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MANAGEMENT’S REPONSIBILITY

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.
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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, 2022, and the statement of income and comprehensive
income, changes in member's 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, 2022, 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.

MNP LLP
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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:

e 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e 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.

e 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.

Waterloo, Ontario Chartered Professional Accountants

March 16, 2023 Licensed Public Accountants

MNP



MOMENTUM CREDIT UNION LIMITED

STATEMENT OF FINANCIAL POSITION

As at December 31

Assets

Cash and interest-bearing deposits
Investments (Note 5)

Derivatives (Note 6)

Loans to members (Note 7)
Accounts receivable

Prepaid expenses

Lease receivable

Property, equipment and right-of-use asset (Note 9)
Intangible assets (Note 10)
Deferred income taxes (Note 19)
Defined benefit plan (Note 11)

TOTAL ASSETS

Liabilities

Members’ deposits (Note 13)

Accounts payable and accrued liabilities (Note 25)
Lease liability (Note 12)

Derivatives (Note 6)

Income taxes payable (Note 19)

Obligation for post-retirement benefits (Note 11)
Shares (Note 14)

TOTAL LIABILITIES

Members’ Equity

Shares (Note 14)

Retained earnings

Accumulated other comprehensive loss
Contributed surplus

TOTAL MEMBERS’ EQUITY

TOTAL LIABILITIES AND MEMBERS’ EQUITY

Approyed.en hehalf of the Board of Directors:

77
7

Sloava Poser

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

BOSBBLEADY3AA49G. .

The accompanying notes are an integral part of these financial statements

2022 2021

$ $

6,173,365 23,144,324
32,505,581 14,626,685
8,383 15,768
124,527,101 152,926,036
54,860 38,309
141,528 62,100
152,550 -
2,559,313 2,933,016
161,289 219,989
157,496 247,000
198,500 173,300
166,639,966 194,386,527
152,788,752 181,418,163
994,154 1,126,220
184,649 268,279
8,383 15,768
27,423 91,947
1,035,301 1,313,000
338,316 347,763
155,376,978 184,581,140
2,719,460 2,784,328
6,726,233 5,579,845
(248,502) (624,583)
2,065,797 2,065,797
11,262,988 9,805,387
166,639,966 194,386,527

.................. e R e R LTECIOn



MOMENTUM CREDIT UNION LIMITED

STATEMENT OF INCOME AND COMPREHENSIVE INCOME

For the year ended December 31 2022 2021

$ $
Interest revenue (Note 16) 4,910,246 5,467,544
Interest expense (Note 17) 1,960,366 2,493,386
Interest margin 2,949,880 2,974,158
Other income (Note 18) 2,158,673 1,496,795
Income before operating expenses 5,108,553 4,470,953

Operating expenses

Employee salaries and benefits (Note 25) 1,490,836 1,878,666
Data processing 467,868 801,676
Administration 1,137,638 1,135,107
Insurance 260,940 323,945
Collections and bad debts (recovery) (51,776) (566,984)
Occupancy 230,669 192,281
Staff and director expenses (Note 21) 81,488 84,616
Depreciation and amortization 164,113 236,234

3,781,776 4,085,541
Income before income taxes 1,326,777 385,412
Income taxes — current (Note 19) (41,581) (139,138)
Income taxes — deferred (Note 19) (138,808) (11,000)
Net income for the year 1,146,388 235,274

Other comprehensive income, net of income taxes

Actuarial gain on defined benefit plan and post-retirement 320,204 232,600
benefits, net of income taxes
Unrealized gain (loss) on investments measured at fair 55,877 (55,877)

value through other comprehensive income

Other comprehensive income for the year 376,081 176,723

Comprehensive income for the year 1,522,469 411,997

The accompanying notes are an integral part of these financial statements



MOMENTUM CREDIT UNION LIMITED

STATEMENT OF CHANGES IN MEMBERS' EQUITY

For the year ended December 31

Balance at January 1, 2021

Net income

Redemptions of shares, net

Actuarial gain on defined benefit plan and post-retirement benefits, net
of income taxes

Unrealized loss on investments measured at fair value through other
comprehensive income

Balance at December 31, 2021

Net income

Redemptions of shares, net

Actuarial gain on defined benefit plan and post-retirement benefits, net
of income taxes

Unrealized gain on investments measured at fair value through other
comprehensive income

