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This is to inform you that the Annual General Meeting of the Khalsa Credit Union (Albarta)

limited for the Year ending October 31, 2023, is scheduled as under:

Place: RIO BANQUET,
2850 Hopewell Place NE. Calgary, Alberta T1Y 717

DATE: MARCH 31, 2024
TIME: 10.00AM-12.10PM

The order of Business at the Annual General Meeting will be:
ARDAS (Prayer)

a) Approval of minutes
b) Business arising out of minutes.
c) Repors of the Directors.
d) Report of the General Manager
g) Report of the Auditor
f} Report of the Credit Committee
g Report of the Audit and Finance Committee
h) Approvals of the Financlal Statements
i} Elections and/or Appointments of Directors, if any.
]l Appointmants of External Auditors
kll Unfinished Business
Mew Business

m:l Aijnuﬁt/
Bir Singh Chouha
President and Chairman

khalsa Credit Union (Alberta) (td.

March 19, 2024
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Independent Auditor's Report MN‘

Ta the Meémbars of Khalsa Credit Union (&lberta) Lirmited:

Dpinian

We have sudited the financial statements of Khalsa Credit Union (Alberta) Limited (the *Cradit Uriar™), which
comprise the statement of financial position a3 at October 31, 2023, and the statements of incame and other
comarehensie income, changes in members’ equity and cash flows for the year then ended, and nates to the
financlal staternents, including a summany of significant accounting polices.

in gur opinian, the accompanying financial statements present fairly, in all material respects, the financial positian af
the Credit Union as at Octoder 31, 2023, and its financisl performance and |ts cash flows for the year then ended in
accordance with International Financial Reporting Standards

Bazis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards, Our responsibilities
undes those standards are hurther described in the Auditor's Responsibilities far the Audit of the Financial Statements
section of our report 'We are independent of the Credit Union in accordance with the eshical requinemants 1hal ane
relewant to our audit of the fnandal statements in Canada, and we have fulfilied cur cther athical responsibiities in
accordance with these requirements, Wa believe that the audit evidence we have obtained is sufficlent and
appropriale to provide & bagis for our opinion.

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

Management is respensible for the preparabion and fair presentation of the financial ststements in accordancs wish
Internatianal Financial Reparting Standards, and far such nternal cantrol as rrsnagement determines is necessany to
enable the preparation of fnancial statements that are free from material misstatement, whether due to fraud ar
EITor,

In preparing the financial statements, management is responsible for assessing the Credit Unicn's ablity bo continue
83 & going concemn, disclosing, as applicabde, matters related to going concer and using the going cancen b of
scecunting unless management either intends to liquidate the Cradit Union ar to cease operations, or has na realistic
alterrative but to da so

Thase charged with gevernance are responsible for overseeing the Credit Unicn's financial reporting process,
Auditer's Responsibilities for the Asdit of the Financial $tatemants

Qur cbjectives are t0 obtain reasonable assurance about whether the financial statemants as & whale are freg from
rmaterial misstaternent, whather due to fraud or emor, and to issue an auditor's report that includes aur opinian,
Reasonabie assurance is a high leved of sssurance, but s not a guarantee that an audit conductad in sccordance with
Canadian generally accepted auditing standards will always detect & materisd misstatement when it exists.
Mizstatemerits can arise from frawd er eror and are considered material it individually or in the aggregate, they
could reasanably be expected to influgnce the economic decisions of users taken on the basis of these financial
statemnents.

MMP LLP
2000, 112 - £tk Avermie 5, Calgary AB, T2P 0H3 LEFLE00RaE T 8032633365 F 4033898450
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As part of an audt in accordance with Canadian generally accepted suditing tandards, we exercise professioral
judgrment and rrairitain professional skepticism throughout the audit. We abo:

»  Mdentify and assess the ks of material misstatement of the financlal statements, whether due to fraud or
error, design and perform audit procedunes responsive to those risks, and abtain audit svidence that i
!-.rf'ﬁdm:ndappmpmuwm-duhun:rmwuphm.merﬂdrud:mm.mum
misstaternent resulting from fraud is higher than for one resulting from error, a5 fraud may involve colluion,
fargery. intentional emissions, misrepresentations, or the override of internal consrol,

* Cbtain an understanding of internal control relevant to the sudit in order to design audd! procedures that
are appropriate in the crcumstances, but not for the purpose of expressing an opinkan on the efectivensss
of the Credit Union's internal contrel,

* Evaluate the appropriateness of accounting policies used and the reasonableness of sseturting estimates
and related disclosures made by managemant.

" Curﬂ.uennmawmmﬁmmnmnfﬂgﬂingmmhmiufmmmgmmu
on the sudit gvidence obtained, whether a material unoertainty exists related 1o svents or conditions that
may cast significant doubt on the Credit Union's abilty to contimee as a going concern, If we conclude that a
materisl uncertainty exists, we sre required to draw sttention in our awditor's repar 1o the related
destlowures in the finandal statemants or, if such disclosures are inadeguate, 1o modify our opinin, Our
conchsions are based on the sudit avidence obtsined up to the date of our sudior's report, However, e
nmumﬂﬂmumayumh:nﬂrtme:nmuwmuaugﬁngm.

= Bvaluate the overall presentation, structure and content of the firancial statemenits, including the disclosures,
and whether the financial statements represent the underlying transactions amd events in a manner that
acrieves fair presentation.

We communicate with thase chargad with govemance regarding, among other maters, the planned scope and

timing of the sudit and significant sudit findings, including any sigrificant deficiencies in internal contral tha we
identify during our audit.

Calgary, Alberta MN/P LL g

January 30, 2024 Chartered Professore] Accountants



Khalsa Credit Union (Alberta) Limited

Statement of Financial Position
As at October 31, 2023

ASSETS

Cash and cash equivalents
Imrestments and accrued Interest
Loans to members and accrued inferast
Dither assels

Derivative assel

Defarrad tax assat

Property and equipment

Intangible sssety

Total assels

LIABILITIES AND MEMBERS' EQUITY

Liabliities

Accounis payable and accrued liabliitdes
Member deposits and accrued interest
Darivative Habllity

Provision for undrawn commiiments

Members' equity
sharas
Retained sarnings

Total Habilities and members' equity

Approved on behalf of the Board of Directors

{Signed) "Bir Singh Chowhan®

Director

The accompanying notes are an integral part of these financial statements,

2023 022

Hotes ] ]
5,434 965 1,241,729

L] 3,658,761 8457 401
T 21,688 492 17918227
2] 12,463 75,034
13 80170 185,074
12 4,345 4,385
4 273,228 265, 685
10 R 13,564
Hl‘l Tad62 28,201,288

100,540 38,396

11 29,072,815 26,258 840
13 B8,170 155,074
T 1,952 1,852
20,204,477 26 494 262

14 1,275,231 1,277,607
692,764 428,430

1,967,885 1,707,037

31,172,462 28,201,289

-

Somgh

(Signed) "Santokh Singh"

Director



Khalsa Credit Union (Alberta) Limited

Statement of Income and Other Comprehensive Income
For the year ended Oclober 31, 2023

Fimancial income
Interesi on member foans
Interest on Investmants

Financial expense
Intarest on member degosits

Financial margin
Crher income

Oparating expenses

Depreciation 9,10
Ganeral

Mambar sacurity

Ococupancy

Drganization

Parsonne

Incame before provision for Income taxes

Provision for income taxes
Tax expense 12

Incoma and other comprehensive income for the year

2023 2022
-] ]
745,677 410,215
196,844 100,338
942,521 510,554
303,851 102,285
638,650 408,269
384,360 419,745
1,023,020 828,014
43,088 7 12,916
248,684 195,638
45098 42 207
16,046 14.707
28,329 - 16.763
342458 250527
724,691 "852.748
298,320 375,268
[34,995) (28,970}
263,334 245296

The accompanying nobes ane an inlegral part of these financlal statemants.



