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AGENDA

1.Call to Order

2.Moment of Silence in Memory of Deceased Members
3.Determination of Quorum
4.Approval of Agenda
5.Approval of November 10, 2020 AGM Minutes
6.Election of Directors
7.Reports
a.Chair and General Manager’s Joint Report
b.Auditor’'s Report and Financial Statements
c.Audit Committee Report
d.Credit Committee Report
8.Appointment of Auditors
9.New Business

10.Adjournment
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ANNUAL GENERAL MEETING

AGM Minutes 2020

84th iNova Credit Union Virtual Annual General Meeting
Tuesday, November 10, 2020 at 6:00 pm

1. Opening Remarks - Kelly Bray and Gina Green reviewed the procedures for the virtual meeting.

2. Quorum - Gina Green and Kelly Bray confirmed there were 18 members in attendance therefore a
quorum was established.

3. Call to Order - At 6:01 the meeting was called to order by Wayne Pace, Chair of the Board of Directors.

4. Moment of Silence - Wayne Pace asked that a moment of silence be observed in memory of our
members who had passed away in 2019.

5. Adoption of Agenda — Wayne Pace asked that the Agenda for the 84th Annual General Meeting be
adopted as presented.

Motion 19-01: It was moved by Kaylon Fraser, seconded by Shaun Carvery, that the agenda for the 84th
Annual General Meeting be adopted as presented. Carried

6. Approval of the 83rd AGM Meeting Minutes - Minutes were reviewed from the 83rd Annual General
Meeting held April 17, 2019 which were made available to the members.

Motion 19-02: It was moved by Mike Ansari, seconded by Shaun Carvery, that the minutes of the 83nd
Annual General Meeting be approved. Carried

7. Nomination Committee Report — Karla MacKeen presented the Nomination Committee Report. A call
for nominations was posted in the branch and on our website for a period of 30 days. 3 members were
nominated for the 3 vacancies. Wayne Pace, Mitchell Wells and Erin Hancock were elected by
acclamation.

Motion 19-03: It was moved by Aimee Semel, seconded by Justin Sampson, that the Nomination
Committee Report be accepted. Carried

8. Chair and General Managers Report — Wayne Pace and Karla MacKeen presented their joint report.
Highlights in 2019 included continued asset, loan and deposit growth and the amalgamation with
Electragas Credit Union. There is significant system implementation and change on the horizon with new
digital services and enhanced cyber security.

Motion 19-04: It was moved by Thomas Redden, seconded by Erin Hancock, that the Chair and General
Managers Report be accepted. Carried

9. External Auditors Report - Miles Sweeney, Chartered Accountant for Miles T. Sweeney Inc. reviewed
the Credit Union’s income and expenses, comparing 2018 and 2019. Also reviewed were the statements of
net income, comprehensive income and retained earnings, cash flows for the year end, and notes to the
financial statements, including a summary of significant accounting policies. In summary Miles
highlighted a number of strengths including asset growth to over $37M, an increase in net income from
2018 and equity at 12.5% compared to the 5% required. Current challenges include membership growth
along with interest and other income growth. To improve profitability the Credit Union needs to continue
to manage operating expenses and grow the loan portfolio with quality loans.

Motion 19-05: It was moved by Jayme Melrose, seconded by Erin Hancock, that the External Auditors
Report be accepted. Carried
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10. Audit Committee Report - Mike Ansari, Chair of the Audit Committee presented his report. Mike
reviewed the Committee responsibilities and reported they are confident the Credit Union’s financial
reporting systems and controls are adequate to meet regulatory and statutory requirements. Mike
thanked his fellow committee Dan Welch and Justin Sampson for their contributions over the past year.

Motion 19-06: It was moved by Kaylon Fraser, seconded by Shaun Carvery, that the Audit Committee
Report be accepted. Carried

11. Credit Committee Report - The report gave an overview of the committee’s responsibilities and
stated that the Board was satisfied with the reporting and adherence to policy. Angela thanked her fellow
committee members as well as Thomas Redden who acts as the staff resource.

Motion 19-07: It was moved by Shaun Carvery, seconded by Amy Hazlett, that the Credit Committee
Report be accepted. Carried

12. Appointment of Auditors for 2020 - Mike Ansari, Chair of the Audit Committee recommended the re-
appointment of Miles T. Sweeney Inc. as the auditors for 2020.

Motion 19-08: It was moved by Stephen Parsons, seconded by Chad Fowler, to accept the re-appointment
of Miles T. Sweeney Inc. as the external auditors for 2020 the Credit Committee Report be accepted.

Carried

13. By-Law Changes — Karla MacKeen reviewed the list of by-law changes that the Board of Directors are
recommending to reflect changes to the Credit Union Act which came into effect on July 1st, 2020.

Motion 19-09: It was moved by Stephen Parsons, seconded by Dan Welch, to accept the recommended by-
law changes. Carried

14. New Business — No new business

15. Staff Recognition — Karla MacKeen presented Patricia Ellsworth with her 20-year service award
along with a 10-year service award to Chad Fowler and Aimee Semel.

16. Adjournment — At 6:26 Wayne expressed appreciation to the members and guests attending the
virtual AGM and the staff’s contribution in making the meeting a success and asked for a motion to

adjourn the meeting.

Motion 19-10: It was moved by Kyle Blandin, seconded by Angie Fong, to adjourn the meeting.
Carried

Submitted by

Angela Franklin Wayne Pace
Board Secretary Board Chair
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Chair of the Board of Directors and General Manager's Report

This evening marks our credit union’s 85th annual general meeting. On behalf of the Board of Directors of
iNova Credit Union we are pleased to report on the past year of operations and look ahead to some of the
things on the horizon for next year.

While looking back on 2020, it certainly was a time of great uncertainty and constant adaptation to the changes
a global pandemic brought to our lives.During the height of the pandemic, iNova’s top priority was the health
and well-being of its members and staff. From mid March to June staff began working on a rotational schedule
to mitigate the risk of spread of the virus. Members were encouraged to pay bills online and use the ATM in
lieu of coming into the branch but were admitted entry on a case-by-case basis. Staff were available to assist at
the branch and on the phone when needed and we are proud of how the organization adapted to being
available to the membership while maintaining continuity of service.

Despite the impact of the COVID-19 pandemic on our economy and the disruption to our operations, we are
very pleased with our outcomes in 2020. iNova Credit Union had a successful year recording an operating
profit before taxes of $314,402.0ur total assets increased 31% to $49 million and member deposits grew over
$11 million for a 36% increase for the year. The significant increase in assets and member deposits is mainly
due to funds received for the federal Canadian Emergency Business Account (CEBA) program as well as an
increase in members holding onto their cash. In 2020 we experienced pressure on our financial margin as the
Bank of Canada lowered the prime interest rate resulting in lower interest revenue and investment revenue.
We prudently managed our expenses and decreased our operating costs to end the year on a successful note.

It appears we are continuing on a path of uncertainty and a challenging economic environment. The Bank of
Canada has recently signaled that they intend to keep interest rates at their current low level until the end of
2023, which we expect will continue to impact our profitability. We have yet to see the impact of increased
credit losses as the pandemic continues to impact our economy. There is hope that the launch of the vaccine
program will reveal a light at the end of the tunnel, but in all reality the pandemic is likely to negatively impact
our economy for a considerable period.

2021 will continue to bring significant system implementation and change for iNova Credit Union. Adapting
new digitized technologies to address the needs of our members and to grow iNova have been our key focus
and will continue to be in the years ahead. There are several projects on the horizon that will help us remain
competitive and ensure our long-term success. We plan to expand our digital services with the launch of a new
Digital Account Opening and Lending product, introduce Mobile Wallet as well as a new online banking
platform. With the ever-increasing demand for 24/7 access, these projects are pivotal in bringing digital
transformation capabilities to our members.

On behalf of the Board of Directors and the staff, we wish to thank you for choosing us as your Financial
Institution and for your continued loyalty and dedication to iNova. We look forward to working with all of our
members to provide the guidance and advice needed to make the best financial decisions for each individuals
unique circumstances.

2020 Financial Statements

Miles Sweeney, Chartered Accountant for Miles T. Sweeney Inc. reviewed the Credit Union’s income and
expenses, comparing 2018 and 2019. Also reviewed were the statements of net income, comprehensive income
and retained earnings, and cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies. In summary Miles highlighted a number of strengths
including asset growth to over $37M, net income increased from 2018 and equity is at 12.5% compared to the
5% required. Current challenges include membership growth along with interest and other income growth. To
improve profitability the Credit Union needs to continue to manage operating expenses and grow the loan
portfolio with quality loans.

