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Independent Auditor’s Report

To the Members of
Credit Union Central of Saskatchewan

Opinion

We have audited the consolidated financial statements of Credit Union Central of Saskatchewan (the
“Company”), which comprise the consolidated balance sheet as at December 31, 2023, and the
consolidated statement of profit and loss, the consolidated statement of comprehensive income or loss,
the consolidated statement of changes in equity and the consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including material accounting policy
information (collectively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2023, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards (“Canadian
GAAS”). Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the ethical requirements that are relevant to our audit of the financial statements in
Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

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

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

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.


http://www.deloitte.ca/

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian GAAS will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

e FEvaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Qlette (1P

Chartered Professional Accountants
March 6, 2024
Regina, Saskatchewan



Credit Union Central of Saskatchewan

CONSOLIDATED BALANCE SHEET
[in thousands of Canadian dollars]

As at December 31

2023 2022
$ $

Assets
Cash and cash equivalents [note 7] 262,098 200,445
Securities [note 8] 2,151,360 2,994,985
Derivative assets [note 9] 3,654 5,376
Loans [note 10] 13,882 37,467
Trade and other receivables 3,450 3,337
Other assets 1,019 705
Investments in associates [note 12] 30,699 31,455
Property, plant and equipment [note 13] 566 4,839
Investment property [note 14] - 8,855
Intangible assets [note 15] 30,226 24,223
Deferred income tax assets [note 16] 13,367 10,453
Assets held for sale [notes 271 13,043 -
2,523,364 3,322,140

Liabilities

Deposits [note 17] 2,239,823 2,664,542
Derivative liabilities [note 9] 4,470 6,406
Loans and notes payable [note 18] 29,973 29,954
Trade and other payables 6,634 306,718
Other liabilities 107 154
2,281,007 3,007,774

Equity
Share capital [note 19] 91,503 175,688
Retained earnings 149,310 136,637
Accumulated other comprehensive income 1,544 2,041
Total equity attributable to equity holders of SaskCentral 242,357 314,366
2,523,364 3,322,140

See accompanying notes

On behalf of the Board:
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Director Director



Credit Union Central of Saskatchewan

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
[in thousands of Canadian dollars]

Year ended December 31

2023 2022
$ $
Continuing operations
Interest income
Securities 87,849 54,051
Loans 3,251 1,720
91,100 55,771
Interest expense
Deposits 68,054 43,168
Loans and notes 1,886 808
69,940 43,976
Net interest income [note 21] 21,160 11,795
Provision for credit (recoveries) losses [note 11] (55) 260
Net interest income after provision for
credit (recoveries) losses 21,215 11,535
Non-interest income
Assessment revenue [note 22] 6,231 6,088
Fee for service [note 22] 12,821 12,950
Gain (loss) on financial instruments [note 24] 1,284 (5,330)
Share of (losses) profits in associates (972) 715
19,364 14,423
Net interest and non-interest income 40,579 25,958
Non-interest expense
Salary and employee benefits [note 23] 9,937 11,591
Professional and advisory services 5,663 5,022
Computer and office equipment 14,464 14,402
Occupancy 3,041 3,357
General business 3,069 2,847
36,174 37,219
Profit (loss) for the year before income taxes 4,405 (11,261)
Income tax expense (recovery) [note 16] 1,240 (2,583)
Profit (loss) for the year from continuing operations 3,165 (8,678)
Discontinued operations, net of tax
Profit (loss) for the year from discontinued
operations [notes 27, 28 and 29] 2,290 (2,218)
Gain on sale of discontinued operations [notes 28 and 29] 7,272 17,166
Profit for the year 12,727 6,270

See accompanying notes



Credit Union Central of Saskatchewan

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME OR LOSS

[in thousands of Canadian dollars]

Year ended December 31

2023 2022
$ $
Profit for the year 12,727 6,270

Other comprehensive loss
Items that will be reclassified subsequently to profit or loss:
Financial assets at FVTOCI
Net unrealized gains (losses) on FVTOCI
securities during the year 2,646 (3,725)
Reclassification of losses on FVTOCI

securities disposed of in the year - 26
Reclassification of impairment (gains) losses on FVTOCI

securities [note 11] (48) 44

Share of other comprehensive income (loss) of associates 405 (569)

Income tax relating to items that will be reclassified
subsequently [note 16] (592) 999
Items that will not be reclassified subsequently to profit or loss:
Net change in fair value due to change in own credit risk

on financial liabilities [note 24] (4,058) 3,147
Income tax related to items that will not be
reclassified subsequently [note 16] 1,096 (850)
Other comprehensive loss for the year, net of tax (551) (928)
Total comprehensive income for the year 12,176 5,342

See accompanying notes



Credit Union Central of Saskatchewan

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended December 31

[in thousands of Canadian dollars]

Accumulated other

comprehensive
income
Own
Fair credit Non-
Share Retained value risk controlling Total
capital earnings _reserves _reserve Total interest equity
Balance as at December 31, 2021 175,262 422,379 1,479 (397) 598,723 184,679 783,402
Profit for the year - 6,270 - - 6,270 6,270
Other comprehensive (loss) income
for the year, net of tax - - (3,225) 2,297 (928) (928)
Increase in share capital [note 19] 426 - - - 426 426
Dividends [note 20] - (291,825) - - (291,825) (291,825)
Adjustment arising from disposal of
subsidiary [note 28] 1,700 1,700 (184,679) (182,979)
Reclassification of own credit risk
on derecognition of related
financial liabilities, net of tax - (187) - 187 - -
Balance as at December 31, 2022 175,688 136,637 (46) 2,087 314,366 - 314,366
Profit for the year - 12,727 - - 12,727 - 12,727
Other comprehensive (loss) income
for the year, net of tax - - 2,411 (2,962) (551) - (551)
Decrease in share capital [note 19] (84,185) - - - (84,185) - (84,185)
Reclassification of own credit risk
on derecognition of related
financial liabilities, net of tax - (54) - 54 - - -
Balance as at December 31, 2023 91,503 149,310 2,365 (821) 242,357 - 242,357

See accompanying notes



Credit Union Central of Saskatchewan

CONSOLIDATED STATEMENT OF CASH FLOWS

[in thousands of Canadian dollars]

Year ended December 31

2023 2022
$ $
Cash flows from operating activities
Profit for the year 12,727 6,270
Adjustments to determine net cash (used in) from operating activities:
(Profit) loss for the year from discontinued operations, net of tax
[notes 27, 28 and 29) (2,290) 2,218
Gain on sale of discontinued operations, net of tax [notes 28 and 29] (7,272) (17,166)
Depreciation of property, plant and equipment and
investment property 312 660
Other amortization/accretion (11,483) 11,729
Gain (loss) on financial instruments [note 24] (1,284) 5,330
Loss on disposal of property, plant, and equipment - 2
Net interest income [note 21] (21,160) (11,795)
Provision for credit (recoveries) losses [note 11] (55) 260
Share of losses (profits) in associates 972 (715)
Income tax expense (recovery) [note 16] 1,240 (2,583)
Changes in operating assets and liabilities:
Derivative assets, net of derivative liabilities (213) 1,030
Loans, net of repayments and sales 23,608 11,574
Trade and other (payables) receivables (3,950) (2,097)
Other assets (257) (261)
Deposits, net of withdrawals (462,704) 105,320
Loans and notes payable, net of repayments 19 (34,041)
Other liabilities (174) (229)
Interest received 92,489 53,180
Dividends received 802 749
Interest paid (67,706) (42,709)
Cash flows (used in) from continuing operating activities (446,379) 86,726
Cash flows (used in) from operating activities - discontinued operations (7) 309
Cash flows (used in) from operating activities (446,386) 87,035
Cash flows used in financing activities
Proceeds from issuance of share capital - 426
Repatriation of share capital [note 19] (84,185) -
Dividends paid to members [note 20] (291,825) (564)
Cash flows used in financing_j activities (376,010) (138)

Continued on following page

See accompanying notes



Credit Union Central of Saskatchewan

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

[in thousands of Canadian dollars]

Year ended December 31

2023 2022
$ $

Cash flows from investing activities
Purchase of securities (5,073,181) (4,094,868)
Proceeds from sales of securities 5,964,025 3,700,106
Distributions from investments in associates 189 94
Proceeds from sale of discontinued operations [notes 28 and 29] - 410,773
Additions to property, plant and equipment, net of disposals (79) (184)
Additions to intangible assets, net of disposals (8,293) (6,238)
Cash flows from continuing investing activities 882,661 9,683
Cash flows from investing activities - discontinued operations 1,388 1,225
Cash flows from investing activities 884,049 10,908
Net increase in cash and cash equivalents 61,653 97,805
Cash and cash equivalents, beginning of year 200,445 102,640
Cash and cash equivalents, end of year 262,098 200,445

See accompanying notes



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

1. REPORTING ENTITY

Credit Union Central of Saskatchewan (SaskCentral) is a company domiciled in Canada. The address of SaskCentral's
registered office is 2055 Albert Street, Regina, Saskatchewan, S4P 3G8. SaskCentral is incorporated under The Credit
Union Central of Saskatchewan Act, 2016 (the Act). Under the Act, Credit Union Deposit Guarantee Corporation of
Saskatchewan (CUDGC) has regulatory responsibilities for SaskCentral.

SaskCentral functions as a liquidity manager and key service supplier on behalf of and for Saskatchewan credit
unions. SaskCentral also maintains business relationships with, and investments in, a number of co-operative entities
on behalf of Saskatchewan credit unions, including Prairie Payments Joint Venture (PPJV), Celero Solutions and CU
CUMIS Wealth Holdings LP (CUC Wealth) as described in note 12.

2. MATERIAL ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these consolidated
financial statements.

SaskCentral has adopted the amendments to IAS 1, Presentation of Financial Statements and IFRS Practice Statement 2
for the first time in the year. Although the amendments did not result in any changes to the accounting policies, the
amendments impacted the accounting policy information disclosed in the consolidated financial statements.

The amendments require the disclosure of “material”, rather than “significant”, accounting policies. The amendments
also provide guidance on the application of materiality to disclosure of accounting policies, assisting entities to provide
useful, entity-specific accounting policy information that users need to understand other information in the financial
statements. Accounting policy information is material if, when considered together with other information included in
an entity's financial statements, it can reasonably be expected to influence decisions that the primary users of financial
statements make on the basis of those financial statements. Management reviewed the accounting policies and made
updates to the information disclosed in note 2 Material Accounting Policies (2022: Significant Accounting Policies) in
certain instances in line with the amendments.

2.1 Basis of presentation

(a) Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS). These consolidated financial statements have been prepared in accordance with subsection 292(4)

of the Cooperative Credit Associations Act (Canada) (the CCAA).

These consolidated financial statements were authorized for issue by the Board on March 6, 2024.

(b) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except financial assets and
liabilities held at fair value through profit or loss (FVTPL) and fair value through other comprehensive income
(FVTOCI), which have been measured at fair value, including all derivative contracts.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction

between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technique.

10



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

2. MATERIAL ACCOUNTING POLICIES (continued)
2.1 Basis of presentation (continued)
(b) Basis of measurement (continued)

In estimating the fair value of an asset or liability, SaskCentral takes into account the characteristics of the asset or
liability if market participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these consolidated financial
statements is determined on such a basis, and measurements that have some similarities to fair value, but are not fair
value, such as value in use on impairment.

SaskCentral follows a fair value hierarchy to categorize the inputs used to measure fair value into Level 1, 2 or 3 based
on the degree to which inputs to the fair value measurements are observable and the significance of the inputs to the
fair value measurement in its entirety, which are described as follows:

e Level 1inputs are quoted prices (unadjusted) for identical assets or liabilities that the entity can access at the
measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

e Level 3inputs are unobservable inputs for the asset or liability.

Valuation techniques used to measure fair value maximize the use of relevant observable inputs and minimize the use
of unobservable inputs. The objective of using a valuation technique is to estimate the price at which an orderly
transaction to sell the asset or to transfer the liability would take place between market participants at the
measurement date under current market conditions. Fair values are determined by reference to quoted bid or asking
prices, as appropriate, in the principal market or most advantageous market for that asset or liability to which
SaskCentral has immediate access (Level 1).

Fair values determined using valuation models require the use of assumptions concerning the amount and timing of
estimated future cash flows and discount rates. In determining those assumptions, SaskCentral looks primarily to
external readily observable market inputs including factors such as interest rate yield curves, currency rates, and price
and rate volatilities, as applicable (Level 2). In certain circumstances, SaskCentral uses one or more input parameters
that are not based on observable market data or uses observable inputs that require significant adjustment based on
unobservable inputs (Level 3). The impact on net income of valuations reflecting non-market observable inputs (Level
3 valuations) is disclosed in note 5. SaskCentral believes that using possible alternative assumptions will not result in
significantly different fair values. The credit quality of financial assets and financial liabilities, including derivative
instruments, is considered in determining the fair value of these instruments. In determining the credit quality of the
instrument both SaskCentral's own credit risk and the risk of the counterparty are considered elements of this credit
quality.

