELATED PARTY TRANSACTIONS 

The Credit Union entered into the following transactions with key management personnel, which are 
defined by IAS 24, Related Party Disclosures, as those persons having authority and responsibility for 
planning, directing and controlling the activities of the Credit Union, including directors and senior 
management. 

2021 2020

Compensation $ $

Salaries and other short-term employee benefits 242,331 467,831

Total pension and other post-employment benefits 28,823 35,699

271,154 503,530
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22. RELATED PARTY TRANSACTIONS (continued)
2021  2020

Loans to key management personnel and directors $  $

Aggregate value of loans and lines of credit approved 2,100,000  76,150

Total value of mortgage loans outstanding at year-end 2,324,650  206,541

Interest received on loans advanced 19,644  5,728

Total value of lines of credit outstanding at year-end 1,006,928  1,543,165

Interest received on lines of credit advanced 11,600  18,554

Unused value of lines of credit 778,083  153,295

The Credit Union's policy for lending to key management personnel is that the loans are approved on the 
same conditions which apply to members, with discounted interest rates being offered up to defined 
thresholds.  

2021 2020

Deposits from key management personnel and directors $ $

Aggregate value of term and savings deposits 149,000 155,469

Total interest paid on term and savings deposits 2,234 2,688

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. 

Included in staff and director expenses are honoraria totaling $50,250 (2020 - $36,145). 

The Act requires the disclosure of remuneration paid to the five highest paid officers and/or employees 
whose total remuneration for the year exceeds $150,000. 

Base Variable Value of 
Salary Compensation Benefits 

William Jones, CEO 150,000   -   16,450  
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23. FINANCIAL INSTRUMENTS 

The following table represents the carrying amount by classification. 

 2021 2020

Assets at Fair Value Through Profit and Loss: 
Cash and interest-bearing deposits 23,144,324 27,311,633
Derivatives 15,768 16,815
Equity investments 1,600,410 2,189,603

24,760,502 29,518,051

Assets at Fair Value Through Other Comprehensive 
Income: 
Mandatory liquidity pool investments 12,967,628 -

Assets at Amortized Cost: 
Liquidity and term deposits - 16,942,051
Loans to members 152,926,036 162,724,633
Accounts receivable 38,309 302,232

152,964,345 179,968,916

Liabilities at Fair Value Through Profit or Loss: 
Derivatives 15,768 16,815

Liabilities at Amortized Cost: 
Members’ deposits 181,418,163 201,992,571
Shares 347,763 353,679
Accounts payable 1,126,220 463,388

182,892,146 202,809,638

The amounts set out below represent the fair values of the Credit Union's financial instruments carried at 
amortized cost, where fair value differs from carrying cost. Accounts receivable, members shares and 
accounts payable carrying values are considered to approximate their fair values since these instruments 
reprice to market frequently and due to their short term nature. 

Fair value of variable rate loans and member deposits are assumed to equal the book value as the interest 
rates on these loans and deposits repriced to market on a periodic basis. 
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23. FINANCIAL INSTRUMENTS (continued) 

Fair value of fixed rate investments, fixed rate loans, and fixed rate member deposits is determined by 
discounting the expected future cash flows of these investments, loans, and deposits at current market rates 
for products with similar terms and credit risks.  Contractual cash flows are assumed to represent expected 
cash flows. 

December 31, 2021 Fair Value Book Value
Fair Value Over 

(Under) Book Value
Assets 
Loans to members 153,346,573 152,926,036 420,537

Liabilities 
Members’ deposits 180,302,553 181,418,163 (1,115,610)

December 31, 2020 Fair Value Book Value
Fair Value Over 

  (Under) Book Value
Assets 
Central 1 liquidity and term deposits 17,036,856 16,942,051 94,805
Loans to members 165,948,206 162,724,633 3,223,573

Liabilities
Members’ deposits 199,706,021 201,992,571 (2,286,550)

Financial Instruments Measured At Fair Value 
The following table provides an analysis of investments that are measured subsequent to initial recognition 
at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable: 

Level 1 
Fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical 
assets or liabilities using the last bid price; 

Level 2 
Fair value measurements are those derived from inputs other than quoted prices included within Level 1 
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from 
prices); and 

Level 3 
Fair value measurements are those derived from valuation techniques that include inputs for the asset or 
liability that are not based on observable market data (unobservable inputs). 
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23. FINANCIAL INSTRUMENTS (continued)

The level in the fair value hierarchy within which the financial asset or financial liability is categorized is 
determined on the basis of the lowest level of input that is significant to the fair value measurement. 
Financial assets and financial liabilities are classified in their entirety into only one of three levels. 

December 31, 2021 
Financial Instruments  
Measured at Fair Value 

Level 1 Level 2 Level 3 Total

Cash and interest-bearing deposits 23,144,324 - - 23,144,324
Derivatives - - 15,768 15,768
Equity instruments - 1,600,410 - 1,600,410
Mandatory liquidity pool investments 12,967,628 - - 12,967,628
Total assets 36,111,952 1,600,410 15,768 37,728,130

Derivatives - - 15,768 15,768

December 31, 2020  
Financial Instruments  
Measured at Fair Value 

Level 1 Level 2 Level 3 Total

Cash and interest-bearing deposits 27,311,633 - - 27,311,633
Derivatives - - 16,815 16,815
Equity instruments - 2,189,603 - 2,189,603
Total assets 27,311,633 2,189,603 16,815 29,518,051

Derivatives - - 16,815 16,815

Reconciliation of Level 3 financial instruments 2021 2020
Balance January 1 16,815 22,937
Losses included in the statement of income as investment income (1,047) (6,122)
Balance December 31 15,768 16,815
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24. RISK MANAGEMENT 

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 reports, at least 
quarterly, from senior management through which it reviews the effectiveness of the processes put in place 
and the appropriateness of the objectives and policies it sets. 