See attached report below:
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INDEPEMDENT AUDITOR'S REPORT

To the Directors of
iMova Credit Union Limited

Opinion

We have audited the financial statements of iNova Credit Union Limited (the "Credit Union®), which
comprise the statemeant of financial position as at Decembar 31, 2020, and the statements of
comprehensive income and retained eamnings, and cash flows for the year then endad, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Credit Union as at December 31, 2020, and its results of operations and its cash flows for
the year then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Qur
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Statemeants section of our report. We are independent of the Credit Union In accordance with
the ethical requirements that are relevant to our audit of the financial statements in Canada, and we have
fulfilled our other ethical responsibilities in accordance with these requirements, We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion,

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair prasentation of the financial statemants in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary o enable the preparation of financial statements that are free from material
misstatement, whather due to fraud or error,

In preparing the financial statements, management is responsible for assessing the Credit Union's ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concarn basis of accounting unless management either intends to liquidate the Credit Union or to
caase operations, or has no realistic altemative but to do so.

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

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whather the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that indudes
our opinion. Reasonable assurance is a high level of assurance, bul is not a guarantee that an audit
conducted in accordance with Canadian generally accepted audiing standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considersd material if,
individually or in the aggragate, they could reasonably be expected to Influence the economic decisions of
users taken on the basis of these financial statements. As part of an audit in accordance with Canadian
generally accepted auditing standards, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

] Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from efrer, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
intermal contral,
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. Obtain an understanding of intermal control relevant to the audit in order to design sudit procedures
that are appropriate in the circumstances, but nat for the purpose of expressing an opinlon on the
effectiveness of the Credit Unlon's intermal control.

. Evalugte the appropriatensss of accounting pelicies used and the reascnableness of accounting
estimates and related disclosuras made by management.
] Conclude on the apprepriataness of management's use of the going concern basis of aceounting

and, based on the audit evidence obtained, whather a material uncertainty exisls related to events
of conditions that may cast significant doubt on the Credit Union's ability to continue as & going
cancem. If we conclude that s material uncertainty exists, we are required to draw attention in our
audilor's report (o the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinicn. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Credit Union to
cease io continue as a going concem,

. Evaluate the overall presentation, structure and content of the financial stalerments, including the
disclasures, and whether the financial statements represent the underying transactions and events
im & manner that achievas fair prasentation.

We cormmunicate with these charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any sianifi deficiencies In internal control

that we identify during our audit. \/
#
Chart rofessi

Dartmouth, Mova Scotia | Accountants
March 1, 2021
iNova Credit Union Limited
STATEMENT OF FINANCIAL POSITION
December 31 2020 2019
Assets
Cash resources (Mote 6) $ 16,135,794 $ 5087263
Accrued receivables (Mote B} 55,069 6,399
Income taxes receivabla 30,243 -
Prepaid expenses 23,738 25,500
Members' loans (Note T7) 30,809,658 30,285,174
Long-tarm investments (Note 9) 890,676 751,874
Capital assets (Note 10) 307,880 331,222
Right-of-use asset - bullding (Mote 18) 849,209 524,604
549102267  § 37,412,126
Liabilities
Payables and accruals 8 63,496 ¥ 63,626
Patronage rabate payable - -
Members' deposits (Mote 11) 43,007,833 31,559,268
Deposit interest payable 119,663 139,844
Income taxes payable - 13,223
Deferred income taxes (Note 13) 10,024 9,920
Lease liability (Mola 19) B78.345 240,800
44 079,361 32 726,681
Members' equity
Membears' shares (Mote 12) 81,007 90,432
Contributed surplus (Note 21) 35,752 -
Retained sarnings 4,906,147 4585013
5.022.906 4.685.445

$_49,102,267 5 37412, 126

Approved by the Board

VISGA. . .- Diector "~ Director

g

(See accompanying notes to the financial statements)
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iNova Credit Union Limited

STATEMENTS OF COMPREHENSIVE INCOME AND RETAINED EARNINGS

% of %% of
Year ended December 31 2020 Income 2019 Income
Income
Loan interest $ 1,312,505 T0.6 § 1,423,744 43
trvestment income 152.527 8.2 156,198 8.2
1,465,032 78.8 1,578,542 B2.5
Interest expenses

Distributions to members:;

Interast on dapasits 292 635 15.7 306,950 16.0
Financial margin 1,172,397 63.1 1272952 66.5
Other income

Discretionary rebate Income 3T, 834 2.0 3,135 0.2
Revenue from contracts (Mote 18) 37,973 174 315,840 16.5
Other 37.846 2.0 16,729 0.8
393,653 2141 335,704 17.6
Income before operating expenses 1,566,050 84.2 1.608.656 84.1
Operating expenses
Administrative [see schedula) 255,700 13.6 283,041 14.7
Amortization of capital assets 110,575 59 112,820 5.9
Cantral service charges 120,444 6.5 114,365 6.0
Oecupancy (see schadule) 105,550 4.0 102,511 3.6
Salaries, benefits, contracted services 584,115 N4 663,877 M7
Deposit insurance 30,083 1.6 27322 1.4
Loan impairment losses 41,933 2.3 0.6
Total operating expenses __ 1,248 440 65.3 1315824 66.9
Loss on capital asset disposal 2,908 18.9 - 17.2
Income before provision for income taxes 314,702 15.9 283 B32 17.2
Provision for income taxes (Nobe 13)
Currant 3,464 0.2 33,698 1.8
Future (recovery) 104 - (6, 962) {0.4)
3,568 0.2 26, T30 1.4
Mot Income and comprahensive income 311,134 18.7 266 096 15.8
Retained warnings, beginning 4,595 013 4,328 917
Mat income and comprehensive income 311.134 286,096
Retained earnings, ending $__ 4906147 §__4.505013

(See accompanying notes to the financial statements)
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iNova Credit Union Limited
STATEMENT OF CASH FLOWS
Year ended December 31 2020 2019
Cash generated from {used in) operating activities
Loan interest racelyved $ 1,314,076 $ 1418816
Investment income received 150,928 160,972
Cithear income receivead 37,846 16,729
Rebates received 1,009 3,135
Revenue from contracts received 317,973 315,840
Increase (decrease) in members' deposits 11,448,565 1,179,377
Bad loans recovered 25,401 4 207
Interest paid on members' deposits (312.816) (256,795)
Increase in members’ Ioans (603,888) (1,665,173)
Patronage rebate paid - (66,384)
Payments 1o suppliers (514,242) (580,383)
Faymenis to employees (562,194) (B63,877T)
Income taxes paid —(16.356)
11,235,728 {149,802)
Cash generated from {used in) investing activities
Furchase of investments (138,802) 4,773)
Purchase of capital assets {14.657) {5,605)
(153.459) {10,378}
iCash generated from (used in) financing activities
Principal payments on lease liability (62,455) {59,379)
Proceeds from issue of shares (net of redemptions) 28,717 41,280
(33,738) {18,089}
Met increase (decrease) in cash flows 11,048,531 (178,358)
iCash and cash equivalents, beginning of year 5,087,263 5,265,622
Cash and cash equivalents, end of year (Note 6) $ 16,135,794 $ 5,087,263

(See accompanying notes to the financial statements)
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iNova Credit Union Limited
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

1. REPORTING ENTITY

iNova Credit Union Limited (the "Credit Union"} is incorporated under the Nova Scotia Companies Act. The
operation of the Credit Union is subject to the Nova Scotia Credit Union Act. Products and services offered
to ite members include loans, mortgages, chequing and savings accounts, MasterCards, RRSP's, term
deposits, online and telephone banking and financial planning. The Cradit Union is located at 8150 Almen
Street, Halifax, Nova Scotia.

On March 1, 2021, the Credit Union's Board of Directors approved and authorized for issue the financial
statements for the year ended December 31, 2020,

2. NEW ACCOUNTING STANDARDS MOT YET EFFECTIVE
{FRS 1T - Insuwrance Confracts

IFRS 17 was issued in May 2017 and establishes recognition, measuremeant, presentation and disclosure
requiremants of insurance contracts. The objective of IFRS 17 s to ensure that an entity provides ralevant
information that faithfully represents those contracts, This information gives a basis for users of financial
gtalements lo assass the effect that insurance contracts have on the entity's financial position, financial
performance and cash flows, The standard |s effective for annual periods beginning on or after January 1,
2023,

The Credit Unlon is evaluating the potential impact of this new standard on its financial statements; the
impact is not known at this time.

E BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS).