Khalsa Credit Union (Alberta) Limited
Statement of Changes in Members' Equity

For the year ended Oofobar 31, 2023
Membar Retalned

shares earnings Tatal

Motes 5 $ $

Balance at Oclober 31, 2021 1,131,788 184,134 1315822

Issuance of member sharas for cash 14 147,370 - 147,370

Redemgtion of member shares 14 (1.551) - (1.551)
income and athar camprehensive income for

the yaar - 245,298 245 298

Balance at October 31, 2022 1,277,607 424 430 1. 707,037

Issuance of member sharas for cash 14 42 200 = 42 200

Redemption of member shares 14 (44, 58E) - {44,586)
Incame and other comprahansive ncome for

the year - 263,334 263,334

Balance at October 31, 2023 1|2?2|!11 682,764 1,867,985

The accompanying notes are an inegral part of these financial stataments.




Khalsa Credit Union (Alberta) Limited

Statement of Cash Flows
For the year ended Oclober 31, 2023

Cash provided by (used in) the following activities

Operating activities

interest recaived on loans to members
Interest recaived from investments

Other ineame recaived

Interast paid to mambers

Met change in mamber deposits

Met chenge iy [sans to membars

Cperating expenses pald

Income laxes paid

Met cash flows used in operating activities

Investing activities

Additions to property and equipment

Het change In Imsasiments

Met cash flows from investing activities

Financing activities

lasuance of mamber sharas

Redemplion of member shares

Met cash flows (used in) from financing activities

Met increass (decreasa) in cash and cash equivalents

Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year

Cash and cash equivalents are composed of:
Cash with Credit Unlan Cenfral of Alberta Limited
L-ash on hand

2023 2022
Notes -] 5
733,315 419,513
174,483 83,245
384,360 419,745
[205.452) [38,668)
2,655,567 3,515,358
{3, T67,903) (&,B37,709)
(6565,908) (539 854
{34,005) (38,516)
_ [B15,533) {3,066, 7 79)
[37,B45) (4. 813)
850,000 375,000
4,812,155 370,187
14 42 200 147,370
14 fdd, SBE) 1. 881)
= o (2,386) 145,819
4,193,236 {2,550,773)
1,241,729 3,792,502
5,434,965 1,241,729
5,298,066 1.0:58,601
136,099 182,128
5,434,965 1,241,728

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



Khalsa Credit Union (Alberta) Limited

MNotes to the Financial Statements
Far the year anded Oclober 21, 2023

Incorporation and operations

Khalsa Credit Union (Albarta) Limited (the “Credit Lindon™) is incorparated under the Credit Uinion Act of the
Provinca of Alberta ("the Act”) on March 8, 1895 and operates as 8 single credit union beanch in Calgary.

The Credit Union's principal place of business and registered office is located is 604 - 4656 Westwinds Dr
ME. Calgary, AB T2J 375,

The Credit Union is a closed bond credit unlon that serves members of the Sikh community wha have
purchased equity within the Credil Uinion. The Credit Union operates through one branch and operates
principally in personad and commercial banking serving members.

The Credlt Union Deposit Guarantes Corporation (the "Corporation”®), a Provincial Corporatian, guaranises
the repayment of all deposits with Alberta credit unions, including accrued interest. The Act provides that
the Province of Alberta will ensure that the Corporation carres aut this obligation,

Basis of preparation
Statemant of compliance

These financial statements have been prepared in accordance with International Financial Reperting
Standards ("IFRS") as issued by the International Accounting Standards Board (MASE")

The financial statements of the Credit Union were authorized for Issue in accordance with a resolution of
the Board of Directars on January 30, 2024,

Basis of measureament

Thesa financial statements have been prepared under the historical cost basis except for cenain financial
nsirurmants which are measured af fair value as described In the naotes,

Funetional and presentation currency

These financial statements are presented in Canadian dollars (*§"), which is also the Credit Unicn's
functional currency,

Significant accounting judgments, estimates and assumptions

The preparation of the financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets, liabiities and contingent liabllittes at the date of the financial
statemants and reportad amounts of revenues and expenses during the reporting period, Estimates and
[udgments are confinuously evaluated and are based on management's experience and other factors,
including expectations of future events that are believed to be reasonable under the clrcumstances.

While management makes is bast estimates and assumpbions, actual results could differ fram these
estimates.

The key sources of estimation uncertainty that have a significant risk of causing material adjustment to
the amounts recognized in the financial statements are:

Valuation of financial instruments

The Credit Union determines the fakr value of financial instruments for which there Is no observable markaet
price using a variety of valuation techniques. The inputs 1o these models are derived from obsarvabile
market data where possible, but where observable market data are not available, judgment is required to
establish fair values. The judgments include consideration of quidity, and other risks affecting the specific
ingtrument.



Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the year ended Oclober 31, 2023

Significant accounting judgements, estimates and assumptiens (continued)
Allowance for expected credit losses

At each reporting period, financial assets are assessed 1o detérming whather thair credit risk has ncreased
significantly since initial recognition. In determining whether credit risk has significantly increased,
management develops assumplions about factors which impact the borrowers” ability to mest debt
obligations:

+  Expecled significant increase in unemployment rates, inferest ralas

+  Declining revenues, working capital deficlencies, increases In balance sheet leverage, liquidity

=  Expected or aclual changes in internal credit ratings of the borrowers or external credit ratings of the
instrument

+  The comrelation between credit risk on 8l lending facilities of the same borrower

= Changes in the value of the collateral supporing the obligation or in the gquality of third-party
Quaranteas or credit enhancements

Significant judgments, estimates and assumptions are required when calculating the expeclad credil losses
of financial assets. In measuring the 12-month and Hetime expected credit losses, management makes
assumptions about prapayments, the timing and extent of missed payments or defaull events, In addition,
management makes assumptions and estimates about the Impact that fulure events may have on the
historical data used to measura expecled credit losses. In estimating expected credit losses, the Credit
Union develops a number of assempiions as follows:

= The pericd over which the Credit Union is exposed to credit risk, considering for axample,
prapayments, extension oplions, demand leaturas

+  The probability-weighted outcome, including identification of scenarios that specify the amount and
liming of the cash flows for panticular culcomes and the estimated probability of those oulcomes

«  The risk of default occurring on loans during their expected lives and during the next 12 months after
the reporting date

* Expacted cash short falls including recoveries, costs to recover and the effects of any collateral or
other credil enhancements

=  Estimates of effective interest rates used in incorporating the time value of money
= The effects of economic changes, such as inflation and rising Interest rates

The above assumptions are based on historical Infermation and adjusted for cuwrent conditions and
forecasts of future economic conditions, The Credit Union determines adjustments needed 1o its historical
assumptions by menitoring the corralation of the probability of default and loss rates with the fallowing
economic varfables:

# [Inberesi rates

»  Unemploymend rabes

»  Gross domestic product

L] Inﬂal]ﬂ'l'l

[ Loan to value ratios

»  Housing price indices

The estimate of expected credit losses reflecls an unblased and probability-weightad amount thal is

determined by evaluating a range of possible oulcomes thal are nefther best-case nor worse-case
scanarios. The Credit Union uses judgmant to welghl these scenarios,

In datermining the 12-month and ifetime expected credit losses, managemant has considered material
getenoration of macroeconomic conditions in its evaluation of forward-looking information that s
incarporated in the estimation of expected credit loss allowances. Sea “credit risk” In note 15 for details.
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Khalsa Credit Union (Alberta) Limited

Motes to the Financial Statements
For the year ended October 31, 2023

Significant accounting judgemants, astimates and assumptions {continued)
Fair value of unquoted equity instruments

The Credit Union has assessed that the fair values of s unguoted equity instrumenis approximate it cost
based on the tarms that the equily investments can not be transferred, the shares can not be soid and new
shares are issued at par value of all currently held shares,

Summary of significant accounting policles

The principal accounting peficies applied in the preparation of these financial statements are set out below,
These policies have been consistently applied to all the years presented, unless ctherwise stated,

a) Cash and cash equivalents

Cash and cash equivalenls are comprised of cash en hand, the current account with Credt Unian
Central of Afberta Limited ("Central™).

b) Financial instruments - recognition and measurement
Financial assets

Recognition and initisl measurement

The Credit Union recognizes financial assets when it becomes party to the contractual proviskens of the
instrument. Financial assats are measured initially at their fair value plus, in the case of financial assets
not subsequantly measured at falr value through profil o loss, transaction costs that are dirgctly
attridutable to thesr acquisition, Transaction costs attributable 1o the acquisition of financial assels
subsaquently measurad at fair value through profit or loss are expensad in profit or loss when incurred.

