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UNION

MORELL

35TH ANNUAL MEETING
AGENDA

Tuesday April 25th, 2023

1.Call the Meeting to order and declaration of quorum
2.Welcome from President and Minute of Silence

3.Introduction of Guests

4.Reading of Minutes from 2022 Annual Meeting

5.Business from Minutes
6.President's Report
/.Manager's Report
8.Presentation of Financial Statements by MRSB
9.New Business
10.Election of Officers
11.Installation of Officers

12.Adjournment




MORELL CREDIT UNION LIMITED

83rd Annual Meeting Minutes

e The 83rd Annual Meeting of the Morell Credit Union Limited was called to
order by Sheryll O'Hanley, President, at 6:00pm.

e Jennifer Handrahan gave the declaration of quorum, with 28 members and 2
guests in attendance. Sheryll O'Hanley then called upon those present to
observe a Minute of Silence in memory of those who had passed away since
our last Annual Meeting.

e Sheryll O'Hanley welcomed everyone to Morell and introduced our
Representative Michelle Burge from MRSB and Rob MacBain, CEO from CUDIC.

e Sheryll O'Hanley asked if everyone would read over the minutes for errors
and/or omissions.

e Sheryll O'Hanley asked for a motion to accept the 2021 Annual Minutes as
presented.

It was moved by Jennifer Handrahan, seconded by Randy Byrne, to accept
the minutes as presented.
MOTION CARRIED

e No questions or new business arose from the minutes.
o Sheryll O'Hanley requested that Director Randy Byrne accept the Chair while
she presented the President's Report.

It was moved by Sue Weber to accept the adoption of the President's report.
MOTION CARRIED

e Sheryll O'Hanley resumed the Chair.
o Sherri Clark, General Manager, presented her report for the fiscal year ended
December 31st, 2021

It was moved by Sherri Clark, seconded by Peter MacAdam, to accept the
Manager's Report as presented.
MOTION CARRIED



MORELL CREDIT UNION LIMITED

83rd Annual Meeting Minutes

« Michelle Burge from MRSB Chartered Accountants presented the 2021 Audited
Financial Statements and addressed questions from the floor.

It was moved by Lisa MacIntyre, seconded by Sarah Dyment, that the
Financial Statement by approved as presented.
MOTION CARRIED

It was moved by Catherine McDonald, seconded by Allan Coffin to appoint
MRSB as the auditors for 2022.
MOTION CARRIED

NEW BUSINESS
e Sherri Clark presented Sheryll O'Hanley with a gift from the Board and Staff in
appreciation of all her hard work and guidance over the past 9 years and on
the Board for Morell Credit Union Ltd.

ELECTION OF DIRECTORS

e Sheryll O'Hanley, representing the Nominating Committee, noted that Karen
Milligan and Sarah Gaudet have accepted the request to replace the two board
members coming off this year.

e Sheryll O'Hanley, President, carried out the Installation of Officers ceremony
and read section 40 of the Credit Union Act.

o Sheryll O'Hanley, President, introduced the 2022 Board of Directors to
members and guests present.

o Sheryll O'Hanley, President, asked for a motion to adjourn the meeting and
Randy Byrne moved adjournment at 6:40pm.

Heather Sampson
Recorder



Ha Birthda
Morall Credit®
Union!

Incorporated January 27, 1938; still in operation

In early 1993, we introduced an ATM machine at
the branch

In 1938: 185 Members, $2,076 in Assets
In 1960: 380 Members, $66,942 in Assets

In 2000: 2144 Members, $14.7M in Assets

In 2016: 1768 Members, $32.6M in Assets

In 2023: 2104 Members, $64.5M in Assets




Morell Credit Union

Mt Stewart Branch

1992-2013

Morell Credit Union

Morell Credit Union




2022 FINANCIAL
HIGHLIGHTS

Assets
Loans
$41M @
Deposits
o ssan

Delinquency
Less than 1%




The mission of Morell Credit Union is to provide
competitive Financial Services tailored to meet the
needs of our owners and their communities.

We pride ourselves in directing the organization we
control and in the equality of services provided.

Morell Credit Union is a community-minded Cooperative
that helps build through its involvement, its leadership,
and the retention of Financial Resources in the
community.

OUR VALUES

e Simplistic
e Holistic
e |Inclusive
CREDIT » Honest
e Passionate
UNION e Spiritual
MORELL °

Evolutionary
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President Vice President Secretary

Kevin MacEwen Keila Hebert

Sarah Dyment Karen Milligan Sarah Gaudet Sheryll O'Hanley
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Approximately nine years ago, | was approached by Sheryll O’Hanley
about joining the Board of Directors of the Morell Credit Union. | remember
that first Board meeting, when much of the discussion was Greek to me.
Since then, through a great deal of training, and most gratifyingly, the
forming of acquaintances and learning from many fantastic individuals
involved with the Morell Credit Union, | can say | have enjoyed my
experience immensely. | want to take this opportunity to thank all former
and current Board members, general manager Sherri Clark, former
employees, and the excellent staff at the Morell Credit Union — Lynn,
Connie, Jennifer, Frances, Samantha, Sue, Spencer and Tanner — for your
efforts to get the Credit Union to where it is today.

Despite the challenges of the ongoing Covid-19 pandemic, changing
legislative requirements, and an unstable and uncertain economy, this past
year has arguably been one of the finest in the 85-year history of the Morell
Credit Union. As you will witness in our financial statements, the Morell
Credit Union had our highest revenues on record at $327,806, growth in
assets of 12.2% and the highest loan growth to date at 21.9%. This is in large
part a credit to the staff at the Morell Credit Union, who have gone above
and beyond to provide brilliant customer service, sound financial advice
and planning, and have launched very thoughtful and successful loan
campaigns. This starts from the top with our general manager Sherri, who
provides excellent leadership and sound decision-making. Also, the entire
staff within the Morell Credit Union has grown in their skills and knowledge
of their profession. All these factors have led to our Morell Credit Union
becoming one of the most successful and efficient small Credit Unions
within Atlantic Canada. That is something of which we all should be proud!

While the financial report is terrific, what pleases me — maybe even more -
is how the Morell Credit Union has remained committed to the cooperative
principles in which this institution was founded in January of 1938. The
Morell Credit Union has contributed to school breakfast programs, the new
splash pad at Rossiter Park, sponsorship of the (newly-named) Morell Credit
Union Rink, scholarships for graduating students, local baseball and hockey
team sponsorship funding, community cupboard donations etc. This is how
we differ from one of the “big” banks. Obviously, the Morell Credit Union
has a major financial obligation to its membership. It also has a major
responsibility to help and improve its member communities. | am proud in
saying that Morell Credit Union has lived up to those expectations.



Despite the Morell Credit Union’s success over the previous (few) years, we
all know many vulnerable community members are suffering during these
difficult times. The Morell Credit Union has and continues to work with these
members to ensure they can persevere despite financial and economic
difficulties. As well, the Morell Credit Union is planning on launching new
initiatives to assist members who are struggling due to the difficult times in
which we live. This is yet another example of the Morell Credit Union
upholding the cooperative principles it was founded upon.

It is important that we never get too high and never get too low, and
maintain an even keel, especially as we embark upon an uncertain future.
Yet, as | finish my term on the Board of Directors of the Morell Credit Union, |
am totally convinced with the Credit Union’s truly brilliant employees,
management, and Board of Directors — who have the vital role of establishing
policies to guide and oversee the Credit Union - there is no future challenge
that they cannot overcome and ensure the Morell Credit Union remains a
leading and successful financial institution. You should feel very reassured.

In closing, it has been an honour to represent the membership of the Morell
Credit Union as a member of the Board of Directors over the past nine years,
and as the president over the past year. There would be no Morell Credit
Union without its members. | thank you for your membership and ask you to
continue to remain committed to the Morell Credit Union and the
cooperative values it upholds. It’s more important than ever that we remain
focused on those cooperative values, for the betterment of the entire
community. The communities within the service area of the Morell Credit
Union have consistently embodied those cooperative values, and | have little
doubt that will remain the case.