Baszls of measuremant

Thess financial statements were prepared under the historical cost principal using a geing concem basis,
with the exception of available-for-sale financial assets which have been measured at fair value.

Fumctional curmeney

Thesa stalements are denominated in Canadian dollars which is the Credit Unlon's functional currency.
Critical accounting estimates and judgments

The preparation of financial statements in conformity with IFRS reguires the use of certain critical
accounting estimates. It also requires management o exercise Iis judgment in the process of applying the
Credit Union's accounting policies. Changes in assumptions may have a significant impact on the financial
siatement in the year the assumptions changed.

Significant estimates made in the preparation of these financial statements include, but are not limited to
the following areas, with further information contained in the applicable accounting policy note.
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iNova Credit Union Limited
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

3. BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE (Continued)
. Measurament of the expected credit loss (ECL) allowance

The Credit Union reviews its loan portfolio to assess the ECL allowance for loans at least on a
quarterly basis. The measurement of the ECL allowance for financial assets measured at amortized
cost and fair value through other comprehensive income (FVTOCI) is an area that requires the use of
madals and significant assumptions about future economic conditions and credit behaviour  &.g. the
likefihood of members defaulting and resulting losses). Explanation of the inputs, assumptions and
astimation techniques used in measuring ECL is further detailed in Note 4.

A number of signficant judgments are alse required in applying the accounting requirements for
measuring ECL, such as:

« Determining criteria for significant increasa in credit risk;

= Choosing appropriate models and assumptions for the measurement of ECL; and

« Establishing groups of similar financial assets for the purpesa of measuring ECL.

The judgments, inputs, methodology and assumptions used for estimating the ECL allowance are
reviewsd regularly to reduce any differences batween loss esfimates and aclual loss experience.

. Fair value of available-for-sale securities

Tha fair values of available-for-sale securities where no active market exists or whera quoted prices
are not otherwise avallable are determined by wsing valuation techrigues. In each instanca,
management has reviewed the allributes of its investments and determinad that fair value was
liguidation value for each investment as there is no ability lo otherwise sell the investmants.
Management alse determined that liguidation value approximated historical cost

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivatsnts

Cash and cash equivalents include cash on hand, and short-term highly liquid securities which are readily
convertible into known amounts of cash, The Credit Unien considers securities with original maturities of
three months or less as meseting the definition of convertible to known amounts of cash,

Members' loans and foreciosed assels

Members' lpans are initially measurad at fair value, net of loan origination fees and inclusive of transaction
costs incurred, Members' loans are subsequently measured st amortized cost, using the effective interest
rate method, less any impairment lossas,

Members' loans are reported at thelr recoverable amount representing the aggregate amount of principal,
l2ss any allowance or provision for impaired loans plus accrued interest. Interest is accounted for on the
accrual basis for all loans.

Real estate held for resale is camied at the lower of the amorized cost of the loan or mortgages foreclosad,
adjusled lor revenues received and cost incurred subseguent to foreclosure and the estimated net proceeds
from the sale of assets.
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iNova Credit Union Limited
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Allowance for impaired loans

The Credit Union recognizes a loss allowancs for the expected credit losses associated with its membars’
loans. Expected credit losses are measured to reflect the probability-weighted amount, the time value of
money, and reasonable and supportable infarmation regarding past events, current conditions and forecasts
of future economic conditions.

The Credit Union records a loss allowance equal to the expected cradit losses resulting from default events
that are possible within the next 12-maonth perlod, unless there has been a significant increase in credit risk
since initial recognition. For those members’ loans for which the Credit Union assessed that a significant
increase in cradit risk has eccured, the Credit Union records & loss allowance equal to the expected credit
Insses rasulting from all possible default events over tha assals' contractual lifetime.

The Credit Union assesses at each balance sheet date whether thera is objective evidence that a mambers'
loan or group of members' loans is impalred. A members’ lcan or group of members' loans is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or more
events that occured afler the initial recognition of the members' loan (a “loss event”) and that loss event
{events) has an impact on the estimated future cash flows of the members’ loan or group of members' loans
that can be reliably estimated,

The criteria the Credit Union uses to determine whether thers 15 objective evidence of an impairment loss
includes:

« Delinguency in contractual payments of principal or interest

« Cash flow difficulties experienced by the member;

« Bresch of loan covenants or conditions,

« Initiation of bankrupicy proceedings;

» Deteroration of the member's competitive position; and

s Deteroration in the fair value of collateral,

For members' loans assessed as credil-impaired at the reporting date, the Credit Union continues to
recognize a loss allowance equal to lifetime expected credit logses. Loss aliowances for expected credit
losses are deducted from the gross carrying amount of the members' loans in the statement of financial

paosition.

Members' loans are written off when the Credit Union has no reasonable expectation of recovering all or any
paortion thereof.,

Revenue racognition

Interest on loans and advances is recognized on an accrual basis using the effective inferast rate method.
Fevenue from the provision of services is recognized whan @arned and the ability to collect is reascnably
assurad.

Contracts with members have performance obligations as set out in the contract. Revenue is recognized
when the performance obligations have been met and collection is reasonably assured.

Members’ deposits
All members' deposits are inllially recognized at fair valua, net of any transaction costs directly attributable
to the iszuance of the instrument. Members’ deposits are subseguently measured al amortized cost, using

the affactive interest rate method.

Financial assefs and financlal fabflities (financial Instruments)
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iNova Credit Union Limited

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

4. SUMMARY OF SIGHNIFICANT ACCOUNTING POLICIES {Continued)
Contractual cash flow assessment

The cash flows of financial assels are assessed as to whether they are solely payments of principal and
interast on the basie of their contractual terms. For this purpose, “principal” is defined as tha fair value of the
financial asset on initial recognition. *Interest” is defined as considaration for the time value of money, the
credit risk associated with the principal amount oulstanding, and other basic lending risks and costs. In
performing this assessment, the Credit Union considers factors that would aiter the timing amount of cash
flows such as prepayment and extension features, larms that might limit the Credit Union's claim to cash
flows, and any features that modify consideration for the time value of monay.

Reclassifications

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

Derecognition of financial assets

A financial asset is derecognized when the contractual rights to the cash flows from the asget have expired,
or the Credit Union fransfers the contractual rights to receive the cash flows from the asset, or has assumed
an obligation to pay those cash flows to a third party and the Credit Union has transferred all the risks and
rewards of ownership of the asset to a third party.

Financial iabilities

The Cradit Union recognizes financial liabilities when it becomes party 1o the contractual provisions of the
instrument. At initigl recognition, the Credit Union measures all financial liabilities at fair value plus
transaction costs that are directly attributable to their issuance, with the exception of financial liabilities
subseguently measured al fair value through profit or loss for which transaction costs are immediately
recorded in profit or loss.

Subsequent to initial recognition, all financial liabilities are measured at amortized cost using the effective
interest rale method. Interast, gains and losses related a financial Eability are recognized in profit and loss.

A financial liability s derecognized when the obligation under the liability is discharged, cancelled or
expires.

The Credit Union has classified its financial Instruments as follows;

FIMNAMCIAL ASSET/LIABILITY CLASSIFICATION SUBSEQUENT MEASUREMENT
Cash resources Amortized cost Amortized cost

Depositz with Atlantic Ceniral Amortized cost Amortized cost

Long term investments FVOC FVOCH

Members' loans (inc. accrued interest) and

rebalas racalvabla Amaortized cost Amortized cost

Members' deposits (inc. accrued interest),
borrowings and payables Amaortized cost Amartized cost
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iNova Credit Union Limited
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [Continued)
Financial assels

The Credit Union recognizes financial assets when it becomes party to the contractual provisions of the
instrument. Financial assats ars measurad initially at their fair value plus transaction costs that are direcity
attributable to thelr acquisition. Transaction costs attributable fo the acquisition of financial assets
subsequently measured at fair value through profit and loss (FYTPL) are expensed in profit and loss when
incurred.

On initial recognition, financial assets are classified and subsequently measured at amortized cost, FVOCI
or FYTPL. The Credit Union determines the classification of its financial assets, including any denvatives,
based on the business model for managing the financial assets and their contractual cash flow
characteristics.

Db instruments are classified as follows:

« Amortized cost - assets that are held for collection of contractual cash flows where those cash flows are
solaly payments of principal and Interest are measured at amortized cost, Interest revenue is calculated
using the effective interest method and gains or losses arising from impalment, foreign exchangs and
derecognition are recognized in profit and loss.