Classification and measuremant of financial insfruments

On initial recognition, financial assets are classified as subsequently measured at amortized cost, fair
value through other comprehensive income ("FVOCI®) or falr value through profit or loss ("FVTEL™),
The Credit Union determines the classification of its financial assets, together with any embedded
derivatives, based on the business modal for managing the financial assets and their contractugl cash
flow characteristics.

Financlal assets anme classified as follows:

= Amortized cost - Assels that are held for collection of conlractual cash flows where those cash flows
are solely paymants of principal and interest are measured at amorized cost. Interest revenue Is
calculated using the effective interest method and gains or losses arlsing from Impairment, foraign
exchange and derecognition are recognized in profit or luss, The Credit Union has classified the
following financial assets as at amortized cost: lvans to members and accrued interest and tarm
deposite with Central and accrued intarest,

= FVOCI - Assets that are held for collaction of contractual cash flows and for selling the financial
assets, and for which the contractual cash flows are solely payments of principal and interest, ara
measured at fair value through other comprehensive income. Interest income calcufated using the
effective interest method and gains or losses arising from impalrment and foreign exchange are
recognized in profit or less. All other changes In the carrying amount of the financial assels are
recognized in other comprehensive income. Upon derecognition, the curmulative gain or loss
praviously recognized in other comprehensive income is reclassified to profit or loss, The Credit
Union does not hold any financial assets measured at fair value through other comprahengive
Income.



Khalsa Credit Union (Alberta) Limited

MNotes to the Financial Statements
For the year ended Oclober 31, 2023

4.  Summary of significant accounting pelicies (continued)
k) Financial instrumants — recognition and measurament (cantinued)
Financial assets fcontinuad)

Classification and measurement of financial instruments

« Mandatorily at fair value through profit or loss - Assets that do not meet the criteria 1o be rmeasured
#t amaortized cost, or falr value through other comprehensive income, are measured at fair value
through profit or loss. All interast income and changes in the financial assets” carrying amount are
recognized in profit or logs. The Credit Unicn has classified the following financial assets ag FYTPL:
cash and cash equivalents and shares in Central.

Impairmant of financlal assets

The Credit Union recognizes a loss allowance for the expected credil losses associaled with its financial
assets, other than financial assets measured al fair value through proft er loss. Expecled creditlosses
are measured to reflect & probability-weighted amount, the time value of money, and reasonable and
supportable information regarding past events, cument conditions and forecasts of fulure ecanomic
conditions. For member loans receivable the Credit Undon records a loss allowance aqual 1o the
expecied 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 inftial recognition, For those linancial
assets for which the Credit Union assessed that a significant incréase in cradit risk has occured, the
Cradit Union records a loss allowance equal to the expected credit losses resulting from all possible
default events over the assels’ contractual [ifatime.

The Credit Union assesses whather a financial asset is credit-impaired al the reporting date. Reguilar
indicators that a financial instrument is credit-impaired include significant financial difficulies as
evidenced through breaches of bormowing contracis such as defaull events or breachas of i
covenants and requests to restructure loan payment schedules. For financial assets assessed as credit-
impaired at the reporting date, the Credit Linion continues to récognize a loss allowance aqual to ifatime
expacied craddl losses.

Financial assets are written off when the Credit Union has no reasonable expectations of recovering all
of any portion theraof,

Deracognition of financial assels

The Cradit Unlon derecognizes a financial asset when its contractual rights 1o the cash flows frem the
financial asset expire, or the financial asset has been transferred under particular circumstances,
Financial liabilities

Recognilion and infial measirement

The Credit Union recognizes a financial lability when # becomes party to the contractual provisions of
the instrument. At 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
liabdifies subsequently measured at fair value through profit or loss for which transaction costs are
iImmediately recorded in profit or loss,

Clagsiication and measuramen! of fnancial instruments

Subsequant to initial recognition, all financial liabilities excluding derivative financial liabdties, are
measured at amortized cost using the effective interest rate method. Interest, gains or losses relating
io a financial lability are recognized in profit or loss.
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Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
Far the year ended October 31, 2023

Summary of significant accounting policies fcontinued)

d)

Financial instruments - recognition and measurement (continued)
Firsuncial llabilities (continwed)
Derecognition of financial fabilites

The Credit Union derecagnizes a financial Bebillty only when s contrachual obligations are discharged,
cancelled or sxpire.

Darivatives

The Credit Union uses option contract derivatives to manage its exposure 1o Canadian equity Indices.
Derivatives are initially recognlzed &t fair value at the date that the dervative contract is entered into
and subsequently measured at fair value with changes in fair value recognized through profit or loss
immediately, unless the derivative is designated in a qualifying hedging relationship The Credit Union
doas not have any hedging instrumants.

Membership shares

Shares are classified as liabilities or member equity in accordance with their tarms., Shares redeemabla
at the option of the member, either on demand or on withdrawal from mambership, are classified as
liat@itios. Shares redeemable at the discretion of the Credit Union Board of Direclors are classiflad as

aquity,

Property and eguipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Such cost includes the cost of replacing part of the equipment. When significant parts of
property and equipmaent are required o be replaced in intervals, the Credit Undon recognizes such paris
a8 individual assets with specific usefu lives and depreciation, respeclively, Depraciation is recorded
on a siraight-line basis using the following annyal rates:

Building 25 yoars
Sacurity sysiem 3 years
Furniture and equipment 3 years
Computer equipment 3 years

The assats’ regidual values, useful lives and mathods of depraciation are réviewed at each financial
year end and adjusted proapectively, if appropriate. Gains and lossea on the disposal of property and
equipment are recorded in the profit or loss In the year of disposal,

Intangible assets

Intangible assets consist of computer softwane which are not integral to the computer hardware cwned
by the Credit Union. Cormputer software is infially recorded a1 cost and subsequently measured at cost
less accumulated amortization and any accumulated impairment. Computer software i amordized on
a siralght-line basis aver 10 years.

The usaful lives of the intangible assets are reviewed on an annual basis and the useful Iife |s atered
if estimates have changed significantly. Gains or losses on the disposal of infangitde assets are
datermined as the differance between the nel disposal proceeds and the carrying amount of the assel
@#nd are recagnized In the profit or loss,



Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the year ended Oclabar 31, 2023

4.  Bummary of significant aceounting policies {continued)

)

Impalrment of non-financial assets

At the end of each reporting period, the Credil Union reviews the carrying amounts of its assets that
are subject to depreciation and amortization to determine whether there is any indication thal those
assets have suffered an impalrment loss, I any sech indication exists, the recoverable amound of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where it i not
possible to estimate the recoverabbe amount of an individual asset, the Credit Union estimales the
recoverable amount of the CGLU to which the assel belongs. Where a reasonable and consistent basis
of allocation can be |dentified, corporate assets are also allocated to individual CGL's, or otherwisa
they are allocated to the smaliest group of CGU's for which a reasonable and consistent allocation
basis can be dentified.

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

If the recoverable amount of an assel or CGU is estimaled to be less than it's carmying amount, the
carrying amount of the asset or CGU & reduced to its recoversble amount, An Impakment loss is
recognized immediately in the profit or loss.

Where an impairment loss subsaquently reverses for assels with a finite usedul life, the carrying amount
of the assefl or CGU i3 increased 1o the revised estimate of its recaverable amount, but 2o thal the
increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recognized for the asset or CGU in prior years. A reversal of an impairment
loss ig recognized immediately in the profit or loss.