Humbly and respectively,

%/?7 gy’%

Randy Byrne




MANAGER’
REPORT

Sherri Clark

"There is a soul in a credit union that you cannot see on the balance sheet.
Without the soul, the faith in each other, the union of honesty and trust, the

credit union is not going to be the power in the community it might be."
- Angus B. MacDonald, General Secretary of the Co-operative Union of Canada



It is my pleasure to welcome you all here this evening to our 85th Annual
General Meeting. On January 27, 1938, our Credit Union was formed in Green
Meadows. The philosophy and co-operative approach developed at the time; still
holds true today. 85 years later, we are still acting on the principle of neighbours
helping neighbours, and people first! These are two of the great foundations we use
to advance our business model.

| am pleased to report that 2022 represents another terrific year for our Credit
Union. We once again have achieved record growth in all areas of our business.
Assets at year-end amounted to just over $60 million or 12.2% growth. Loan growth
increased by 21.9% and deposits increased by 12.2%. Our delinquency is below
industry standards, while profits were at a record high level. Our equity position is
strong at 7.73%.

These results do not come without strategic guidance from your Board of
Directors, a wonderful group of dedicated individuals who volunteer countless
hours to ensure the best outcomes for our Credit Union. Our growth over the last
number of years has enabled our Credit Union to increase its number of Full-Time
Employees to 9. That represents 3 new full-time positions over the last 24 months.

Along with all Credit Unions in Atlantic Canada, we have embarked on a sizeable
project that will see a new banking platform in place for our Credit Union by August
of 2024. The magnitude of the project is huge in scale and the project itself will take
significant time and resources to ensure that it is successful. We are committed to
the success of the project and look forward to the outcome.

Corporate and Social Responsibility remain an important part of our business
model. Over the last year, staff have invested over 275 volunteer hours in our
communities, and we continue to support initiatives in our communities, last year
we gave back over $30,000 to our local communities.

As we look at 2023 and beyond, the future is full of promise and change. We expect
the unpredictable interest rate environment to have an impact on our balance
sheet, the broader community, and will present challenges for many. We also
predict business to remain steady as we continue to grow in the upcoming year.

In closing, | wish to thank the Board of Directors for their ongoing support and
dedication to our members and the communities we serve. Thank you to Randy
Byrne who is retiring from our Board this evening after 9 years of dedicated
service. Also, a huge thank you to our Staff. They are the heartbeat of our Credit
Union. Their strong commitment and dedication to our organization is evident in
our outstanding results of the last year.

Respectfully,

Sherri Clark
General Manager
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Connie Girard Frances Gallant Jennifr Handrahan
Corporate Secretary Senior Member Service Manager of Audit
& Member Support Rep. Representative & Administration

Lynp Hunter-Murphy Samantha Jenkins Sherri Clark
Director of People Senior Financial General Manager
& Member Experience Services Officer

Spencer Compton Sue Weber Tanner Smith
Financial Services Member Service Summer Student
Officer Representative



Cooperative & Social Responsibility
INVESTING IN THE COMMUNITIES WE SERVE

Credit Unions are unique
from other Financial
Institutions in that they are
not owned by shareholders;
they're owned by YOU. Co-
operatives are based on the
values of self-help, self-
responsibility, democracy,
equality, equity and
solidarity. In the tradition of
their founders, co-operative
members believe in the
ethical values of honesty,
openness, social
responsibility and caring for
others.

¥ Welcome to the
|8 Morell Credit Union
| Splash Pad

In 2022, through our CSR donation and sponsorship program, we
were able to help fund several initiatives within the community by:

= |Investing in Community projects

= Sponsoring various activities and events
= Participating in Education Programs
= Donations to local community cupboards



HIGHLIGHTS OF OUR

CSR FOR 2022

Over $30K in
$30K Community

Investment

Our Staff dedicated
275 Volunteer Hours

275



#Loyal2Local =/

902-393-5457

: il e

T SR i S il




Random Acts of Kindness @

W CREDIT _
S¢ uNiON {3;{10]“:




CSR In our Community
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‘Welcome to the .
Morell Credit Union
Splash Pad
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CSR in our Community
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CSR in our Community




GOVERNMENT RELATIONS FORUM
& HIKE THE HILL

Every year in the fall, CCUA organizes a Government Relations Forum and
Hike the Hill in Ottawa, to bring together credit union sector employees
and government officials from across the country.

The forum allows legislators to become informed about the sector, their
role in communities and the challenges faced in delivering products and
services to their members.

Since 2009, Hike the Hill has been a very successful advocacy and
engagement event. It is now a staple for credit unions and one which
garners much attention from the sector. We look forward to continuing to
support this event in collaboration with credit unions.

In November 2022, our General Manager, Sherri Clark, had the
opportunity to represent our Credit Union at this event! PEI Credit Unions
were invited to meet with senator Percy Downe to discuss pressing issues
of the day.

Pictured above L to R: Senator Percy Downe, Shannon Kennedy; Marketing
Coordinator Consolidated Credit Union, Sarah Miller; CEO Consolidated Credit
Union and Paul MacNeil; General Manager Souris Credit Union



THE 2022
SCHOLARSHIP
AWARDS

Kason MacAulay Emma Jay Dominic Oomen Drew Laybolt
Holland College, St. Thomas University Holland College, UPEI, Charlottetown

Charlottetown Fredericton, NB Summerside Bachelor of Arts,
Business Administration Psychology & Industrial Electrical Major of Psychology
Program Criminology Program

For over 26 years we have established a Scholarship Program to encourage and assist young people in

furthering their education through post-secondary studies in University or College. This Scholarship is

just one way that we give back to the communities we serve. Scholarships are awarded to High School
Seniors who are members in good standing of the Credit Union. Our goal is to lessen the financial burden
they may face and help students establish strong financial futures as they pursue their Educational Goals.

Congratulations to the 2022 Scholarship recipients, who exemplified to furthering their
education and improving their communities. We are pleased to support their Educational
journey.
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2022
Financia
Statements

139 Queen Street 500 Granville Street
PO Box 2679 Suite 2B
Charlottetown, PE  Summerside, PE
C1A BC3 CIN 3Y1
002-368-2643 o072 - 88838397
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INDEPENDENT AUDITOR'S REPORT

Ta the Membars of Marell Cradit Undan Limited

Chpinion

We have audibed the financial statements of Morel Credit Union Limiled (the Credit Linion), which
comprize the sialement of inancial position as al December 31, 2022, and the stalemeanis of profil or loss

and cash flows for the year then ended. and nolées 1o the financial stalements, including a summary of
significant accounting policies.

In our opinicn, the accompanying financial statements present fairy, in all material respects, the financial
position of the Credit Unicn as at Decamber 31, 2022, and the financial parformance and cash flows for
tha year than endad in accordance with Intemational Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted awditing standards. Owr
responsibilities under ihose siandards are further described in the Audior's Responsibidities for the A uadf
of the Financial Sfatermenis section of ouwr report. We are independent of the Credit Union in accondance
with ethical requiremenis thal are relevan! 1o owr audit of the financial stalements in Canada, and we have
fulfiled our other ethical responsibilities in accordance with these requirements. We believe thal the audil
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibiliies of Management and Those Charged with Governance for the Financial Stalements

Management is responsible for the preparation and fair presentation of the financial siatements in
accordance 'with International Financial Reporting Standards., and for such internal confrol as
management deiermines is necessary o enable the preparation of financial statements that are free from
material misstatermant, whether due o fraed or emor.

In preparing the financial statements, management & responsible for assessing the Credit Union's ability
o conlinue as a going concam, disclosing, as applicable, mallers relaled 1o going concém and using the
going concem basis of accounting unless managemenl &ither inlends 1o liquidale the Credit Union or o
cease operations, or has no realistic allemative bul to do so.

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

Auditor's Responsibilities for the Auwdit of the Financial Statements

Owr objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatermeant, whether due o frawd or amor, and o ssue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, bul is not a guarantee thal an
audil conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstalement when il exists, Misstalemenis can afse from frawd or error and are considered
material if, individually or in the aggregate, they could reasonably be expecied o nfluence the economic
decisions of users laken on the basis of these financial staterments.