»  FVOCI - assets that are held for collection of contractual cash flows and for selling the financial assets,
and for which the contractual cash flows are solely payments of principal and interest, are measured at
FWVOCI, Interest income calculated using the effective interest method and gains or lossas arising from
impairment and forelan exchange are recognized in profit or loss, All other changes in the camying
amount of the financial asset are recognized in other comprahensive income. Upon derecognition, the
cumulative gain or loss previously recognized in other comprehensive income is reclassified lo profit
and loss.

«  Mandatory FVTPL - assels that do not meat the criteria to be measured at amortized cost, or FVOCI,
are measured at FVTPL. Al interest income and changes in the financial assets’ carmying amount are
recognized in profit or loss,

+ Designated FVTPL - on initial recognition, the Credit Union may Irrevocably designate a financial assel
to be measured at FVTPL in order to eliminate or significantly reduce an accounting mismatch that
wolld otherwise arlzs from measuring the assets or ligbilities or recognizing the gaing and losses on
them, on different bases. All interest income and changes in the financial assets' carrying amount are
recognized in profit or loss,

Tha Cradit Union measures equity instruments gt FVTPL, except where the Credit Union has imevocably
elected on inifial recognition to present in other comprehensive income the fair value gains and losses of an
equity instrument that iz neither held for trading purpeses nor contingent conslderation acquired in a
business combination. In such cases, the cumulative gains and losses recognized in ofher comprahensive
income are not reclassified to profit or loss on derecognition of the investmeant

Business model assessment

The Credit Linion assesses the objective of its business model for holding a financial asset at a level of
aggregation which best reflects the way in which the business is managed and information is provided to
management, Information considered in this assessment includes stated policies and objectives and how
performance of the porifolio is evaluated.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital assets

Capital assets are recorded at cost. Amortization is based on their estimated useful life using the foflowing
rates and tarms:

Right-of-use assets sirsight-ine term of lease plus two renewal tarms
Leasehold improvements straight-line term of lease plus two renewal terms
Furpiture & equipment declining balance 20%
Computer eguipment declining balance 33%
Vallls declining balance 10%
Sign declining balance 20%
Residual values and useful lives are reviswsd al the end of each repoding period and adjusted if
appropriate.
Leases

A contract i, or contains, a lease if the contract conveys the right 1o control the use of an identified assal for
a period of time in exchange for consideralion,

At the commencement date of a leasa, the Credit Union recognizes a right-of-usa assat and a lease liability
in the Statement of Financial Position. The lease liability is inltially measured at the present value of lease
payments that ara not paid at that date.

The righl-of-use asset iz measured at cost. The cost of a right-of-use assel is comprized of:

« the amount of the initial measurement of the lease liability;

« any lease paymenis made at or before the commencemeant date, less any lease incentives received;
= any initial direct costs incurred by the lesses; and

» an estimate of any dismantling and sile resloration costs to be incurred by the lessee,

After the commencement date, the lease llabllity is measured by:

» Increaging the carrying amount to reflect interest on the leass fiability;

« reducing the camying amount to reflect the lease payments made;

» remeasuring the carrying amount to reflect any reassessment or lzase modifications.

The right-of-use asset is subsequently measurad at cost:
» less any accumulated depreciation and any accumulated impairment losses; and
+ adjusted for any remeasurement of the lease liability.

Ineome faxes

Incomae tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in net
income excepl to the extent that it relates to items recognized directly in equity or in other comprehensive
income.

Current income taxes are recognized for the estimaled income laxes payable or receivable on taxable
income or loss for the current year and any adjustment to income taxes payable in respact of previous
years. Current income taxes are measured at the amount expected to be recovered or paid to the Canada
Revenue Agency. This amount is determined wsing tax rates and {ax laws that have been enacted or
substantively enacted by the year-and date.



AGM PAGE 14

iNova Credit Union Limited
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Defered lax assats and labilliies are recognized where the cammying value of an assel or liability differs
from its tax base. Recognition of deferred taxes for unused tax losses, tax credits and deductible temparary
diffarences iz restricted to those instances whers it is probable that fulure taxable profit will be available
which allow the deferred tax asset o be ulilized. Deferred tax assets are reviewed at each reporting date
and are raduced to the extent that it is no longer probabie that the related tax banafit will be realized.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business. Trade peyables are classified as current labllities if payment is due within ons year or less.
Trade payables are recognized at historical cost which is a reasonable estimate of fair value.

Cash flow statement
The cash flow statement is prepared using the direct method.
Shares

Savings shares, which are included In members’ deposits, are in practice withdrawable on demand,
Common shares and surplus shares, which are classified as equity, represent a residual interest in the
equity of the Credit Union. They are not covered by deposit insurance, Common shares are redeemable
upan raquest of the member and approval of the directors.

Dividends fo members

Provision for dividends on savings shares represants the amount recommended by the Board of Directors,
The recommendad dividend is included in the staterment of financial position as an accrued Hability wnder
payables and accruals. In the statement of comprehensive income, thesa dividends are deducted as an
expensa under interest and loan related expanses in determining net income for the year,

Forsign currency fransiabion

Agsats and liabilities which are denominated in foreign currencies (US dollars) are translated al tha
exchange rate prevalling at the year end date, Revenues and expenses denominated in foreign currencies
are franstated at the exchange rate prevailing on the transaction date, Exchangs differences are charged or
credited 10 income.

Employee future benefit plans

Tha Credit Union uses defined contribution accounting for its Canadian Credit Union Employees Pension
Plar.

5. MNATURE AND EXTENT OF RISKS ARISING FROM FINANCIAL INSTRUMENTS

The Board of Directors has overall responsibility for the determination of the Credit Union's risk
managemeant objectives and policies and, while retaining ultimate responsibility for them, it has delegated
the authority for designing and operating processes that ensure effective implamentation of the objectives
and policies of the Credit Union's finance function. The Board of Directors receives guartery reports from
the general manager through which it reviews the effectivenass of the processes putin place and the
approprigteness of the objectives and policies it sets.
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5, MNATURE AND EXTENT OF RISKS ARISING FROM FINAMCIAL INSTRUMENTS (Continued)
The following are the significant risks that the Credit Union is exposed to through its financial instruments.
Cradit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing o discharge an obligation.

Providing credit facilities to qualified members is one of the Credit Union’s primary sources of earnings and
is the area whare the Credil Union is exposed to the most significant risk. Approval of these facilities is
based on the members' ability to repay principal and interest over the term of the facility which is
delermined by following Board approved policies and procedures, which include assessing the members’
credit history, character, collateral and debt servicing capacity.

In addition, the Credit Union provides to Its employeas comprehensive training to ensure compliance with
Credit Union lending policies and procedures. As well, formal policies governing approval of credit facilities
including acceptable risk assessment and security requirements are in place.

Overdua loan accounts, or lending delinquency, is clasaly monitored and reporiad to senior management on
a timely and frequent basis to ensure that all allowances for potential loan losses are adeguately provided
for and writhen off whan collection efforts have been exhausted. Credit risk is mitigated primarily by the
nature and quality of the underlying security as prescribed by the Credit Union's lending agresments,

The Credit Union's loan portfolio is focused in two main areas; consumer loans and mortgages, and
commercial loans, the latter to small and mid-size companies. Commercial loans to larger companies are
available through a syndication process with other Credit Unions in order to appropriately mitigate the Cradit
Union's credit risk, Consumer morigages are made available on a conventional basis up to eighty percent of
the appraised value of a residential property with all mordgages in excess of that amount being insured
through a third party, for example Canada Mortgage and Heusing Corporaftion or Genworth Financial
Corporation, Other credit faciliies provided include personal overdrafls, and MasterCard accounts that have
mo recourse to the Credit Union.

The Credit Union uses the expected loss model to record an allowance against members’ loans. The
allowanca |s broken into three stages. Stage 1 containg all loans that are not delinguent and do not have
any known additional risk. Stage 2 contains all loans delinguent between 31 and 80 days, and any loan that
has been azsessed to have additional risk. Stage 3 contains all loans delinguent over B0 days, bankruplcy,
and foreclosure, Each stage is broken down inte pools of members' loans that have similar risk
characteristics. The probability of default, risk adjustment and loss given defaull are used to determined the
expected cradit loss for each pool of members’ loans.

The loss allowances for financial assets are based on assumptions about risk of default and expected loss
rates. The Credit Union uses judgment in making these assumptions and salecting the inputs to the
impainment calculation, baged on the Cradit Union's past history, existing market conditions as well as
forward looking estimates at the end of each reporting pariod.