Revenue recognition
Imterest on member loans

Inferast income is recognized in profit or loss using the efective interest mathod. Tha ‘effective interest
rate’ |s the rate that exacly discounts estimated future cash payments over the expacted life of the
financial instrumant 1o the gross carrying amownt of the financial asset or the amortized cost of the
financial lability. Thi effective interast rate s caloulated congidering &l contraciual terms of the Bnancial
instruments, except for the expected cradif losses of inancial assets. The ‘smorized cost’ of a fmancial
assel is the amount at which the instrument is measured on inital recognition minus principal
rapayments, plus or minus any cumulative amortization using the effective Interest method of any
difference betwesn the initial amownt and maturity amount and adjusied for any expected credit loss
allowance. The ‘gross carrying amount’ of a financial asset ks the amortized cost of a financial asset
before adjusting for any expected credit kosses.

Interast income is calculated by applying the effective intarast rate to the grosa carrying amount of the
financial asset (when the asset s not cradit-impaired). Where a financial assa! has bacoma credit-
impaired subsequent 1o initial recognition, interest income is calculated in subsequent perods by
applying the effactive inferest mathod to the amorized cost of the financial asset If the asset
subsequantly caases to be credit-impaired, calculation of interast income reverts to the gross basis.

10



Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the yaar ended October 31, 2023

4.  Bummary of significant accounting policies (continued)

i}

Other income

The Credit Union generates revenus from providing financial services to its membars. Othar income
comprises commissions, fees, service charges and dividend income. Other income revenue s
recognized as servicas aré réndered. The Credit Unilon does not have an enforceable right to payment
until services are renderad. The amount of revenue recognized on these fransactions is based on the
price specified in the contract. The Credit Union does not expect to have any contracts where the period
between the transfer of the promised goods or services to the member and payment by the member
exceads ong year. Consequently, the Credit Union does not adjust any of the transaction prices for the
tima valus of monay.

Dévidend income ks recognized when dividends are declared on shares.
Income taxes

Income tax expense comprisas current and deferred tax. Income tax is recognized in the profit or loss
excapt to the extent it relates to tems recognized in other comprehensive income or directly in equity.

Current income tax

Currant income tax expense is based on the results for the period as adjusted for items that are net
feabie or not deductible, Current income tax is calculated using tax rates and laws that ware enactad
or substantively enacted at the end of the reporting pericd. Management periodically evaluales
positions taken in tax returns with respect to situations In which applicable tax regulation is subject to
interpretation. Provisions are established where appropriate on the basts of amounts expected 1o be
paid o the tax authorities.

Deferred fax

Deferred tax is recognized, using the liability method, on temporary differences arising batween the tax
bases of assels and abiliies and thelr carrying amounts in the stalerment of financial position, Delerred
tax is caiculated using tax rates and laws that have been enacted or substantively enacted at the end
of the reporting period, and which are axpected lo apply when the related deferred income tax asset is
realizad, or the deferred income tax liability is satted,

Defarred tax liabdities:

= are generally recognized for all taxable temporary diferences: and,

# are nol recognized on temporary differences thet arise from goodwil which is not deductible fer tax
puUrposes,

Deferred lax assats;

* am recagnzed b0 the exlend it is probable that taxable profils wil be available against which the
deduclible lemporary differences can be utilized; and,

= afereviewed at the end of the reporting period and reduced Lo the extant that & is na longer probabla
that sufficient laxable profits will be avallable to allow all or part of the asset to ba recoversd.

Dreferred tax assets and labilities are not recognized in respect of temporary differences that afse on
initial recognifion of assets and labilites in a fransaction that Is not a business combination and that
effects neither accounting, nor tavable profit or loss,

Foreign currency translation

Transaclion amounts denominated in foreign currencies are translated into thelr Canadian dollar

equivalents at exchange rates prevailing at the transaction dates. Camrying values of monetary assets
and liabilities refiect the exchange rates at the statement of financial pesition date. Translation gains
and logses are included in the profit or loss.

Lk
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Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the year endad Oclober 31, 2023

Recent accounting proncuncements

The Coedil Union has reviewed new and rovised accounting pronouncaments that have baen issued bt
are nol yel effective and determinad that there were nona that would hava a significant impact on the Cradit

Linign.

Investments and acerued interast

FYTPL
Shares in Central

Al amoartized cost

Term deposits with Central
Acerued interest

Total investments

2023 2022

3 5

300,000 300,000
3,330,000 8,180,000
29,761 7,401
3,359,761 &,1B7.401
3,659,761 B.4B7A01

As required by the Act, the Credit Union holds invesiments with Cantral to maintain its Gguidity lewel. All
term deposits mature within one year. As required under IFRS 8, the Cradit Union preparad an impairmant

analysis for the investments and detarmined no impairment was nacessary.

Loans to membars and acerued Interagt

2023
Consumer lpans

Residantial morigages
Commercial loens

2022

Consumer loans
Residential mortgages
Commarcial loans

3% NIV T

: Loss

Losa

Principal & allowance  allowanca
accrued misasured measured Hat
interast at 12- at lifetima carrying
amount menth ECL ECL amount
-3 £ 5 ]
1,853,202 32,605 - 1,820, 587
19,738,574 7,800 = 19,730,774
148,412 1,291 - 147, 121
Hl?‘dﬂ.ilﬂ d-!ul_ﬂl = @, 698483

Loss Loss

Principal & allowanca glicwance

accrued measured at  measured al
inberesd 12-manth lifgtirma  Mel camying
amaount ECL ECL amaunt
5 & 5 $
1,407 170 I3424 - 1,373,746
16,3TB. 514 8,205 - 16,370,308

174, 238 &7 - 174,472

1?|!5I-5'E||923 41,698 = 17,818 227
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Khalsa Credit Union (Alberta) Limited

Motes to the Financial Statements
For the year ended Cciober 31, 2023

T Loans to members and accrued Interest (continued)
Matyrity of loans
Loans to mambers, not including accruad interest and loss allowance, mature as follows:
2023 | P
£ 5
Under 1 year 3,592,752 3,447,765
1 to 2 years 2,967,608 1,418,961
2 o 3 yaars 4. TEB, TaT 1,937,231
3 bo 4 years 8,085,120 2,614,840
Qver 4 years 2208171 8,505 747

21,892,448 17,924 544

The alowance for expected credit Iosses changed as follows:

2023 22

£ 5

Balance, baginning of yaar 43 648 218,985
Amounts praviously provided for, now writhen-off * - (175.337)
Balance, end of year 43 648 43,648

Presantad on Statement of Financial Position as follows:

Set off against loans to members with accrued interest 41,696 41,696
Provision for undsgwn cormmiiments §52 1,852
Balance, end af year 41 648 43,648

* This related lo a syndicaled commercial loan, a portion of which tolaling $175,337 was determined
to be uncollectibla in the previous year and was fully provided for. During the year anded Octabar
31, 2023, upon reaching a final settiament agreament, the Cradit Union collacted the portion that
was determined to be collectible previously and wrote off the uncollectible amount previoushy

provided for,

The principal collateral and othar credit enhancements the Cradit Union holds as security for loans include
insurance, morigages over residential lots and proparties, recourse o fiquid assels, guaraniees and
securities. Valuations of collateral are updated periodically depending on the nature of the collateral. The
Cradit Union has policies in place to monitor the existence of undesirable concentration in the collateral
supparting i credit exposure, In management’s estimation, the fair valee of the collateral is sulficient to

offsat the risk of logs on the loans past dus but ol impained,

Other assets
2023 2022
5 B
Prepaid expenses 12 483 TE 034
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Khalsa Credit Union (Alberta) Limited

MNotes to the Financial Statements
For the year ended October 31, 2023

a, Property and equipment
Security Furmiture and Computer

Bullding system equipment  eguipment Tatal
5 5 & % ]
Cost
At Octobar 31, 2021 353,685 17,711 18,728 88 631 456. 785
Additions . - - 2,525 2278 4813
Af Ociober 31, 2022 353,685 17,711 21,263 8,909 461,578
Additions - - 13,018 24,836 37,845
Al Oclobar 31, 2023 353,605 17,711 34,282 83,735 453,423
Depreciation
Al Octobar 31, 2021 B0, 381 17,711 16,282 63,124 177 508
Charge Tor the year 14,148 - 1,910 2127 18,185
At Octobear 31, 2022 84,528 17,711 18,202 B5 251 195,653
Charge for the year 14,148 - 8,366 8,990 30,504
At October 31, 2023 108,677 17,711 24,568 75,241 226,197
MNat book value
At October 31, 2022 258,166 - 3,061 3,658 265 HAS
Al October 31, 2023 245018 - 8,714 18,494 273,226
10,  Intangible assets
Computer
gaftware
£
Cost
8 Oelobaer 31, 2022 and 2023 179, TET
Amartization
A October 31, 2021 151,472
Chargea for the year 14,731
At Octobaer 31, 2022 166,203
Charge for the year 13,564
At Octobar 31, 2023 178,767
Net booak value
At October 31, 2022 13,564
At October 31, 2023 -



Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the year ended Ocfober 31, 3023

11. Maember depasits and acerued interest

Camand deposits
Term deposits
Registered Relirement Savings Plans

A inberes]

2023 2022

$ g
20,022,203 17,359,813
587,075 6,126,844
2,995,213 2,744,383
28,888,491 26232825
124,324 25915
28,012,815 26,258,840

The repayment of all member deposils, inchuding accrued inlerest, is guaranteed by the Corporalion far
which the Credit Linion pays a deposit guarantes assessmant fee.