(eonilirues)
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As part of an awdit in accordance with Canadian generally accepied auditing standands, we axercise
professional judgment and maintain professional skepticism throughout the awdit. We also:

= |dentily and assess ihe rsks of material missiaterneant of the financial stalements, whether due o
frawd or error, design and perfiorm awdil procedures responsive o those risks, and oblain audil
evidence that is sufficien! and appropriate to provide a basis for our opinion, The risk of nol delecting
a material missiaterment resulting from fraud is higher than for one resulling from emor, as fraud may
invobve collusion, forgery, infentional omissions, misrepresentations, or the ovemride of intermal
control

s Dbtain an undersianding of internal control relesvant o the audit in order o design avdil procedures.

thal are appropriale in the circumstances, bul nol for the purpose of expressing an opinion on ihe
effectiveness ol the Credil Linion™s intermal conirol,

s Ewvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by managemeni.

« Conclude on the approprialensss of managemeant's use of the going concem basis of accounting
and, based on the audit evidence obisined, whalher a malerial uncenainty exisis relaled o evenis or
conditions thal may casl significant doubl on the Credil Union's ability 1o conlinue as a going concem.
N we conclude thal a malerial uncertainty exists, we are required bo draw atlention in our auditor's
report to the related disclosures in the financial stalements or, if such disclosures are inadequate, (o
modify our opinion. Ouwr conclusions are based on the audit evidence obiained up to the date of our
auditor's report. Howewer, future events or conditions may cause the Credit Union to coase to
continue as a going conceam.

s Evaluaie ihe owverall presentation, struciure and content of the financial stalements, ncluding the
disclosures, and whether the financial siatemenis represent the underlying transactions and evenis in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding. among other matters, the planned
scopea and timing of the awdit and significant audit findings, including any significant deficiencies in internal

controd that we identify during our awdit

58 Ohantrad Aufiasional Basoustoct e
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February 13, 2023
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MORELL CREDIT UNION LIMITED
Statement of Financial Position

December 31, 2022
2022 2021
ASSETS
Cash and cash equivalents (Mote 6) £ 77313808 S 10,080.333
Invastrants (Note 7) 8,479,653 8215738
Accounts receivable (Note 8) 336,813 411,558
Income taxes recoverable - 11,571
Member loans and morigages (Note 5) 41,878,258 34 354 532
Prowvision for impaired loans (Mote 10) (339,637) {278,837T)
Prepaid expansea 264,079 ae224
Property and equipment {Schedule 1) 660,952 G52 423
§ 80,013,063 § 53502742
LIABILITIES
Accounts payable and accrued Rabilities $ 27AT 5 83,258
Employes benafits payable 50,847 35,205
Accrued interest payable 271,823 145 882
Income taxas payable 52,792 -
Deferred income taxes (Note 12) D65 4,121
Member deposits (Nois 13) 44 483,486 39,628,221
Share deposils 10,267,121 9,264,023

55,374,481 48,181,971

MEMEERS' EQUITY

Share capital (Statement 4) 10,295 10,200
Undistributed earnings {Statamant 4) 4,628,287 4,200,481
' 4,638 582 4,310,771

§ 60,013,063 § 53,502.742

Cirachor

Cimactor

Motes 1 - 21 are an integral part of these financial sm;manlE M|R.IS'|B



MORELL CREDIT UNION LIMITED
Statement of Changes in Members' Equity
Year Ended December 31, 2022

2022 2021

Members' shares (Mot 14)

Balance - baginning of year 5 10,290 5 10,195

lzsuance of membears’ shares, nel of redemplion - a5

Balance - end of yoar 10,293 10, 260
Undistributed samings

Balance . beginming of year 4,300 481 4 006 352

MNet ncome (Statemant 5) 32T BE 284 128

Balance - end of year 4,628 287 4,300 481
Members' sguity $ 4638582 5 430 T

Moles 1 - 21 are an inlegral par of these financial statements M R S B

F



MORELL CREDIT UNION LIMITED
Statement of Profit or Loss
Year Ended December 31, 2022

2022 2021
Income
interest and nvestmant 5 1.991.064 5 1.535.7T14
Cost of capital and borrowing
Interest and service changes 314 986 248 088
Share dividends 68,915 36, 480
383,901 284 568
Financial margin 1,807,163 1,251,146
Other
Commissions 293,223 27T 283
Miscellaneous 40,667 40,743
335,890 318,006
1,943,053 1,569,152
Expenses - by nature
Advertising and promotions 40, 6832 30,042
Amuaortization of property and equipmeni 38,084 34, 702
Automated teller machines 11,336 11,542
Data processing 164 976 155,280
Diractor 11,818 11,763
Dues and memberships 319 1,773
INSurance T4, 331 69, 324
Office 59,229 71,517
Premises 33,369 50,502
Professional fees 34.TAT 28,281
Provision for mpaired loans T8, 366 &7, 750
Seamvice foes 38, 668 171,255
Talaphomna 13, TaT 13178
Travel 5,862 1,886
Wages and wage levies 703,916 517,615
1,531,810 1.236 521
Income befare income taxes 411,243 332631
Income taxes
Cumrent (Mote 15) BE. 66D 33 BTT
Deferred (3,226) 4625
B3 43T 38 502
Met income 5 J_ET.IH ! w

Modes 1 - 21 are an infegral part of these financial siatemenis
; MRSB



MORELL CREDIT UNION LIMITED
Statement of Cash Flows
Year Ended December 31, 2022

2023 2021
Cash flows from operating activities
Met income $ 32T 806 -1 284 128
Items nol affecting cash;
Amoriization of property and squipment 38,084 34,702
Deferred income laxes (3,226) 4 625
362 BG4 333 456
Changes in non-cash working capital:
Investments i{1,263,933) i1,135.520)
Accounts recehvable T8, 743 (124 653)
Prepaid axpansa (227 ,835) 6 658
Accounts payable and accrued liabilities 134,188 8112
Employee benefits payable 15,552 6.186
Accrued interest payable 125,842 {52.874)
Income lanes payable 64,363 (25.841)
{1,076,120) {1,317 531)
(T13,436) (984 07T5)
Cash Nows from investing activities
Increase in member loans and morigages, nel ol provision (T, 433,T2T) (3,148 TE4)
Purchase of properly and egquipment (36.6113) {37.119)
(7,490, 340) (3,185 B83)
Cash flows from financing activities
Increase in member deposits 4,834 263 3,755,723
increase in share deposits 1,003,103 2 088 721
3,837 368 5,644 444
Inerease n cash and cash equivalents (2,346 428) 1,674 486
Cash and cash equivalents - beginning of year 10,080,333 8 405 847

Cash and cash equivalents - end of year

Cash flows supplementary information (Mote 16)

Motes 1 - 21 are an integral pari of these financial statements
B

¥ 7,733,905 § 10.080.333

M RSB



MORELL CREDIT UNION LIMITED
Notes to Financial Statements
Year Ended December 31, 2022

REPORTING ENTITY

Morell Credil Union Limited was incorporated provincially under the Companies Act of Prince Edwanrd
Island on January 27, 1938 and is governed by the Prince Edward Island Credit Unions Act. Morell
Credit Unicn Limited is a member-owned financial nstitution whose principal business ackivities
include financial and banking services for its members at s branch in Morell, Prince Edward Island.
The Credit Linion®s head office is located at 29 Park Streat. Morell, PE.

BASIS OF ACCOUNTING

These financial stalements have besn prepared in accordance with, and are in compliance with,
International Financial Reporting Standards (IFRS) as |ssued by the International Accounting

Standards Board (IASB). The principal accounting policies applied in the preparation of the financial
statemeants are sat oul in Moba 4.

Thesa financial statements were authorized for ssue by the Board of Directors on Febreary 13, 2023.
The mambers of the Morell Credit Union have the power o amend the financial sialements after
ssuance,

BASIS OF MEASUREMEMT

The financial siatements have been prepared on a historical cost basis excepl for available-for-sale
invesiments which are measwred al fair value through profit or loss.

These financial stalements are presented in Canadian dollars, which is the Credit Union's functonal
CUTTEencCy.

SIGHNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash eguivalenis is comprised of cash on hand, cash in fimancial institutions and term
deposit investments that hawe a maturity of less than three months. Cash and cash equivalents are
camied ai amonized cost.

Investmenis

Held-io-maturity iInvesimanis are non-dervative assats with fived or determinable paymenis and fixed
malurity that the Credil Union has the posilive inlenl and ability 1o hold o malurity, and which are not
designated as fair value through profil or loss (FYTPL) of as available-for-sake. Heldd-io-malurity
investments are camied at amortized cost using the effective interest method, less any impairment
losses.