The Cradit Union’s maximum exposure to cradit risk at the reporing date was:

2020 2019
Cash resources £ 16135734 § G50B7263
Members' loans _30,808,658 30,285 174

$_ 46845452 3 35372437

—tm———le—m ek
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5. MATURE AND EXTEMNT OF RISKS ARISING FROM FINANCIAL INSTRUMEMNTS (Continued)
Intarest rate risk

interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Credit Union is exposed to this risk through traditional
banking activities, such as deposit taking and lending. Tha Credit Union’s goal is 1o manage the Interest rate
risk of tha staterment of financial position to a targst level. The Credit Union continually monitors the
effectiveness of its interest rate mitigation activities.

Interest rate sensitivity

The Credit Union's major source of Income is the financial margin betwesen the incomea sarnmed on
investments and loans to members, and the interest paid on their deposits. The objective of "interest rate
sensitivity” management s to keep interest sensitive assets and interest sensilive liabilities in balance by
amount and term to maturity, thus monitoring fluctuations of income during periods of changing interest
ralas,

The following schedule shows the Credit Union's sensitivity to interest rate changes. Amounts with floating
rates due or payable on demand are classified as maturing in the first three months, regardless of maturity,
A significant amount of loans can be settied before maturlty without penalty, on mortgages and deposits a
panalty will be levied. Mo adjustments have besn made for repayments that may ocour prior to maturity.
Amounts that are not interest sensitive have bean grouped together, regardless of maturity.

Weighted

Average Net Asset
Expected Repricing Interest Rate Assets Liabilities  Liability Mismatch
or Maturity Date Assets  Liabilities (000"s) (000's) {000's)
0t 3 months 2.50 32 $ 17,008 5 25520 8 (8.912)
4 to 6 months 218 1.90 2,400 1,188 1,202
7 to 9 months 222 1.61 23717 1,551 B25
10 10 12 months 1.73 0.98 4,464 1.431 3033
110 2 years 343 1.93 4,918 2,089 2,849
2 o 3 vears 285 1.92 8,115 1,023 7092
Jto 4 yaars 4.25 2.95 3,236 872 2,364
4 o 5 years 3.72 2.35 5,845 393 5.552
Owver 5 years 5.87 n/a ar2 - ar2
Mot interest sensitive nia n'a 237 15015 {14.778)

3 49.072 § 49072 % =

Interest sensitive assets and liabilities cannot nomally be perfectly matched by amount and term to
maturity. One of the roles of a credit union is to intermediate between the expectations of borrowers and
depositors. As & matter of policy, the Credit Union will limit the shor term expasure to a maximum of a
negative 2% of the Credit Union’s assets, based on a 1% fluctuation in interest rates.

Foraign axchange risk

The Credit Union's foreign exchange risk iz related to United States dollar deposits and cash on hand
denominated in United States dollars, At year end, the Cradit Union’s holdings in foreign currency ware
0.64% (2019 - 0.56%) of the total members” deposits portfolio.

The Credit Union limits its exposure to foreign exchange risk by maintaining only minimal levels of US
daollar deposits and cash on hand.
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5. MATURE AMD EXTENT OF RISKS ARISING FROM FINAMCIAL INSTRUMEMNTS (Continued)

There have been no significant changes from the previous year in the exposurs to foreign exchange risk or
procedures used 1o limit the risk.

Liquidity risk

Liguidity risk is the risk that the Credit Union will encounter difficulty in meeting obligations associated with
financial liabilities as they come due. Liguidity risk is inherent in any financial institution and could result
from entity level circumstances andlor market events.

The Credit Union's liquidity management framework is designed to ensure that adequale sources of reliable
and cost effective cash or its equivalents ars continually available to satisfy its current and prospective
financial commitments under normal and contemplated stress conditions,

The Credit Union is reguired to maintain 10% of members deposits in liquid investmeants of which 80% must
be held with Allantic Central Credit Union, The Credit Union was in compliance with this requirement at
December 31, 2020,

The Credit Union manages liguidity risk by,

. Continuously monitoring actual daily cash flows and longer term forecasted cesh fiows;

. Monitoring the maturity profiles of financial assets and liabilities;

. Meaintalning adequate reserves, liquidity support facilities and reserve borrowing facilities; and
. Monitoring the liquidity ratios monthly.

The Board of Directors receives quartery liquidity reports as well as information regarding cash balances in
order for it to monitor the Cradit Unlon's liquidity framework. The Cradit Union was in compliance with the
liquidity requirements throughout the year.

The Cradit Union’s maximum axposure b liquidity risk at the reporting date was:

2020 2019

Liquid assels % 16,600,084 % 5459013
Required liquidity 4,300,783 1
Excess liquidity $_12,200.301 §__2.313,088
Liquid assets comprisa:

Cash held at Atlantic Central % 1,526,344 § 431,513

Liguidity and shor-larm deposits hald at Atlantic

Central 14,609,450 4 655,750
Shares held at Atlantic Central 464,290 384,750

$_16.600,084 §__ 5469013

PAGE 17

G. CASH RESOURCES

2020 2019
Cash on hand and in current account $ 1526344 § 431,513
Allantic Cantral Daposits (Market value = cost) _14,608. 450 4,655,750

% 16135794 §_ 5087 263

[ ]
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7. MEMEERS" LOANS

Loans by purpose

2020 2018
Consumer loans $ 9327657 § B8.770439
Consumer lines of credit 2,371,947 3,088 BEE
Consumer mortgages 12,605,314 12,170,991
Commercial loans 4,121,542 3,485 453
Commercial lines of credit T40,589 1,053,748
Commerzial morigages 957,933 1,047 949
Commercial loans - participation 785,918 744 308
Crwvardralts 4,718 6,495

30,955,618 30,378,248

Accrued interest 47 732

31,001,780 30,425,981
Less : Allowance for impaired loans 192,122 1440 807
Net loans $_30.809.658 5 30285174

Members' loans can have either variable or fixed rates of interest and they mature within 1 month to 5
years. The rates offered to members are determined by the type of security offered, the members” cradit
wiarthiness, competition from other lenders and the current prime rate.

Comrmarical inans that are not subject to & government guarantes are secured by collateral ranging from
specific assets fo a general security agreement or personal guarantee. Consumer loans also are sacured by
collateral such as vehicles, investments and property.

Syndicated lpans consist of commercial mofgages maturing within five years and secured by commercial
property. The Credit Union receives monthly amounts from the loan administrators which represent blended
payments of principal and interest equal to its percentage interests in the loans, less an administration fee.

Members' loans frem morigage pools eam interest at 2.87% to 7.99%. The Credit Union recaives monthly
amounts from the loan administrators which represent blended payments of principal and interest equal to
its percantage interests in the loans, less an administration fee. The loan pools are comprised of
conventional residential mortgages maturing within five years and secured by residential property.

2020 2019
Maturity analysis:
Scheduled for repayment:
Cwerdrafts and line of credit facilities § 3117400 § 4,149,400
Within ona year 4,466,200 4 894 000
Omne o three years 10,355,900 8,152,600
Ower three years 13,016,118 13,182,249

$_30,955,618 §_30,378.249

Allowance for impaired loans

Assessment of credit nisk

Members' loans are assessed at each reporting date for a significant increase in credit risk since initial
recognition. This assessment considers changes in the risk of a default occuring at the reporting date as
compared to the date of initial recognition.

The Credit Linion conslders mambers’ loans to be in default when contractual payments ane more than 90
days past due or other objective evidence of impairment exists,
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[f MEMEERS" LOANS (Continued)

Changes in credit risk are assessed on the basis of the risk that a default will occur over the contractual
litetime of the members' loan rather than based on changes in the amount of expecied credit losses or other
factors. The Cradit Union takes into account all reasonable and supporiable information, including forward-
looking information, avallable without undue cost or effort in making this assassment. The Credit Union
considers past due information of its balances and information about the borrower available through regular
commarcial dealings, such as requests for loan modifications,

Members' loans with an acceptable credit risk consistent with that upon origination of the loan are
considered to be Stage 1. The credit sk of a loan is deemed to have significantly increased sinca initial
recognition when contractual payments have exceeded 30 days past due, or other informaticn becomes
available to management (g.g., through tha course of regular credit reviews, communication with the
borrower or forecasting processes which consider macroeconomic conditions expected to have a future
impact on borrowers, such as the COVID-19 pandemic). The increase in credil risk designates the loan to be

Stage Z.

The Credit Union identifies credit-impairad mambers' loans through regular review of past due balances and
credit assessment of its customers. Loans greater than 90 days past due are considered credit impaired.
Credit impaired |loans are classified as Stage 3.