Concentra Bank (a subsidiary of Equitable Bank) acts as the trustee of the Registered Retirement Savings
Plans ("RRSP") offered to members. Under an agreement with Concenira Bank, the contributions o the
plan, and the interest samed on them, are deposited in the Credit Union. When mambers terménate thesa

plams, the funds are repaid to them.
Maturity of deposils

Member depasits, not including accrued Interest, mature as Eollows:

Payable on demand
Under 1 year

1402 years

2 to 3 years

3 to 4 years

4 yedrs or greater

12, Income taxes
Income tax expense comprisas:

Current tax expense
Doferred tax expenss
Total tax expense

2023 2022
5 -]
20,022,203 17368813
5211879 5660483
2,198,934 1,273,840

1,127,701 539,983
327,774 1,805
1,397,101

28,888,491 EELE‘HlEEE

2023 022
: 5
34,995 29,970
34995 25570

15



Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the year ended October 31, 2023

12.  Income taxes (continued)
The incame tax expense for the year can be reconciled 1o the accounting profit as follows:

2023 Hz2
5 %
Incorme before proviskon for taxes 298,320 275,266
Combined federal and provincial tax rabe 11% 11%
Tax expanse at slatulory rate 2,818 278
Adjusted for the effect of:
Rate difference and other fems - [37ay
Parmanent differances 2179 70
Income tax expenss 34,995 EE,_E?H
2023 2022
$ 5
Dafarred tax assets (liabilities)
Loan allowance 4,801 4 B01
Property and equipment and intangible assets [418) {415}
Mot deferred tax asset 4,385 4385
2023 2022
5 5
Balance, beginning of year 4,388 4,385
Expansa for the year 5 i
Balance, end of year 4,385 4385

13, Darivatives

Equity-linked options are used fo fix costs on term deposits products which pay a return o the deposit
holder based on the change In equily market indexes. The fair value of the equity linked derivative contract
Is separately presanied as pari of derivative instrument assets.

The fair value of the equity-inkad option contract is $89,170 (2022 — $195,074) and the fair value of tha
embedded dervative is 589,170 (2022 - $195,074). Both lems are marked to market through profit or logs.
This had no effect on income for the years ended October 31, 2023 and 2022,

The notional amounts of equity-inked derivative contracts maturing at various times are as follows:

2023 2022

5 ]

Within 1 yaar - G358, 700
2 to 3 years . .
3to 4 years 457,270 m
4 1o 5 years 335,000 457310
Balance, end of year 792,270 1 70

16
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Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
For the year ended Ooiaber 31, 2023

Membars shares

Authorized shares
The member shares ara:

a} issuable in uniimiied number;

b} issuable as fractional shares with a par value of $1;
c) lransferable only in restricled circumstances:

d} mon-assessable: and

&) redeemable at par value at the discretion of the Cradit Union, Subject lo restrictions conlained in the
Credit Unlon Act,

The Cradit Union policy reguires all members o make a minimum iwestment based upcn the folowing
cribaria;

Ragular member acesunt £100
-  Business [ grganization account 5500
= Members are allowed to hold & maxdmum imsestmant of $100,000

Each member of the Credit Union has one vole, regardiess of the number of shares that a member halds.
The Corporation doss not guarantes commeon shares, which represent "at-risk® capital,

Issued and outstanding
2023 2022
-3 -]
Balance, beginning of year 1,277,607 1,131,788
lssued for cash 42,200 147,370
Redeamed [t SBE) {1,5581]
Balance, end of year 1,275.231 1,277,607



Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
Far the year andad Oclober 31, 2023

15.  Financial instrument risk management

As parl of s operations, the Cradit Union carrias a number of financial instrements. It ls management's
opinéon that the Cradit Linion is exposed to the following risks as a resull of holding financial mstrumants:

= credit risk;
+  liquidity risk; and
+  marked risk (interest rate and foreign curmency risks).

The following is a description of those risks and how the Credil Union manages the exposure of them
Credit rlsk

Cradit risk (s the risk that a financial losg will be incurred due to the failure of a countarparty to discharge
its contractual commitment or abligation to the Credit Unlon, Credit risk arises principally as a result of the
Credit Union’s lending activities with members.

Rigk measyrement

The Credit Union emplays a risk measurement process for its loan portfalio which is designed to assess
and quantify thea lewvel of risk inherent in credit granting activities. Risk is measured by reviewing quaitative
and quantitative factors that impact the loan portfiolio.

The following Information represents the maximum exposure to credit risk before taking into consideration

any collateral:
2023 2022
5
Cash and cash egquivalents 5,434, 965 1,241,728
Invesiments and accrued interest 3,659,761 B 487 401
Leans to members and acerued Interag) 21,698,402 17,918,227

30,793,218 27647 35T

LIDHRCH VS, pOUCias BNd rocasses

The Credit Union is committed to the following principles in managing credit risk exposure:

¢ Cradit risk assessment includes the establishment of polices and processes relaled 1o credi risk
ranagarmant and risk rating;
Credit risk mitigation includes credit structuring, collateral, and guaraniees:
Lredit risk approval limits includes establishing credit risk limits and reporting exceptions thereto:
Cradit risk documentation focuses on documentation and administration: and
Cradit rigk monitoring and review.

The Credit Unéon's credil risk policies, processes and methodologies are reviewed annually to ensure they
remain relevant and effective in managing credit risk.

& m om W
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Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
Far the year ended Ocfober 31, 2023

Financial instrument risk management (continued)

Inputs, assumptions and techniques

Definifion of default and assessments of credy risk

Financial instruments are assessed at each reporting date for a significant increase in credit risk since initial

recognition. This assessment considers changes in the sk of a default occurring at the reporting date as
compared to the date of inifial recognition.

The Credit Union considers member loans receivable to be In defaull when confractual payments are mare
than 80 days past due or other objeclive evidence of impairment exists, such as notification from the
borrower or breach of major covenants. This definition is consiglent with the definitions used for the Credit
Union's Internal credit risk managemant practices and has been selecied because It mast closely aligns the
definition of default to the Credit Union's past credit experience, and the covenants placed in standard
besrowing contracts. Relativedy few financial instruments subsequently return to performing status after a
dafault has occurred under this definition withouwt further intervention on the part of the Credit Linion,

Changes in credit risk are assessad on the basis of the risk that a default will occur over the contractual
lifetime of the financlal instrument rather than based on changes in the amount of expacied credit losses or
other factors. In making this assessment the Cradit Union takes into account all reasonable and supportabla
information Including forward-looking information, avallable without undue cost oo effort in making this
essessment. The Cradit Union considers past due information of its batances and information about the
barrower availabie through regular commercial dealings, such as requests for loan modifications,

The credit risk of a financial instrumant Is deemed (o have significantly increased since inifial recognition
when conlractual payments have exceeded 30 days past dua, or other infarmalion becormeas avalable to
management (g.g., through the course of regular credil reviews, communication with the bomower or
forecasting processes which consider macroeconomic conditions expecied to have a future impact on
borrowers). The Credit Uinion considers thera nat b have been a significant increase In eredit risk despite
conlractual payments being more than 30 days past due when they have interviewed the bomower and
determined that payment is forthcoming.

