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NOTICE OF 2015 ANNUAL GENERAL MEETING

THE 26TH(2015) ANNUAL GENERAL MEETING OF SHARONS CREDIT UNION WILL BE HELD
ON THURSDAY, APRIL 16, 2015 AT 6:00PM AT SURREY BRANCH LOCATED AT
10541 KING GEORGE BLVD., SURREY, BC.

Call to Order

Introduction of Officers

Adoption of Agenda

Approval of Minutes of the Previous Year
Business Arising out of the Minutes
Report from the Board & Management
Auditor’s Report

Approval of Flnancial Reports

R O O ARG

Appointment of Auditor
. Elections

—
-~ O

. Special Resolution
Ordinary Resolution
Unfinished Business
Adjournment

—
2 0N

CALL FOR NOMINATION
According to Section 4.4 of the Rules of Sharons Credit Union, term of office of three incumbent
directors will expire at the adjournment of 2015 AGM. If you would like to nominate a member to
fill the vacating office of directors, please nominate a candidate from good standing members in
a written form to the Nominating Committee by 5pm, April 9, 2015.



CHAIR AND CEO’S REPORT

TWENTY FIVE FOUNDING MEMBERS...

It has been 26 years since twenty five founding members gathered together to start up Sharons Credit Union with each contributing $4,000
investment in share deposit. Looking back, since 1988, there have been many ups and downs, but each time, we were able to overcome it
and grow stronger because of the selfless devotion of the directors and loyal support from the memberships. We would like this opportunity
to thank our first 25 founding members and the past & current directors who have been serving the credit union. We are here because of their
dedications and contributions.

OPERATION RESULT... FUTURE FORECAST...

Sharons Credit Union continues to remain in a strong financial position, ending 2014 with a total asset of $281 million, an increase of 4.5% or $12
million from the prior year. This remarkable growth reflect the success of our strategy and have translated into added value for our members
despite the current economic conditions with the persistent rock-bottom interest rate in a sluggish local economy environment. The increase
was comprised of a net loan portfolio of $15.5 million, partially offset by decreases of $3.4 million in cash and interest bearing deposits.

Net operating income for the year was $1.12 million, a decrease of $394 thousand or 26% from 2013. In 2014, your Board decided to share the
profit with our members in the form of divided and patronage refund in the total amount of $620 thousand of which 2% dividend on share
deposits and 10% refund on the interest paid on residential and commercial mortgages. The Board is adamant in building values and giving
back to the members and the community that we serve even under harsh economic environment. The refund will have a positive financial
impact, especially on members navigating through the difficult times harder than others.

It is most likely that the current rock-bottom interest rate will prevail for a while and as experienced early in the year, there is even a forecast
that the interest rate may go down further and stay low in the foreseeable future. If the forecasts are right, our bottom line would be hampered
even more as our current assets are structured in a way that a declining interest rate affects the earning adversely. With the current assets

and liabilities combination, we are expected to face hard time in improving the net operating income unless the interest rate turns around and
starts to go up. However, the Board and management together are determined to overcome this hardships by tightening our belts and the
restructuring our assets, and we are confident that we will deliver a satisfactory report to you next year again.

CORPORATE GOVERNANCE...

Throughout the year 2014, your directors have been working tremendously hard. Since the financial crisis in 2008, there have been a lot of
changes in financial institution regulatory environment and one of the most distinctive changes is a much stronger requirement in corporate
governance practice of the Board of Directors in financial institutions. Accordingly, BC credit union regulatory body, FICOM, expects the Board
to be more professional and prudent in overseeing the operations of its credit union. In order to cope with this requirement, your directors have
attended many meetings and training sessions. They have met at least twice a month during the 2014. The Board will be operating in a similar
fashion going forward and they will continuously serve the credit union selflessly and thus, we’d like to thank all directors for their devoted
service to the credit union.