Measuremeant of expecied credll losses

Tha Credit Union measures expected credit losses of members' loans receivable on a group basis, These
assets are grouped on the basts of their shared credit risk characteristics such as loan type (residential
mortgages, commercial mortgages, other secured loans or non-secured loans). Otherwise, expected credit
losses are measured on an individual basis.

Forward looking information is incorporated into the determination of expected credit [o%s by considering
regional economic journals and forecasts, collecting Information available from regular commercial dealings
with its customers and other publichy available infermation and considering the effects such information
could have on any assumptions or inputs used in the measurement of expected credit losses, determining
significant increases in credit risk or identifying & credit impatred |oan.

Significant judgements, estimates and assumptions are required when calculating the expected credit losses
of members' ioans. In measuring the 12-month and lifetime expected credit lossas, management makes
assumptions about prepayments, the timing and axtent of missed payments or default events. In addition,
managemeant makes assumptions and estimates about the impact that forward looking information may
have on the historical data used to measure expacted credit losses. The Credit Union has identified
forecasted unemployment rates and prime interest rates to be the most relovant factors, and sccordingly
adjusts the historical loss rates based on expected changes in these factors (e.g. higher unemployment
rates due to COVID-19).

Wirite-affs

hembars' loans are written off when there is no reasonable expectation of recovery, The Cradit Union
assessas that there is no reasonable expectation of recovery when the borrower has filed for bankruptcy and
the trustes has indicated that no additional funds will be paid. Where an assat has bean writlen off but 13 still
subject to enforcament activity, the asset is written off but remains on a list of delinguent accounts, Where
information becomes available indicating the Credit Union will receive funds, such amounts are recognized
at their fair value.

The foliowing tables set out information about the members' loans classified based on the credit quality of
financial assets assessed for impaiment under IFRS 9 for 2019 and 2020. The gross carrying amount of
members' loans represent the maximum exposure to credit risk.
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7. MEMBERS' LOANS (Continued)

Balance at December 31, 2020
Gross carmying amount of members' loans
Loss sllowance

Balance at December 31, 2019
Gross carmying amount of members' loans
Loss allowance

1 Z-mnonith Lifetime ECL  Lifetime ECL

ECL (nat impaired) {impaired) Total
$ 20707840 5 1149348 § 128,430 % 30,955,618
L] 35678 % 52,262 % 104,182 % 192122
% 28975785 § 1312397 § 90,067 § 30,378,249
] 27,081 % 44,007 5 69,719 % 140,807

The following tables explain the changes in the loss allowance between the beginning and end of the year.

Balance at December 31, 2020
Allowance beginning

Recoveries

Write-offs

Transferred from Electragas

Met remeasurement of loss allowanca

Allowanca ending

Balance at December 31, 2019
Allowance baginning

Fecovenes

Write-offs

Net ramaasurement of loss allowance

Allowance ending

The following iz an analysis of loans in arrears based on the age of repaymaents outstanding:

31 to 60 days
61 1o 50 days
91 fo 180 days
Cwer 180 days

Stage 1 Stage 2 Stage 3 Total

] 21,081 % 44007 § 69.719§ 140,807
2,000 - 23,400 25,400
{3,215) . (22.427) {25,642)

- - 9,624 9,624
9.812 8,255 23,856 ___ 41,933

] 35678 § 52262 5___104.182 §___192.122
$ 26,603 % 52900 3% 72,164 5 151,847
- - 4,207 4,207
. - (27,134) {27,134)

368 (8.983) ____ 20.482 i
$____27.081 § 44 007 § 63719 §___ 140,807

2020 2019

3 34,450 % 60,737
50,054 15,842
- 790

54,104 61,411

$ 138617 $ 138,780

Canada Emergency Business Account (CEBA) loans

The Credit Union is participating in the CEBA loan program announced by the government of Canada. As of
December 31, 2020, the Credit Union was administering, on behalf of Export Development Canada, a total
of 54 commerical loans totaling $2,580,000. As these loans do not belong to the Credit Union, they are not

included in these financial statements,
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8. ACCRUED RECEIVABLES

2020 2019
Acernued receivables 5 37863 % 181
Interest receivable 17,206 6,238
5 55,069 § 5,309
9. LONG-TERM INVESTMENTS
2020 20149

Shares in unlistad antities (at cost):
Allantic Central common shares 5 363,290 5 298,750
Atlantic Central provincial shares 101,000 83,000
League Savings and Mortgage Limited 414,316 356,054
League Data Limited - class B preference shanes 11,970 11,970
Hova Scotia Co-operative Council 100 100

$ BODBTEE 751,874

Tha Cradit Linion's long-term equity investments are not held for trading or contingent consideration from a
business combination. Long-tarm equity investments are imevocably measured at FVTOCL. The
investrments do not have a quoted market price in an active market. In each instance, management has
reviewsd the attributes of its investments and determined that fair value was liquidation value for each
investment as there is no ability to otherwise sell the investments. Management also determined that
liquidation value approximates historical cost

10. CAPITAL ASSETS

Leasehold Computer  Fumniture

Improvements  Eguipment & Fixtures Sign Vaul Total
Cost
Balance at January 1, 2018 § 404423 § 32549 5 191,357 § 26450 § 48372 § 703,151
Additions - 5,605 . . - 5,605
Disposals - - - - - -
Balance on December 31, 2019 404,423 38,154 191,357 26,450 48,372  TOB,TS6
Additions - 7,379 7,278 - - 14,657

Disposals - _(30.896) - - - _{30,8096)
Balance on December 31, 2020 § 404423 $_14.637 $ 108635 $_26450 § 48372 $§ 692517

Accumulated depreciation

Balance at January 1, 2019 5120656 F 25,969 § 140413 F 20210 5 23,950 § 340,198
Depraciation expanse 20353 3,103 10,189 1,247 2.442 37334
Disposals - - - - - -

Balance on Decamber 31, 2018 150,009 29072 150,602 21457 26,392 377532
Depreciation expense 20,353 3,390 B, 151 08 2,198 35,080
Disposals (27 987) - - {27 98T

Balance on December 31, 2020 §_170.362 §__ 4475 § 158753 §_ 22455 § 28500 § 384 635

MNet book value
Dacamber 31, 2019 $M $ 50082 §_40755 $ 4993 § 219080 § 331222
December 31, 2020 % 234061 5__10.162 :_,Eﬂi $ 3995 % 19,782 § 307,680
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11. MEMBERS’ DEPOSITS
2020 2019

Cheguing

Demand, no penalty on withdrawal
RRSP and RRIF

Tarm deposils

Maturity analysis:
At call
Mot longer tham 2 months
Longer than 3 months and not longer than 12 months
Longer than 1 year and not longer than & years

£ 18,192,425 5 10,709,475
13,251,237 9,249,636
5,366,886 5,424 886
6,197,285 _ 6,175,271

$_43,007.833 $_31,559,268

§ 32,284,333 $ 20,900,868
6,366,500 6,843,100
3,002,000 2,529,600
1,265,000 _ 1.285.700

$ 43,007,833 $_31,559, 268

12 MEMEERS' SHARES

Each member must hold 1 common share with a par value of $5. Commeon shares and surplus shares may
be withdrawn on demand or withdrawal from membership, subject to the Credit Union meeting capital

sdequacy requiremenits and the discretion of the Board of Directors.

Authorized:
An unlimited number of common shares with
par value of $5 each.
An unlimited number of surplus shares with
par value of $1 each.

Issued:

Common shares
Balance, beginning of yvear (1,592 shares)
Add: shares issued during year (619)

Less: sharas redeemed during year (162)
Balance, end of year (2,049 shares)

Surplus shares
EBalance, beginning of year (82,472 shares)
Add: distributions to members (0)
Less: shares redeemed during year (11,710)
Balance, end of year (70,762 shares)

Total equity shares

2020 2015
5 7,960 F 8,180
3.095 505
11,055 8,685
(810) (T235)

10,245 i 260

82,472 40,962

- 56,384
{11,710 (24,874)
70,762 82,472

$___81.0075___ 90,432
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13, INCOME TAX

The components of tax expense (benefit) weare as follows

2020 2019
Current Income tax expansa in raspect of currant year L] 3464 § 33,698
Deferred income taxes relating to the origination
and reversal of temporary differences 104 (6,5962)
Total income tax expanse b 3568 §__ 26736

The provision for income taxes differs from the result which would be obtained by applying the combined
Canadian federal and provincial statutory income tax rates to income before income taxes, This difference
results from the following:

2020 2018
Income before income taxes $ 34702 § 292832
Combined Canadian basic federal
and provindal income tax rale 11.62 % 12.0 %
Expaclad incoma lax 36,650 35,140
Effact on income tax of:
Temparary differences 2,596 (5, 781)
Permanent differences [35.687) [2.623)
Tolal income {ax expense 5 3,568 §__ 26,736
The components of deferred incomea tax balancas ara as follows:
2020 2019
Deferred income tax assals (liabilities)
Allowance for impaired loans 5 5964 % 4 614
Right-of-use assels 3,386 1,933
Capital assets (7,638) 16,507)
Atlantic Central Shares {11.736) {8.960)
Daferred income tax asseat (ligbility) 3 (10.024) §___(5.920)
Deferred tax assets (liabilities) to be recovernad
(sattied) = 12 months 3 (10,024) %___ (9,020

Deferrad tax assets are recognized for the expectad future tax consequances attributable to differences
betwean the financial statement carrying amount of existing assets and their respective tax bases. Deferrad
tax assels are measured using enacted or substantially enacted tax rates expeciad to apply fo taxable
income in the years in which those temporary differences are expected to be recoverad or settled.