The output of a model is always an estimate or approximation of a value that cannot be determined with certainty,
and valuation techniques employed may not fully reflect all factors relevant to the positions SaskCentral holds.
Valuations are therefore adjusted, where appropriate, to allow for additional factors including model risks, liquidity
risk and counterparty credit risk.

(c) Functional and presentation currency
These consolidated financial statements are presented in Canadian dollars, which is SaskCentral’s functional

currency. Except as otherwise indicated, financial information presented in Canadian dollars has been rounded to
the nearest thousand.

11



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

2. MATERIAL ACCOUNTING POLICIES (continued)
2.1 Basis of presentation (continued)
(d) Use of estimates and judgments

The preparation of the consolidated financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results could differ from those estimates thereby impacting the consolidated financial
statements. Management believes that the underlying assumptions are appropriate and that SaskCentral’s
consolidated financial statements therefore present the financial position and results fairly.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any future periods affected.

Information about key sources of estimation uncertainty and critical judgments in applying accounting policies that
have the most significant effects on the amounts recognized in the consolidated financial statements are described in
note 3.

2.2 Investments in associates

An associate is an entity over which SaskCentral has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control over those
policies.

The results of the operations and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. Under the equity method, an investment in an associate is initially
recognized in the consolidated balance sheet at cost and adjusted thereafter to recognize SaskCentral's share of the
profit or loss and other comprehensive income (OCI) of the associate. Distributions received from the associate
reduce SaskCentral's investment in associate on the consolidated balance sheet. When SaskCentral's share of losses
of an associate exceeds SaskCentral's interest in that associate, SaskCentral discontinues recognizing its share of
further losses. Additional losses are recognized only to the extent that SaskCentral has incurred legal or constructive
obligations or made payments on behalf of the associate. If a distribution is received from an associate in excess of
SaskCentral's carrying value, the distribution is recognized as income if SaskCentral has no obligation to refund the
distribution or is not currently liable for the obligations of the associate. If SaskCentral may be required to refund the
distribution or is liable for the obligations of the associate, the distribution is recorded as a liability.

An investment in associate is accounted for using the equity method from the date on which the investee becomes an
associate. On acquisition of the investment in associate, any excess of the cost of the investment over SaskCentral's
share of the net fair value of the identifiable assets and liabilities of the investee is recognized as goodwill, which is
included within the carrying amount of the investment. Any excess of SaskCentral’s share of the net fair value of the
identifiable assets and liabilities over the cost of the investment, after reassessment, is recognized immediately in the
consolidated statement of profit or loss in the period in which the investment is acquired.

The requirements of IAS 36, Impairment of Assets (IAS 36) are applied to determine whether it is necessary to
recognize any impairment loss with respect to SaskCentral’s investment in associates. When necessary, the entire
carrying amount of the investment (including goodwill) is tested for impairment in accordance with IAS 36 as a single
asset by comparing its recoverable amount (higher of value in use and fair value less costs to sell) with its carrying
amount. Any impairment loss recognized forms part of the carrying amount of the investment. Any reversal of that
impairment loss is recognized in accordance with IAS 36 to the extent that the recoverable amount of the investment
subsequently increases.

12



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

2. MATERIAL ACCOUNTING POLICIES (continued)
2.2 Investments in associates (continued)

The following investments in associates are included in these consolidated statements:

Celero Solutions - SaskCentral has a 33.33% (2022 - 33.33%) interest in Celero Solutions and has concluded that
Celero Solutions is considered an investment in associate. As described in note 27, on December 31, 2023,
SaskCentral’s investment in Celero Solutions was classified as an asset held for sale and was accounted for in
accordance with IFRS 5, Non-current Assets Held for Sale and Discontinued Operations (IFRS 5).

CU CUMIS Wealth Holdings LP (CUC Wealth) - SaskCentral has a 10.92% (2022 - 10.92%) interest in CUC Wealth.
CUC Wealth serves as a holding company for the five provincial credit union centrals and other co-operatives’
ownership in Aviso Wealth Inc. (Aviso). Aviso is a national, integrated financial services company serving the wealth
management needs of Canadian credit unions and independent financial organization. CUC Wealth is accounted for
in these consolidated financial statements using the equity method.

2.3 Interests in joint operations

A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have rights to
the assets, and obligations for the liabilities, relating to the arrangement. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when decisions about the relevant activities require
unanimous consent of the parties sharing control.

When SaskCentral undertakes its activities under joint operations, it recognizes in relation to its interest in a joint
operation:

e its assets, including its share of any assets held jointly;

e its liabilities, including its share of any liabilities incurred jointly;

e its revenue from the sale of its share of the output arising from the joint operation;
e its share of revenue from the sale of the output by the joint operation; and

e its expenses, including its share of any expenses incurred jointly.

The following interest in joint operation is included in these consolidated statements:

PPJV - SaskCentral has 33.33% (2022 - 33.33%) interest in PPJV. On January 1, 2020, SaskCentral entered into a joint
venture agreement, referred to as PPJV, with Alberta Central and Credit Union Central of Manitoba to administer the
outsourcing of payments processing capabilities with IBM Canada Ltd., previously performed by CUPS Payment
Services (CUPS). The PPJV provides payment services and related support services to the members of its owners as
well as to other organizations. SaskCentral accounts for its share of PPJV's assets, liabilities, revenue and expenses in
these consolidated financial statements, which are recorded following SaskCentral’s accounting policies for these
assets, liabilities, revenues, and expenses.

2.4 Assets held for sale

Non-current assets classified as held for sale are measured at the lower of carrying amount and fair value
less costs to sell. No further depreciation is taken once non-current assets have been classified as an asset
held for sale. Non-current assets are classified as held for sale if their carrying amount will be recovered
through a sale transaction rather than through continuing use. This condition is regarded as met only when
the sale is highly probable, and the asset is available for immediate sale in its present condition.
Management must be committed to the sale which should be expected to qualify for recognition as a
completed sale within one year from the date of classification.

13



Credit Union Central of Saskatchewan

Notes to the Consolidated Financial Statements
December 31, 2023

in thousands of Canadian dollars

2. MATERIAL ACCOUNTING POLICIES (continued)
2.4 Assets held for sale (continued)

When SaskCentral is committed to a sale plan involving disposal of an investment in an associate or, a
portion of an investment in an associate, the investment, or the portion of the investment in the associate,
that will be disposed of is classified as held for sale when the criteria described above are met. SaskCentral
then ceases to apply the equity method in relation to the portion that is classified as held for sale. Any
retained portion of an investment in an associate that has not been classified as held for sale continues to be
accounted for using the equity method.

2.5 Sale and repurchase agreements

Securities sold subject to repurchase agreements are treated as collateralized borrowing transactions when
the transferee has the right by contract or custom to sell or repledge the collateral and are classified as
FVTOCI and recorded at fair value. Obligations related to assets sold under repurchase agreements are
recorded in loans payable (note 18). Interest incurred on repurchase agreements is included in loans and
notes interest expense.

2.6 Financial instruments

All financial assets and financial liabilities are recognized in the consolidated balance sheet and measured in
accordance with their assigned classification. Financial assets and financial liabilities are recognized when
SaskCentral becomes a party to the contractual provisions of the instruments.

Financial assets and liabilities are initially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at
FVTPL) are added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at
FVTPL are recognized immediately in the consolidated statement of profit or loss.

SaskCentral uses trade date accounting for regular way contracts when recording financial instrument transactions.

(a) Financial assets

Debt instruments are classified as amortized cost, FVTOCI or FVTPL, on the basis of SaskCentral’s business model for
managing the financial assets and the contractual cash flow characteristics of the financial assets.

Business model assessment

SaskCentral makes an assessment of the objective of a business model in which an asset is held at a portfolio level
because this best reflects the way the business is managed and information is provided to management. The
business model assessment involves determining whether financial assets are managed in order to generate cash
flows from collection of contractual cash flows, from the sale of financial assets, or both. For the assessment of
business models, SaskCentral takes into consideration the factors such as performance of assets in the portfolio, risks
that affect the performance of assets, management compensation for those managing the assets and the frequency,
reason for sales, and volume of sales in prior periods and expectations about future sales activity.

14



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
Cash flow characteristics assessment

The contractual cash flow characteristics assessment involves assessing the contractual features of an instrument to
determine if they give rise to cash flows that are consistent with a basic lending arrangement. Contractual cash flows
are consistent with a basic lending arrangement if they represent cash flows that are solely payments of principal and
interest on the principal amount outstanding.

'Principal’ is defined as the fair value of the financial asset on initial recognition. Principal may change over the life of
the instrument due to repayments. ‘Interest’ is defined as consideration for the time value of money and the credit risk
associated with the principal amount outstanding for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin.

In performing this assessment, SaskCentral takes into consideration contractual features that could change the
amount or timing of contractual cash flows, such that the cash flows are no longer consistent with a basic lending
arrangement. If SaskCentral identifies any contractual features that could modify the cash flows of the instrument such
that they are no longer consistent with a basic lending arrangement, the related financial asset is classified and
measured at FVTPL.

Debt instruments measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated at
FVTPL:

e The asset is held within a business model whose objective is to hold assets to collect contractual cash flows;
and

e The contractual terms of the financial assets give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets measured at amortized cost are initially measured at fair value and subsequently measured at
amortized cost using the effective interest method. The effective interest rate is the rate that discounts estimated
future cash payments or receipts through the expected life of the financial asset to the gross carrying amount of a
financial asset. Amortized cost is calculated taking into account any discount or premium on acquisition, transaction
costs and fees that are an integral part of the effective interest rate. Amortization of premiums, discounts and other
transaction costs is included in interest income in the consolidated statement of profit or loss.

Debt instruments measured at FVTOCI

A debt instrument is measured at FVTOCI only if it meets both of the following conditions and is not designated as at
FVTPL:

e The assetis held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

e The contractual terms of the financial assets give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)

(a) Financial assets (continued)

Debt instruments measured at FVTOCI (continued)

Subsequent to initial recognition, unrealized gains and losses on debt instruments measured at FVTOCI are recorded
in OCI, unless the instrument is designated in a fair value hedge relationship. When designated in a fair value hedge
relationship any changes in fair value due to changes in the hedged risk are recognized in the consolidated
statement of profit or loss. If the hedging instrument expires or is sold, or when the hedge no longer meets the
criteria for hedge accounting, hedge accounting is discontinued prospectively. Premiums, discounts and related
transaction costs are amortized over the expected life of the instrument to interest income in the consolidated
statement of profit or loss using the effective interest rate method. Upon derecognition, realized gains and losses are
reclassified from OCI to the consolidated statement of profit or loss.

Debt instruments designated at FVTPL

SaskCentral may, at initial recognition, irrevocably designate a financial asset as at FVTPL when one of the following
criteria is met:

e The designation eliminates or significantly reduces an accounting mismatch which would otherwise arise; or

e A group of financial assets is managed with its performance being evaluated on a fair value basis; or

e The financial asset contains one or more embedded derivatives which significantly modifies the cash flows
otherwise required by the contract.

These instruments are measured at fair value in the consolidated balance sheet, with transaction costs recognized
immediately in the consolidated statement of profit or loss as part of gain on financial instruments. For financial assets
designated at FVTPL, changes in fair value are recognized in the consolidated statement of profit or loss.

Equity instruments measured at FVTPL/FVTOCI

Equity instruments are measured at FVTPL unless an election is made to designate them at FVTOCI upon purchase. For
equity instruments measured at FVTPL, changes in fair value are recognized in the consolidated statement of profit or
loss.

SaskCentral can elect to classify non-trading equity instruments at FVTOCI. This election will be used for certain
equity investments for strategic or longer-term investment purposes. The FVTOCI election is made upon initial
recognition, on an instrument-by-instrument basis and once made is irrevocable. Both realized and unrealized gains
and losses on these instruments are recorded in OCl and are not subsequently reclassified to the consolidated
statement of profit or loss. Dividends received are recorded in interest income in the consolidated statement of profit
or loss. Any transaction costs incurred upon purchase of the security are added to the cost basis of the security and
are not reclassified to the consolidated statement of profit or loss on sale of the security.

(b) Financial liabilities

SaskCentral classifies its financial liabilities as measured at amortized cost or FVTPL. A financial liability is classified as
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(b) Financial liabilities (continued)

SaskCentral may, at initial recognition, irrevocably designate a financial liability as at FVTPL when one of the following
criteria is met:

e The designation eliminates or significantly reduces an accounting mismatch which would otherwise arise; or

e A group of financial liabilities is managed with its performance being evaluated on a fair value basis; or

e The financial liability contains one or more embedded derivatives which significantly modifies the cash flows
otherwise be required by the contract.