Balance at December 31, 2022

Accumulated

other

comprehensive Contributed Retained
loss Shares surplus earnings Total
(801,306) 2,821,337 2,065,797 5,344,571 9,430,399
- - - 235,274 235,274
- (37,009) - - (37,009)
232,600 - - - 232,600
(55,877) - - - (55,877)
(624,583) 2,784,328 2,065,797 5,579,845 9,805,387
- - - 1,146,388 1,146,388
- (64,868) - - (64,868)
320,204 - - - 320,204
55,877 - - - 55,877
(248,502) 2,719,460 2,065,797 6,726,233 11,262,988

The accompanying notes are an integral part of these financial statements



MOMENTUM CREDIT UNION LIMITED

STATEMENT OF CASH FLOWS

For the year ended December 31,

Cash flows from operating activities
Net income
Adjustments for:
Interest revenue
Interest expense
Interest expense on lease liability
Interest received on member loans
Interest received on investments
Interest paid on member deposits
Gain on sale of assets
Gain on sale of investments
Loss on derecognition of right-of-use asset
Depreciation and amortization
Deferred income taxes
Net change in non-cash working capital (Note 20)

Changes in members’ activities:

Net change in loans to members
Net change in members’ deposits

Cash flows used by financing activities
Shares
Payments on lease liability

Cash flows used by investing activities
Purchase of property, equipment and intangibles
Proceeds on assets sold

Investments

Net decrease in cash and interest-bearing deposits

Opening cash and interest-bearing deposits, beginning of year

Closing cash and interest-bearing deposits, end of year

The accompanying notes are an integral part of these financial statements

2022 2021
$ $
1,146,388 235,274
(4,910,246)  (5,467,544)
1,960,366 2,493,386
9,039 12,235
4,414,014  5538,372
499,886 282,986
(2,189,390)  (2,089,962)
(1535,869)  (570,798)
- (94,805)

16,694 -
164,113 236,234
89,504 11,000
(210,532) 1,037,461
28,395,280 9,444,783
(28,400,387) (20,977,832)
(551,140)  (9,909,210)
(74,315) (42,925)
(92,669) (90,852)
(166,984)  (133,777)
(383,149) (44,133)
1,953,333 1,375,914
(17,823,019) 4,543,897
(16,252,835) 5,875,678
(16,970,959)  (4,167,309)
23,144,324 27,311,633
6,173,365 23,144,324




MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

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 March 15, 2023.

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, 2022.

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.

These financial statements have considered the impact and significant uncertainty of world events including
the COVID-19 pandemic, the consequences of Russia’s war on Ukraine, and the impact of rising interest
rates due to efforts to control inflation. These factors could impact the fair value of certain financial
instruments and increase credit risk, resulting in an increase to expected credit losses calculated in
accordance with IFRS 9.



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

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 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.

Significant judgment is required in determining the Credit Union's business model over which it manages
debt securities. The business model assesses whether cash flows will result from collecting contractual cash
flows, selling financial assets or both. The Credit Union considers all relevant information available when
making the business model assessment. For debt securities, during the year ended December 31, 2022, the
Credit Union had a change in business model from both selling financial assets and holding to collect
contractual cash flows, to a business model to collect contractual cash flows and therefore have been
subsequently measured the debt securities at amortized cost.

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;
e The probability of default (“PD”) is an estimate of the likelihood of default over a given time
horizon;
o The loss given default (“LGD”) is an estimate of the loss arising in the case where a default occurs
at a given time; and
o The exposure at default (“EAD”) is an estimate of the exposure at a future default date



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

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:

e 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

o 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

e 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 this year, the Credit Union contemplated the
significant uncertainty derived from world events including the COVID-19 pandemic, the consequences of
Russia’s war on Ukraine, and the impact of rising interest rates due to efforts to control inflation. Rising
interest rates can reduce a member’s ability to repay their loan obligations and can put downward pressure
on asset valuations, impacting security values. While management makes its best estimates and
assumptions, actual results could differ from these estimates.

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.
10



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

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.

Deferred income taxes

Significant estimates are required in determining the Credit Union’s income tax provision. Some estimates
are based on interpretations of existing tax laws or regulations. Various internal and external factors may
have favourable or unfavourable effects on the Credit Union’s future effective tax rate. These include, but
are not limited to, changes in tax laws, regulations and/or rates, changing interpretations of existing tax
laws or regulations, results of tax audits by tax authorities, changes in estimates of prior years’ items and
changes in overall levels of profit before income taxes.