The Credit Unlon identifies credit-impaired financial assets through regular reviews of past due balances
and cradit assassments of ils membars. Credit-impaired financial assels are typically placad on the Credit
Union's watch list basad on its intarnal credit rigk policies. In making this assessment, the Credit Union
considers past due information of its balances and information about the borrower available through regular
commercial dealings.

Measurement of expecied creal losses

The Credit Union measures expected credit losses for member loans receivable on a group basis. These
@ssets are grouped on the basis of their shared risk characteristics such as loan type (residential
marigages, commercial loans and consumer lcans). Otherwise, expecied credit losses are measured on
an individual basis.
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Khalsa Credit Union (Alberta) Limited

Notes to the Financial Statements
Far the year ended Ocfober 31, 2023

15.  Financial instrumant risk managemant (confinued)

When measuring 12-month and lifetime expected credit losses, the Credit Union utilizes & model, which
uses current banking system loan data to assess probability of default, exposure at default, loss given
default;, and present value calcutations. Forward-looking information Is incorporated inba the determination
of expecied credil loss by considering regional economic journals and forecasts, collecting information
available from regular commercial dealings with its members and other publicly available information and
considering the effect such information could have on any assumgtions or inpuls used i the messurement
of expected credit losses, determining significant increases in credit risk or identifying & credit-impaired
financial assat.

Significant judgmanis, estimates and assumptions are required when cafculating the expected credit losses
of financial assafs. In measuring the 12-month and lifatime expected credit losses, management makes
assumptions about prepaymants, the timing and extent of missed payments or default events. In addition,
management makes assumplions and estimates about the impact that future events may have on the
héstorical data used to measure expected credit losses.

The Credit Union had a syndicated commercial loan, a portion of which totaling $175,337 was determined
to be uncolliectible in the pravious year and was fully provided for. During the year ended Octaber 31, 2022,
upan reaching a final setlement agreement, the Credit Union colleciad the portion that was datesmined to
be collectible previously and wrote off the uncollectible amount previously provided for. Other than this lean,
the Credit Linien has not had to grant any loan deferrals or experienced any significant delinguencies during
the years ended Oclober 31, 2023 and 2022,

In determining tha 12-maonth and lifetime expacted credit losses, management also performed an evaluation
of the potential impact forwarnd-locking macroeconomic variables could have on its estimation of

credit loss allowances. These macroeconomic variables include unemployment rates, high inflation,
production capacity kmits, supply chain pressures and central bank's flscal policies. The current expactation
is that tha interest rates will drop In 2024; though recession is still a possibility.

Writa-cifs

Financial assets are written off when there i no reasonable expectation of recovery. The Credil Union
assesses that there |s no reasonable expectation of recovery when the borrower has filed for banknupicy
and the trustes has Indicated that no addtional funds will be paid. Where information becomes available
indicating the Credit Union will recaive funds, such amounts are recognized al their fair value,
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Financlal instrument risk management (confimued)
KDOSLNE b dif sk — lpan o members and acerused Interas

The following tabile sets out information about the credit quality of financial assets assessed for impairment
under IFRS 8 Financial instruments. The amounts in the table, unless otherwise indicated, represent the
assels’ gross camrying amaounl

Except as noted below, the gross carrying amount of financial assets represents the maximum exposure
to credit risk for that class of financiyd assat.

Lifetime Lifetime

ECL {nat ECL
12-manth credit {eredit
2023 ECL _ impaired) impaired) Total
Consumer loans - loan principal and accrued
interast
=  Lowrisk 1,048,690 - = 1,848,690
= PMedium risk - 4 512 = 4,512
Gross carrying amount of consumar loans and
interast recaivable 1,848,650 4,512 = 1,853,202
Less: Allowance for expected credit loss {28,699) (2, S} - (32,605)
Total carrying amount of consumer loans and
interest recalvable 1,818,991 1,606 = 1,820,587
Lifetima  Lifetime
ECL {not ECL
12-manth cradit (credit
2023 ECL impaired) impaired) Total
Residential mortgages - loan principal and
accrued interast
Low risk 18,738,574 - - 19,738,574
Gross carmying amound of residential mortgages
and inerest recaivable 19,738,574 - - 19,738,574
Less: Allowance for expected credit loss (7 800K - - 7. 800)
Total carrying ameount of residential morgages
and interest recelvable 16,730,774 - - 18,730,774
Lifatima Lifetime
ECL (not ECL
12-monih cradit {eredit
2023 ECL _ Impaired) impaired) Total
Commercial loans = loan principal and accrued
interast
= Low risk 148,412 = . 148,412
Gross carrying amount of commercial loans and
interest receivable 148,412 - . 148,412
Less: Allowance for expected credit loss {1,281) - . {1.291)
Tolal earrying amount of commarcial laans and
inarest recaivabie 147,121 - = 147,121
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15,

Consumer loans — loan principal and accrued
Interesi

- Low risk

Mladium risk

Gross camrying amount of conswmer loans and
interest recelvable
Less: Allowance for expecled credit loss
Total carrying amaount of consumer kans and
inferest receivable

FResidential mortgagas — loan principal and
accrued intarest

= Low sk
Groas carrying amount of residential monigages
and interest recetvable
Legs: Allowance for expactad credil loss
Total casrying amount of residential mortgages
and interest recaivable

2022

Commearcial loans - loan principal and acerued
Inbares

- Low rigk
Gross carmying amoeunt of commercial loans and
interast recelvabla
Less: Allowance for expeciad credit loss
Total carrying amount of commercial loans and
interast raceivabla

Financial instrument risk managemaent (continued)

Litetime Litetime
ECL (not ECL
12-month credit {eradit
ECL __impaired)  impaired) Total
1,400,170 - = 1400170
- T|m = ?.mu'
1,400,170 7,000 = 1407170
{31,070} (2,354} = {33.424)
1,389,100 4,646 - 1373746
Lifetima Lifetme
ECL {not ECL
12-manth cresdil [cresdit
ECL __impaired)  impaired) Total
16,378 514 - 18378514
16,378,514 - - 16373514
(8,205} = = {8,205)
16,370,309 - - 16,370,309
Lifetme Lifafime
ECL (not ECL
12-monsh cradit [credit
ECL  impaired) ired Total
174,239 - - 174239
174,239 - - 174,239
(67} = = {57)
174,172 - - 174172
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Financial instrumant risk management (conlinued)
Liguidity risk

Liquidity risk ks the risk that the Credit Union cannot meet a demand for cash or fund its obligations as they
come due, The Credit Union's management oversees the Credit Union's liquidity risk 1o ensure that the
Credit Union has access to enough readily avallable funds to cover its financial obligation as they become
due. The Credit Union's business requires such liquidity for operating and regulatory purposes which
includes statutory liquidity requirements.

Risk meagyrement

The assessment of the Credit Union's liquidity position reflects management's estimales, assumplions and
judgment pertaining to current and prospective marke! conditions and the related Investing and borrowing
aclivithes of mambaers,

Qbijectives, policies and processes
The acceplable amount of risk is defined by policies that are approved by tha Board of Directors.
The Credit Union manages liquidity by monitoring, forecasting and managing cash flows and the

concentration of loans and deposits within approved policias. Management provides monthly reports on
these matters o the Board of Direclors.

Key features of liquidity managemant inciete:

« Dally manitoring of expacted cash inflows and outlows and tracking and forecasting the liquidity
positian; and

» Consideration of the term structure of loans and deposils, with emphasis on deposit maturities, as well
as axpectad loan funding and other commitments 1o ensure the Credit Union can malnain required
levels of liquidity while meeting its obligations.

The Act requires the Cradit Union % maintain a minimum liguidity ratio of 6% of total assets. The Credit
Union's liquidity ratio was 9.6% at October 31, 2023 (2022 - 8.3%).