For liabilities at FVTPL, all changes in fair value are recognized in the consolidated statement of profit or loss, except
for changes in fair value arising from changes in SaskCentral's own credit risk which are recognized in OCI. Other
financial liabilities are measured at amortized cost using the effective interest method. Changes in fair value of
liabilities due to changes in SaskCentral’s own credit risk, recognized in OCI, are not subsequently reclassified to the
consolidated statement of profit or loss upon derecognition/extinguishment of the liabilities. Instead, these changes
are reclassified from accumulated other comprehensive income (AOCI) to retained earnings upon
derecognition/extinguishment of the liabilities. With the exception of its deposits and derivative financial instruments
which are FVTPL, SaskCentral's holdings in financial liabilities are classified as measured at amortized cost.

(c) Reclassification of financial assets

Financial assets are not reclassified subsequent to their initial recognition, except in the period after SaskCentral
changes its business model for managing financial assets. There were no changes to any of the SaskCentral's
business models for the year ended December 31, 2023.

(d) Impairment of financial assets

SaskCentral establishes an allowance for credit losses for the following categories of financial assets that are not
measured at FVTPL:

e Financial assets at amortized cost;
e  Financial assets at FVTOCI;

e Undrawn lending commitments;
e Commercial leases; and

e Financial guarantee contracts.

No impairment is recognized on equity investments in the scope of IFRS 9 - Financial Instruments (IFRS 9). The
impairment of financial assets is presented in the consolidated balance sheet as a deduction in the gross carrying
amount of securities and loans.

Expected credit loss impairment model

SaskCentral uses an expected credit loss (ECL) methodology to measure impairment of its financial instruments.
Expected credit losses reflect the present value of all cash shortfalls related to default events which may occur over a
specified period of time. Consequently, SaskCentral’s allowance for credit losses is an output of a model with a
number of underlying assumptions regarding the choice of variable inputs and their interdependencies. The
impairment amount reflects an unbiased, probability-weighted outcome which considers multiple scenarios based on
reasonable and supportable forecasts.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)

(d) Impairment of financial assets (continued)
Expected credit loss impairment model (continued)

The impairment model measures the ECL using a three-stage approach based on the extent of credit deterioration
since origination:

e Stage 1-where there has not been a significant increase in credit risk since initial recognition of a financial
asset, an amount equal to 12-month ECL is recorded. For those instruments with a remaining maturity of less
than twelve months, a probability of default corresponding to remaining term to maturity is used.

e Stage 2 - when a financial asset experiences a significant increase in credit risk subsequent to the origination
but is not considered to be in default, an amount equal to lifetime ECL is recorded.

e Stage 3 - when a financial asset is considered to be in default, an amount equal to lifetime ECL continues to
be recorded or the financial asset is written off.

Financial assets may migrate forward or backward through the three stages as their credit risk deteriorates or
improves. When measuring ECL, SaskCentral considers the maximum contractual period over which it is exposed to
credit risk (expected life). All contractual terms are considered when determining the expected life, including
prepayment and extension or rollover options.

Measurement of ECL

The measurement of ECL is a function of the probability of default (PD), loss given default (LGD) and the exposure at
default (EAD). The PD is an estimate of the likelihood that a financial asset will not be repaid and will go into default.
LGD is an estimate of the amount that may not be recovered in the event of default. The assessment of the PD and
LGD is based on historical data and current market conditions adjusted by reasonable and supportable information
about future economic conditions. EAD is an estimate of the outstanding amount of credit exposure at the time a
default may occur.

The ECL parameters are generally derived from internally developed statistical models utilizing SaskCentral’s own
historical loss data by major asset class with the exception of PD and LGD for commercial mortgages/loans and
securities. Due to the limited number of historical losses within these portfolios, SaskCentral has mapped its internal
risk ratings to external ratings and utilized both public and proprietary third-party data to determine the appropriate
parameters by rating.

Significant increase in credit risk
At each reporting date, SaskCentral assesses whether there has been a significant increase in credit risk for exposures
since initial recognition by comparing the risk of default occurring over the remaining expected life from the

reporting date and the date of initial recognition. The assessment considers borrower-specific quantitative and
qualitative information with the impact of forward-looking macroeconomic factors.

18



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)

(d) Impairment of financial assets (continued)
Significant increase in credit risk (continued)

SaskCentral's assessment of significant increase in credit risk is performed quarterly based on the following three
factors. If any of these factors indicate that a significant increase in credit risk has occurred, the instrument is moved
from Stage 1 to Stage 2:

e The creditrisk of a particular exposure is deemed to have increased significantly since initial recognition if
the credit rating has dropped below investment grade, based on Morningstar DBRS ratings.

e SaskCentral considers that a significant increase in credit risk occurs no later than when an asset is more
than 30 days past due. Days past due are determined by counting the number of days since the earliest
elapsed due date in respect of which full payment has not been received. Due dates are determined without
considering any grace period that might be available to the borrower.

e Additional qualitative reviews are performed to assess the staging results and make adjustments, as
necessary, to better reflect the positions whose credit risk has increased significantly.

For its other commercial exposures, SaskCentral uses its internal risk rating scale unless an external credit rating is
available. All exposures have a risk rating assigned that reflects the PD of the borrower which are reviewed and
updated at least annually. Significant increase in credit risk is evaluated based on the risk rating migration of the
exposures with consideration of forward-looking macroeconomic factors.

Movements between Stage 1 and Stage 2 are based on whether an instrument’s credit risk as at the reporting date
has increased significantly relative to the date it was initially recognized. For the purpose of this assessment, credit
risk is based on an instrument’s PD, not the losses SaskCentral expects to incur. The assessment is generally
performed at the instrument level.

For certain instruments with low credit risk as at the reporting date, it is presumed that credit risk has not increased
significantly relative to initial recognition. Credit risk is considered to be low if the instrument has a low risk of default,
and the borrower has the ability to fulfill their obligations both in near term and in the longer term, including periods
of adverse changes in the economic or business environment. SaskCentral considers a debt security to have low
credit risk when their credit risk rating is equivalent to the globally understood definition of ‘investment grade’.

Definition of default
SaskCentral considers a financial asset to be in default when:

e The external rating agencies have assigned a default rating to the investment;

e The debtissuer or obligor has not met a legally scheduled payment or has indicated that it will miss such a
payment in near future;

e The borrower has sought or been placed in bankruptcy resulting in the delay or avoidance of repayment of
the amount owing;

e Significant financial difficulty of the borrower;

e High probability of the borrower entering a phase of bankruptcy or a financial reorganization; or

e There is a measurable decrease in the estimated future cash flows from the loan or the underlying collateral.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)

(d) Impairment of financial assets (continued)
Definition of default (continued)

In addition to the above observable indicators, there is a rebuttable presumption that default does not occur later
than when a financial asset is 90 days past due. SaskCentral does not currently rebut this presumption except for
certain insured loans where, due to the strength of the underlying credit enhancement, it is reasonably certain that
collection efforts will result in a full recovery of the defaulted loan.

Forward looking information

The measurement of ECL and the assessment of significant increase in credit risk consider information about past
events and current conditions as well as reasonable and supportable forecasts of future events and economic
conditions. The estimation and application of forward-looking information requires significant judgment.

Macroeconomic factors

In its ECL models, SaskCentral relies on a broad range of forward-looking information as economic inputs, such as:
GDP growth, unemployment rates, Bank of Canada interest rates, oil price per barrel, the Canadian equity index, and
new housing starts. Predicted relationships between the key indicators and default and loss rates on various
portfolios of financial assets have been developed based on analyzing historical data. Where available, SaskCentral
will utilize geographic specific macroeconomic factors. Due to the limited loss history, SaskCentral has relied upon
industry norms and best practices to identify key drivers of credit risk and credit losses for each portfolio of financial
instruments and has estimated relationship between macro-economic variables, credit risk and credit losses.

Multiple forward-looking scenarios

SaskCentral determines ECL using multiple probability-weighted forward-looking scenarios. Based on economic
forecasts of large Canadian banks, SaskCentral formulates a ‘base case’ scenario of the future direction of relevant
economic variables as well as representative range of other possible forecast scenarios. This process involves
developing additional economic scenarios and considering the relevant probabilities of each outcome. External
information includes economic data and forecasts published by the Bank of Canada, provincial government bodies
and large Canadian financial institutions.

SaskCentral will typically probability weight the ‘base case’ scenario most heavily as it represents the most likely

outcome and is aligned with information used by SaskCentral for other purposes such as planning and budgeting.
The other scenarios represent more optimistic and pessimistic outcomes.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)

(d) Impairment of financial assets (continued)
Multiple forward-looking scenarios (continued)

The following table represents the values of the macroeconomic variables over the next four calendar quarters used
in determining SaskCentral's ECLs.

12-month forecast

Macroeconomic variables Base case

Bank of Canada interest rates (%) 4.41
Canadian unemployment (%) 6.45
GDP growth (% change) 0.85
Housing starts (000s/quarter) 60.44
Oil price ($USD) 77.75
Provision for credit losses (%) 0.20

Presentation of allowance for ECL in the statement of financial position

For financial assets measured at amortized cost, loss allowances for ECL are presented in the consolidated balance
sheet as a deduction from the gross carrying amount of the assets.

The allowance for credit losses for financial assets measured at FVTOCI does not reduce the carrying amount of the
asset in the consolidated balance sheet, which remains at its fair value. Instead, an amount equal to the allowance that
would arise if the assets were measured at amortized cost is recognized in OCI with a corresponding recognition to
the provision for credit losses in the consolidated statement profit or loss. Upon derecognition of a FVTOCI debt
instrument the accumulated unrealized fair value gains and losses, together with the impairment reserve, are recycled
from AOCI to the consolidated statement of profit or loss.

Modified financial assets

If the terms of a financial asset are modified or an existing financial asset is replaced with a new one, an assessment is
made to determine if the financial asset should be derecognized. Where the modification does not result in
derecognition, the date of origination continues to be used to determine a significant increase in credit risk. Where
modification results in derecognition, the original asset is derecognized, and the new asset is recognized at its fair
value. The difference between the carrying value of the derecognized asset and the fair value of the new asset is
recognized as a gain or loss in the consolidated statement of profit or loss.

Write-off

SaskCentral writes off an impaired financial asset (and the related impairment allowance), either partially or in full,
when there is no realistic prospect of recovery. Where the financial assets are secured, write-off is generally after
receipt of any proceeds from the realization of the security. In circumstances where the net realizable value of any
collateral has been determined and there is no reasonable expectation of further recovery, write-off may occur
earlier. In subsequent periods, any recoveries of amounts previously written off are credited to the net provision for
credit losses in the consolidated statement of profit or loss.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6 Financial instruments (continued)
(e) Derecognition of financial assets or liabilities

Financial assets are derecognized when the contractual rights to receive the cash flows from these assets have
expired or the assets have been transferred and substantially all the risks and rewards of ownership of the assets are
also transferred. SaskCentral tests control to ensure that continuing involvement on the basis of any retained powers
of control does not prevent derecognition. Where substantially all of the risks and rewards of ownership of the
financial asset are neither retained nor transferred, SaskCentral derecognizes the transferred asset only if it has lost
control over that asset. Control over the assets is represented by the practical ability to sell the transferred asset
without the need to impose additional restrictions. If SaskCentral retains control over the asset, it will continue to
recognize the asset to the extent of its continuing involvement. When financial assets are derecognized in full, a gain
or loss is recognized in the consolidated statement of profit or loss for an amount equal to the difference between the
carrying amount of the asset and the value of the consideration received.

SaskCentral derecognizes financial liabilities when, and only when, SaskCentral’s obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognized and the
consideration paid or payable is recognized in the consolidated statement of profit or loss.

2.7 Interest income and expense

Interest income and expense for all interest-bearing financial instruments are recognized within interest income and
interest expense in the consolidated statement of profit or loss using the effective interest method, except for short-
term receivables and payables when the effect of discounting is immaterial. When calculating the effective interest
rate, SaskCentral estimates future cash flows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit losses. The calculation includes all fees and basis
points paid or received between the parties to the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts. Transaction costs are incremental costs that are directly
attributable to the acquisition or issue of a financial asset or financial liability.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment loss,
interest income is recognized using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss.

Total interest income and total interest expense for specific categories of financial assets and financial liabilities is
presented in note 21.