Provisions
The Credit Union has ongoing claims and 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.

Equity instruments
Equity instruments are classified at fair value through profit or loss.

High quality liquid assets and other investments

High quality liquid assets and other investments include fixed income and money market fund investments.
During the year ended December 31, 2022, these have been classified at amortized cost as a result of a
change in business model to hold the assets to maturity. During the year ended December 31, 2021, these
were previously classified at fair value through other comprehensive income.

11



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

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 solely payments of principal
and interest (“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.

12



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

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.

13



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (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 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:

e 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 net income. Financial assets
measured at amortized cost are comprised of high quality liquid assets and other investments, loans
to members and accounts receivable.

e Fair value through other comprehensive income ("FVOCI”) — 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. As at December 31, 2021, the Credit Union
measured high quality liquid assets and other investments at FVOCI. As at December 31, 2022,
the Credit Union does not hold any financial assets measured at FVOCI.

e 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.

o 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. Credit Union does not hold any financial assets designated to be measured at fair value through
profit or loss.

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.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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.

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.
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4,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Loss allowances for expected credit losses are presented in the statements of financial position as follows:

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

e 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:
e Transfers the right to receive the contractual cash flows of the financial asset, or;
o 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.

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.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Modification of financial assets (continued)

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.

Recognition and initial measurement

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.

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.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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.

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:

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

o Level 2: Inputs other than quoted prices in active markets that are observable for the asset or
liability, either directly or indirectly; and

o 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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, 2022 in the amount of
$48,637 (2021 - $119,684) related to the Canada Emergency Wage Subsidy (“CEWS”) and $6,989 (2021
- $11,519) 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.

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

INVESTMENTS

2022 2021

High quality liquid assets and other investments
High quality liquid assets 12,737,609 12,967,628

Other investments 17,806,919 -
Accrued interest 369,710 58,647
30,914,238 13,026,275
Equity instruments
Central 1 Credit Union — Class A 56,741 65,808
Central 1 Credit Union — Class E 534,600 534,600
Concentra Financial — Class D 1,000,000 1,000,000
CU CUMIS Wealth Holdings LP Inc. 2 2
1,591,343 1,600,410
32,505,581 14,626,685

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, 2022, 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.
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5, INVESTMENTS (continued)

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 during the year ended December 31, 2021.

6. DERIVATIVES

The Credit Union has outstanding $97,883 (2021 - $129,725) 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 $8,383 (2021 - $15,768).

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, 2022, the Credit Union had entered into such contracts on index linked term
deposits for a total of $97,883. The agreements are secured by a general security agreement covering all
assets of the Credit Union.

2022 2021
$ $
Derivative assets
Index linked derivative receivable from Central 1 8,383 15,768
Derivative liabilities
Index linked derivatives payable on member deposits 8,383 15,768

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
2022
Personal  Residential Commercial Total
Loans Mortgages Loans
Principal balance 2,523,272 115,933,444 6,719,450 125,176,166
Accrued interest 26,382 217,586 19,033 263,001
Gross carrying amount 2,549,654 116,151,030 6,739,483 125,439,167
Allowance for impaired loans (Note 9) (254,775) (279,480) (377,811) (912,066)
Net carrying amount 2,294,879 115,871,550 6,360,672 124,527,101
2021
Personal  Residential Commercial Total
Loans Mortgages Loans
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 9) (234,272) (857,829) (76,312) (1,168,413)
Net carrying amount 3,265,627 137,951,915 11,708,494 152,926,036

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 10.25% as at December 31, 2022
(2021 - 7.81%).

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 3.34% as at December 31, 2022 (2021 — 2.97%).

Commercial loans consist of syndicated loans of $1,238,204 (2021 - $3,975,337), rental properties of
$2,599,340 (2021 - $4,039,166), 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 4.48% as at December 31, 2022 (2021 - 4.14%).