We, directors and management, would ask ourselves a question; why we exist? This will remind us of the purpose of our existence and to refresh
our determination to fulfill that purpose. We exist for our members and the community the members belong to. It is never enough to stress the
importance of the fact that whatever we do must benefit our members and the community. Accordingly, in 2014, we sponsored and supported
many events that gave benefit in one way or another to the members and to the community. We are proud that we faithfully served as a leader
in promoting the wellness and preserving the cultural heritage in our community. Now, your Board is preparing a “Community Development
Plan” to support more efficiently and to develop the various activities in our community. This plan will be presented in our branches and on
website during the first half of the year.

TOWARD THE BRIGHTER FUTURE...

The hardship has been being felt by all of us for the last few years. Especially, those who are operating a small business are the ones who seems
to suffer the most. We wish we could assist them financially in these difficult times when the help is needed the most. However, because of the
regulation and the safety measure we must take, there is only so much we can do in this respect. Even so, we are here to help our members. We
will listen to you, we will share the pain with you, and we will seek out the ways to work together.

Credit union is a co-operative financial institution that is built and shared by members. Our dream is to make the world where everyone is
helping each other. “One for All and All for One” is the dream we pursue. Now that we have completed our 26th year of operation, we've been
working hard to make a credit union that is “Built by You and Works for You”. And we have been able to come this far only because of your
participation. In order to go forward, your continuous participation is essential and therefore, we would ask you to continuously support your



credit union as you have been doing so far. We, the Board and management, will do our best to make the credit union that works for you. When
we are going forward with one same vision, we will continually grow and prosper. And at the end of the day, we will be able to pass down to our
next generation a stronger credit union that truly testifies the power of co-operative spirit.

Once again, closing the report, we thank you for your support in trust and ask your continuous participation in 2015 as well.

At

Michael Seong Il Hwang, John Kwanglk Suk,
Chair, Board of Directors President & CEO
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Board of Directors. From left, lan Insik Kim, Insoon Lee,
Terry Tack Hun Song, Michael Seong Il Hwang,
Jihan Kim, Kyu Tae Kim and Victor Byung Kyu Yoo.
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BOARD OF DIRECTORS

01. DIRECTOR BACKGROUND AND COMPENSATION DISCLOSURE

Sharons Board of Directors consists of seven directors that represent Sharons Credit Union membership and work with senior management to
determine the direction of the credit union.

The Board is accountable for hiring the Chief Executive Officer, financial statements, corporate strategies, establishing corporate goals and
approving major financial decisions. The Board is also accountable for representing the interests of members, overseeing the operations of the
credit union and representing Sharons Credit Union in the community.

CURRENT DIRECTORS

As of December 31, 2014, Sharons’ directors are:

MICHAEL SEONG IL HWANG

BACKGROUND

POSITION
DIRECTOR SINCE
CURRENT TERM

COMMITTEES

KYU TAE KIM

BACKGROUND

POSITION
DIRECTOR SINCE
CURRENT TERM

COMMITTEES

As a lawyer in BC for 23 years, Mr. Hwang is specialized in business, real estate, immigration and non-profit laws. He
brings in leadership and valuable experiences in governance to the Board through his active involvement in various
organizations and societies as a volunteer and a board member locally and internationally.

Board Chair
2012
2013 - 2016

Chair, Governance & Human Resources Committee
Member, Real Estate Committee

Being an organizer and general manager for investor groups for more than 20 years, Mr. Kim possesses a strong
leadership and innovative ideas in investment. His in—-depth knowledge in the business world enriches the future
direction and strategies of the credit union.

Board Vice Chair
201

2014 - 2017

Chair, Investment and Lending Committee
Member, Governance & Human Resources Committee
Member, Real Estate Committee

VICTOR BYUNG KYU YOO

BACKGROUND

POSITION
DIRECTOR SINCE
CURRENT TERM

COMMITTEES

Along with his Chartered Professional Accountant designation, Mr. Yoo brings a strong financial background and
risk management. His experience with a financial institution as an internal auditor back in homeland also brings
invaluable expertise in overlooking credit union’s daily operations in terms of risk management.