Credit Risk 
The Credit Union is exposed to the risk of loss related to loans to members. The Credit Union invests in 
loans as its primary source of revenue.  Credit is granted through consideration of the member's character, 
credit history, capacity for debt, and value of collateral available to secure the loan.  Mortgages are secured 
by real property.  Term loans and lines of credit are secured by other assets equivalent to the approved 
balance on the loan. 

With respect to credit risk, the Board of Directors receives monthly reports summarizing new loans, 
delinquent loans and overdraft utilization. The Board of Directors also receives an analysis of bad debts 
and allowance for doubtful loans monthly. 

A sizeable portfolio of the loan book is secured by residential property in Hamilton, Oakville, and 
Brampton, Ontario. Therefore, the Credit Union is exposed to the risks in reduction of the loan to valuation 
ratio (LVR) coverage 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. 

Liquidity Risk 
Liquidity risk consists of the risk that the Credit Union is unable to generate sufficient cash to meet 
commitments as they come due.  The Credit Union maintains a liquidity reserve with Central 1 Credit 
Union as described in Note 5.  The Credit Union is also required by statute to maintain a prescribed amount 
of liquid assets to mitigate liquidity risk.  Liquidity requirements based on expected maturity of member 
deposits, and the corresponding maturity of investments in loans, is described in the chart under Interest 
Rate Risk below. The Credit Union mitigates this risk by monitoring cash activities and expected outflows 
so as to meet all cash outflow obligations as they fall due. 

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. 

Currency Risk 
Currency risk relates to the Credit Union operating in different currencies and converting non-Canadian 
earnings at different points in time at different foreign exchange levels when adverse changes in foreign 
currency exchange rates occur. 
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24. RISK MANAGEMENT (continued)

The Credit Union's foreign exchange risk is related to deposits and investments denominated in United 
States dollars. The Credit Union limits its holdings in foreign currency to a maximum net open position of 
$300,000 in that same currency in accordance with its investment policy. Foreign currency changes are 
continually monitored for effectiveness of its foreign exchange mitigation activities and holdings are 
adjusted when offside of the investment policy. 

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 is required to establish policies and procedures to limit its exposure to interest rate risk.  
These policies must ensure that the Credit Union's net income before income taxes are not impacted by an 
amount greater than 0.15% of the Credit Union's total assets based on interest rate fluctuations that may 
reasonably be expected to occur.  Measurement and management of exposure of interest rate sensitivity is 
done through a combination of income simulation and maturity gap analysis.  The Credit Union's interest 
rate risk results from the fact that the maturity or repricing dates for interest rate sensitive assets differs 
from that for the interest rate sensitive liabilities. 

The Credit Union is exposed to interest rate price risk as a result of fixed rate financial instruments.  The 
Credit Union is exposed to interest rate cash flow risk as a result of its variable rate financial instruments. 

Fixed rate financial instruments maturity dates substantially coincide with interest adjustment dates. 

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. 

Interest sensitive assets and liabilities cannot normally be perfectly matched by amount and term to 
maturity. The Credit Union's risk due to changes in interest rates determined that an increase in interest 
rates of 1.0% could result in an increase to net income of $196,000 while a decrease in interest rate of 0.25% 
could result in a decrease to net income of $22,000. 

The tables on the following page identifies the maturity dates of interest rate sensitive financial instruments, 
excluding accrued interest and ECLs. 
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24. RISK MANAGEMENT (continued)

2021 

Variable Within
3 months

4 to 12
 months

Greater than
 1 year

Not rate
sensitive

Total

Assets 
Cash 23,144,324 - - - - 23,144,324
effective rate % 0.10 - - - -

Loans to members 20,847,564 6,456,791 25,242,701 101,264,486 - 153,811,542
effective rate % 4.41 3.51 3.52 2.80 -

Investments - 1,491,967 3,727,640 7,748,021 1,600,410 14,568,038
effective rate % - 0.10 0.57 1.03 -

Liabilities 
Members’ deposits 88,554,074 14,428,402 46,757,685 30,584,205 - 180,324,366
effective rate % 0.22 2.05 2.00 2.24 -

2020 

Variable Within
3 months

4 to 12
 months

Greater than
 1 year

Not rate
sensitive

Total

Assets 
Cash 27,311,633 - - - - 27,311,633
effective rate % 0.27 - - - -

Loans to members 29,811,283 3,104,400 16,853,880 114,003,835 - 163,773,398
effective rate % 4.42 3.40 3.34 3.42 -

Investments - 7,395,510 6,250,000 3,245,850 2,189,603 19,080,963
effective rate % - 0.2 1.03 1.58 -

Liabilities 
Members’ deposits 86,111,038 8,759,044 42,235,687 63,389,581 - 200,495,350
effective rate % 0.37 2.15 1.80 2.64 -

25. COMMITMENTS 

Mortgages and Loans 
Outstanding commitments for future advances on mortgages and loans are $248,566 (2020 - $4,491,445). 

Credit Lines 
Unused lines of credit available to members are $20,675,040 (2020 - $20,480,854). 

Credit Letters 
Outstanding letters of credit are $153,403 (2020 - $231,080). 

26. PROVISION 

The Credit Union has been named in a statement of claim and has received grievances related to 
employment matters. These matters are being vigorously defended. The anticipated expenditure required to 
settle the obligation is a significant estimate and includes compensation to the counterparties and 
incremental legal costs. The Credit Union has estimated the expenditure on the basis of the nature of the 
claim, past claims and Ontario labour practices. A provision expense of $424,140 has been charged to 
employee salaries and benefits on the statement of income and comprehensive income (loss) and is included 
in accounts payable and accrued liabilities on the statement of financial position. 