Market risk

Market risk is the risk that changes in market prices = e.g., interest rate risk and foreign exchange rates -
will affect the Credit Union's income or the value of its holdings of financial instruments. The objective of
marked risk management is to manage and contral market risk exposures within acceplable parameters,
while optimizing the rebumn,

Interest rate rigk

Cash flow Interest rate risk is the risk that the future cash flows of the Credit Union's financial instruments
will fluctuaie due to changes in market inlerest rales. Falr value interest rate risk is the risk that the value
of a financial instrumant will fuctuate because of changes in prevailing market interest rates. Financial
margin reported in tha profil or loss may increase or decrease in response o changes in markat interest
rates. Accordingly, the Credit Linion sets lmits on the level of mismatch of interest rate re-pricing that may
be undartaken, which is monitored by management and reparted to the Board,

Interast rate risk is measured by:

a) Static gap analysis which aggregates cash flows into repricing periods based on the maturity dates of
the assets and liabilitles,

b} Income simulafion models that use curent interest revenue, current intevest expense and market
values, These models incorporate assumptions about pricing strategies, growth, volume, new business
and interest rates.

) Market value of portfolio equity determines the present value of all assets and liabilities. This provides
@n estimate of the equily valee of the Credit Union.
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Financlal instrument risk managemant (continued)

The following table provides the potential before-tax Impact on an immediate and sustained 1% Increase
or decrease in interest rates on net interest income. All Interest rate risk measuras are based upon interast
rate exposures at a specific ime and continuously change as a result of business activities and rigk
manageman initiatives.

2023 2022
5 )

Before tax impact of
1% increase in rates (approximate amount) 97,000 116,000
1% decrease in rates (approximate amount) (97,000} (120,000)

To manage the repricing of assat and labllity mismatch opportunities the Credit Union will undertake
campaigns to procure deposits or loans that reprice/mature within a specific lime period, buysell assels
that reprice/mature within a specific time period and may purchase derivative instruments, These decisions
are bagsed en economic conditions, member behavior, capital and liquidity levels and compliance with Cradit
Limian policy.

The following table provides the inferast rate sansitivity gap which reprasents the net princioal values of
interest rata sensitive financial assets and abdities.

Floating Within one One to five Mon-rata

2023 rafta year years  sensiive Total
] 5 5 5 i
Financial assets
Cash and cash equivalents . - = G434 D5 5404 385
Darivative assel : . - 89,170 89,170
Invesimants and aceriad . 3,330,000 - 328 761 3,659,781
interast
{effactive yiaid %) - 5.086 - - 4.627
Loans to members with acensed
interest 11,712 3,545,663 180893377 47,740 21898492
{affective yield %) 15 180 8602 35818 - #0718
11,712 6875663 18,003,377 5901636 30,862,388
Financial liabilities
Accounts payable and accrued - - - 100,540 100,540
labiEiias
Derivative Bability - - - &9, 170 89170
Provision for undrawn - - - 1,052 1,952
commitmants

Member depesits with accrued B367.584 5211879  3E54.409 13778933 292815
mlerest

feffeciive yald %) 462 2640 2.53r - 0845
B, 36T, 584 11 3,654 408 13,970,585 26,204 477

Net gap, October 31, 2023 (E355887) 1663784 14438068 [8,068.069) 1877811
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15.  Financial Instrument risk managemant (continuwed)

Floaling Withinone One to five Non-raie

2022 rabe W aar yaars sansitive Tatal
3 $ $ 5 5
Financial assets
Cash and cash equivalents - - - 1,241,728 1241729
Drerivative assel 5 - - 185,074 185,074
Investrments and accrued = B,180,000 = 07401  BA487 401
intarest
(effective yiaid %) . 3,656 - - 1552
Loang to members with accrued 10,718 3412383 14 458 749 353T8 17.918.22T7
intarast
(effeclive yield %) 10.585 5063 JM7 - 1438
10,716 11,582 3683 14,453,749 1,778,583 27 842431
Financlal liabilities
Accounts payable and accrued - = - 38,398 36,396
liabiliting
Derivative labity = - - 195,074 195,074
Provision for undrawm - - - 1.052 1,952
cormmilrments

Membar deposits with accrued 5,595,068 TEMETT 1248435 11,789.560 26258840
inerast

{effeciive yiald %) 0.435 1,339 T.146 - 0538
S95.868 2 TEI4 87T 1248435 12025082 26,494 262

Met gap, October 31, 2022 (5,585,152) 3067508 13.211,314 [10,245499) 1,345,160

Foreign currency risk

Currency risk redates o the Credit Union operating In different currencies and converting non-Canadian
earnings at diferent paints in time at different foreign exchange lavels when adverse changes in fareign
currency exchange rates occur, The Credit Uinion had minimal foreign currency transactions during the year
and did not carry any foreign currencies as of Oclober 31, 2023 and 2022 hence there is no exposure fo
faf@ign currancy as at the year end.

Fair value of financial instrumants

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

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

« Level 2! Inputs other than quoled prices In active markats thatl are observeble for the assets or
lakility, aither directly or Indirectly; and

= Level 3 Unobservable inputs In which there is litthe or no market data, which require the Credit
Union 1o develop s own assumptions,

Fair value measurements are classified in the fair value hisrarchy based on the lowest level inpul that is
significant to that falr value measurement. This assessment requires judgmand, considering factors specific
o an assel or a lability and may affect placerment within the fair valua hierarchy,
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Fair value of financial instruments [confinwed)

Fair value is the consideration that would be agreed 1o in an arm's length transaction between
knowledpeabla and willing parties with no compulsion to act. Estimates respecting fair values are based on
subjective assumptions and contain significant uncertainty. Fair values reprasent estimates of vaiue &t &
particular point in ime and may not be redevant in predicting future cash flows or eamings. Potential income
taxes or other expenses that may be incurred on achual disposition have not been reflected in the fair values

dizclosed.

The following melhoeds and assumptions were used to estimate fair values of financial instruments:
a) The fair values of cash, demand deposils, investments, cartain other assets and cartain other kabiilies

approximate their carrying values, due to their shart-term nature.

b The eslimated fair values of floating rate invesiments, member loans and member deposits are
assumed to equal carrying value as the infarest rates automatically reprice o marked,

€} The estimated fair values of fixed rate member loans and member deposits are determined by
discounting the expected future cash flows of these ifems al current market rates for products with

similar kermme and credit dsks.
The Credit Union's financial instruments have been catagorized into the fair value hierarchy as follows:
Fair valua Level 1 Lewvel 2 Level 3
2023 %'000 $'000 §'000 5000
Financial assats
FVTPL - Mandalovy
Cash and cash equivalents 5435 5435 - -
Shares in Central 300 . - 300
Darivative asset aa E9 =
Armodtized sost
Term deposits with Central and accrued intarast 3,360 3,380 -
Lowns to mambers and aconesd intarest 19,951 18 551 -
Financial Habilities
Amartized cost
Accounts payable and accrued Eabilities 101 - 101 .
Member depasits and accrued interast 2E,581 - 28,981 -
FWTPL
Derivalive liability 83 - ag -
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16. Fair value of financial instrumants (continued)

ir.

Fair valug Leved 1 Laval 2 Laval 3

2022 £'000 $'000 §'000 5000
Fimancial assets
FVTPL - Mandatary
Cash and cash equivalents 1.242 1,242 . -
Shares in Ceniral 300 - 300
Derivative assat 195 = 185 -
Amuortized cost
Tarm daposits with Ceniral and accrued intenest 8,187 - B, 187 .
Loans 1o members and accruad interest 16,822 - 16,522 -
Financial liabilities
Amovriized cosf
Accounis payable and accruad llabilities 38 - 38 -
Member deposits and accruad interast 26,313 - 28,313 -
FWTPL
Derhvative labifty 185 = 185 -

There were no fransfers between the hisrarchy levels for the years ended October 31, 2023 and 2022,

Off-balance shest financial instruments

To meet the needs of its members and manage s own expesure 1o Tuctuations in interest rates, the Cradit
Union parficipates in various commitments and contingant liabdity contracts. The primary purpose of ihase
contracts is 1o make funds avallable for the financing needs of members. These are subject 1o nermal credit
standards, financial contrals, risk managemant and monitoring procedwres. The contractual amoums of
these credit instruments represent the maximurn credit risk axposure without taking into account the fair
value of any collateral, in the event other parties fail 1o perform thalr obligations wnder these Instuments.