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, 2022, there are 8 loans (2021 - 12 loans) that exceed 10% of members' equity. The
combined total of these loans is $9,512,487 (2021 - $15,208,675) as outlined on the following page.
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7. LOANS TO MEMBERS (continued)
2022 2021
$ $
Syndicated commercial loans - 2,542,034
Residential mortgages 8,320,112 11,645,008
Commercial loans 1,192,375 1,021,633
9,512,487 15,208,675
All member loans are with members located in Ontario.
8. ALLOWANCE FOR IMPAIRED LOANS
The allowance for impaired loans is broken down as follows:
2022
Personal Residential Commercial Total
Loans Mortgages Loans
Stage 1 103,735 218,566 12,336 334,637
Stage 2 8,610 19,669 22,719 50,998
Stage 3 142,430 41,245 342,756 526,431
254,775 279,480 377,811 912,066
2021
Personal Residential Commercial Total
Loans Mortgages Loans

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

Of the $1,384,061 (2021 - $598,776) of impaired loans, the Credit Union has security with an estimated
aggregate value of $2,211,000 (2021 - $382,000).

23



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

8.

ALLOWANCE FOR IMPAIRED LOANS (continued)

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

2022
1-29 days 30-59 days 60-89 days Total
Residential mortgages 2,280,299 3,068,824 1,749,866 7,098,989
Personal loans 21,683 62,960 35,977 120,620
Commercial loans 437,995 2,003,482 199,774 2,641,251
2,739,977 5,135,266 1,985,617 9,860,860

2021
1-29 days 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

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 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, 2022 235,751 53,652 879,010 1,168,413
Provision charged to net income 555,097 (2,654) (544,373) 8,070
790,848 50,998 334,637 1,176,483
Loans written off (264,417) - - (264,417)
Balance at December 31, 2022 526,431 50,998 334,637 912,066
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8.

ALLOWANCE FOR IMPAIRED LOANS (continued)

Stage 3 Stage 2 Stage 1 Total
Balance at January 1, 2021 894,160 222,804 568,522 1,685,486
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

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, 2022, expected credit losses decreased as
compared to the previous year due to a decrease in the loan portfolio and a reduction in the assessed credit
risk within the Credit Union’s residential mortgages.

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
Right-of-use  Furniture  Computer
Land Building assets & fixtures  equipment ATM Total
Cost
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
Additions - 271,831 - 27,603 6,085 77,630 383,149
Disposals (25,324) (662,770) (495,368) (95,838) - - (1,279,300)
Balance at December 31, 2022 1,000,000 1,618,897 - 201,446 210,509 80,014 3,110,866
Depreciation
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
Depreciation - 72,884 13,710 13,242 2,989 2,588 105,413
Disposals - (270,630) (261,393) (95,838) - - (627,861)
Balance at December 31, 2022 - 372,122 - 69,552 105,275 4,604 551,553
Net book value
As at December 31, 2021 1,025,324 1,439,968 247,685 117,533 102,138 368 2,933,016
As at December 31, 2022 1,000,000 1,246,775 - 131,894 105,234 75,410 2,559,313

Depreciation for right-of-use assets was represented within depreciation within the statement of income and comprehensive income for the year ended
December 31, 2022 and 2021. During the year ended December 31, 2022, the Credit Union entered into a sublease with a third party for the remaining
duration of the lease, resulting in the remaining right-of-use carrying value of $233,975 being derecognized, with the recognition of a lease receivable for
$217,281 and a corresponding loss recognized within other income on the statement of income and comprehensive loss in the amount of $16,694.
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9.

10.

11.

PROPERTY, EQUIPMENT AND RIGHT-OF-USE ASSETS (continued)

During the year ended December 31, 2022, the Credit Union sold the property at Industry Street, Oakville,
ON for net proceeds of $1,953,333, resulting in a gain on sale of assets of $1,535,869 which is included in
other income on the statement of income and comprehensive income.

During the year ended December 31, 2021, the assets previously held for sale during the year ended
December 31, 2020, 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 which is included in other income on the statement of income and comprehensive
income.

INTANGIBLES
Software
$
Cost
As at December 31, 2020 579,062
Additions 7,933
As at December 31, 2021 586,995
Additions -
As at December 31, 2022 586,995
Amortization
As at December 31, 2020 309,100
Depreciation 57,906
As at December 31, 2021 367,006
Depreciation 58,700
As at December 31, 2022 425,706
Net book value
As at December 31, 2021 219,989
As at December 31, 2022 161,289

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.
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11.

DEFINED BENEFIT PLAN AND OBLIGATION FOR POST-RETIREMENT BENEFITS

(continued)

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.