Director
20M
2014 - 2017

Chair, Audit and Risk Committee
Member, Governance & Human Resources Committee



JIHAN JOHN KIM

BACKGROUND

POSITION
DIRECTOR SINCE

Mr. Kim is one of the very well-known person in the community as one of the first Korean immigrants to Vancouver
who came in 1968 and once served as the president of Korean Society in 1990’s. He brings a great understanding and
knowledge of the credit union as he served as a director of the credit union from 2001 to 2011, the last three years of
which he served as the Board Chair.

Director

2001 - 2011, and 2013

CURRENT TERM 2013 - 2016
Chair, Conduct Review Committee
COMMITTEES Member, Investment and Lending Committee
IAN INSIK KIM
As a professional photographer, Mr. Kim has been running a photo studio for over 30 years during which he has
BACKGROUND developed a phenomenal people skills. And being a member since the beginning of the credit union, he has a
compassion and understanding of the credit union culture more than anybody else.
POSITION Director
DIRECTOR SINCE 2009
CURRENT TERM 2012 - 2015
Member, Conduct Review Committee
COMMITTEES Member, Investment and Lending Committee
Member, Real Estate Committee
TERRY TACK HUN SONG
Mr. Song became a member of the credit union by the influence of his mother who has been a member since the beginning of the
BACKGROUND credit union. As a pharmacist who serves a number of seniors in the community, he has a passion in seniors’ welfare and strongly
believes that Sharons should take an important role on the issue as not only the credit union’s membership consists of large number
of seniors but the majority of the population in our community are aging fast now.
POSITION Director
DIRECTOR SINCE 2012
CURRENT TERM 2012 - 2015
Chair, Audit and Risk Committee
COMMITTEES Member, Governance & Human Resources Committee
INSOON LEE
Currently serving as the President of Vancouver Korean-Canadian Women’s Society and the founder of KOWIN (Korean
BACKGROUND Women’s International Network) Vancouver, Ms. Lee brings a broad knowledge on women movement in our community. She
is passionate for more women’s involvement in the organizations that exist for and work for the community and Sharons Credit
Union is one them.
POSITION Director
DIRECTOR SINCE 2014
CURRENT TERM 2014 - 2015

COMMITTEES

Member, Audit and Risk Committee



2014 PAST DIRECTOR

The following one director served a partial term until the end of September, 2014. He stepped down from the Board due to a personal reason.

JIN TAEK SHIM

BACKGROUND With a degree in economics and work experience in a business consulting firm that provided a restructuring plan and
strategy setting, Mr. Shim brought a leadership and future direction setting for the credit union.

POSITION Director

DIRECTOR SINCE 2010
CURRENT TERM 2012 - 2015

Member, Governance and Human Resources Committee
COMMITTEES Member, Audit and Risk Committee

DIRECTORS MEETING ATTENDANCE

NAME BOARD MEETING RN P A e TOTAL
MICHAEL SEONG IL HWANG 6 7 13 26
KYU TAE KIM 6 1 13 30
VICTOR BYUNGKYU YOO 7 12 12 31
JIHAN JOHN KIM 7 8 13 28
IAN INSIK KIM 6 5 12 23
TERRY TACK HUN SONG 6 7 10 23
INSOON LEE - - _ _
JIN TAEK SHIM 4 7 7 18

DIRECTOR COMPENSATION

The Board’s compensation is designed to recognize directors’ service to Sharons Credit Union. The amount is reviewed every three years by the
Board’s Governance & Human Resources Committee.

When considering the appropriate level of compensation, the Committee considers:

<& Sharons Credit Union’s position in the credit union community and its desire to maintain the co-operative spirit of volunteerism, yet
recognizing the value of the important position of director,

<& the level of responsibility and time commitment required of directors; and

<& the need to attract and retain directors with the skills and attributes required to advance Sharons Credit Union’s business model and
strategic plans, and to manage and control its risks.

Even with these considerations, the most important factor that the Committee takes as a decision making tool is the level that is set by the peer
credit unions in the system that can be found in the survey prepared and provided by Central 1.