2.8 Revenue recognition

Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts
collected on behalf of third parties. SaskCentral recognizes revenue when it transfers control of a product or service
to a customer. Determining the timing of the transfer of control, at a pointin time or over time, requires judgment.
Incremental costs of obtaining a contract are recognized in netincome on a basis consistent with the transfer of

control of the related product or service. SaskCentral utilizes a practical expedient and expenses these costs as they
are incurred when the expected recognition period is one year or less.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.8 Revenue recognition (continued)
Nature of goods and services

SaskCentral earns revenue outside of interest income on financial assets. Revenues arising from these streams are
recognized based on contracts with customers. The consideration received does not include any significant financing
components that are not included in the transaction price.

The following is a description of the principal activities for SaskCentral from which revenue is generated including the
nature of its performance obligations, the timing of when they are satisfied and the significant payment terms:

(a) SaskCentral revenue recognition
Liquidity management assessment

SaskCentral collects liquidity management assessment fees from member credit unions to provide services such as
clearing and settlement, daily cash flow management and emergency liquidity management. The liquidity
management assessment fees are reviewed and approved by SaskCentral's Board annually. The fees are assessed
based on member credit unions’ assets. The services are rendered over time and performance obligations are
satisfied in the same manner; therefore, revenues are recognized over time. Payment for the liquidity management
assessment fee is due on a monthly basis.

Management oversight revenues

SaskCentral provides support and management oversight of contractual arrangements between credit unions and
suppliers in regard to retail banking products, card issuance services, digital banking services and procurement
services. Credit unions can choose these services based on the size and complexities of the individual credit union.

The revenue is comprised of the fixed monthly fees and a per-member charge is billed monthly, for which payment is
due immediately. Management oversight is an ongoing activity and as such, performance obligations are satisfied
over time.

Tenant revenue

SaskCentral collects rental revenue from tenants relating to the lease of office and parking space. SaskCentral retains
substantially all of the risks and benefits of ownership and therefore accounts for leases with its tenants as operating
leases. Rental income is recognized systemically over the term of the lease. Any incentives offered in negotiating and
arranging an operating lease are amortized over the term of the operating lease. Tenant revenue is recorded based
on the amount received or to be received in accordance with the operating lease.

As described in note 27, on February 1, 2023, SaskCentral's investment property met the conditions outlined under
IFRS 5 and has been classified as an asset held for sale on the consolidated balance sheet. As such, tenant revenue
earned after February 1, 2023, has been classified as profit from discontinued operations on the consolidated
statement of profit or loss.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.8 Revenue recognition (continued)

(b) PPJV revenue recognition

Payment processing fees

The PPJV revenue is comprised primarily of payment processing services, including automated fund transfers, wires,
bill payments, Interac payments, cheque imaging, statement processing and other payments related services. The
performance obligations for legacy services are satisfied at the point in time in which the services are rendered to the
customer. For bill payments and Interac payments processed on the payments processing platform, the PPJV's
performance obligation is to provide continuous access to the platform and related payment services over the life of
the contract, and accordingly, revenue from these services is recognized over time. For both legacy services and Interac
payments processed on the platform, the transaction price is a fixed amount per transaction. The PPJV collects
payments from its customers on a monthly basis and there are no significant financing components.

2.9 Cash and cash equivalents

Cash and cash equivalents consist of cash and highly liquid securities with a short maturity from the date of
acquisition. They are subject to insignificant risk of changes in fair value and are used to manage short-term cash
commitments.

2.10 Derivative financial instruments

SaskCentral enters into derivative transactions to hedge foreign currency risks and for economic and asset/liability
management purposes. SaskCentral also enters into derivative transactions on an intermediary basis on behalf of

credit unions. These derivatives are carried at fair value on a gross basis as derivative assets and liabilities. Further
details of derivative financial instruments are disclosed in note 9.

Derivatives are initially recognized at fair value at the date the derivative contracts are entered into and are
subsequently remeasured at their fair value at the end of each reporting period. The resulting gain or loss is
recognized in the separate statement of profit or loss immediately.

2.11 Property, plant and equipment

Property, plant and equipment are reported at cost less accumulated depreciation and impairment losses. Land is not
amortized.

Depreciation is recognized using the straight-line method over the estimated useful life of the item of property, plant
and equipment. Depreciation is discontinued when the residual value is equal to or greater than the net carrying
value of a depreciable asset. The residual value of an asset is the estimated amount that would be currently obtained
from the disposal of the asset, after deducting the estimated costs of disposal, if the asset were already of the age
and in the condition expected at the end of its useful life.

The applicable depreciation periods are as follows:

Buildings 40 years
Building components 20 years
Building improvements 5to 35 years
Furniture and equipment 1 to 20 years
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.11 Property, plant and equipment (continued)

Depreciation methods, residual values and estimates of useful lives are reviewed at the end of each reporting period,
with the effect of any changes being accounted for on a prospective basis.

The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to SaskCentral and its cost
can be measured reliably. The carrying amount of the replaced part is derecognized. Day-to-day servicing costs of
property, plant and equipment are recognized in the consolidated statement of profit or loss as incurred.

Gains and losses arising from disposal of property, plant and equipment are measured as the difference between the
disposal proceeds and the carrying amount of the asset and are recognized in the consolidated statement of profit or
loss.

As described in note 27, on February 1, 2023, SaskCentral's building and land met the conditions outlined under IFRS
5. As such, the building and land have been classified as assets held for sale on the consolidated balance sheet.

2.12 Investment property

Investment property is a real estate property held for long-term rental income or for capital appreciation or both, and
that is not occupied by SaskCentral. Investment property may be partially occupied by SaskCentral with the
remainder being held for rental income or capital appreciation. If the part of the property held for rental income can
be sold separately, SaskCentral accounts for the portions separately. The portion that is owner-occupied is
accounted for as property, plant and equipment and the portion that is held for rental income is accounted for as an
investment property. In order to determine the percentage of the portions, SaskCentral uses the size of the property
measured in square feet.

Investment property is carried at its cost less any accumulated depreciation and accumulated impairment losses.
Depreciation is recognized using the straight-line method over forty years, which is the estimated useful life of the
investment property. Depreciation is discontinued when the residual value is equal to or greater than the net
carrying value of a depreciable asset. Depreciation methods, residual values and estimates of useful lives are
reviewed at the end of each reporting period, with the effect of any changes being accounted for on a prospective
basis.

As described in note 27, on February 1, 2023, SaskCentral's investment property met the conditions outlined under
IFRS 5. As such, the investment property has been classified as assets held for sale on the consolidated balance sheet.

2.13 Intangible assets

Intangible assets consist of acquired and internally developed software, and development costs related to the
development of the payments platform controlled by PPJV. Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated amortization and accumulated impairment losses. Eligible
development costs are expenditures that are directly attributable to building the payments platform and preparing
the asset for its intended use and include borrowing costs, fees associated with third party software development and
architecture, testing and project management. Costs associated with training, maintenance and data conversion
activities are expensed as incurred.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.13 Intangible assets (continued)

Amortization of development costs commences when payment processing service functionality is available for use on
the platform. While the platform is under development, amortization expense is recognized for payment processing
services that are available for use and is calculated based on the proportionate share of estimated total payment
volumes over the useful life of the platform. Development costs have an estimated useful life ending August 31,
2030. Amortization methods and estimates of useful lives are reviewed at the end of each reporting period, with the
effect of any changes being accounted for on a prospective basis.

An intangible asset is derecognized on disposal, or when no further economic benefits are expected from use or
disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference between the
net disposal proceeds and the carrying amount of the asset are recognized in the consolidated statement of profit or
loss when the asset is derecognized.

2.14 Impairment of non-financial assets

Non-financial assets such as property, plant and equipment, investment property and intangible assets are reviewed
to determine whether an impairment loss has occurred on the assets whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

If an impairment loss is presumed to exist, a recoverable amount is estimated for the asset to determine the extent of
the impairment loss. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use.
Value in use is assessed as the estimated future cash flows discounted to present value using a discount rate
reflecting current market assessments of the time value of money and risks specific to the asset where future cash
flows have not been adjusted. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash inflows (cash-generating units).

If the estimated recoverable amount is less than the carrying amount, the carrying amount is reduced to the
estimated recoverable amount. The difference between the recoverable and carrying amount is the impairment loss
and the loss is recognized in the consolidated statement of profit or loss immediately.

Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal of the
impairment at each reporting date and when there is an indication that reversal of the impairment may have
occurred. Upon reversal of an impairment loss the carrying amount is increased to the revised recoverable amount
and the revised recoverable amount does not exceed the carrying amount had the impairment loss not been
recognized in prior years. The reversal is recognized in the consolidated statement of profit or loss immediately. No
non-financial assets were impaired in 2023 or 2022.

2.15 Taxation

Income tax expense represents current and deferred tax. Current tax and deferred tax are recognized in the
consolidated statement of profit or loss except to the extent that it relates to items recognized directly in equity or in
OCl.

(a) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit for the year before
income taxes as reported in the consolidated statement of profit or loss because of items of income and expense that

are taxable or deductible in other years and items that are never taxable or deductible. SaskCentral's current tax is
calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.15 Taxation (continued)
(b) Deferred tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. Deferred income tax
is determined using tax rates (and laws) that have been enacted or substantively enacted by the date of the
consolidated balance sheet and are expected to apply when the related deferred income tax asset is realized, or the
deferred income tax liability is settled. The principal temporary differences arise from allowances for credit losses,
depreciation of property, plant and equipment, accrued expenses, the effective interest method, and carry-forward
amounts.

Deferred income tax is not recognized for the following: the initial recognition of goodwill, the initial recognition of
assets or liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable
income, and differences relating to investments in subsidiaries to the extent SaskCentral is able to control the timing
of the reversal of the temporary difference and to the extent that it is probable that the temporary differences will not
reverse in the foreseeable future.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences to the
extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

A deferred tax liability is recognized when income taxes are payable in future periods as a result of temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements.

Deferred tax related to fair value re-measurement of FVTOCI, which are recognized in OCI, is also recognized in OCI
and subsequently in the consolidated statement of profit or loss together with the deferred gains or losses.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities against
current tax assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but SaskCentral intends to settle current tax liabilities and assets on a net basis or their tax assets
and liabilities will be realized simultaneously.

2.16 Employee benefits
(a) Pension benefits

A defined contribution plan is a post-employment benefit plan under which SaskCentral pays fixed contributions into
a separate entity. SaskCentral has no legal or constructive obligations to pay further contributions if the plan does
not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior
periods.

The contributions are recognized as employee benefit expense when they are due in respect of service rendered
before the end of the reporting period. Prepaid contributions are recognized as an asset to the extent that a cash
refund or a reduction in the future payments is available. Contributions to a defined contribution plan that are due
more than twelve months after the end of the reporting period in which the employees rendered the service are
discounted to their present value at the reporting date.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.16 Employee benefits (continued)
(b) Short-term employee benefits

Short-term employee benefits obligations are measured on an undiscounted basis and are expensed as the related
service is provided.

A liability is recognized for the amount expected to be paid under SaskCentral's annual incentive compensation plan
if SaskCentral has a present legal or constructive obligation to pay this amount as a result of past service provided by
the employee and the obligation can be estimated reliably.

(c) Termination benefits

Termination benefits are employee benefits provided when employment is terminated by SaskCentral before the
normal retirement date, or whenever an employee accepts an offer of benefits in exchange for the termination of
employment. SaskCentral recognizes termination benefits at the earlier of the date when SaskCentral can no longer
withdraw the offer of those benefits and the date SaskCentral recognizes costs for a restructuring provision which
involves the payment of termination benefits. Benefits falling due more than twelve months after the date of the
consolidated balance sheet are discounted to present value.

2.17 Provisions

Provisions are recognized if, as a result of a past event, SaskCentral has a present legal or constructive obligation that
can be estimated reliably, and it is probable that SaskCentral will be required to settle the obligation. The amount
recognized as a provision is the best estimate of the consideration required to settle the present obligation at the
reporting date, taking into account the risks and uncertainties surrounding the obligation. Provisions are determined
by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time
value of money and, where appropriate, the risks specific to the liability.

2.18 Dividends

SaskCentral records dividends to shareholders as a reduction in retained earnings, in the year in which they are
declared.

2.19 New standards and interpretations not yet adopted

SaskCentral actively monitors developments and changes in accounting standards from the International Accounting
Standards Board (IASB), as well as requirements from the other regulatory bodies. Currently there are no standards,
amendments or interpretations issued by IASB that are expected to have an impact on SaskCentral’s future
consolidated financial statements.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the consolidated financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilities, profits and losses during the reporting period. Accordingly,
actual results may differ from those estimates. All estimates and assumptions required in conformity with IFRS are
best estimates undertaken in accordance with the applicable standard. Estimates and judgments are evaluated on a
continuous basis, and are based on historical experience and other factors, including expectations with regards to
future events. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the revision affects both current
and future periods.
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3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Critical judgments in applying accounting policies

The following are the critical judgments that management have made in the process of applying SaskCentral's
accounting policies and that have the most significant effect on the amounts recognized in the consolidated financial
statements.