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

Reconciliation of
funded status
As of December 31,

Fair value of plan assets
Present value of plan
obligations
Net plan  (surplus)
obligations

Actuarial Plan
Obligation
As of December 31,

Opening defined
benefit obligation
Current service cost
Interest cost

Actuarial gain

Benefits paid

Closing defined benefit

Pension plans Post retirement benefits Total Total
2022 2021 2022 2021 2022 2021
2,234,600 2,719,900 - - 2,234,600 2,719,900
(2,036,100)  (2,546,600)  (1,035,301)  (1,313,000) (3,071,401) (3,859,600)
198,500 173,300  (1,035,301)  (1,313,000) (836,801)  (1,139,700)
Movement in the present value of defined benefit obligations:
Pension plans Post retirement benefits Total Total
2022 2021 2022 2021 2022 2021
2,546,600 2,779,200 1,313,000 1,472,400 3,859,600 4,251,600
- - 10,300 8,100 10,300 8,100
72,500 62,100 37,901 33,400 110,401 95,500
(401,800) (134,500) (250,800) (142,000)  (652,600) (276,500)
(181,200) (160,200) (75,100) (58,900)  (256,300) (219,100)
2,036,100 2,546,600 1,035,301 1,313,000 3,071,401 3,859,600

obligation
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11.

DEFINED BENEFIT PLAN AND OBLIGATION FOR POST-RETIREMENT BENEFITS

(continued)
Movement in the fair value of plan assets:

Fair value of plan

assets Pension plans Post retirement benefits Total Total
As of December 31, 2022 2021 2022 2021 2022 2021
Opening fair value of
plan assets 2,719,900 2,860,100 - - 2,719,900 2,860,100
Expected return 77,600 63,900 - - 77,600 63,900
Actuarial gains (losses) (381,700) (43,900) - - (381,700) (43,900)
Contributions by
employer - 75,100 58,900 75,100 58,900
Benefits paid (181,200) (160,200) (75,100) (58,900) (256,300) (211,500)
Closing fair value of
plan assets 2,234,600 2,719,900 - - 2,234,600 2,719,900

Assets of the defined benefit pension plan are held by CUMIS and invested in pooled mutual funds.
Investment funds are diversified across Canadian equities (18.70%), foreign equities (34.10%), debt
securities (37.40%), real estate (1.5%) and cash and cash equivalents (8.30%).

Expenses recognized

in net income Pension plans Post retirement benefits Total Total
As of December 31, 2022 2021 2022 2021 2022 2021
Current service cost - - 10,300 8,100 10,300 8,100
Interest cost 72,500 62,100 37,901 33,400 110,401 95,500
Net plan obligations 72,500 62,100 48,201 41,500 120,701 103,600

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

(investment) risk.

Contributions

In 2022, 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 2022.
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DEFINED BENEFIT PLAN AND OBLIGATION FOR POST-RETIREMENT BENEFITS

(continued)

Actuarial Assumptions

The weighted average actuarial assumptions were as follows:

Pension plans

2022
Discount rate 5.05%
Rate of increase in salaries 0.00%
Rate of medical cost escalation 0.00%
Rate of dental cost escalation 0.00%
Expected rate of return on assets 5.05%

Sensitivity Analysis

A 1% increase or decrease in the discount rate would cause the pension benefit obligation to decrease or
increase approximately $152,900 and $175,900 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 $91,200 and $107,900 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 2022. 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 $91,000 and $79,500

respectively at December 31, 2022.

2021

2.95%
0.00%
0.00%
0.00%
2.95%

2022

5.05%
0.00%
5.00%
5.00%
0.00%

Post retirement benefits

2021

2.95%
0.00%
5.00%
5.00%
0.00%
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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. During
the year ended December 31, 2022, the Credit Union subleased the location to a third party for the remaining

duration of the term.

December

2022 31, 2021

Present Present

Future value of value of

minimum minimum minimum

lease lease lease

payments Interest payments payments

$ $ $ $

Less than one year 94,522 5,641 88,881 83,630
Between one and three years 97,800 2,032 95,768 184,649
192,322 7,673 184,649 268,279

Additions to the lease liability during the 2022 financial year were $nil. Interest expense of $9,039 for the
lease liability was represented within occupancy costs within the statement of income and comprehensive
income for the year. During the year the Credit Union made lease payments totaling $92,669.