The current compensation period began on May 2014 and the next compensation review will be presented to the members at the 2016 Annual
General Meeting to take effect following the 2017 Annual General Meeting. The current compensation levels are shown below:



Position Amount

Board Chair $ 7,000
Committee Chair $ 4,000
Director $ 3,000

Per Meeting Fee $ 200

If either a Vice Chair or Director acts as a Committee Chair, he or she will receive the higher amount, pro-rated in accordance with the term
applicable to that role. The Board Chair will not receive additional compensation irrespective of whether he or she serves as a Committee Chair.

DIRECTOR EXPENSES

Sharons Credit Union also recognizes that directors will incur expenses as they carry out their duties during the Board year. The Director
Expense Policy sets out the types of expenditure covered by the credit union, and, as contained in that policy, directors are expected to exercise
discretion and good judgment in determining what is a reasonable and proper expense to be incurred on behalf of Sharons Credit Union and
demonstrate a good example for the use of credit union resources.

SUMMARY OF COMPENSATION AND EXPENSES FOR 2014

As there was no ordinary resolution on the Board compensation in any previous Annual General Meetings, for fiscal year 2014, the Directors are
to receive following amount for compensation and per meeting fee upon the approval by the members at 2015 AGM:

Type Amount
Compensation $ 28,000
Meeting Fee $ 35,800
Health Care Benefit $ 28,564
Expense $ 6,044
Total $ 98,408

02. CEO COMPENSATION DISCLOSURE

CEO COMPENSATION PHILOSOPHY

Sharons Credit Union’s Employee Compensation Philosophy applies equally to the CEO compensation. The CEO compensation
consists of a base salary and benefits and insurance.

CEO COMPENSATION SUMMARY

The CEO’s full compensation package is reviewed by the Board annually based on comparison to a peer group. The Board carefully select this
peer group through a review of the Compensation Survey in Canadian Credit Union System provided by Central 1. Sharons targets the 50th
percentile for base salary when the annual goal of performance is achieved.

For the fiscal year ending December 31, 2014, the CEO earned the following compensation:

Description Amount
Base Salary $ 175,000
Benefits and Pension $ 21,254
Car Allowance $ 6,000

Total $ 202,254



BENEFITS, PENSION AND PERQUISITES

The Health and Wellness Benefits provided to the CEO are consistent with those received by all other employee groups within Sharons Credit
Union. The pension plan is also consistent with all other employees where a percentile of the previous year’s earning prescribed in the HR Policy
is being deposited into a RRSP account with the credit union,

No additional benefits and perquisites are provided to the CEO.

03. CREDIT UNION COMPENSATION POLICIES

Compensation for all Sharons Credit Union employee is governed by the Compensation Philosophy set in the credit union’s HR Policy. Sharons’
compensation practices are as follows:

ANNUAL BASE SALARY

Salary ranges are developed in accordance with our compensation philosophy. Base salary levels are determined by performance, knowledge,
skills, and experience of the employee.

BONUS PLAN

The annual Sharons Credit Union bonus plan is set and offered each year at the discretion of CEO and Board of Directors, based on a minimum
level of profit being achieved and pay-outs are not guaranteed. Every employee plays an important role in the success of the credit union and
through this plan staff is able to share in the success.

HEALTH AND WELLNESS BENEFIT

Sharons Credit Union provides a comprehensive benefit program. Full-time permanent employees are eligible for full benefits coverage at the
end of 6 months employment probationary period but dental coverage will be eligible after completing the first year of employment. Part-time
employees, once eligible (completed probation and continuous work of 1 year period working days), participate in the benefits plan which will
be same as a full timer.

PENSION PLAN

Plan contributions made by Sharons Credit Union are based on the employee’s previous year’s salary and years of employment and invested in
the term deposit type RRSP at the credit union. Contributions made by employee must be matched with credit union’s contributions.



INDEPENDENT AUDITOR’S REPORT

#313-9600 Cameron St.