Axallable-for-sake investiments are non-derivative invesiments that are designated as avallable-for-
sale or aré nol classiied as another category of financial assels, Unguoled investments whose (air
value cannol be measured reliably are carried al cost. All other available-for-sale investmenis are
measured al fair value after initial recognition.

(continues )

7 M RSB



MORELL CREDIT UNION LIMITED
Notes to Financial Statements
Year Ended December 31, 2022

SIGNIFICANT ACCOUNTING POLICIES (continued)
Accounts receivable

Accounts recevable arise from miscellansous rebates and accrued interest on loans and morigages
and investmants. An allowance for bad debis has been calculated through discussions with
managemeni, assessment of the other circumstances influencing the collectibility of amounts and
using historscal Dss experience. Aamounts deemed uncolleclible are written off and deducisd fnom
ihe carrying value of the receivable. Amounts subsequently recoversed from accounts previously
written off are credited to the allowance account in the year of recowvery.

Loans and morgages

Member loans and mortgages are initially measured at fair values, net of origination fees and ncluse
of transaction costs incurred. Member loans and mortgages are subseguently measured al amortized
cost, using the effective interest method, less any impalmeant losses.

Impairrment

The Credit Union applies a hree-siage approach 1o measure allowance for credil losses, using an
expected credil oss approach as required under IFRS 9 for the financial assets measured at
amortized cost

The expectad credit lkoes impalirment model reflects the present value of all cash shortfalls related o
defauli evenis either (i) over the following twebwe monkhs or (i) over the expected life of a financial
nsirumeani.

The impairment model measures credit loss allowances using a three-siage approach based on the
axtant of the credit detenoration since ongination:

= Slage 1 - where there has not been a significant increase in credil risk since initial recognition of a
financial mstrument. an amount equal to 12 months expected credit loss is recorded. The expected
credit loss s compuied wsing a probability of default occuwrming owver the next 12 moniths. For those
instrumants with & remaining maturity of less than 12 monthe, a probability of dafault comasponding
o remaining term to maturity is used.

= Stage 2 - when a financial nstrument experiences a credil risk subsequent o orgination but it is not
considersd fo be in default, it is included in Stage 2. This requires the computation of expected credit
koss based on the probability of default ower the remaining estimatad lite of the financial instrumant.

= Siage 3 - financial instruments that are considered o be in default are included in this stage. Similar
o Stage 2, the allowance for credit losses captures the lifetime expected credit losses.

The probability of defaull (PD), exposure at defaull (EAD) and loss given default (LGD) inputs used to
estimate expected credil losses are modeled based on macrosconomic varables thal are mos!
closely related with credit losses in the relevani portfolio

Datails of these statistical inputs are as follows:

= PD - thee probability of default is an estimate of the likelihood of default over a given time horizon. A
default may only happen at a certain ime over the remaining estimated life.

(continues)
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SIGNIFICANT ACCOUNTING POLICIES [continwed)

= EAD - fhe exposure af defawlt is an estimate of the exposure af a fulure defaull date, taking inio
acocount expected changes in the exposure after the reporting date, including repayments of principal
and interest, whether scheduled by confract or otherwise, expecied drawdowns on commitbed
facilities and accrued intarest from missed paymeants.

= LGD - the loss given delaull is an eslimate of the loss arising in the case where a defaull occuwrs al
a given ime. i is based on the difference betewesn the contractual cash flows due and those that the
lender would sxpeci o receive, including from the realization of any collateral. it is usually expressed
as a percentage of the EAD.

Al each reporting date, the Credit Linion assesses whelher there has been a significant increase in
credit risk for exposures since initial recognition by comparing the risk of default occurring over the
remaining expected life from the reporting date and the date of initial recognition. The assessment
conskders Bormower-specific guantitative and qualitative information without consideration of collateral
and the impact of forward-looking macroaconomic factors. Common assesaments for credit riak

include management judgment, delinguency, and monRoring.

When measuring expected credit loss, the Credit Uinion considers the maximum contractual period
ower which the Credit Union is exposed to credit risk. Al contractual ferms are considered when
determining the expeacted |ife, including prepayment and esxtension and rollover options.

The Credit Union considers a financial instrument to be in defaull as a resull of one or more loss
events thal occurred after the date of inifial recognition of the instrument and the loss event has a
nagative impact on the estmated fulure cash flows of the instrument that can be reliably estimabed.
This includes events that indicate:

= Significant financial difficulty of the borrower;

* Dafault or dalinguancy in interast or principal paymesnts;
= High probability of the bomower entering a phase of bankruptcy or a financial recrganization;

# Maasurable decrease in the satimated fulure cash flows from the Gan o the undarlying asests that
back the loan,

The Credit Union considers that default has occwrrad and classifies the financial asset 88 impaired
when it is mone than 90 days past due.

The Credit Union writes off an impaired financial asset, either partially or fully, when thare is no
realistic prospect of recovery. Where financial asseis are secured, write-off is generally after receipt
of any proceads from the realization of security. In circumstances whare the net realizable value of
any collateral has been determined and there is no reasonable expectation of further recovery, write-
aff may be aarlier.

Impaiment of financial assets

The Credil Union assesses. al each reporting dale, whether there s objective evidence thal a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets
is impaired, and impairment kosses are recorded, anly if there s objective evidence of mpairment as
a result of one or more events that occumed after the initial recognition of the asset (a "loss event™)
and the loss event has an impact on the estimated future cash flows of the financial asset or group of
financial assats that can ba reliably estmated.

(continues)
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SIGNIFICANT ACCOUNTING POLICIES fﬂﬂl‘lﬂﬂﬂﬂ}
Defermed income taxes
Income lax expense comprises curment and defermed tax,

Curmrent income taxes are recognized for the estimated income taxes payable or recoverable on
taxable income or loss for the cumrent year and any adjustment to Income taxes payable in respeact of
previous years. Curment income taxes are measured al the amount expecied o be recovenad from or
paid 1o the taxation authorities. This amount is determined using lax rales and tax laws thal have
been enacled or substantively enacled by the year end dale,

Daferred tax sssets and Eabiities are recognized when the carmying amount of an asset or lkabdlity
differs from (s tax base, excepl for akabls emporary diferences arsing on the mitial recogniton of
goodwill and lemporary differences arising on the iniial recogniion of an asset or Rability in a
iransaction and al the ime of ihe ransaction affects neither accounting or lacable profil or loss.

Recognition of deferred tax assets for unused tax bsses, tax credits and deduciible temporary
differencas s restricted to those instances where it is probable that fulure taxable profit will be
avalable which allow the deferred lax asset (o be wlilized. Deferred tax aassls are reviewed al aach

reporing date and ane reduced to the extent that it is no longer probable thal the related tax benefi
will be realized,

The amouwnt of the daferred tax assat or liabiity B measurad at the amouwnt expacted to be recovensd
from or paid to the axation authories. This amount B detemined using tax rales and tax laws that
have been enacled of substantively enacled by the year end dale and are expecied 1o apply when
ihe liabilities/assels are selfledirecovered,

Property and equipment

Property and equipment is sialed al cost less accumulated amortization and is amortized over its
estimated useful life on a declining balance basis at the following rates:

Building 4%
Equiprmaent 20%
Favement B%
Computer hardware I0%, 45% and 55%

One-hall of the annual rate is recorded in the year of acquisiion; no amorization is recorded in the
year of disposal,

Property and aguipment acquired during the year but not placed inio use are not amortized until they
are placed into use.

{continues)
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Employes future benefits

The Credit Union reconrds annually the estimated Rabilities for pension and ofher benefit obligations.,
which are payable to its employees in subseguenit years under the Credit Linion’s policy.

The Credit Union provides post employment benefils through a defined confribution plan.  Pension
expenses for the defined contribution pension plan include the required employer coniribulions.,
Contributions fo the plan are recognized as an expense in the year that the relevant employee
services are rendered. Durng the year, the confributions by the Credit Union fo the defined
coniribution pension plan were 530, 978 (2021 - $22 403).

Liabilities are recorded for employee benefils including salaries and wages, deductions al source and
bonuses thal are expecied 1o be seltled within twelve months of the financial statement dale, Thase
represent present obligations resulting from employess’ services provided to the financial staterment
date and are calculated at the undiscounted amounis based on remuneration rate that the Credit

Union expects io pay at the financial staterment date.