MEMBERS’ DEPOSITS

2022 2021

$ $

Chequing accounts 23,796,913 51,439,529
Savings accounts 50,246,538 24,859,375
Term deposits 29,165,316 45,649,849
Tax-free savings accounts 12,721,444 14,779,544
Registered retirement savings plans 20,766,441 24,184,026
Registered retirement income funds 15,227,326 19,412,043
Accrued interest 864,774 1,093,797
152,788,752 181,418,163

Chequing and savings accounts are due on demand.
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13.

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, 2022, the average interest rate
on term deposits was 2.64% (2021 — 2.08%).

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 $3,189,679 in 2022 (2021 - $10,811,879). All member deposits are with members located in Ontario.

SHARES
2022 2022 2021 2021
Liability Equity Liability Equity
Class A shares 97,336 876,025 101,874 916,870
Class B shares 204,827 1,843,435 207,496 1,867,458
Membership shares, voting 36,153 - 38,393 -
338,316 2,719,460 347,763 2,784,328

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, 2022 the Credit Union had 7,898 members. During the year ended December 31, 2022, the
Credit Union issued $350 of membership shares and redeemed $2,590 of membership shares.
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15. 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 deposits, investment shares,
contributed surplus, accumulated other comprehensive loss and stage 1 and 2 expected credit losses.

For fiscal year ending December 31, 2021, the Credit Union and Caisses Populaires Act, 1994 (CUCPA
1994) required credit unions to maintain a minimum ratio of total regulatory capital to risk-weighted assets
of 8% and a minimum leverage ratio of regulatory capital to total assets of 4%. The risk weighting of assets
is specified in the Regulations to the CUCPA 1994. On March 1, 2022, the new Credit Union and Caisses
Populaires Act, 2020 (CUCPA 2020) came into effect, accompanied by updated Regulations and FSRA
Rules. The CUCPA 2020 and Regulations require credit unions to maintain a leverage ratio of at least 3%
and a total capital ratio of at least 8%. The FSRA Rules require additional ratios, outlined in the table below.

CUCPA 2020, Regulations and Rules

Tier 1 capital ratio

Retained earnings to risk weighted capital ratio
Capital conservation buffer ratio

Total capital ratio

Total supervisory capital ratio

Leverage ratio

CUCPA 1994 and Regulations

Total regulatory capital to total assets

Total regulatory capital to risk weighted assets

Regulatory capital

Tier 1 capital

Membership shares

Non-redeemable portion of Class A and B shares
Retained earnings

Contributed surplus

Less: defined benefit plan

Less: software exceeding 1% of Tier 1 capital

Tier 2 capital
Redeemable portion of Class A and B shares

Actuarial losses in accumulated other comprehensive loss

Stage 1 and 2 expected credit losses

Regulatory

Minimum
6.5%
3.0%
2.5%
8.0%
10.5%
3.0%
4.0%
8.0%
2022 2021
$ $
36,153 38,393
2,719,460 2,784,328
6,726,233 5,579,845
2,065,797 2,065,797
(198,500) (173,300)
(45,813) -
11,303,330 10,295,063
302,163 309,370
(248,502) (568,706)
385,635 903,346
439,296 644,010
11,742,626 10,939,073
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16.

CAPITAL MANAGEMENT (continued)

CUCPA 2020, Regulations and Rules

Tier 1 capital ratio

Retained earnings to risk weighted capital ratio
Capital conservation buffer ratio

Total capital ratio

Total supervisory capital ratio

Leverage ratio

CUCPA 1994 and Regulations

Leverage ratio

Risk weighted assets ratio

2022

17.75%
14.12%
10.86%
18.86%
18.86%
7.05%

N/A
N/A

2021

N/A
N/A
N/A
N/A
N/A
N/A

5.63%
15.14%

At December 31, 2022, the Credit Union is in compliance with the minimum statutory requirements for

regulatory capital.

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:

High quality liquid assets

Other investments

Accrued interest

Cash and interest-bearing deposits

% of member deposits and borrowings

INTEREST REVENUE

Personal loans

Mortgages

Commercial and syndicated loans
Investments

2022 2021
$ $
12,737,609 12,967,628
17,806,919 -
369,710 58,647
6,173,365 23,144,324
37,087,603 36,170,599
24.27% 19.94%
2022 2021
$ $
245,208 295,200
3,776,455 4,271,233
388,697 618,125
499,886 282,986
4,910,246 5,467,544
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18.