Business model assessment

Classification and measurement of financial assets under IFRS 9 depends on the results of the solely payments of
principal and interest, and the business model test. SaskCentral determines the business model at a level that reflects
how groups of financial assets are managed together to achieve a particular business objective. This assessment
requires judgment reflecting all relevant evidence including how the performance of the assets is evaluated and their
performance measured, the risks that affect the performance of the assets and how these are managed, and how the
managers of the assets are compensated.

Allowance for credit losses

The ECL model requires the recognition of credit losses based on twelve months of expected losses for performing
financial assets and recognition of lifetime expected losses on performing loans that have experienced a significant
increase in credit risk since origination. The determination of a significant increase in credit risk takes into account
many different factors and varies by product and risk segment. The main factors considered in making this
determination are relative changes in PD since origination, and certain other criteria such as 30-days past due and
Morningstar DBRS ratings. The assessment of significant increase in credit risk requires experienced credit judgment.
In determining whether there has been a significant increase in credit risk and in calculating the amount of expected
credit losses, SaskCentral must rely on estimates and exercise judgment regarding matters for which the ultimate
outcome is unknown. These judgments include changes in circumstances that may cause future assessments of credit
risk to be materially different from current assessments, which could require an increase or decrease in the expected
credit loss allowance.

Significant influence over Celero Solutions

SaskCentral has significant influence over Celero Solutions by virtue of its 33.33% (2022- 33.33%) interest in Celero
Solutions. SaskCentral has the right to appoint two out of six (33.33%) members of the Celero Solutions Management
Committee. Management has concluded that due to the lack of unanimous consent required to make decisions
regarding relevant activities, SaskCentral does not have joint control over Celero Solutions. However, since
SaskCentral has 33.33% of the voting power of Celero Solutions, management has concluded that SaskCentral has
significant influence over Celero Solutions.

Losses from equity accounted investees

IAS 28, Investments in Associates and Joint Ventures requires losses from an equity accounted investee to be applied
to the investment and to any other long-term interests with the investee. Management is required to make judgments
on whether loans to equity accounted investees are considered a long-term interest. Management has concluded
that as of the end of the reporting period, loans to Celero Solutions are not a long-term interest and remain
accounted for in accordance with the requirements of IFRS 9.
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3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Critical judgments in applying accounting policies (continued)
Asset held for sale assessment

Under IFRS 5, assets are classified as held for sale when they are available for immediate sale and the sale is highly
probable. In determining whether a sale is highly probable, management is required to make judgements on
whether the sale will be completed within one year of the assessment date. Management has concluded that at the
end of the reporting period, SaskCentral’s building, investment property, and investment in Celero have met the
conditions outlined under IFRS 5, and the sales are expected to occur within one year.

Significant influence over CUC Wealth

CUC Wealth serves as a holding company for the five provincial credit union centrals and other co-operatives’
ownership in Aviso. Aviso is a national, integrated financial services company serving the wealth management needs
of Canadian credit unions and independent financial organizations.

SaskCentral has 10.92% (2022 - 10.92%) ownership in CUC Wealth. SaskCentral has significant influence over CUC
Wealth through its representation on the board of directors and participation in policy-making processes.
SaskCentral has the right to appoint one out of nine (11.11%) members to the CUC Wealth board of directors and
management has concluded that SaskCentral has significant influence over CUC Wealth. SaskCentral’s representation
on the CUC Wealth board of directors provides the ability to participate in and influence financial, operating and
policy-making processes, including participation in decisions around distributions of CUC Wealth.

Classification of Prairie Payments Joint Venture as a joint operation

SaskCentral is a joint venturer in a joint venture agreement, referred to as the PPJV, with Alberta Central and Credit
Union Central of Manitoba to administer the outsourcing of payments processing capabilities with IBM Canada Ltd.
The PPJV provides payment services and related support services to the members of its owners as well to other
organizations. SaskCentral has 33.33% (2022 - 33.33%) interest in PPJV. PPJV is an unincorporated joint operation
structured through a separate vehicle with a contractual agreement. This separate vehicle is an unincorporated joint
venture and is not seen as a separate entity under law. An unincorporated joint venture does not offer limited liability
and the assets and liabilities held in the separate vehicle are regarded legally as the assets and liabilities of the joint
venturer based on their proportionate share in the joint operation. The contractual agreement between SaskCentral,
Alberta Central, and Credit Union Central of Manitoba states that the gross revenues, expenses, income and losses of
the joint operation shall belong to, be owned by and borne exclusively by the three parties in proportion to their
ownership share in the joint operation.
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3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Critical judgments in applying accounting policies (continued)
Transfer of control of goods or services

Under IFRS 15, Revenue from Contracts with Customers (IFRS 15), revenue is recognized when a customer obtains
control of the goods or services. Determining the timing of the transfer of control, at a point in time or over time,
requires judgment. In making the judgment, management considered the detailed criteria for recognition of revenue
set outin IFRS 15.

Key sources of estimation uncertainty

The following are key assumptions concerning the future, and other key sources of estimation uncertainty at the end
of the reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year.

Fair value measurements and valuation processes

Some of SaskCentral’s financial assets and financial liabilities are measured at fair value for financial reporting
purposes. In estimating the fair value of an asset or liability, SaskCentral uses market-observable data to the extent it
is available. Where Level 1 inputs are not available, SaskCentral utilizes valuation techniques, such as discounted
cash flow models, or observable data from sources such as Bloomberg, to calculate the fair value of assets and
liabilities. Where valuation techniques such as models are used to determine fair values, they are validated and
periodically reviewed.

To the extent practical, models use only observable data; however, areas such as credit risk (both own-credit risk and
counterparty credit risk), volatilities and correlations require management to make estimates. Changes in
assumptions about these factors could affect the reported fair value of financial instruments. Information about the
valuation techniques and inputs used in determining the fair value of various assets and liabilities are disclosed in
notes 5 and 14.

Calculation of expected credit losses

The calculation of expected credit losses includes the explicit incorporation of forecasts of future economic
conditions. SaskCentral has developed models incorporating specific macroeconomic variables that are relevant to
each specific portfolio. SaskCentral exercises judgment to incorporate multiple economic forecasts which are
probability-weighted in the determination of the final expected credit loss. The allowance is sensitive to changes in
both economic forecast and the probability-weight assigned to each forecast scenario.

31



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Key sources of estimation uncertainty (continued)
Own credit risk

Determination of fair value changes in own credit risk on financial liabilities designated at FVTPL requires SaskCentral
to utilize valuation techniques, such as discounted cash flow model, where observable data is obtained from sources
such as Bloomberg. Where valuation techniques such as models are used to determine SaskCentral's own credit risk,
they are validated and periodically reviewed.

Impairment of intangibles

Intangible assets are assessed for impairment on an annual basis while under development or whenever there is an
indication that the intangible asset may be impaired. For the purpose of assessing impairment of non-financial
assets, SaskCentral must identify cash generating units (CGUs). Impairment testing is performed at a CGU level.
Assets and liabilities are grouped into CGUs at the lowest level of separately identified cash flows. Determination of
what constitutes a CGU is subject to management judgment. The composition of a CGU can directly impact the
recoverability of non-financial assets included within the CGU. Management has determined that SaskCentral has one
CGU relating to the operations of PPJV's payment processing services.

Income taxes

SaskCentral is subject to income taxes in multiple jurisdictions. Estimates are required in determining income tax
expense. There are transactions and calculations for which the ultimate tax determination is uncertain. SaskCentral
recognizes liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due.
Where the final outcome of these matters is different from the amounts that were initially recorded, such differences
will impact current income tax and deferred income tax expense.

The deferred income tax assets and liabilities recognized at December 31, 2023 are based on future profitability
assumptions within the foreseeable future. In the event of changes to these profitability assumptions, the deferred
income tax assets and liabilities recognized may be adjusted. Uncertainty about the assumptions and estimates of
future profitability could result in outcomes that require a material adjustment to the deferred assets or liabilities.

Litigation and other contingencies

SaskCentral determines the probability of a loss arising and reliably estimates the expenditures required to settle any
current or pending claims.
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4. FINANCIAL RISK MANAGEMENT

The Financial Management Policy, the Enterprise Risk Management Framework, and the Risk Appetite Framework
outline risk management activities that support the maintenance of sufficient liquidity while ensuring capital
adequacy and maintaining acceptable levels of risk. As a financial institution, SaskCentral is exposed to the following
risks as a result of holding financial instruments: credit risk, market risk, and liquidity risk.

The Enterprise Risk Management Framework describes the principles, governance structures, roles and
responsibilities and key concepts that SaskCentral uses to guide its assessment of risks within the organization. The
framework outlines a thorough and systematic way that risk is managed, identified, assessed, monitored and
reported. The Risk Appetite Framework sets basic goals, benchmarks, parameters and limits (e.g., level of losses) as to
the amount of risk SaskCentral is willing to accept, taking into account various financial, operational and
macroeconomic factors.

The following is a description of each risk and how they are managed.
Credit risk

Credit risk arises from a borrower, guarantor or counterparty’s inability or unwillingness to fully meet its contractual
obligations. The credit risk on securities and loans relates to principal and interest amounts. For derivatives, credit
risk is the contract’s replacement cost as opposed to its notional value. SaskCentral manages credit risk by:

e Restricting the concentration of credit to issuer, issuer group, and industry;

e Establishing prudent loan structuring, credit review and authorization processes;

e Monitoring the quality of the credit portfolio ensuring conservative valuation and timely recognition of losses
through specific loan impairment charges and securities write downs;

e Providing new and annual reviews of issuers and industries for credit quality;

e Limiting credit union loans;

e  Limiting the use of derivatives.

SaskCentral's Board is responsible for approving the credit risk tolerances in the Financial Management Policy upon
the recommendation of the Audit and Risk Committee. Compliance with this policy is presented to the Audit and Risk
Committee on a quarterly basis.

The Credit Committee, established by the Board and comprised of members of executive and senior management,
has the authority to approve large loans. The Asset and Liability Committee, established by the Board and comprised
of certain members of executive and senior management, has the authority to set credit risk strategies for the security
and loan portfolios within the risk tolerances in the Financial Management Policy.

The Investment Management Committee and Management Risk Committee, established by the Board and comprised
of members of executive and senior management support credit risk oversight by ensuring credit risk is well
understood and within stated risk appetite and tolerance limits.

The following reports, related to the management of credit risk, are provided to SaskCentral’s Audit and Risk
Committee:

Compliance certificate (certifying compliance with concentration limits)
Monitored and Non-Productive Assets Report

Large Lending Credit Report

Enterprise Risk Management Report
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4. FINANCIAL RISK MANAGEMENT (continued)

Credit risk (continued)

The SaskCentral credit risk objectives, policies, and methodologies have not changed materially from December 31,
2022.

SaskCentral assumes credit risk in both the security and loan portfolios. In the securities portfolio, SaskCentral
supplements its internal credit analysis with industry recognized rating agency data (Morningstar DBRS, Standard and
Poor’s, and Moody's). SaskCentral uses the most conservative rating from the rating agency data available. In the
loans portfolio, SaskCentral places primary reliance on internal risk ratings and a comprehensive review of the credit
worthiness of the borrower and the quality of the collateral underlying the loan. SaskCentral does not transact in
credit derivatives.

SaskCentral is exposed to credit related losses in the event of non-performance by the counterparties to derivative
contracts. In determining the credit quality of derivative instruments both SaskCentral’'s own credit risk and the risk of
the counterparty are considered elements of the credit quality.

SaskCentral’'s maximum exposure to credit risk, including undrawn commitments, without taking account of any
collateral held or other credit enhancements is:

2023
$
Amount Undrawn
outstanding _commitments Total
Cash and cash equivalents 262,098 - 262,098
Securities 2,151,360 5,690 2,157,050
Derivative assets 2,257 - 2,257
Loans 14,120 576,318 590,438
Investments in associates 30,699 - 30,699
Total exposure 2,460,534 582,008 3,042,542

(1 Excludes origination commitment as they are not tied to specific borrowers and therefore do not represent a credit risk exposure.
Refer to note 26 for more information. Includes unfunded capital commitments on securities.