Mon-capifal losses totalling $307,120 transferred on the amalgamation with Electragas Credit Union Limited
were applied against taxable income for the period, reducing the current income tax expense by $35,687.

Net capital losses totalling $10,537 were transferred on the amalgamation with Electragas which are
available to reduce taxable capital gains in future periods.
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iNova Credit Union Limited
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2020

14, RELATED PARTY TRAMSACTIONS

Loans to management and personnel

Af yvear end, members of the Board of Directors, Credit Committes, Auwdit Committes, management,
employees and spouses had loans owing to the Credit Union totalling $1,481,802 (2019 - $1,098,493) and
hed deposits with the Credit Union totalling $863,317 (2019 - $519,710).

The loans were granted using the normal credit granting process and were subject to discounted rates
depanding on the circumstances.  Interest rates on depaosits and dividends on shares wera al identical rates
offered to all members of the Credit Union.

Compensation of key management personnel

The remuneration of key management personnel during the year was as follows:

2020 2018
Dirsct compensation § 195703 S5 263,798
Conftributions to defined contribution plan 16,377 22,293
Total salaries and benefits $__212.080 §__ 286091

The remuneration of key management personnel is determined by the Board of Directors having regard to
the performance of individuals and market trends.

Group RRSP plan

The Cradit Union sponsors a group RREP plan, The plan provides the Credit Union with flexibility in that the
percentage confributed to the employees’ plan can be modified. The Cradit Union contributed 9% of base
salaries o the employees' plan, Staff contributed 6% of their base salary 1o the plan. Current service costs
iotalled $37,233 ($41,988 in 2019) and were included in salaries. benefits and contracted services expense
on the statement of income.

15, FAIR VALUES OF FINANCIAL INSTRUMENTS

The estimated falr vaives of the Credit Union's finencial instruments are set out below, Fair value reprasants
the amount at which a financial investment could be exchanged in an orderly transaction batween market
paricipants at the measuremant date,

Fair value amounts disclosed represent point in time estimatas that may change in subsequeant reporting
periods due to market conditions or other factors, Where there is no quoted market value, fair value is
determined using a variety of valuation technigues and assumptions. The Credit Union has estimated fair
values taking into account changes in interest rates and credit risk that have occurred since the assets and
liabilities were acquired. These calculations represent management’s best estimates based on a range of
methods and assumptions; since they involve uncertainties, the fair values may not be realized in an actual
sale or immediate setflement of the instruments. Interest rate changes are the main cause of changes in tha
fair value of the Credit Unlen's financial instruments. The carrying value is a reasonable approximation of
fair value for the Credit Union's cash resources, demand deposits, certain other assets and certain othar
fiabilities, due to their shorn-term nature,
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15, FAIR VALUES OF FINANCIAL INSTRUMENTS (Continued)

The fair value of financial instruments are as follows:

Loans:

In determining the fair value of loans, the Credit Union incorporates the following assumplions.

. For fixed rate performing loans, fair values are determined by discounting remaining contractual
cash flows at current market interest rates offered for loans with similar terms.

. For floating rate performing loans, changes in Interest rates have minimal impact on the fair value
since loans reprice to market. On that basis, fair value is assumed to equal carrying vaiue.

. The total value of loans determined using the above assumptions is raduced by the allowance for
impaired loans to determine the fair value of the Credit Union's loan portfolio.

Deposits:

in determining the fair value of deposils, the Credit Union incorporates the following assumptions:

. For fixed rate and fixed maturity deposits, the Credit Unlon discounts the remaining contractual
cash flows, at market interast rates offered for daposits with similar terms and risks.

. For floating rate deposits, changes in interest rates have minimal impact on the fair value since

deposits reprice to market. On that basis fair value is assumed to equal carrying value.

The Cradit Union categorizes valuation methods used for financial instruments carried at fair value under a
higrarchy of valuation techniques based on wheather inputs are cbservable or unobservable. Observable
inputs reflect market data obtained from independent sownces, while uncbsarvable inputs reflect the Credit's
Union market gssumptions. These two inputs creats the following fair value hierarchy:

. Leval 1 — Quoted prices for active markets for identical financial instruments,

. Level 2 - Quoted prices for similar instruments in active markets; quoted prices for identical or
similar financial instruments in markets that are not active; and model derved valuation in which all
significant inpufs are chservable in aclive markals,

. Level 3 = Valuafions derved for valuation technigues in which one or more significant inputs are not
based on observable market data,

A financial instrument is classified o the lowsst level of the hierarchy for which a significant input has been
considered in measuring fair value.

2020 2019
Fair Value Hierarchy

Leval 1 3 - § =
Level 2 BO0,676 791,874
Level 3 [ -
§__Bo0676 $__ 751.874

Fair value of loans and deposits:

2020 2019

Book Estimated Book Estimated
Value Fair Value Valua Fair Value
Members' loans $ 30,809,658 § 30,711,668 § 30,285,174 § 30587 665
Members' deposits % 43,007,833 $ 42,719,114 % 31,559,268 § 31,591,265

The differences betwesn the book values and fair valuaes of the Credit Union's loans, deposits and ofher
financial instruments ame due primarily to changes in inferest rates.
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December 31, 2020

16.  CREDIT FACILITY

Thie Cradit Union has an approved operating line of credit with Atlantic Central with & limit of $936, 000 1o
cover shaortfalls in cash resources. The line of credit is secured by an assignment of book debis, bears
interast al prime and is to be reviewed on an annual basiz, At December 31, 2020 the line of credit was not
drawn upon.

17.  CAPITAL REQUIREMENTS

The Credit Unlon's plan 1o manage equity is designed to establish a strong base for future growth, fo pay
dividends on the equity shares and to provide a cushion in the event of market instability. Members' equity
consists of equity shares and retained earnings. In accordance with tha Credit Union Act, iNova Gredit
Union shall establish and maintain equity at a level equal to 5% of its assets. At December 31, 2020, equity
was 10.23% (2018 - 12.52%) of its assets. Members™ equity ratics are menitored regularly and reported to
the Board monthly. The Credit Union’s equity ratios have been in compliance with the regulatory
requirements throughout the year.

18. REVEWUE FROM CONTRACTS

The Credit Unlon derives revenue from the transfer of goods and services over time and at a point in time in
the following products and services:

Account and

transaction fees Commissions Total
Balance at December 31, 2020 ¥ 294055 5 23818 8 37873
Timing:
At point in time 3 B9,301 % 23,918 % 93,219
Cwer time —d, 754 = 224,734

5 284 055 § 23918 % 317,973
Balance at December 31, 2019 $___206021 % 19819 $___315840
Timing:
At point in time $ 62504 § 19,819 § 82,323
Ower time 233,517

— 233,517 :
$___206021 $§__ 19,819 % 315840

Revenue from contracts with members comes from savings and current accounts, and the related fees as
well as commissions on the sale of insurance products.

18,  LEASES

The Credit Union has a lease agreement with Westwood Development Limited for building space.
Terms of leags:

«  Commencement date - Apell 1, 2012

« End date: March 31, 2022

=  Renawal: Option to renew for a further four consecutive five-year terms.

On January 1, 2019, the Credit Union recognized a lease liability measured at the present value of lease
payments not yet paid In accordance with IFRS 16. The measurement reflects an expectation to renew the
lease for an additional two consecutive five-year lerms.
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19, LEASES (Continued)
A right to use assel was recognized at the initial amount of the lease liability.