19.

INTEREST EXPENSE

Chequing and savings accounts
Term deposits

Tax-free savings accounts
Registered retirement savings plans
Registered retirement income funds

OTHER INCOME

Gain on sale of assets (Note 9)

Loss on derecognition of right-of-use asset
Mortgage penalties

Account and transaction fees
Commissions and fees

Administration charges

Foreign exchange (loss) gain

INCOME TAX

2022 2021

$ $

170,036 161,250
911,383 1,313,783
185,573 217,838
383,888 441,381
309,486 359,134
1,960,366 2,493,386
2022 2021

$ $
1,535,869 570,798
(16,694) -
250,150 448,287
358,575 363,971
9,155 67,016
23,236 94,247
(1,618) 17,919
2,158,673 1,496,795

The total provision for income taxes is at a rate below the combined federal and provincial statutory

income tax rates for the following reasons:

Combined federal and provincial statutory income tax rates
Small business deduction and rate reduction for credit unions

Other

2022 2021
26.5% 26.5%
(12.3%) (12.3%)
(0.6%) 8.6%
13.60% 22.8%
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19.

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:

Allowance for impaired loans
Property and equipment
Non-capital losses & tax credits
Defined benefit plans

Other

NET CHANGE IN NON-CASH WORKING CAPITAL

Net change in non-cash working capital consists of:

Accounts receivable

Prepaid expenses

Income taxes payable

Accounts payable

Other changes in non-cash working capital

2022 2021
(60,799) (119,655)
91,375 98,972
(14,992) (14,056)
(102,090) (153,860)
(70,990) (58,401)
(157,496) (247,000)

2022 2021

$ $

(16,551) 263,923
(79,428) 37,959
(64,524) 91,947
(132,066) 662,832
82,037  (19,200)

(210,532) 1,037,461
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21.

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.

2022 2021

Compensation $ $
Salaries and other short-term employee benefits 249,921 242,331
Total pension and other post-employment benefits 18,448 28,823
268,369 271,154

2022 2021

Loans to key management personnel and directors $ $
Aggregate value of loans and lines of credit approved 900,000 2,100,000
Total value of mortgage loans outstanding at year-end 2,249,452 2,324,650
Interest received on loans advanced 41,783 19,644
Total value of lines of credit outstanding at year-end 842,068 1,006,928
Interest received on lines of credit advanced 9,620 11,600
Unused value of lines of credit 995,244 778,083

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.

2022 2021
Deposits from key management personnel and directors $ $
Aggregate value of term and savings deposits 575,076 149,000
Total interest paid on term and savings deposits 4,030 2,234

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 $91,500 (2021 - $50,250).
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22.

RELATED PARTY TRANSACTIONS (continued)

The Act requires the disclosure of remuneration paid to the five highest paid officers and/or employees

whose total remuneration for the year exceeds $175,000.

Variable Value of
Compensation Benefits
William Jones, CEO - 16,758
FINANCIAL INSTRUMENTS
The following table represents the carrying amount by classification.
2022 2021
Assets at Fair Value Through Profit and Loss:
Cash and interest-bearing deposits 6,173,365 23,144,324
Derivatives 8,383 15,768
Equity investments 1,591,343 1,600,410
7,773,091 24,760,502
Assets at Fair Value Through Other Comprehensive
Income:
High quality liquid assets - 12,967,628
Assets at Amortized Cost:
High quality liquid assets 12,737,609 -
Other investments 17,806,919 -
Accrued interest 369,710 58,647
Loans to members 124,527,101 152,926,036
Accounts receivable 54,860 38,309
155,496,199 153,022,292
Liabilities at Fair Value Through Profit or Loss:
Derivatives 8,383 15,768
Liabilities at Amortized Cost:
Members’ deposits 152,788,752 181,418,163
Shares 338,316 347,763
Accounts payable 094,154 1,126,220
154,121,222 182,892,146
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22,

FINANCIAL INSTRUMENTS (continued)

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.

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.