Benefils such as medical care are non-vesting and are expensed by the Credil Linion as the benefils
are aken by the employses.

Member deposits

Bormowings and deposits and membership shares that are classified as liabilies are initialy
measured at fair value minus incremental direct fransaction costs, and subseguently measured at
their amortized cost using the affective interest method. Term, RRSP, RAIF and demand depoaits
can be fixed of variable rate. Interest can be paid annually, semi-annually, monthly oF upon maturity.

Share deposils pay a dividend refurn at the discretion of the Board of Directors. Privieges of the
shares are under the authority of the Board of Directors. The dividend rate declared and paid for
2022 was 0.78% (2021 - 0.50%) and was basad on the average of the lowest monthly share
balancas.

Share deposits

The Credit Union has authorized an unlimited number of voling equity shares, with a value of $5 per
share. The shares are non-iransferable. redeamable by the Credil Union, retraciable by members
subject to the Credit Union's right o suspend redemptlion, if the redemption wwould mpair the financial

stability of the Credil Union, for a period of up o twehve months by Board resolution and indefinitety by
Board resolution with the approval of the Credit Union Deposit Insurance Corporation.

fcontinues)
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SIGNIFICANT ACCOUNTING POLICIES (confinued)

Interest

Interest income and expense ane rnecognized in profit or loss using the effective interest method. The
‘sffective interest rate’ is the rate that exactly discounts estimated future cash paymenis or receipts
through the expected life of the financial instrument to:

= the gross carmying amount of the financial asset. or
* e amortized cost of the financial Hability.

When calculating the affective interest rate for financial instruments other than credit impaired assets,
the Credit Union estimates future cash fiows considering all coniractual terms of the financial
nstrument. but not expected credit losses. For credit-mpaired financial asseis, a credit-adjusied
effaective nterasi rate s calculaled using estimated future cash Nows including expacied credit osses.

The calculation of the affective inferest rate includes fransaction costs and fess and points paid or
received that are an integral part of the effective interest rate. Transaction costs include incremental
costs that are directly atiributable to the acquisition or issue of a financial assat or financial liabiity.

Income and expenge recognition

Income is recognized o the axtent that it is probable that the economic benafils will iow o the Credi
Uinkon and the income can readily be measured. The principal sources of income are inlerest and fes

income, Inleres! on loans and morigages is recognized and reported on an accrual basis using the
effective nterest method.

Other fee and commisson income = Including account senvicing fees, loan discharge and
administration fees, and syndication fees - s recognized as ihe relaled sendces are parfonmed.

Operating expenses are recognized upon the uliization of the services or at the date of their origin.
Expenses incurmed directly in the origination of loans and morigages are deferred and recognized in
profit or loss as a reduction to iIncomea over tha axpacted life of the relevant loans and mortgages.
Other fee and commission expenses relale mainly 0 ransaction and service fess, which ane

expensed as the services are received.

(continues)
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SIGNIFICANT ACCOUNTING POLICIES {continued)

Finencial : 5 | lighli

The Credit Union initially recognizes loans and advances, deposits and liabilities on the dale aon which
they are originated. A financial asset or financial liability s measured nitially at fair value ples, for an
item not at FVTPL, ransaction cosis that are directly atiributable to its acquisition or issue.

On initial recognition, a financial asset is classified as measured at: amortized cost, Tair value through
ather comprehensive incame (FWVOC) or fair value through profil or loss (FVTPL). A financial assel is
measured al amorized oost f # mesls bolh ol the following condilions and is nol designaled as at
FWTPL: the asset is held within a business model whose objective is o hold assets to collect
contractual cash flow,; and the contractual terms of the financial asset give rise on specified dates o
cash flows that are solely payments of principal and interest on the principal amount cutstanding. Al
other financial assets are classified as measured at FVTPL. Fimancial assets that are held for trading
of managed and whosa performance s evaluated on a fair value basis are measured at FVTPL
because they are neither held o collect contraciual cash Mows nor hald both 1o collect contractual
cash flows and to sell inancial assets,

Financial assets are not reclassified subsaguent to thair initial recognition, except in the period after
the Credit Union changes its business modeal for managing financial assets. There we no changes o
any of the Credil Union business models during the curment of prior year.

The Credit Unkon classifiss its financial liabilities, other than financial guaraniees and loan
commitments, as measwred at amortized cost or FYTPL. The Credit Uinion derecognizes a financial
Rability when its contractual obligations are discharged or cancalled, or axpire.

The Credit Linion derecognizes a financial assel when the contractual rights to the cash flows from
the financial asset expire or it transfers the rights to receive the confractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial asset are
transfermred or in which the Credit Union neithar transfers nor retains substantially all of the risks and
ressrards of ocwnership and it does not retain control of the financial asset. On derecognition of a
financial assel, the difference between the carmying amount of the asset (of the carmying amount
allocaled 1o the portion of the assel derecognired) and the sum of (i) the consideration receied
(inchuding any new assel oblained less any new liability assumed) and (i) any cumulalive gain of loss
that had been recognized in OC| is recognized in profit or loss. In transactions in which the Credit
Union neither refains nor ransfers substantially all of the risks and rewards of ownership of a
financial asset and it retains control over the asset, the Credit Union continues to recognize the asset
i the extent of its contimuing imvolvement, determined by the axtent to which it i exposed to changes
in the valwes of the tranaferred asset.

Financial assets and financial Eabilities are offset and the net amount presented in the siatement of
financial position when, and only when, the Credit Union currently has lkegally enforceabds right to set
off the amounts and it intends either to seitle them on a net basis or to realise the asset and setile the
lability simultarecushy.
The Credit Uinion has classified its financial assets and liabilities as follows:

Cash and cash equivalenis - amortized cost

Available-for-sale investmeants - fair value through profit or loss

Held-to-maturity investments - amortiped cost

Accounts receivable, member loans and morigages, member and share deposils, accoumns
payable and accrued Rabilities - amortized cost

{continues)
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SIGNIFICANT ACCOUNTING POLICIES [continued)

Foreign currency translation

Accounts i foreign currencies have bean translated into Canadian dollars using the temporal
mathod. Under this method, monetary assets and labdities have been ranslated at the year end
exchange rate. Non-monetary assets have been transiated at the rate of exchange prevailling at the
date of iransaction. Income and expenses have been iranslaled al the average raies of exchange
during the year, excepl for amortization, which has been lranslaled al the same rale as the relaled
assels.

Foreign exchange gains and losses on monelary assels and liabiliies are included in the
delermination of profit or loss.

Changes in accounting standards
Future accounting developments

A number of new standards and amendmenis o standards and interpretations are not yet effective
for the year ended December 31, 2022 and have not been adopted by the Credit Union in preparing
thesea financial stalements. These changes are nol expaecied o have a materal mpact on the Credit
Union's financial sialemeants

On Janwary 23, 2020, IASE isswed amendments o paragraphs 69, 73, T4 and 76 with addiional
added paragraphs T2A_ 754, 76A and 768 of IAS 1 Presentation of Financial Statements to specily
the requiremenis for classifying labilites as curreni or non-current. The amendmeants o JAS 1 ane
requined bo be applied for annual perods beginning on or afler January 1, 2023, The amendments
miust be appled refrospectively in accordance with 1AS B,

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Credil Union makes eslimates and assumpbions conceming the future thal will, by definiton,
seldom equal actual results. These estimatles and judgments have a significant risk of causing a
malerial adjustment o the carmying amounts of assels and Eabilities in the period the assumplions
change. The principal areas involving a higher degree of judgment or complexity and/or areas which
reguire significant estimates are described below:

(a) Allowance for credii losses

The expected credil pss model requires the recognition of credil osses based on up o 12
maonths of expecied losses for performing loans and the recognition of Eefime losses on
performing loans that have experienced a significant credit risk since origination.

The delermination of a significan! increase in credil risk lakes into account many different faclors
since ongination, and certain other criteria, such as delinguencies. In assessing whether there has
been a significant increase in credit risk, we musi rely on estimates and exercise judgment
regarding matiers for which the ulimate oulcome is unknown. Fulure assessments of credit risk
may ba materially different from current circumstances which would result in a significant increass
or decrease in the allowance for credit losses.