LEEJUN

Canada V3J 7N3
CHARTERED ACCOUNTANTS & ADVISORS

T 604.422.8884
F 604.422.8893

info@leejunglip.ca
leejungllp.ca

TO THE MEMBERS OF SHARONS CREDIT UNION

We have audited the accompanying financial statements of Sharons Credit Union, which comprise the Statement of Financial Position as at
December 31, 2014 and the Statements of Comprehensive Income, Changes in Members’ Equity and Cash Flow for the years then ended, a
summary of significant accounting policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International Financial
Reporting Standards, and for such internal control as management determines is necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and plan and perform an
audit to obtain reasonable assurance whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Credit Union’s
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Credit Union’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the financial statements present fairly, in all material respects, the financial position of Sharons Credit Union as at December 31,
2014 and the results of its operations and its cash flow for the years then ended in accordance with International Financial Reporting Standards.

Lee Juny L

Chartered Accountants
Burnaby, BC, Canada
March 19, 2015



CONSOLIDATED FINANCIAL STATEMENT
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(Year Ended December 31, 2014)

ASSETS

Cash resources (Note 3)
Investments (Note 4)

Member loans (Note 5)

Property and equipment (Note 7)
Other assets (Note 8)

LIABILITIES
Members’ deposits (Note 9)
Accounts payable and other liabilities (Note 10)

Members’ shares (Note 12)

MEMBER’S EQUITY
Members’ equity shares (Note 12)
Retained earnings

Accumulated other comprehensive income

Signed on behalf of the Board of Directors’ by:

At

Hwang, Michael Seong Il
Chair, Board of Directors

Yoo, Byung Kyu
Board of Director

See accompanying notes to the financial statements

2014

$
57,230,315
13,651,084
206,588,341
2,900,441
846,557
281,216,738

263,719,642
1,644,151
2,928,796

268,292,589

598,449

12,325,700

12,924,149
281,216,738

2013

$
55,972,793
18,004,802
191,216,428
3,078,306
807,506
269,079,385

252,093,455
1,707,610
2,734,521

256,535,586

555,484
11,988,315
12,543,799

269,079,385



CONSOLIDATED STATEMENT OF CHANGES IN MEMBERS’ EQUITY

(Year Ended December 31, 2014)

Accumulated

Other , Retained
Comprehensive Members’ Share Earnings Total

Income
BALANCE AT JANUARY 1, 2013 $ - 512,653 11,405,547 11,918,200
Net Income - - 695,063 695,063
Distribution on members’ equity shares - - (130,768) (130,768)
Share addition (redemption) - net - 42,831 - 42,831
Income tax deduction on dividend - - 18,473 18,473
BALANCE ON DECEMBER 31, 2013 $ - 555,484 11,988,315 12,543,799
Net Income - - 388,100 388,100
Distribution on members’ equity shares = - (59,735) (59,735)
Share addition (redemption) - net - 42,965 - 42,965
Income tax deduction on dividend - = 9,020 9,020
BALANCE ON DECEMBER 31, 2014 $ - 598,449 12,325,700 12,924,149

See accompanying notes to the financial statements



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Year Ended December 31, 2014)

2014 2013
Interest revenue $ $
Loans 7,623,485 7,634,259
Cash resources and investments 1,114,565 486,299
8,738,050 8,120,558
Interest expense
Deposits 3,950,037 3,450,127
Net interest income 4,788,013 4,670,431
Loan impairment expense (Note 6) (180,000) (150,000)
Other income 1,548,130 1,545,481
Net interest and other income 6,156,143 6,065,912
Operating expenses
Advertising and promotion 74,361 78,059
Audit and legal 139,981 106,292
Cheque and mastercard processing 167,502 155,625
Community support 60,500 60,000
Data processing 413,457 361,648
Depreciation of property and equipment 255,141 328,395
Insurance and dues assessment 529,196 339,505
Office 227,253 196,478
Other administrative and management fee 186,664 159,888
Rent and utilities 509,299 513,454
Repairs and maintenance 32,971 22,594
Salaries and benefits 2,438,634 2,228,665
5,034,959 4,550,603
Income before dividends on member deposit shares 1,121,184 1,515,309
Distribution to members 662,171 665,292
Income before income taxes (Note 11) 457,013 850,017
Income taxes - Current 79,894 118,317
Income taxes - Deferred (10,981) 36,637
Provision for income taxes 68,913 154,954
Income for the year 388,100 695,063
Other comprehensive income for the year . -
Comprehensive income 388,100 695,063