Guarantess and slandby letters of credit represent imevocabla assurances thal the Credit Union will make
payments in the event that a customer canngt meet its abligations ta third parlies, and they carry the same
risk, recourse and collateral security requiremants aa loans exanded o customers, Documentary and
commercial letters of credit are Instrumeants issued on bahasf of a customear authorizing a third party ta draw
drafis on the Credit Union up to a stipulated amount subject 1o specific terms and conditions. The Cradit
Unign is at risk for any drafts drawn that are not ultimately settied by the customer and the amounls gre
coltateralized by the goods to which they relate. Commitments to extend credit represent unutilized portions
of authonizations lo extend credit in the fonm of lans, bankars' accapiances or letters of credil. To
exposure 1o interest rate fluctuations and lo manage asset and liability mismatch, the Credit Union may
enter info interest rate swaps. These minimize the interest rate risk and cash required to liquidate the
contracts by entering into counter-batancing positions. The Credit Union did not use Interest rate swags In
the currgnt yaar,

The Cradit Unicn makes the following Instrumanta available 1o its mambars:

a) guarantees and standby letters of credil reprasenting irmevocable assurances that the Cradil Union
will pay if & member cannot meet thelr obligations 1o a third party;

b} documentary and commercial letters of credit to allow a third party 1o draw drafts o a maximum
agread amouni under specific terms and conditions; and

c] commitments ta extend credit répresenting unused partions of autharizations to extand credi in the
form of loans {including lines of credil and credil cands) or other financing.
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Off-balance sheet financial instruments (continued)

The amounts shown on the table below do not necassarily represent future cash requirements since many
commitments will expire or tarminate without being funded. The Credit Union had the following cutstanding
financial instruments subject 1o credit risk:

2023 kP
] ]
Guarantees, standby lefters of cradit and direct eredil substitules 42,000 g2 200

Commitment to extend credit - original ferm fo maturity of one year or less 1,313,137 1,360,233

Cradit facllities

The Credit Unlon has a revolving operating demand loan arrangement in the amount of $846,000 (2022 -
$375,000) from Central, that carries interest at prime minus 0.5% |.e., B.7% (2022 - prime minus 0.5% Le.
5.45%). As ! Ociober 31, 2023, the amount withdrawn from the line of credit is Snil (2022 - $nil).

In @ddition, the Cradit Union has in place demand revolving term loan arrangement in the amount of
$1,410,000 (2022 - §525,000) also with Central thal carries interest at prime minus 1% i.e. 8.20% (2022 =
prirme minus 1.0% i.8.,4.95%). Tha Cradit Union has not drawn any amount against this term loan Octobar
31, 2023 (2022 - Snil).

The total borrewings under the two credit facilities cannot exceed §2,258 000 The two credit faciities are
secured by all present and future accounts, book debts, Instruments, deposits and all monies payable by
Cantral io the Credit Union.

Capital managemant

The Credit Union's objectives when managing capital are:
= Toensure the long-term viability of the Gredit Union and the security of member deposits by halding
a level of capital desmed sufficient fo protect against unanticipated losses; and
+ Tocomply 81 all imes with the capital requiserments sat out in the Act.

The Credit Union measures the adequacy of capital using two mathods:
» Total capital as a parcent of total assels: and
= Total capital as a percent of risk weighted assets. Under this method, the Cradit Union reviews its
loan portfolio and other assets and assigns a risk weighting using definitions and formulas set out in
the Act The more risk associated with an asset, the higher a weighting is assigned. This method
allows the Cradit Union io measura capital retative to the possibility of loss with more capital required
o support assels that are seen as being higher risk.

The Credit Union managemsant ensures compliance with capital adequacy through the following:
» Establishing policies for capital management, manitoring and reporting;
» Establishing policiea for related areas such as assat liabiity manageament:
* Reporting to the Board of Directors regarding financial resulls and capital adequacy;
* Reporting to the Corporation on its capital adequacy; and
+ Establishing budgets and reporting variances to those budgets.

The Credit Union is required under tha Act to hold capital equal te or exceeding the greater of;
o 4% of idal assets; and
« 8% of risk weighted assets ("RWA").

An additional ragulatory capital buffer of 2.5% of total RWA Is required for 2023 (2022 — 2.5% of total RWA).
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Capital management (continued)
The Credit Union was in compliance with the regulatory requirements as Indicated by the Act as follows:

2023 20z2
C-apital as a % of total assets 6.42 B.15
Capital a5 a % of risk welghted assets a5.75 3654

The Conparation, which is the regulator for credit unions in Alberta, placed the Credit Union under the
supervision directive pursuant to the Act, requiring the Credit Unien to follow cartain directives in addition
to any raquirements provided for by the Act As at Oclober 31, 2023, the Credit Unlon was in complance
with the solvency and capital requirements under the Act.

Subsequent o the year end, effective December 12, 2023, the Corparation, following ils review of the
conditions of the diractives, revoked those directives and removed the sugervision status of tha Credit
Union. The Corporation will continus manitoring the angoing process improvements of the Cred Union
especially the credit risk managemaen!. This monitoring Is at a lower form of shaging for the Cred® Unkon,
The Corporation will evaluate the necessity of maintaining this lower form of siaging or elevating it
depending on cartain factors by October 31, 2024,

Related party transactions

Directors, management and staff

The Credit Union, in accordance with its palicy, grants credit to its management and staff at rates shightiy
below member rates. Directors pay regular member rates on loans. Directors and management had

$864 898 (2022 - ST0G,967) in loans outstanding at October 31, 2023, All loans were In good standing o
that dale and ane included in "Loans 1o members and accruad interest®,

Directors, management and staff of the Credit Union hold deposit accounts, These accounts are maintained
undar the same terms and conditions as accounts of other members and are included In "Member deposits
and acerued interast”. Directars and management had $857,302 (2022 - $1,044,278) in deposits at October
31, 2023,

Ry ITiskNBCamant person e

Key management perscnnel ("KMP®) of the Credit Union are those persons having authordty and
responsibility for planning, directing, and contrelling the activities of the Credit Union, directly or indirectty.
KMP have been taken to comprise directors and mambers of management responsible for the day to day
financial and operational management of the Credit Unlan.

Loans made 1o KMP are approved under the same lending criteria available 1o members. Thers are no
loans that are impaired in relation 1o kean balances with KMP, There are no benefits or concessional larms
and conditicns applicable to the family members of KMP. There are no loans that are impaired in relation
lo the loan balances with family or ralatives of KMP,
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20. Related party transaclions (continued)
The oulstanding balances at October 31 for KMP are as follows:

2023 maz

3
Aggregate of loans and allowabla overdrafis o KMP and directors 864,698 706,967
2023 il
$ §
Aggregate of member deposits to KMP and directors B5T 392 1,044,279
Membar shares of KMP and directors 81,723 18873

939,115 1,120,952

2023 J0x2

i 5

Interes! recaived (cobected) on loans to KMP and direciors 21,152 13,283
Interest pasd on Member deposits to KMP and directors £,037 ﬁ.ﬂli:z_

Eﬂii 2022

Salary and shori-term banafits to KMP 164, 804 142 B85

Directors of the Credit Union do not recetve any remuneration or reimbursement of expenses,

Cenlral

Tha Cradil Linion is a member of Central, which acts as a depository for surpius funds received frem and
loans made o credil unions. Ceniral also provides ofher services for a fee bo the Credit Unlon and acts in
an advisory capacity. These ransaclions were made in the normal course of operations and are indially
measured al fair value. For the year anded October 31, 2023, the Credit Undon pakd 54,820 (2022 - 54 160)

in feas and dues to Central, As at Octobar 31, 2023, the Cradit Linion has balance due to Candral tataling
£14,315 (2022 - 58.975).

21, Segmented information
The Credit Unkon oparates principally in personal and commercial banking in Calgary.