Fair Value Over

December 31, 2022 Fair Value Book Value (Under) Book Value

Assets

Loans to members 120,061,006 124,527,101 (4,466,095)

Investments 32,292,311 32,505,581 (213,270)

Liabilities

Members’ deposits 151,218,394 152,788,752 (1,570,358)
Fair Value Over

December 31, 2021 Fair Value Book Value (Under) Book Value

Assets

Loans to members 153,346,573 152,926,036 420,537

Investments 14,626,685 14,626,685 -

Liabilities

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

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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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, 2022

Financial Instruments Level 1 Level 2 Level 3 Total
Measured at Fair Value

Cash and interest-bearing deposits 6,173,365 - - 6,173,365
Derivatives - - 8,383 8,383
Equity instruments - 1,591,343 - 1,591,343
Total assets 6,173,365 1,591,343 8,383 7,773,091
Derivatives (liability) - - 8,383 8,383
December 31, 2021

Financial Instruments Level 1 Level 2 Level 3 Total
Measured at Fair Value

Cash and interest-bearing deposits 23,144,324 - - 23,144,324
Derivatives - - 15,768 15,768
Equity instruments - 1,600,410 - 1,600,410
High quality liquid assets 12,967,628 - - 12,967,628
Total assets 36,111,952 1,600,410 15,768 37,728,130
Derivatives (liability) - - 15,768 15,768
Reconciliation of Level 3 financial instruments (asset) 2022 2021
Balance January 1 15,768 16,185
Losses included in the statement of income as investment income (7,385) (417)
Balance December 31 8,383 15,768
Reconciliation of Level 3 financial instruments (liability) 2022 2021
Balance January 1 15,768 16,185
Gains included in the statement of income as investment income (7,385) (417)
Balance December 31 8,383 15,768
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23.

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.

During the year, the Credit Union’s exposure to credit risk has decreased as a result of the loans to members
balance decreasing. There have been no significant changes from the previous year 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 high quality liquid assets 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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23.

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 $112,000 while a decrease in interest rate of 1.0%
could result in a decrease to net income of $116,000.

The Credit Union’s effective interest rates rose on its portfolio of financial assets and liabilities as a result
of arising interest rate environment due to efforts to control inflation through government monetary policy.
As fixed financial instruments renew, they are exposed to higher interest rates.

The tables on the following page identifies the maturity dates of interest rate sensitive financial instruments,
excluding accrued interest and ECLs. See Note 12 for the maturity dates of lease liabilities.
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23.

24.

25.

RISK MANAGEMENT (continued)

2022
Variable Within 4to12 Greater than Not rate Total
3 months months 1 year sensitive
Assets
Cash 6,173,365 - - - - 6,173,365
effective rate % 0.27 - - - -
Loans to members 18,785,451 10,665,240 13,355,501 82,369,974 - 125,176,166
effective rate % 6.22 3.64 3.93 2.84 -
Investments - 26,452 20,063,859 10,454,217 1,591,343 32,135,871
effective rate % - 1.97 3.10 2.92 -
Liabilities
Members’ deposits 85,615,122 8,360,016 25,819,230 32,129,610 - 151,923,978
effective rate % 0.27 1.71 2.70 2.85 -
2021
Variable Within 4to12 Greater than Not rate Total
3 months months 1 year sensitive

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 3.562 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 -

COMMITMENTS

Mortgages and Loans
Outstanding commitments for future advances on mortgages and loans are $441,546 (2021 - $248,566).

Credit Lines
Unused lines of credit available to members are $20,906,841 (2021 - $20,675,040).

Credit Letters
Outstanding letters of credit are $nil (2021 - $153,403).

PROVISIONS

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. During the year ended December 31, 2022, a provision
expense of $77,500 (2021 - $386,640) has been charged to employee salaries and benefits on the statement
of income and comprehensive income. As at December 31, 2022, a closing provision of $361,640 (2021
- $424,140) is included in accounts payable and accrued liabilities on the statement of financial position.

43



MOMENTUM CREDIT UNION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022

25. PROVISIONS (continued)

Balance as at January 1
Additions / remeasurements
Repayments

Balance as at December 31

2022 2021
424,140 -
(12,500) 424,140
(50,000) -
361,640 424,140

26. CREDIT FACILITY

As at December 31, 2022, the Credit Union has access to a total credit facility with Central 1 of 8,300,000
(2021 - $8,300,000). The borrowing capacity is secured by a general security agreement. As at December

31, 2022, the Credit Union was utilizing $nil (2021 - $nil) of its credit facility.
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