See accompanying notes to the financial statements



CONSOLIDATED STATEMENT OF CASH FLOW

(Year Ended December 31, 2014)

2014 2013
OPERATING ACTIVITIES $ $
Income for the year
Adjustment for: 388,100 695,063
Interest revenue (7,623,485) (7,634,259)
Interest expenses 3,950,037 3,450,127
Other non-cash revenue items
Depreciation 255,141 328,395
Provision for income taxes 68,913 154,954
Provision for loan losses 180,000 150,000
(2,781,294) (2,855,720)
Change in other assets 70,328 23,563
Change in accounts payable and other liabilities (70,170) 433,718
Change in dividend and patronage return accrued (111,678) (47,310)
(2,892,814) (2,445,749)
Changes in member activities
Change in member loans (15,516,447) 2,402,028
Change in member deposits 11,603,920 26,419,145
Cash flows related to interest, dividends and income taxes
Interest received on member loans 7,588,019 7,619,738
Interest paid on member deposits (3,927,768) (3,601,230)
Income taxes paid (recovered) (109,829) (88,608)
(362,105) 32,751,073
Total cash inflows (outflows) from operating activities (3,254,919) 30,305,324
Investing Activities
Investments, net 4,353,718 (16,103,449)
Purchase of property and equipment (81,469) (133,900)
Total cash inflows (outflows) from investing activities 4,272,249 (16,237,349)
Financing Activities
Equity shares, net 222,759 222,759
Borrowings R R
222,759 222,759
Cash Position
Increase (decrease) in cash resources, net 1,240,089 14,290,734
Cash resources, net, beginning of year 55,972,793 41,682,059
Cash resources, net, end of year 57,212,882 55,972,793

See accompanying notes to the financial statements



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (AUDITED)

(Year Ended December 31, 2014)

1. NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
REPORTING ENTITY

Sharons Credit Union (the Credit Union) is incorporated under the Credit Union Incorporation Act of British Columbia and is member of Central 1 Credit
Union Limited (Central 1). The Credit Union operates as one operating segment in the loans, and deposit taking industry in British Columbia. Products
and services offered to its members include mortgages, personal, and commercial loans, chequing and savings accounts, term deposits, RRSPs, RRIFs,
mutual funds, automated banking machine (“ABMs”), debit and credit cards and internet banking. The Credit head office is located at 1055 Kingsway,
Vancouver, BC.

On December 9th, 2004, Sharons Insurance Services Ltd. was incorporated under the Business Corporation Act of British Columbia. Its primary business
activity is providing insurance services to the members of the Credit Union. These consolidated financial statements have been authorized for issue by
the Board of Directors on March 19, 2015.

BASIS OF PRESENTATION
These consolidated financial statements have been prepared in accordance with International Financing Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (the IASB).

These consolidated financial statements were prepared under the historical cost convention, as modified by the revaluation of available-for-sale
financial assets and derivative financial instruments measured at fair value.

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

The preparation of consolidated financial statements in compliance with IFRS requires management to make certain critical accounting estimates. It
also requires management to exercise judgment in applying the Credit Union’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the consolidated financial statements are disclosed in Note 2.

CONSOLIDATION

The consolidated financial statements include the assets and liabilities and results of operation of the Credit Union and its wholly-owned subsidiaries
after the elimination of intercompany transactions and balances. These subsidiaries include wholly-owned Sharons Insurance Services Ltd.

SIGNIFICANT ACCOUNTING POLICIES

CASH RESOURCES
Cash resources includes cash on hand, deposits with Central 1, other short-terms highly liquid investments with original maturities of three months or
less and for the purpose of the statement of cash flows, bank overdrafts that are repayable on demand.

Cash resources are classified as loans and receivables and are carried at amortized cost, which is equivalent to fair value.

MEMBER LOANS

All member loans are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market and have been
classified as loans and receivable.