2022
$
Amount Undrawn
outstanding commitments " Total
Cash and cash equivalents 200,445 - 200,445
Securities 2,994,993 7,740 3,002,733
Derivative assets 3,357 - 3,357
Loans 37,704 581,349 619,053
Investments in associates 31,455 - 31,455
Total exposure 3,267,954 589,089 3,857,043

" Excludes origination commitments as they are not tied to specific borrowers and therefore do not represent a credit risk exposure.
Refer to note 26 for more information.
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4. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)

The following table summarizes the credit quality of SaskCentral’s non-derivative financial assets and undrawn
commitments by risk rating category:

2023 2022
$ $
Stage 1 Stage 2 Stage 3 Total Total
Loans at amortized cost
Low risk 3,604 - - 3,604 29,438
Special monitoring - 10,516 - 10,516 8,266
Total exposure 3,604 10,516 - 14,120 37,704
Allowance for credit losses - (238) - (238) (237)
Undrawn commitments and
letters of credit ("
Low risk 574,651 - - 574,651 579,682
Special monitoring - 1,667 - 1,667 1,667
Total exposure @ 574,651 1,667 - 576,318 581,349
Allowance for credit losses - - - - -
Securities at amortized cost
Low risk - - - - 7,000
Securities at FVTOCI
AAA/RTH 1,479 - - 1,479 1,488
AA/RTM 23,048 - - 23,048 73,582
A/R1L 73,740 - - 73,740 393,034
BBB/R2H 967 - - 967 941
Unrated 8,793 - - 8,793 7,640
Total exposure 108,027 - - 108,027 476,685
Impairment reserve (39) - - (39) (87)
FVTPL securities
AAA/RTH 451,141 - - 451,141 774,583
AA/R1TM 476,150 - - 476,150 457,773
A/R1L 863,843 - - 863,843 960,604
BBB/R2H 205,847 - - 205,847 268,948
Unrated 35,914 - - 35,914 36,751
Total exposure 2,032,895 - - 2,032,895 2,498,659
Unfunded capital commitments
on securities
Unrated 5,690 - - 5,690 7,470
Total exposure 2,724,867 12,183 - 2,737,050 3,609,137

" Excludes origination commitments as they are not tied to specific borrowers and therefore do not represent a credit risk exposure.
Refer to note 26 for more information.

) The total exposure for undrawn commitments represents the maximum amount SaskCentral is contractually committed to fund.
Many of these contracts will expire without being drawn upon and thereby reduce SaskCentral’s credit risk from the maximum
commitment.

) Impairment reserves represent the accumulated ECLs which have been reclassified from OCl to net income since inception of the
FVTOCI debt instruments.
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4. FINANCIAL RISK MANAGEMENT (continued)

Credit risk (continued)

Collateral and other credit enhancements

(a) Commercial loans

As at December 31, 2023, approximately 100% (2022 - 100%) of SaskCentral's credit union and commercial loans are
secured. The credit risk on the loans to credit unions is mitigated because of the General Security Agreement
between SaskCentral and the credit unions. SaskCentral also held $88,637 (2022 - $156,748) of collateral in the form
of residential mortgages to secure the commercial loans.

(b) Securities

SaskCentral is exposed to credit risk related to its securities. SaskCentral doesn't hold any collateral on these
securities.

Credit risk by industry

Concentrations of credit risk indicate relative sensitivity of performance to developments affecting a particular
industry or geographic region.

The following table summarizes the authorized credit exposures by industry for financial assets.

2023 2022
$ $
Automobile financing 70,729 85,295
Banking (Schedule 1) 304,071 779,997
Information 121,316 143,192
Insurance carriers and related activities 997 997
Local credit union 480,510 511,628
Manufacturing 37,834 49,885
Mining & oil and gas extraction 89,288 106,591
Other non-depository (co-operatives) 380,582 304,899
Public administration (federal, provincial, and municipal
government) 1,239,364 1,521,124
Real estate 72,206 72,060
Retail trade 23,433 31,843
Securities, commodity contracts and other Fl's 87,694 113,640
Transportation and warehousing 31,514 28,405
Utilities 103,004 107,487
Total exposure 3,042,542 3,857,043
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4. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Counterparty credit risk

Counterparty credit risk is the risk that a counterparty to a derivative or FX spot transaction could default before the
final settlement of the transaction. In order to reduce counterparty credit risk exposure, SaskCentral uses, where
possible, legally enforceable bi-lateral and multi-lateral netting agreements with counterparties. All over-the-counter
derivatives are executed under industry standards agreements such as an International Swaps and Derivatives
Association (ISDA) agreement (or equivalent). SaskCentral uses legally enforceable collateral arrangements, such as a
credit support annex (CSA) where SaskCentral has chosen to adopt an exchange of variation margin.

Market risk
Market risk arises from three components:

e Interest rate risk refers to the current or prospective risk to SaskCentral’s capital and earnings arising from
adverse movement in interest rates;

e  Price risk which results from changes in the market price of an asset or liability; and

e  Foreign exchange risk which results from movements in foreign exchange rates.

SaskCentral manages market risk by:

e Matching asset duration or cash flows to liability duration or cash flows;

e  Establishing market risk limits;

e Monitoring exposure and simulating the impact of interest rate changes;

e Matching the amount of foreign-denominated assets to foreign-denominated liabilities; and
e Undertaking stress testing.

SaskCentral's Board is responsible for approving the market risk tolerances in the Financial Management Policy upon
the recommendation of the Audit and Risk Committee. Compliance with these policies is presented to the Audit and
Risk Committee on a quarterly basis. These policies outline maximum limits for the exposure of net interest income
and the economic value of equity.

The Asset and Liability Committee has the authority to set market risk strategies for the balance sheet within the risk
tolerances in the Financial Management Policy. In addition, management monitors the monthly simulation of the
impact of interest rate changes to ensure market risk levels remain within policy and strategy parameters, and reviews

derivative holdings.

The following reports, related to the management of market risk, are provided to SaskCentral’s Audit and Risk
Committee:

e  Compliance certificate (certifying compliance with net interest income and economic value of equity limits)
e Enterprise Risk Management Report

SaskCentral's market risk objectives and methodologies have not changed materially from December 31, 2022.
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4. FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
SaskCentral is not exposed to significant currency risk as the net foreign currency positions are not significant.

The following represents SaskCentral’s market risk position:

2023 2022
Adjusted Economic Adjusted Economic
net interest value of net interest value of
income equity income equity
Impact of:
200 bp increase in rates 12.45% (0.30%) 19.96% (2.71%)
200 bp decrease in rates (7.75%) 0.34% (23.01%) 3.32%
Impact of:
30% rate ramp increase 2.80% 0.34% 0.62% 0.92%
30% rate ramp decrease 0.60% 0.03% (4.07%) 2.40%

(a) Interest rate risk

SaskCentral's exposure to interest rate risk is the risk of capital and earnings volatility due to changes in interest rates.
This arises when assets and liabilities have different maturity profiles. Interest rate risk has the potential to affect
capital strength. Capital volatility is managed by matching asset duration or cash flows to liability duration or cash
flows. Interest rate derivatives may be used to manage the duration or cash flow mismatch. SaskCentral monitors
interest rate changes monthly on a forecasted basis.

SaskCentral evaluates interest rate risk by determining the financial impact under a variety of scenarios. SaskCentral
limits the impact of interest rate changes so that an immediate 200 bp parallel shift in the yield curve will not
negatively affect the economic value of equity by more than 20% or projected annual net interest income by more
than 40% and a 30% rate ramp scenario will not negatively affect the economic value of equity by more than 10% or
projected annual net interest income by more than 20%.

SaskCentral's interest rate sensitivity to fluctuations in the yield curve over the next twelve months are outlined in the
following table:

2023 2022
$ $
Other Other
Profit comprehensive Profit comprehensive
for the year (loss) income for the year (loss) income
Impact of:
200 bp increase in rates 15,379 (181) 18,343 (785)
200 bp decrease in rates 12,616 174 11,772 754
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4. FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a) Interest rate risk (continued)

Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements

SaskCentral's consolidated gap analysis as at December 31 is outlined in the following tables. Repricing dates are
based on the earlier of maturity or the contractual repricing date.

2023
$
Over 3
Floating months Over1 Non-
and on Within 3 and 1 year to Over 5 interest
demand months year 5 years years sensitive Total
Assets
Cash and cash
equivalents 262,098 - - - - - 262,098
Securities - 419,631 710,365 960,944 679 59,741 2,151,360
Loans - 13,421 450 11 - - 13,882
Other non-sensitive
assets - - - - - 96,024 96,024
Total assets 262,098 433,052 710,815 960,955 679 155,765 2,523,364
Liabilities
Deposits 230,073 150,764 562,624 726,332 1,200 568,830 2,239,823
Loans and notes
payable - 29,973 - - - - 29,973
Other non-sensitive
liabilities - - - - - 11,211 11,211
Equity attributable
to equity holders - - - - - 242,357 242,357
Total liabilities and
equity 230,073 180,737 562,624 726,332 1,200 822,398 2,523,364
On-balance sheet gap 32,025 252,315 148,191 234,623 (521) (666,633) -
Notional amount of derivative financial instruments
Pay side instruments - (2,325) (17,999) (24,293) - (44,617)
Receive side
instruments - 2,325 2,915 24,293 - 15,084 44,617
Derivative financial
instruments gap - - (15,084) - - 15,084 -
Total gap 32,025 252,315 163,275 234,623 (521) (681,717) -
Total cumulative gap 32,025 284,340 447,615 682,238 681,717 - -
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4. FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a) Interest rate risk (continued)

2022
$
Floating Over 3 Over 1 Non-
and on Within 3 months year to Over 5 interest
demand months and 1 year 5 years years sensitive Total
Assets
Cash and cash
equivalents 200,445 - - - - - 200,445
Securities 943,741 590,186 1,402,191 - 58,867 2,994,985
Loans 29,222 - 8,245 - - 37,467
Other non-sensitive
assets - - 89,243 89,243
Total assets 200,445 972,963 590,186 1,410,436 - 148,110 3,322,140
Liabilities
Deposits 202,763 145,216 413,730 993,020 - 909,813 2,664,542
Loans and notes
payable 29,954 - - - 29,954
Other non-sensitive
liabilities - - 313,278 313,278
Equity attributable
to equity holders - - 314,366 314,366
Non-controlling
interest - - - -
Total liabilities and
equity 202,763 175,170 413,730 993,020 - 1,537,457 3,322,140
On-balance sheet gap (2,318) 797,793 176,456 417,416 - (1,389,347) -
Notional amount of derivative financial instruments
Pay side instruments (3,728) (1,751) (42,789) - - (48,268)
Receive side
instruments 3,728 - 42,766 - 1,774 48,268
Derivative financial
instruments gap - (1,751) (23) - 1,774 -
Total gap (2,318) 797,793 178,207 417,439 - (1,391,121) -
Total cumulative gap (2,318) 795,475 973,682 1,391,121 1,391,121 - -

(b) Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument, including derivatives, will
fluctuate because of changes in market prices (other than those arising from interest rate risk or foreign exchange
risk), whether those changes are caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market. SaskCentral manages its other price risk by

adhering to the Financial Management Policy.
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4. FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk

Liquidity risk arises from the inability to generate or obtain necessary cash or cash equivalents in a timely manner, at a
reasonable price, to meet commitments as they become due, without incurring unacceptable losses.

Liquidity risk specific to the role of SaskCentral as operating liquidity manager is managed by:

e Investing in a stock of high-quality liquid assets (HQLA);

e  Ensuring liquidity funding sources are sufficient to meet the requirements for normal operating mode,
emergency operating mode, and bridge operations;

e Complying with the requirements of the Group Clearer, which requires pledging of system assets to meet
the standards described by the Bank of Canada’s Standing Liquidity Facility;

e Maintaining a Liquidity Crisis Management Plan document and disseminating to credit unions;

e Undertaking stress testing to assist in identifying, measuring and controlling liquidity risks and assessing
liquidity sufficiency in case of both internal and market-wide stress events; and

e  Maintaining an investment grade rating of R1-low.

The assessment of the liquidity position reflects management's estimates, assumptions, and judgments relative to
current and future company specific operations and market conditions.

The SaskCentral Board is responsible for approving the liquidity risk tolerances in the Financial Management Policy
upon the recommendation of the Audit and Risk Committee. Compliance with these policies is presented to the
Audit and Risk Committee on a quarterly basis.

The Asset and Liability Committee has the authority to set liquidity risk strategies for the balance sheet within the risk
tolerances in the Financial Management Policy. In addition, this committee reviews compliance with mandatory
liquidity requirements and monitors the liquidity position and projections, including the results of stress testing.

The following reports, related to the management of liquidity risk, are provided to SaskCentral’s Audit and Risk
Committee:

e Compliance certificate (certifying compliance with liquidity coverage ratio limits)
e  Enterprise Risk Management Report.

SaskCentral uses two metrics to monitor liquidity risk: the SaskCentral stand-alone Liquidity Coverage Ratio (LCR)
and a system-wide LCR. The system-wide LCR is a combined view of Saskatchewan credit unions and is calculated by
CUDGC. The stand-alone LCR is modeled after the CUDGC Standards of Sound Business Practice - Liquidity
Adequacy Requirements (SSBP-LAR). This SSBP does not apply to SaskCentral; however, SaskCentral has
incorporated the LAR principles in the LCR.