(continues)
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)

(b} Estimated useful lives of property and equipment

Managemenl esimales the useful lives of property and equipmen] based on the period during
which assels are expecled to be available for use. The amounts and liming of recorded
depreciation expense of property and equipment for any period are affected by these estimaled
useful ives. The estimaies are reviewed at least annually and are updaied if sxpectations change
as a result of physical wear and tear and legal and othar limits to wse_ It is possible that changes
in these faciors may cause changes in the estimated useful lives of the Credit Unkon's property
and equipment in the fulure.

{c) Incoma taxes

The actwal amounis of income tax expense only become final upon filing and acceptance of the
tax retum by relevant authorites which occur subseguent to the Bsuance of the financial
statements. Estimation of income tawes include evaluating the recoverability of defamred tax
assels based on an assessment of the abiliy fo use the underlying fulure lax deductions, before
they expire, againsi fulure laxable income. To the exienl eslimales differ from the final tax
provision, eamings would be affected in a subsequent periad.

CASH AND CASH EQUIVALENTS

2022 2021
Term deposif investments £ 5,000 000 g 5.250.000
Cash in financial institutions 2,383 598 4 781 688
Cash on hand 348,307 548 645

] T.733.903 - 10.080.333
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T

INVESTMENTS
2022 2021
Shares
Atlantic Central Credit Union Limited - commion shares 5 S28.410 -4 516,480
Concentra Financial Services Association - 20,000 Class
A preferred shares 500,000 S0 000
Atlantic Central Credit Union Limited - Class LSM
preferred shares 169,068 181 525
Atlantic Central Credit Union Limited - Class B preferred
shares 91,300 91,500
Leagus Diata Limited - 1,511 Class B preferred shares 15.310 15.510
Morell Consumers Co-operative Association, Lid. 1.902 1.5902
Atlantic Central Credit Union Limited - Class PE| shares 800 B
1,307, 150 1,@5?_?1?
Debentures
Atlantic Central Credit Union Limited liquidity deposit 3,797,003 3,078,021
Adlantic Central Credit Union Limited term deposits 2,263,300 2 250 D00
Leagus Savings and Mortgage term deposits 1,112,000 1,100,000
Concentra term deposits 1,000,000 S0 000
8,172,503 B 828 021

§ 9479693 § B215738

The Credit Union shall maintain sufficient Bquid assets io mael ils obligations as they come due. As
prescribed in the Credit Union Regulations, Section 2, the Credit Linion shall maintain Bguid assets of
nod less than 10% of the total amount of member deposits in and bormmowings of the Credit Linion as
follows: 8% shall ba invested in eligible financial instrumenis of Atlantic Central; 6% of assets, or
other swch amount as may be determined by Ceantral from time to time, shall be maintained in the
sagragaied liguidity account. The remaindar will ba invested in: cument account, cash managamant
account, and lerm deposiis thal have a remaining term to maturity of nol more than one year,

ACCOUNTS RECEIVABLE

F{1F 2021

Accrued inlerest - loans and morgages 5 221219 § 156,361
Accrued inlerest - inmvesimenis 94 430 23478
Other receivables 20,104 231,719
i 3!5.!1.‘! i 411 IE&E
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9. MEMBER LOANS AND MORTGAGES
Total Loan el
2022 loans allowance loans
Personal and business $ 13814535 S (182,580) § 136310945
Limes of credit and overdrais 3 343 83 (107, 001) 3,238 792
Mofgages 2d F232 D00 {50, 058) 24 171 844
LSE&M reverse morigages 497,930 - 4597 830
5 41878258 5 (339.637) § 41.538.621
Tiatal Loan Ml
2021 loans allcwance loans
Personal and business £ 11206720 § (181,000} § 11115720
Lines of credit and overdrafiis 2,708, 395 (63,025) 2,644 3T0
hMortigages 18,802 4548 (33,612) 18,768 847
L5&M reverse morigages 585 858 . 585 648
Jd 364 532 78 637 34 Da4 Bas
10. PROVISION FOR IMPAIRED LOANS
2022 2021
Provision for impaired loans - baginning of year $ 279, 63T -1 210,961
Provision for impaired lbans T8, 566 &r. rad
Recovery of loans written off 3,092 3633
Loans written off - curment year (&3, 638) {2.7T47)
Provision for impaired loans - end of year -] 339,637 -] 279 637

11.

kembers' loans can have either variable or fized raie of interest. The mies offered fo members are
delermined by the type of security offered, the member's credit worthiness, competition from other
landers and the cument prime rate.

LOANS IN ARREARS

The following is an analysis of loans in amrears based on the age of repayments outstanding:

2022 2021
0 o 30 days $ 85903 S 134128
31 to 60 days 13,008 .

§ 58,911 5 134128
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13

14.

DEFERRED INCOME TAXES

Deferred income taxes reflect the tax consequences of ‘lemporary diferences’ bebween ithe
statement of mancial position carnmyng amounis and the tax bases of asseis and labilities. These
defermed income laxes are calculated using the income lax rales and tax laws that are expecied o
apply when these lemporary differences are reflected in taxable income.

Temporary differances which give rise to deferred income tax assat (liability) are as follows:

2022 2021
Property and aguiprmant 5 (965) 3 {4.191)
MEMBER DEPOSITS
2022 2021
Parsonal chaqguing acoounts $ 17,580,043 % 18,70 182
Term deposits 10,6BD ETS B 881 003
Registered Retirement Savings Plan (RRSP) deposits 5 BE3.2TD 5,603 335
Tax Fres Savings Account (TFSA) deposits 4372, TI6 3,689 616
Registered Retirement Income Fund (RRIF ) deposits 3413, 722 3615241
Call deposits 2,570,131 £.250 844
§ 44 483 486 5 39629221
MEMBERS' SHARES
Humber of December 31 Number of December 31
shares 2023 shares 2021
Balance - baginning of year 2038 % 10,290 2039 5 10,185
Shares igsued, neat of
redamplican 1 3 19 a5
Balance - end of year 4,058 § 10,283 2058 § 10280

18
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18.

17

INCOME TAXES

The income lax provision recorded differs from the income lax obtained by applying ihe siatulory
incomie lax rale of 30.13% (2027 - 30.00%) to the income for the year and is reconciled as follows:

2032 2021
Income before income taxes 5 411,243 ] 332.6M
Income fax expense ai the combined basic federal and
provincial iax rate: § 123,908 3 &0 789
Increass (decreasa) resulting from:
Small business deduction {32,368) (%8,514)
Capital cost allowance claimed in excess of amortization (3,661) BE4
Non-deductible expenses {3,017} {10.322)
Tax reserves (16,200) (18,543)
Prowision for loan oss resenne 23,570 20 337
Recovery of loans previously writien off 1,528 1.080
Loans written off in the cument period (T.097) (B24)
EMeciive lax expenss 5 BGEEY} 5 33,877
The affective income tax rate B 21.07% (2021 -10018% ).
CASH FLOW SUPPLEMENTARY INFORMATION
2022 2021
Interast recaiad £ 1.926.146 $ 1537.3%0
Interest pakd 221,574 324 800
Income axes paid 33,871 45 448

LINE OF CREDIT AVAILABILITY

The Credit Uinion has an approved line of credit with Atlantic Cenifral Credit Union Limited of
1,339,000, which is due for renewal on December 31, 2025, and was nol uliized at the year end.
The line of credit baars an interest rale of prime less 0.5% and s secured by a peneral sacurity

agreemeant.
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18.

RELATED PARTY TRANSACTIONS

Klorell Credit Union Limiied provides financial services fo members. These members hold the loans,
deposits and share deposits and therefore the interest income and inferest expense are fransacied in
the ordinary course of business with these members.

As ol year end, some members of the Board of Directors, Credit Commilies. management and
employeas had loans and morigages from Morell Credil Union Limited, Thess loans were in the
normal course of operations with inferest rales al the regular rates offered to all members of the
Cradit Union. Inierest rates of deposits and dividends on shares were at identical rates offered o all
Credit Linion members.