Member loans are initially recorded at fair value, net of loan origination fees and inclusive of transaction costs incurred.
Member loans are subsequently measured at amortized cost, using the effective interest rate method, less any impairment.

Loans to members are reported at their recoverable amount representing the aggregate amount of principal, less any allowance or provision for
impaired loans plus accrued interest. Interest is accounted for on the accrual basis for all loans.

If there is objective evidence that an impairment loss on member loans carried at amortized cost has been incurred, the amount of the loss is measured
as the difference between the loans carrying amount and the present value of expected cash flows discounted at the loans original effective interest
rate, short-term balances are not discounted.

The Credit Union first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant.

If it is determined that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, the asset is
included in a group of financial assets with similar credit risk characteristics and that group of financial assets is collectively assessed for impairment.
Assets that are individually assessed for impairment and for which an impairment loss is or continues to be recognized are not included in a collective
assessment of impairment. The expected future cash outflows for a group of financial assets with similar credit risk characteristics are estimated based
on historical loss experience.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment
was recognized, the previously recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is recognized in net income.

LOANS WRITTEN OFF

Loans are written off from time to time as determined by management and approved by the Board of Directors when it is reasonable to expect that
the recovery of the debt is unlikely. Bad debts are written off against the provisions for impairment, if a provision for impairment had previously been
recognized. If no provision had been recognized, the write offs are recognized as expenses in net income.

PROPERTY AND EQUIPMENT

Property and equipment is initially recorded at cost and subsequently measured at cost less accumulated depreciation and any accumulated
impairment (losses), with the exception of land which is not depreciated. Depreciation is recognized in net income and is provided on a straight-line
basis over the estimated useful life of the assets as follows:



Property and equipment

Building 4%
Computer hardware 33%
Furniture and fixtures 20%
Leasehold improvement 20%

Depreciation methods, useful lives and residual values are reviewed annually and adjusted if necessary.

IMPAIRMENT OF NON-FINANCIAL ASSETS

Non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate that their carrying amount may not be
recoverable, Where the carrying value of an asset exceeds its recoverable amount, which is the higher of value in use and fair value less costs to sell,
the asset is written down accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is carried out on the asset’s cash-generating
unit, which is the lowest group of assets in which the asset belongs for which there are separately identifiable cash flows. The Credit Union has no
investment property.

Impairment charges are included in net income, except to the extent they reverse gains previously recognized in other comprehensive income.

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

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

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its tax base, except for taxable
temporary differences arising on the initial recognition of goodwill and temporary differences arising on the initial recognition of an asset or liability in a
transaction which is not a business combination and at the time of the transaction affects neither accounting or taxable profit or loss.

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is restricted to those instances where it is
probably that future taxable profit will be available which allow the deferred tax asset to be utilized. Deferred tax assets are reviewed at each reporting
date and are reduced to the extent that it is no longer probably that the related ax benefit will be realized.

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

MEMBERS’ DEPOSITS
All member deposits are initially measured at fair value, net of any transaction costs directly attributable to the issuance of the instrument.

Member deposits are subsequently measured at amortized cost, using the effective interest rate method.

ACCOUNTS PAYABLE AND OTHER PAYABLES

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

MEMBERS’ SHARES
Members’ shares issued by the Credit Union are classified as equity only to the extent that they do not meet the definition of a financial liability or
financial asset.

Shares that contain redemption features subject to the Credit Union maintaining adequate regulatory capital are accounted for using the partial
treatment requirement of IFRIC 2 Members’ Shares in Cooperative Entities and Similar Instruments.

DISTRIBUTION TO MEMBERS

Patronage distributions related to member equity shares carried as a liability are recognized in net income when circumstances indicate the Credit
Union has a constructive obligation, it has little or no discretion to avoid, and it can make a reasonable estimate of the amount required to settle the
obligation. Distributions to members related to shares included in members equity are treated as a reduction of equity net of related income tax impact.

REVENUE RECOGNITION

Revenue from the provision of services to members is recognized when earned, specifically when amounts are fixed or can be determined and the
ability to collect is reasonably assured.