Lease payments will continue to be made to Westwood Developments Limited in equal monthly instaliments
of $7.823.74, including an implicit interest rate, until the end of the lease term.

Changes to the lease liability and right lo use asset balances are illustrated in the foliowing tabla:

Right-of-uze Lease

Assat Liability
Balance al Decamber 31, 2020
Carrying amount - beginning of year $ 924694 § 940,800
Amaortizalion expanza (75,485) -
Interest expensa . 31,430
Laase paymaents - (93.885)
Carrying amount - end of year $ 840209 $ 878,345

Right-of-use  Lease

Assetl Liabidiity
Balance at December 31, 2019
Carrying amounl - beginning of year $§ 1000179 35 1,000,179
Amaortizaion expensa (75,485) -
Imterest exponss . 34,5086
Leass payments H 193,885)
Carrying amount - end of year 3 924 624 $ 940800

20. IMPACT OF COVID-19

The COVID-19 pandemic developed rapidly in 2020, with a significant number of cases across Canada.
Measures taken by the provincial and federal governmeants to contain the virus have affected economic
activity and the Credit Union's business in various ways:

» The Credit Union's cash position has increased significantly due to funds received for the fedaral
Canadian Emergency Business Account program (CEBA), as well as more members holding onto cash.

« The Credit Union's prime interes! rate decreased, resulting in lower interest revenue, interest expenses
and investment revenue,

» Service fees decreased due to a significant drop inmember usage.

« Operating cosis decreased due to less travel.

Operationally, staff began working on a rotational schedule from March to June fo mitigate the risk of spread
of the virus, The Cradit Union's premises were closed, with members admitted on a case-by-case basis.
Members were encouraged to pay bills online and use the ATM machine. Staff were available o assist at
the branch and on the phone, when necessary.

The Credit Union will continue to follow govemment policies and advice and, in parallel, will da its utmaost to
continue operations in the best and safest way possible without jeopardizing the health of it members and
slaff.
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21.  AMALGAMATION WITH ELECTRAGAS CREDIT UNION LIMITED

On January 1, 2020, the Credit Union acquired Eleciragas Credit Union Limited ("Electragas”). The results
of operafions of Electragas are included in the audited financial staterments from the date of acquisition, The
combined Credit Union operates as one cash generating unit and, consequently, it is impractical 1o disclose
the revenue and profit of Electragas included in the statement of comprehensive incoms for the year,

The Credit Union allocated the purchase price to the assets acquired and the liabilities azsumed based on
their fair values at the date of acquisition as follows:

Fair value of assets acquired

Cash and cash equivalents § 1646198
Other current assets 4,674
Members' loans 786 400 -
Long-term investments 668,721
Defered income taxes 412
§ 3106405
Fair value of liabilities assumed
Accounts payable and accrued liabilities 3 (45,068)
Members' deposits 3,023 197)
$_ (3,068,253
Fair value of net assets acquired § 38,142
Comman shares issued (478 shares) 2,350
Contributed surplus k3 35,752

Business combinations are accounted for using the acquisition method of accounting. Under this methad,
tha net identiflable assats acquired are measured st fair value as at the date of acquisition. The
consideration is measured at the fair value of the acquires, which is commaon for muteal entities such as
credit unions. Acquisition related transaction costs are expensed in the period in which such costs are
incurred and the services received.

Upon acquisition, the Credit Union issusd membership shares o the former members of Electragas
equivalent to these mambers' holdings in Electragas,

iNova Credit Union Limited
SCHEDULES OF ADMINISTRATIVE AND OCCUPANCY EXPENSES

% of % of
Year ended December 31 2020 Income 2018 Income
Administrative expenses
Advertising and promofion $ 9,086 0.5 3 11,596 0.6
Accounting and audit 25952 1.4 24,725 1.3
Atlantic Central dues 37,098 2.0 34,407 1.8
Data processing 76,663 4.1 95,926 5.0
Donations 5,353 .3 2,680 0.1
Dues, fees and courier 6,296 0.3 10,072 0.5
Equipment repairs and maintenance 13,576 0.7 12579 0.7
Insurance - general and bonding 28,144 1.5 22 685 1.2
Legal, collection and foreclosed property 3,451 0.2 8,023 0.4
Meeating expensas 11,676 0.6 25,580 1.3
Miscellaneous 7,822 0.4 3,578 0.2
Offica, stationery and postage 24,854 1.3 23,634 1.2
Telephone 5637 0.3 8,042 0.3
Travel 52 - 1.504 0.1

o
4

$ 255,700 13,6 3 283,041 1

Occupancy expenses
Heat, lights and water $ 12,817 0.7 $ 10,555 0.6
Intarest on lease liability 31,430 1.7 g 34,506 1.5
Repairs and maintenance 21,392 1.2 17.211 0.9
Rent and common area costs 39,951 21 40,239 21

$__ 105,590 4.0 $__ 102,511 a8
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Audit and Risk Committee Report
For the year ended December 31, 2020

Your Audit and Risk Committee meets at least quarterly to:

a. Review and report on interim financial reports and key performance indicators.

b. Review and report on the audited year end financial statements and follow up on all
recommendations

c. Review correspondence from our regulators follow up on any audit irregularities

d. Review the Enterprise Risk Management measures

e. Randomly select and review of loan files

I am pleased to report that the Committee is confident the Credit Union’s financial reporting systems
and controls are adequate to meet regulatory and statutory requirements.

I would like to thank my fellow committee members Dan Welch and Justin Sampson for their
contributions over the past year.

Respectfully submitted,

Mike Ansari
Chair, Audit & Risk Committee

Credit Committee Report

Credit Committee Report for the year ended December 31, 2020

The responsibilities of Credit Unions are dictated by the Credit Union Act which are the basis of iNova
Credit Union’s polices. The committee meets on a quarterly basis to ensure the loan policy is respected.
The committee reviews the loan diversification, delinquencies, the allowance for doubtful loans, loan
rewrites and extensions, loans to staff and directors that are in arrears as well as approving write-offs.
The minutes of the meeting and the findings are presented to the Board on a quarterly basis, and I am
pleased to report to the membership that the Board was satisfied with the reporting and the adherence to
policy.

The other members of the credit committee are Gary Blackburn, Arthur Rudge, Irvine Carvery and Shaun
Carvery. I would like to thank the members of the committee for their support during the year. In
addition, I would like to thank Thomas Redden, who prepares the reports and provides answers to our
questions.

Respectfully Submitted,

Angela Franklin
Chair, Credit Committee

Appointment of Auditors

On behalf of the Board of Directors of iNova Credit Union, I recommend that the auditing firm of Miles T.
Sweeney Limited, Chartered Accountants, or their successor as independent auditors, be reappointed as
the auditors for iNova Credit Union for the fiscal year of 2021

Mike Ansari,
Chair, Audit and Risk Committee
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Looking back on 2020...

iNova Credit Union partnered with 12 other Credit Unions to make a $50,000 donation to VON in Nova
Scotia.

Derrick Babin, senior manager, community support services for VON Nova Scotia, said in a hews release.
“This generous gift will help VON continue to bring care and comfort to clients through our meal and
transportation programs, which have provided additional support to our communities as we've navigated
through these challenging times."

Our partnership with the ladies from Chebucto Links resulted in around 1200 mittens for our Smitten For
Mittens tree. We distributed them across eight schools in the HRM as well as to Souls Harbour Rescue

Mission.

To support small businesses in our communities, all Atlantic Credit Unions gave their staff $25 to spend
at their favourite local businesses. iNova Credit Union topped it up to $50 each. This was a great initiative
to put money back into our community.

iNova was proud to sponsor the Bus Stop Theatre as we believe they are an excellent organization that
contributes to our community. The Bus Stop Theatre embodies the spirit of the North End; it is a space of

inclusion, diversity and creativity.

iNova happily participated in funding micro-loans for One North End (Nest) applicants. NEST is the North
End Startup and Training program for people who traditionally feel like they are unbankable. All NEST
applicants are vetted by the NEST Board of Directors and follow iNova's commercial lending guidelines.

Parker Street Food & Furniture Bank does so much good work in the community. iNova was so happy to be
able to help out this incredible organization. The iNova team donated one thousand dollars as a Christmas

donation.

iNova was pleased to be able to offer CEBA for businesses. The Government of Canada and Export
Development Canada launched the Canada Emergency Business Account (CEBA) to support businesses
and non-profits that had been adversely affected by COVID-19. Eligible businesses received a loan up to
$60,000 loan for immediate financial support to cover short term operating expenses, payroll, and other
non-deferrable expenses which are critical to sustain business continuity.