2023 2022
System-wide Stand-alone System-wide Stand-alone
LCR LCR LCR LCR
Policy limit 120% 110% 120% 110%
Actual 207% 170% 232% 198%

SaskCentral's liquidity risk objectives and methodologies have not changed materially from December 31, 2022.
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4. FINANCIAL RISK MANAGEMENT (continued)

Liquidity risk (continued)

Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements

In the normal course of business SaskCentral enters into contracts that give rise to commitments of future minimum
payments which affect liquidity.

The following table provides a summary of SaskCentral's primary future contractual funding commitments.

2023
$
Over Over
On Within 3 months 1 year Over No fixed
Demand 3 months to1year to5years 5years maturity Total
Deposits 230,073 142,875 565,357 731,473 1,215 568,830 2,239,823
Loans and notes
payable - 29,973 - - - - 29,973
Total exposure 230,073 172,848 565,357 731,473 1,215 568,830 2,269,796
2022
$
Over Over
On Within 3 months 1 year Over No fixed
Demand 3 months to1year to5years 5years maturity Total
Deposits 202,763 145,765 417,384 1,031,724 909,813 2,707,449
Loans and notes
payable - 29,954 - - - 29,954
Total exposure 202,763 175,719 417,384 1,031,724 909,813 2,737,403

42



December 31, 2023

in thousands of Canadian dollars

Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements

5. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Some of SaskCentral’s financial assets and financial liabilities are measured at fair value at the end of each reporting
period. The following table provides information about how the fair values of these financial assets and financial
liabilities are determined (in particular, the valuation technique(s) and inputs used).

Fair value of financial assets and financial liabilities measured at fair value on recurring basis

Fair value as at

2023 2022 Fair value Valuation technique(s) and key
Instrument Classification $ $ hierarchy input(s)
Financial assets
Securities
Government FVTOCI 1,479 1,488 Level 2 Market comparable prices using
Desianat uoted bid prices obtained from
[:e\jTgpLa ed 1,199,567 1,520,391 Level 2 gloomberg,por dealer quoted prices
where applicable.
Corporate debt ~ FVTOCI 967 2,919 Level 2 Market comparable prices using
. quoted bid prices obtained from
Designated 627,479 686,898 Level 2 Bloomberg, or dealer quoted prices
FVTPL where applicable.

Equities FVTPL 16,640 18,237 Level 3 Pooled fund investments are valued
based on estimated fair values
determined using appropriate
techniques and best estimates by the
investment administrator and recorded
based on net asset values.

Chartered banks FVTOCI 96,788 464,638 Level 2 Market comparable prices using

Desian uoted bid prices obtained from
;S\jTgpLated 154,901 240,143 Level 2 gloomberg,por dealer quoted prices
FVTPL 15,034 14,476 Level 2 Where applicable.

Co-operatives!”  FVTOCI 8,793 7,640 Level 3 Discounted cash flow. Future cash
flows based on projected operating
results of the entity and a terminal
growth rate ranging from 0 - 2% (2022 -
0-2%). Discount rate ranging 12% -
13% (2022 - 11% - 12%).

Exchange FVTPL 18,159 17,399 Level 2 Market comparable prices using

Traded Funds quoted bid prices obtained from
Bloomberg.

Derivative assets

Index-linked FVTPL 3,654 5,376 Level 2 Discounted cash flow. Future cash

term deposits flows are estimated based on
observable market inputs (third party
quotes, pricing on trading venues and
prices for comparable transactions) and
a discount rate derived from relevant
market inputs for each asset class.

Total financial assets 2,143,461 2,979,605

(") Certain co-operative securities with a carrying value at December 31, 2023 of $1,115 (2022 - $1,115) are not included in this note
as these securities are carried at cost because a quoted price in an active market is not available and the fair value cannot be reliably

measured.
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5. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (continued)
Fair value of financial assets and financial liabilities measured at fair value on recurring basis (continued)

Fair value as at

2023 2022 Fairvalue Valuation technique(s) and key
Instrument Classification $ $ hierarchy input(s)
Financial liabilities
Deposits Designated 2,000,896 2,455,140 Level 2 Discounted cash flow. Future cash flows
FVTPL are determined based on rates for the

underlying asset portfolio, estimated
using market comparable rates from

Bloomberg.
Derivative liabilities
Index-linked FVTPL 3,654 5,376 Level 2 Discounted cash flow. Future cash flows
term deposits are estimated based on observable

market inputs (third party quotes, pricing
on trading venues and prices for
comparable transactions) and a discount
rate derived from relevant market inputs
for each asset class.

Foreign FVTPL 816 1,030 Level 2 Market comparable prices using yields
exchange with matching terms to maturity. The fair
contracts values reflect the estimated amounts that

SaskCentral would receive if the contracts
were terminated at the reporting date.

Total financial liabilities 2,005,366 2,461,546

SaskCentral's policy is to recognize transfers into and transfers out of fair value hierarchy levels as of the date of the
event or change in circumstances that caused the transfer. There were no transfers between Level 1, Level 2 and/or
Level 3in 2023 and 2022.

Reconciliation of Level 3 fair value measurements

The following table summarizes the changes in Level 3 assets and liabilities recorded at fair value:

2023 2022

$ $

Level 3, beginning of year 25,877 5,680

Unrealized losses in profit or loss (3,647) (204)

Unrealized gains in OCI 816 15

Purchases/issuances 2,387 20,386
Sales/settlements -

Transfer in (out) of Level 3 - -

Level 3, end of year 25,433 25,877

Total losses for the period included in profit or loss for
assets held at the end of the reporting period (3,647) (204)

SaskCentral holds securities for which the fair value is derived using significant unobservable inputs. Securities
classified as Level 3 instruments include investments in Canadian and U.S. credit, private equity fund investments and
real estate pooled funds. Pooled fund investments are valued based on estimated fair values determined using
appropriate techniques and best estimates by either the investment administrator, management of the pooled fund,
or appraisers.
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5. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (continued)
Reconciliation of Level 3 fair value measurements (continued)

Where external appraisers are engaged to perform the valuation, the investment administrator ensures the appraisers
are independent and compares the assumptions used with the administrator’s expectations based on current market
conditions and industry practice to ensure the valuation captures the business and economic conditions specific to
the investment. Significant unobservable inputs include discount rates, capitalization rates, rent forecasts, market
interest rates and credit spreads. The year-end fair values of the pooled funds are provided by the investment
administrator and are recorded based on net asset values. These net asset values are reviewed by management.

Fair value of financial assets and liabilities not measured at fair value on recurring basis (but fair value
disclosures are required)

Except as detailed in the following table, SaskCentral considers that the carrying amounts of financial assets and
financial liabilities recognized in the consolidated financial statements approximate their fair value.

Carrying value as at Fair value as at Fair value
2023 2022 2023 2022 hierarchy
$ $ $ $ Valuation technique
Financial assets
Loans 14,120 37,704 14,065 37,673 Level 2 Discounted cash flows
based on current market
Central 1 subordinated rates of interest for similar
debentures - 7,000 - 6,555 Level 2 lending.
Total financial assets 14,120 44,704 14,065 44,228
Financial liabilities
Deposits (! 230,073 202,763 230,073 202,763 Level2  Discounted cash flows
based on current market
Loans and notes rates of interest for similar
payable 29,973 29,954 29,973 29,954 Level 2 maturities.

Total financial liabilities 260,046 232,717 260,046 232,717

() Certain deposits are designated at FVTPL and are measured at fair value on a recurring basis. The fair value methods for these
deposits have been disclosed in the preceding charts.

6. CAPITAL MANAGEMENT

SaskCentral manages and monitors capital from several perspectives, including regulatory capital requirements and
operational capital requirements.

SaskCentral manages its capital by monitoring, on a quarterly basis, a number of regulatory requirements as
prescribed by CUDGC and by internal Board and operational policies. The regulatory capital ratio (Borrowing
Multiple) calculation is specified in the CUDGC Capital Adequacy Requirements Prudential Standard 2017-02 for
SaskCentral. Annually, SaskCentral develops a three-year capital plan that is reviewed with the Audit and Risk
Committee. This capital plan discusses the components of capital, the assumptions and risk factors, the capital and
financial position, and provides alternatives to support organizational growth.
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6. CAPITAL MANAGEMENT (continued)

The Borrowing Multiple is an important measure for SaskCentral as it determines the level of borrowings to total
regulatory capital in the organization. Total borrowings are comprised of total deposits, loans and notes payable and
liabilities related to derivative contracts, excluding index-linked term deposits. The Borrowing Multiple is not to
exceed 20.0 times total borrowings as prescribed by CUDGC. Internal board policy for this ratio is set at 18.0 times.
Operationally, management targets a maximum ratio of 17.0 times.

Regulatory capital is allocated to two tiers: Tier 1 and Tier 2. Tier 1 regulatory capital comprises the more permanent
components of capital and consists of share capital and retained earnings, excluding AOCI and goodwill. CUDGC
monitors SaskCentral on a non-consolidated basis, as such for the purposes of SaskCentral’s non-consolidated
regulatory capital, the goodwill resulting from the acquisition of control is not included. Tier 2 regulatory capital
consists of subordinated debentures, less any amortization on the subordinated debentures as required by CUDGC.
Total regulatory capital is defined as the sum of Tier 1 and Tier 2 regulatory capital, less substantial investments and
assets of little or no realizable value.

CUDGC also prescribes an ICAAP to address SaskCentral’s unique conditions. ICAAP is an integrated process that
evaluates capital adequacy and is used to establish capital targets that take into consideration the strategic direction
and risk appetite of SaskCentral. ICAAP seeks to identify the material risks requiring capital and quantify the amount
of capital that should be held in relation to those risks.

Throughout 2023 and 2022, SaskCentral has been in compliance with CUDGC prescribed capital adequacy
requirements, board policy capital requirements, and internally imposed operational capital targets.

2023 2022
$ $
Capital

Tier 1 and Tier 2 regulatory capital 239,992 314,412

Less deductions:
Substantial investments 30,859 32,049
Assets of little value 14,247 12,544
Total borrowing multiple capital 194,886 269,819
Borrowing multiple 11.6:1 10.0:1

7. CASH AND CASH EQUIVALENTS

2023 2022
$ $
Cash and balances with Central 1 183,354 96,964
Cash and balances with banks 6,877 5,120
Cash equivalents 71,867 98,361
262,098 200,445
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8. SECURITIES

Credit Union Central of Saskatchewan

Notes to the Consolidated Financial Statements

SaskCentral's securities portfolio is comprised of a large number of securities carrying a variety of terms and
conditions. Approximately 82% (2022 - 72%) of the portfolio bears interest at fixed rates and pays interest semi-
annually and/or upon maturity. The remainder of the portfolio earns interest at variable rates and pays interest
monthly or quarterly, provides a return of dividends over varying periods of time or provides an index-linked return.