Interest on loans is recorded using the effective interest rate method. Investment income is recorded using the effective interest rate method. Commission
and service charges are recognized in income when the related service is provided or entitlement to receive income is earned. Loan negotiation fees are
recognized using the effective interest rate method with income recorded on prepayment or renegotiation of fixed term loans being recognized when received.

FOREIGN CURRENCY TRANSLATION

Foreign currency accounts are translated into Canadian dollars as follows:

At the transaction date, each asset, liability, revenue and expense denominated in a foreign currency is translated into Canadian dollars by the use of



the exchange rate in effect at that date. At the year-end date, unsettled monetary assets and liabilities are translated into Canadian dollars by using the
exchange rate in effect at the year-end date and the related translation differences are recognized in net income. Exchange gains and (losses) arising
on the retranslation of monetary available-for-sale financial assets are treated as a separate component of the change in fair value and recognized in
net income. Exchange gains and (losses) on non-monetary available-for-sale financial assets form part of the overall gain or loss recognized in respect
of that financial instrument.

The Credit Union has no foreign non-monetary assets and liabilities.

STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET EFFECTIVE

Certain new standards, amendments and interpretations have been published that are mandatory for the Credit Union’s accounting periods beginning
on or after January 1, 2014 or later periods. The Credit Union has decided not to early adopt.

New Standards, interpretations and amendments effective from January 1, 2014

i. IAS 32 Financial Instruments: Presentation was amended to clarify the meaning of ‘currently has a legally enforceable right to set-off’. The amendments
also clarify the application of the IAS 32 offsetting criteria to settlement systems such as central clearing house systems which apply gross settlement
mechanisms that are not simultaneous. The adoption of this standard in the current year did not have a material effect on financial statements.

New Standards, interpretations and amendments not yet effective

Certain new standards, amendments and interpretations have been published that are mandatory for the Credit Union’s accounting periods beginning
on or after January 1, 2015 or later periods that the Credit Union has decided not to early adopt.

ii. IFRS 9 Financial Instruments provides a new approach for the classification of financial assets, which shall be based on the cash flow characteristics
of the asset and the business model of the portfolio in which the asset is held. IFRS also introduces an expected loss model, entities are required
to recognize 12 month expected credit losses from the date of a financial instrument is first recognized and to recognize lifetime expected credit
losses when the credit risk on the financial instrument has increased significantly. The standard is effective for annual periods beginning on or after
January 1, 2018. The Credit Union is in the process of evaluating the impact of the new standard.

There are no other IFRS standards or IFRIC interpretations that are not yet effective that would be expected to have a material impact on the Credit
Union’s future financial statements.

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Credit Union makes estimates and assumptions about the future that affect the reported amounts of assets and liabilities. Estimates and judgments
are continually evaluated based on historical experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. In the future, actual experience may differ from these estimates and assumptions.

JUDGMENTS

Allowance for Loan Losses

In determining whether an impairment loss should be recorded in the consolidated statement of comprehensive income the Credit Union makes
judgment on whether objective evidence of impairment exists individually for financial assets that are individually significant. Where this does not
exist the Credit Union uses its judgment to group member loans with similar credit risk characteristics to allow a collective assessment of the group to
determine any impairment loss.

ESTIMATES

The effect of a change in an accounting estimate is recognized prospectively by including it in comprehensive income in the period of the change, if
the change affects that period only; or in the period of the change and future periods, if the change affects both.

The estimates and assumptions that have a significant risk of causing material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Fair Value of Financial Instruments

The Credit Union determines the fair value of financial instruments that are not quoted in an active market, using valuation techniques. Those techniques
are significantly affected by the assumptions used, including discount rate and estimates of future cash flows. In that regard, the derived fair value
estimates cannot always be substantiated by comparison with independent markets and, in many cases, may not be capable of being realized immediately.

Allowance for Loan Losses

In determining the collective loan loss provision Management uses estimates based on historical loss experience for assets with similar credit risk
characteristics and objective evidence of impairment. Further details on the estimates used to determine the allowance for impaired loans collective
provision are provided in Note 6.