Key managemen] personnel include the General Manager and ofher senior officers of the Credi
Union. The componsnts of fotal compensation received by key management personned, and
balances due ioffrom key managemeni personnel including only non-joint accounts are as follows:

2022 2021
Short term amployes benafits 5 346,939 5 150 BGA
Contributions to a retirement panzion plan 18,346 11401
Morigages, loan halances and lines of credit due from key
management al Decambear 31 60,859 3. Tel
Deposil balances due lo key managemeni al December 31 149 B18 146,728

Short term amployes benafits include salares, variable compensation and other benefits. The
mortgage and deposit transactions were made in the ordinary course of business and on
substantially the same terms, including interest rates and security, as for comparable ransactions
with persons of & similar slanding of, whefe applicable, with other employess, The transaclions did
niod involve mone than the normal risk of repayment o present other unfavourable fealures.

RISK MANAGEMENT

The Credit Unisn manages significant risks thiough a comprehensive infrastructure of policies,
procedures, methods, oversight, and independent review designed o reduce the significant risks and
o manage hose risks within an appropriale threshold. The Board of Directors is provided with timely,
relevant, accurate, and complele reporis on the management of significani risks. Significant risks
managed by the Credit Linion include credit, liquidity, currency and interesi rate risks.

{a) Credit risk

Credit risk is the risk that a membear will fail to meest their obligations to the Credit Union. Prowviding
credit facilities to qualfisd membans 5 one of the Cradit Union’s primary sources of aamings and =
the arsa where the Credit Union is exposed to the most significant risk. Approval of these facilities
is based on the member's ability 1o repay principal and inlerest over the term of the facility, which i
delermined by folowing Board approved policies and procedures. which includes assessing the
member's credil history, character, collaleral, and debl servicing capacity. In addilion, the Credil
Union provides 1o its employees comprehensive fraining fo ensure compliance with Credit Uinion
lending policies and procedures. Also, formal policies governing approval of credit facilities
including acceptable risk assessment and security requirements are in place.

Oerdue loan actcounts, or lending delinquency, s cdosely monilored and frequently reporied o
senior management (o ensure all allowances for potential loan losses are adeguately provided for

and written-off when collection efforts have been exhausted. Credil risk is miligated primarily by
the nature and quality of the underlying sacurity as described by approved lending agresmeants.

(continues)
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19. RISK MANAGEMENT (continued)

Tha Credit Union's loan portfolio is focused in two main areas: consumer and commercial loans
and morigages. the latter of which are o mainly small and mid-sized companiss. A syndication
procass B avalable with other Credit Unions for larger commercial loans, whan considensd
necessary, 1o approprialely mitigate the Credit Union's eredil risk. Consumer mongages are made
available on a conventional basis up lo B0% of the lesser of cost of appraised value of single family
houwsing, up 1o T5% on othér residential properties, up o B5% of the lesser of cosl or appraised
value on commercial properlies having general purpose usage and up to 50% of the lesser of cost
of appraised valee on commercial properiies designed for specific use. Other credil facilities
provided include personal overdrafis that have no recourse to the Credit Linion,

The Credil Linion's policy i o pursue mely realization of the collaléral in an ordery manner, The
Credil Linion does nol generally use the non-cash collateral for ils own operations, During the
current and prior years, the Credit Union did nol take possession of collateral held as security
against loans and advances.

Cash and eguivalenis and invesiments have low credil resk exposure as these assets are high
guality investments with low risk counterparties. For the loan portfolio, the Cradit Union réviews
the member's capacity fo repay the loan rather than relying exclusively on collateral.

Tha Credit Union’s maximum axposure o credit risk at the reporting date in relation o aach class
of recognized financial assel & the carmying amouwni of hose assels indicated in he statement of
financial posiion. The maximum credil exposwre does nol lake nlo account the value of any
collaleral of other security hald, in the event other entities of parties fail 1o perform their obligations
wnder the financial instruments in question. The principal collateral and offer credit enhancements
the Credit Union holds as security for loans include: insurance and morigages over residential lois
and properties, recourse o business assets such as an assignment of real esiate, eguipment,
inventory and accounts receivable, and recourse fo liquid assets, guaraniees and securities. The
value of collateral heid against individual exposures is generally only assessed at the time of
bommowing and when a specific review of thal exposure s underaken in accordance with policy.

The Credit Union's maximum exposure to credit risk at the reporting date was:

L0223 2031

Cash and cash squivalants 5 7.733 805 £ 10,080,333
Investmeanis 9478 693 8218738
Accounts receivable 335813 411,538
Member lcans and mongages, nel of provision 41,538 621 34,084 895
5 56 088 032 5§ 62 Tec 8524

(b} Liquidity risk

Liquidity risk is the risk of being unable o meet financial commilments without having to raise
funds at unreasonable prices of sell assets on a forced basis, The Credit Union has established
policies o ensure lhe Credil Union is able to generate sufficient funds 1o meel all of is financial
commitmenis in a imely and cosi eflective manner. The Credil Union's liquidity managemeni
practices inchude ensuring the quality of investment acquired for liguidity purposes meet very high
standards, matching maturities of assets and labilities and monitoring cash flow on a regular
basis. Management monitors the Credit Linion's Bguidity position and reports to the Board on a
regular basis.

(contirnses)

21 M RSB



MORELL CREDIT UNION LIMITED
Notes to Financial Statements
Year Ended December 31, 2022

19. RISK MANAGEMENT {continued)

The Credilt Union s required to maintain §% of prior gquarier's assats in liquid investments in which
100% must be hald by Atantic Central Credit Union Limited and the Credit Unlon was in
compliance with this requirement al year end. Cash flows payable under financial Kabilities by
remaining contraciual malurities are as Tollows

—Mnder 1vear OverltoSvyears Owverdvears  Tofal

2022 $ 52518403 § 2856048 3 - §55374.481
2021 § 47028954 § 2163017 § - $49,191.971

The Credit Union expects thal many members will nol request repayment on the earliest date the
Credil Union could be required 1o pay.

The following i & maturity analysis of financial instruments on the statement of financial position
that contain a cument and non-currant portion as of December 31, 2022

—Underivear OwveritoSyears OwerSyears  Total

Investments § 7282215 § 1,000000 § 1197478 § 9479,603
Member loans and

morigages 3 10,496,427 5 28340044 § 2702150 § 41538621
Member deposits 5§ 4186827438 § 2858048 % - § 44483488
{c) Currency risk

Currency risk is the risk that the valee of a financial instrument will fluctuate due to changes in
forsign axchange rates. The Credit Unkon s exposed to curmency risk throwgh its cash accounts
and meamber deposits. The Credit Union mainiaine deposits in foreign currencies to sarvice its
member accounis. As of December 31, 2022, the Credit Union had cash and bank balances of
$191 862 USD (2021 - $161,093 USD) and membar sccounts of $41 3686 USD (2021 - $8 883
uso).

(d} Interest rate risk

inierest rate risk is the risk that the value of a financial instrument will fluctuate materially due to
changes in market interest rates. The Credit Union is exposed to interest rate risk through its loans
and morigages, providing kending services o its members for a rate based on the Bank of Canada
basa rate plus a risk premium detemined at tha loan inception. The Credit Uinkon manages and
conirols interssi rate risk primarly by managing assst and Rabiity maiurities. Interest rate risk s
measured on & guarierly basis and the results are reporied o the Board of Directors.

The following table provides the polential before-tax mpact of an immediate and sustained 1%
increase or decreass in interest rates on net interest incomea, assuming no further hedging ks
undertaken. These measures are based on assumptions made by management. All interest raie
risk measures are based upon mierest rale exposures al a specific time and continuously change
as a result of business activities and the Credit Union’s managemeant infdiatives.

Before tax mpact on nat interest incomea of; 2022 2021
1% increase n interest rates £ 227375 £ (588,791)
1% decrease in interest rafes £ (297.835) £ (J03,081)
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MORELL CREDIT UNION LIMITED
Notes to Financial Statements
Year Ended December 31, 2022

20. FAIR VALUE OF FINANCIAL INSTRUMENTS

.

Morell Credit Unéon Limitsd has evalualed the fair value of its financial instruments based on the
current interesi rate environment, marke! values and ihe actual prices of financial instrumenis with
similar lerms, Fair value represents the amount al which a financial investment could be exchanged
in an arm's length fransaction betwesn wiling parties under o compulsion to act and is best
evidenced by a quoted market price, ¥ one exists. Ouoled markei prices are nol available for a
significant portion of the Credit Uinkon's financial instrumenis.

A three-tier hierarchy is used as a framework for disclosing fair values based on inputs used o value
the Credit Union's financial instruments recorded at fair value. ‘Valuation methods used in this

framework are categorized under the following fair value hierarchy:

Level 1 - Quoted prices for active markets for identical financial instruments that the entity can
accass at the measurement date.

Level 2 - Quoted prices for similar instruments in active markets; guoted prices for identical or similar
financial insirumentis in markeis that are not active; and model-derved valuations in which all
significant inputs are obsarvable in active markets.

Level 3 - Valuations derved from valuation iechnigues in which one or more significant inputs are not
based on observable markel data_

The camying values of cash and cash eguivalenis, investment in debeantures and accounts receivable
approximabe their fair value as they are short term in nature or are receivable on demand.

Long term investments in shares in the Credit Union system and others have besn classified as
available-for-saks and are requirsd o be measured at fair value with any changes in fair values
through profit or loss. Tha Credit Union has determinad the fair valus of thess investments cannot ba
measured reliably and therefore measures thesa investmenis at cost with no adjusimant to incomea.
The Credit Union's invesimenis in sysiem debentures have been classified as held-lo-maturity and
are required 1o be measured al amonifed cosl,

The diferences betwesn Ihe carmying and fair values of the Credit Union's loans and deposils ane
primarily due o changes in interest rates, The carming value of the Credit Union's financial
nstrumenis are nol adjusied o reflect increases or decreases in fair value as a resull of inleres! rale

changes, as it is the Credit Union®s intention o realize their valee over tfime by holding them o
maturity.
CAPITAL MANAGEMENT

kiorell Credit Union Limited provides lending services to its members in the form of loans, lines of
credit and morigages. The Credit Union's objective in the lending process is to remain within the
lending guidelines sel for the institution and 1o provide an adequale return to its members through
adjusting risk premiums with the level of assessed risk on an individual basis, These senices are
provided 1o members al the discretion of the general manager and lending personnel within the
established parameters. Total lending activities managed by the Credil Union as of December 31,
2022 amounted to 541,878,258 (2021 - $34 3564 532).

Consisient with other Prince Edward Island Credit Unions, Morell Credil Union Limiled is required by
ihe Credil Union Deposil Insurance Corporalion o maintain an equity level of 5% of the Credi
Union's tolal assets. This ratio is calculated by adding the undistribuled sarmings at the end of the
previous period plus the operating surplus in the current perod and members' shares, divided by the
iotal assets of the Credit Linion.

(eontinges)
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MORELL CREDIT UNION LIMITED
MNotes to Financial Statements
Year Ended December 31, 2022

CAPITAL MANAGEMENT jcontinued)

2023 2021
Undistributed aamings $ 4628287 5 4300481
Members' shares 10,293 10,260
Total reguiatory equity 4 638 582 4. 310,771
Tolal assets 60,013,063 53.502.T42
T.7T3 % B.06 Y

Credit Union bylaws require Morell Credil Union Limited o maintain sufficient lquid assets and a ling
of credit o meet its normal cash flow requirements. Consistent with other Prince Edward Island
Credit Unions, Morell Credit Union Limiled is required by the Credit Union Deposit insuvrance
Corporation to maintain a minimum bguid asset level of 10% of tolal assets to ensure ongoing cash
flow requireaments are met.

2022 21

Total assets $ 60,013,063 § 53502 742
Liquid assets 17,549,411 18,707 629
29.24 % 34 .87 %
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MORELL CREDIT UNION LIMITED

Schedules to Financial Statements (Schedule 2)
Interest Rate Sensitivity
Year Ended December 31, 2022
Under Ower 1 to Cwver Mot interest
1 year 3 years S years rate sensitive Total
ASSETS
Cash and cash equivalents £ BT1B.242 -1 - -1 - £ 1015883 § 7733005
Effactive inerast rale 139 % = % = % - %
Investmenis 7172503 1000, D00 1.197 478 109,712 9,479,693
Effective inierast rate 273 % 4.30 % 313 % . %
Booounts receivable - - - 335,813 335,813
Member oans and morigages 7.256 635 28,340 044 2. 702, 151 - 38 301 &30
EfMactive imarast rale 360 % d 44 % 437 % - %
Lines of credit and overdrafis 3236, ™1 - - - 3,238, T8
Effectra inierest rate 531 % . = . = . o
Prepaid expense - - - 264,079 264,078
Property and equipment - - - G660, 952 660 552

24387471 5 2930044 5§ 386063

§ 2386219 § 60013063

LIABILITIES AMD MEMBERS' EQUITY

Accounts payable and
accruad liabilibes 5
Employes benelits payalbbs
Accrued interest payable
Income taxes payabile
Fulure income tanes
Mambar deposits

Effective inerast rate
Share deposits

EfMactive imarast rale
Members shares

EfMfective inerast rale
Undistributed samings

5 - 5
24,102,718 2 BSE, 045 .
199 % 2.59 % - %
10,287 121 - -
075 % - % - %
10,255 - -
0TS % - % - %

§  22T44T7 0§ 22T 447

50,847 50,847
271,823 271,823
a2, e 52,82
b BES5
17,824,718 44 483 4BE
- &
- 10,287,121
- &
- 10,265
- &

4 628 287 4 6528287

34400134 § 2856049 § =

§ 22756880 § 60,013,083

The above table sets out assets and liabdities on the sarier of contractual maturity or repricing date. Use
of the table to derve information abowt the Credit Union's interest rate risk posiion is limited by the fact
that certain borrowers may choose 0 terminate their financial instruments at a date sarfier than

contractual maturity of repricing dates.

mialurity bul cenain could prepay sarnier,

For example, loans and morigages are shown &l contractual

As at December 31, 2022, Morell Credit Linion Limited’s net interest spread was 2.55%. The net interest
spread is calculated by expressing the difference between (a) the percentage of income eamed on the
average year and interest bearing assets and (b) the percentage of costs of capital and borrowings on the
average year end interest bearing liabiibes.

Motes 1 - 21 are an integral part of thess financial statemants
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MEMBERSHIP & INFORMATION

B The Credit Union Deposit Insurance Corporation (CUDIC)
nuarantaes the repayment of deposits with Prince Edward
|sland credit unions, in accordance with the ralevant
provisions of the Credit Unions Act. Subsection 173 (9) of

CREDIT UNION Credit Unions Act Legislation provides that the Govermment
of Prince Edward Island will ensure that this obligation of
the Corporation is carried out,

DEPOSIT INSURANCE
CORPORATION

A brief summary of the deposit insurance coverage offered
by CUDIG is st out below.

B Membership is limited to Credit Unions incorporated under
the laws of Prince Edward Island, All [sland Gredit Unions
are required to be members of CUDIC

B The maximum deposit insurance is $125,000 per person
in each Cradit Union, Where a Gredit Union operates a
branch office, deposits are not insured separately in such
branch offices.

W CUDIC insures 100% of insurable deposits held in registerad
retirement savings plans (RRSPs), registerad retirameant
income funds (RRIFs), tax free savings accounts (TFSAs)
and ragistered disability savings plans (RDSPs). These are
separately insured from other deposits a person may have
with the same Credit Union.

B [Deposits in each Credit Union are separate and distinct
and the limits apply to each Cradit Union separately. Eligible
deposits in one Credit Union do not affect the limits for
eligible deposits in another Gredit Union,

B A depositor may be an individual, an association of
individuals, a corporation, an association of corporations
Or a govarnment.

B [nsurable deposits include Canadian currency savings and
chaquing accounts, mambership share amounts, tarm
deposits, investment certificates, travellers chegues, drafts
and money orders issued by the Credit Union.

W Separate insurance, 1o the $125,000 maximum, applias to
joint accounts and trust deposits.

B Credit Union Deposit Insurance Corporation (CUDIC) does
not insure all deposits and investments offered by the
Gredit Union.

B CUDIC does not insure foreign currency savings and
chequing deposits, debantures issued by a Gredit Linion,
bonds or debentures issued by government or corporations,
treasuny bills and investments in mortgages, stocks, and
mutual funds.

This information is presented in a non-tachnical way and
is not intended to be a legal explanation of CUDIG's Act

and by-lawrs.
PO BOX 20103 For more information on Credit Union Deposit Insurance
161 ST. PETERS ROAD Phone 628-6280 or contact your Gredit Union,
CHARLOTTETOWN
PRINCE EDWARD I5LAND
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