The maturity dates and weighted average effective interest rates for the securities portfolio are as follows:

2023
$
Term to maturity
Over
Over 3 1 year
Within3 months to to Over5 No fixed
Yield ™  months 1year 5years years maturity Total
FVTOCI
Government
Fair value 5.03% - 1,479 - - - 1,479
Amortized cost - 1,479 - - - 1,479
Corporate debt
Fair value 2.24% - 967 - - - 967
Amortized cost - 1,000 - - - 1,000
Chartered banks
Fair value 4.44% 64,738 25,288 6,762 - - 96,788
Amortized cost 64,824 25,648 6,929 - - 97,401
Co-operatives ¥
Fair value - - - - 8,793 8,793
Amortized cost - - - - 3,639 3,639
Total FVTOCI fair value 64,738 27,734 6,762 - 8,793 108,027
Total FVTOCI amortized cost 64,824 28,127 6,929 - 3,639 103,519
Designated FVTPL
Government
Fair value 3.78% 265,905 379,407 554,255 - - 1,199,567
Amortized cost 265,606 382,548 562,285 - - 1,210,439
Corporate debt @)
Fair value 3.41% 40,373 251,569 335,537 - - 627,479
Amortized cost 40,536 254,542 335,907 - - 630,985
Chartered banks
Fair value 2.74% 38,177 51,655 64,390 679 - 154,901
Amortized cost 38,286 52,357 65,778 649 - 157,070
Total designated FVTPL fair
value 344,455 682,631 954,182 679 - 1,981,947
Total designated FVTPL
amortized cost 344,428 689,447 963,970 649 - 1,998,494

" represents weighted average effective interest rates based on year-end carrying values
@ corporate debt includes commercial paper and medium-term notes
) SaskCentral has chosen to elect certain equity securities at FVTOCI under IFRS 9
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8. SECURITIES (continued)

2023 (continued)

$
Term to maturity
Over 3 Over
Within3 months 1yearto Over5 No fixed
Yield”  months to 1year 5 years years maturity Total
FVTPL
Chartered banks
Fair value 3.10% - - - - 15,034 15,034
Amortized cost - - - - 15,255 15,255
Co-operatives
Fair value - - - - 1,115 1,115
Amortized cost - - - - 1,115 1,115
Equities
Fair value - - - - 16,640 16,640
Amortized cost - - - - 20,181 20,181
Exchange Traded Funds
Fair value 3.60% - - - - 18,159 18,159
Amortized cost - - - - 15,582 15,582
Total FVPTL fair value - - - - 50,948 50,948
Total FVTPL amortized cost - - - - 52,133 52,133
Total carrying value of
securities 2,140,922
Accrued interest 10,438
2,151,360

(" represents weighted average effective interest rates based on year-end carrying values
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8. SECURITIES (continued)

2022
$
Term to maturity
Over 3 Over Over
Yield Within 3 months 1 yearto 5 No fixed
™ months to 1 year S5years years maturity Total

FVTOCI
Government

Fair value 3.95% 1,488 - - - - 1,488

Amortized cost 1,492 - - - - 1,492
Corporate debt @

Fair value 2.80% - 1,978 941 - - 2,919

Amortized cost - 2,000 1,000 - - 3,000
Chartered banks

Fair value 4.25% 424,443 18,806 21,389 - - 464,638

Amortized cost 425,521 19,103 22,200 - - 466,824
Co-operatives ¥

Fair value - - - - 7,640 7,640

Amortized cost - - - - 3,302 3,302
Total FVTOCI fair value 425,931 20,784 22,330 - 7,640 476,685
Total FVTOCI amortized cost 427,013 21,103 23,200 - 3,302 474,618
Designated FVTPL
Government

Fair value 3.46% 463,317 256,421 800,653 - - 1,520,391

Amortized cost 463,439 257,405 820,979 - - 1,541,823
Corporate debt

Fair value 2.53% 41,852 196,292 448,754 - - 686,898

Amortized cost 42,005 199,807 466,624 - - 708,436
Chartered banks

Fair value 1.64% - 116,689 123,454 - - 240,143

Amortized cost - 118,641 129,851 - - 248,492
Total designated FVTPL fair

value 505,169 569,402 1,372,861 - - 2,447,432
Total designated FVTPL

amortized cost 505,444 575,853 1,417,454 - - 2,498,751

() represents weighted average effective interest rates based on year-end carrying values
@ corporate debt includes commercial paper and medium-term notes
3) SaskCentral has chosen to elect certain equity securities at FVTOCI under IFRS 9
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8. SECURITIES (continued)

Credit Union Central of Saskatchewan
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2022 (continued)

$
Term to maturity
Over 3 Over
Within3 months 1yearto Over5 No fixed
Yield (" months to 1 year 5 years years maturity Total
FVTPL
Chartered banks
Fair value 3.10% - - 14,476 14,476
Amortized cost - - 15,556 15,556
Co-operatives
Fair value - - 1,115 1,115
Amortized cost - - 1,115 1,115
Equities
Fair value - - 18,237 18,237
Amortized cost - - 18,513 18,513
Exchange Traded Funds
Fair value 3.60% - - 17,399 17,399
Amortized cost - - 15,582 15,582
Total FVPTL fair value - - 51,227 51,227
Total FVTPL amortized cost - - 50,766 50,766
Amortized cost
Central 1 subordinated
debentures
Amortized cost 5.04% - 7,000 - - 7,000
Total carrying value of
securities 2,982,344
Accrued interest 12,649
Allowance for credit losses
[note 11] (8)
2,994,985

() represents weighted average effective interest rates based on year-end carrying values

50



December 31, 2023
in thousands of Canadian dollars

8. SECURITIES (continued)

Unrealized gains and losses on securities

Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements

2023
$
Unrealized Unrealized
Amortized cost gains losses Fair value
FVTOCI securities
Government 1,479 - - 1,479
Corporate, chartered banks and
co-operatives 102,040 5,166 (658) 106,548
103,519 5,166 (658) 108,027
Designated FVTPL securities
Government 1,210,439 1,901 (12,773) 1,199,567
Corporate and chartered banks 788,055 4,375 (10,050) 782,380
1,998,494 6,276 (22,823) 1,981,947
FVTPL securities
Chartered banks, co-operatives and
Exchange Traded Funds 31,952 2,902 (546) 34,308
Equities 20,181 116 (3,657) 16,640
52,133 3,018 (4,203) 50,948
2,154,146 14,460 (27,684) 2,140,922
2022
$
Unrealized Unrealized
Amortized cost gains losses Fair value
FVTOCI securities
Government 1,492 (4) 1,488
Corporate, chartered banks and
co-operatives 473,126 4,444 (2,373) 475,197
474,618 4,444 (2,377) 476,685
Designated FVTPL securities
Government 1,550,657 1,128 (22,862) 1,528,923
Corporate and chartered banks 948,094 413 (29,998) 918,509
2,498,751 1,541 (52,860) 2,447,432
FVTPL securities
Chartered banks, co-operatives and
Exchange Traded Funds 32,253 1,817 (1,080) 32,990
Equities 18,513 (276) 18,237
50,766 1,817 (1,356) 51,227
3,024,135 7,802 (56,593) 2,975,344
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9. DERIVATIVE ASSETS AND LIABILITIES

Derivative financial instruments are financial contracts whose value is derived from an underlying interest rate, foreign
exchange rate, equity instrument or index. Derivative contracts are expressed in notional amounts. The notional
amounts, which are off-balance sheet, do not represent amounts exchanged and, thus, are not a measure of
SaskCentral's exposure through the use of derivatives. The notional amount is the reference amount used to
determine the payment required by contract and is a common measure of business volume.

Foreign exchange forward contracts are contractual obligations to buy or sell one currency against another, for
settlement on the day the contract expires. A foreign exchange contract manages the risk of fluctuating exchange
rates by locking in a current price for a transaction that will take place in the future. Foreign exchange exposure is
managed through entering into foreign exchange forward contracts.

Index-linked term deposits are contractual agreements between SaskCentral and participating credit unions, where
credit union members’ returns are linked to an underlying basket of stocks or indices. The return is generated
through the use of a derivative specific to each product offering. SaskCentral is party to these transactions by
facilitating the transactions, providing treasury expertise, and directing settlement with each participating credit
union.

Derivatives currently held or issued are for non-trading purposes. These derivatives are used in managing
SaskCentral's asset/liability activities.

2023
$
Notional amount by term to maturity Fair value
Over Over
Within 3 months 1 year Over
3months to1year toS5years 5years Total Asset  Liability
Asset / liability management
Foreign exchange contracts - 15,084 - - 15,084 - 816
As intermediary
Index-linked term deposits 2,325 2,915 24,293 - 29,533 3,654 3,654
2,325 17,999 24,293 - 44,617 3,654 4,470
2022
$
Notional amount by term to maturity Fair value
Over Over
Within 3 months 1 year Over
3months to1year to5years 5 years Total Asset Liability
Asset / liability management
Foreign exchange contracts - - 15,107 - 15,107 - 1,030
As intermediary
Index-linked term deposits 3,728 1,751 27,682 - 33,161 5,376 5,376
3,728 1,751 42,789 - 48,268 5,376 6,406
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9. DERIVATIVE ASSETS AND LIABILITIES (continued)

Amounts expected to be recovered or settled:

2023 2022
$ $
Asset Liability Asset Liability
Within 12 months 710 1,526 1,257 1,257
After 12 months 2,944 2,944 4,119 5,149
3,654 4,470 5,376 6,406
10. LOANS
2023 2022
$ $
Gross carrying Allowance for Gross carrying  Allowance for

value credit losses Total value credit losses Total

Loans at amortized cost
Credit union 3,604 - 3,604 29,428 - 29,428
Commercial loans 10,461 (238) 10,223 8,245 (237) 8,008
14,065 (238) 13,827 37,673 (237) 37,436
Accrued interest 55 31
13,882 37,467

The maturity dates, and weighted average effective interest rates for the loan portfolio are as follows:

2023
$
Over 3
Effective = Within3 monthsto Over 1 year Over5

rate months 1 year to 5 years years Total

Loans at amortized cost
Credit union 6.70% 3,604 - - - 3,604
Commercial loans 7.20% 10,000 450 11 - 10,461
13,604 450 11 - 14,065
Accrued interest 55

14,120
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10. LOANS (continued)

2022
$
Over 3 Over 1
Effective Within 3 months to 1 yearto 5
rate months year years  Over 5 years Total
Loans at amortized cost
Credit union 5.84% 29,428 - - 29,428
Commercial loans 6.45% 4,000 - 4,245 - 8,245
33,428 - 4,245 - 37,673
Accrued interest 31
Total gross carrying value 37,704
11. ALLOWANCE AND PROVISION FOR CREDIT LOSSES
The following table presents the changes to the allowance for credit losses for SaskCentral's financial assets:
2023 2022
$ $
Stage 1 Stage2 Stage3 Total Total
Allowance on financial assets at amortized cost
Balance as at January 1 8 237 - 245 29
Provision for credit (recoveries) losses on financial assets (8) 1 - (7) 216
Transfer to (from):
Stage 1 - - - - (6)
Stage 2 - - - - 6
Balance at December 31 - 238 - 238 245
Allowance on financial assets at FVTOCI
Balance as at January 1 87 - - 87 43
Provision for credit (recoveries) losses on financial assets (48) - - (48) 44
Balance at December 31 39 - - 39 87
Total allowance for credit losses
Balance as at January 1 95 237 - 332 72
Provision for credit (recoveries) losses on financial assets (56) 1 - (55) 260
Balance at December 31 39 238 - 277 332

For the purpose of impairment assessment, the securities and certain commercial loans to credit unions above are
considered to have low credit risk as the counterparties to these investments have an investment grade credit rating.
Accordingly, for the purpose of impairment assessment for these financial assets, the loss allowance is measured at
an amount equal to a twelve-month ECL.
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11. ALLOWANCE AND PROVISION FOR CREDIT LOSSES (continued)

SaskCentral is exposed to credit risk in relation to securities and loans. The credit risk on certain loans to credit unions
is mitigated because of the General Security Agreement between SaskCentral and the credit unions. SaskCentral has
not recognized a loss allowance for the credit union loans that are collateralized by the General Security Agreement.

The allowance for credit losses on financial assets at FVTOCI is not recognized in the consolidated balance sheet
because the carrying amount of securities at FVTOCI is fair value. The cumulative amount of the provision for credit
losses recognized in the consolidated statement of profit or loss is presented in AOCI. The provision for credit losses
on financial assets measured at FVTOCI is recognized in OCI.

There were no credit impaired (Stage 3) securities in either 2023 or 2022.

12. INVESTMENTS IN ASSOCIATES
Celero Solutions

At December 31, 2023, SaskCentral has a 33.33% (2022 - 33.33%) interest in Celero Solutions, an arrangement
between SaskCentral, Alberta Central and Credit Union Central of Manitoba for the purpose of providing information
technology (IT) services including developing new IT services and providing technology-based products. Celero
Solutions' registered place of business is Calgary, Alberta.

During 2023, the Board approved the intent to sell SaskCentral’s investment in Celero Solutions. The disposition is
consistent with SaskCentral’s long-term business plan. As of December 31, 2023, management has concluded that
the investment in Celero Solutions met the conditions under IFRS 5 and is classified as an asset held for sale in the

consolidated balance sheet. Refer to note 27 for more information.

CUC Wealth
At December 31, 2023, SaskCentral has a 10.92% (2022 - 10.92%) interest in CUC Wealth, which was created to
hold SaskCentral, Atlantic Central, Central 1, Credit Union Central of Manitoba, Alberta Central and the Co-

operators investment share in Aviso. CUC Wealth's principal place of business is Winnipeg, Manitoba.

Summary financial information for equity accounted investees, not adjusted for the percentage ownership held by
SaskCentral is as follows:

2023

$
Other Total
Profit comprehensive comprehensive
Assets Liabilities Revenue (loss) income income (loss)
Celero Solutions 50,974 70,609 72,118 (5,390) - (5,390)
CUC Wealth 162,514 31,585 35,976 28,593 3,717 32,310
213,488 102,194 108,094 23,203 3,717 26,920
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12. INVESTMENTS IN ASSOCIATES (continued)

Other Total

comprehensive  comprehensive

Assets Liabilities Revenue income income (loss)

Celero Solutions 44,166 54,246 67,276 - (20,197)
CUC Wealth 150,180 16,946 30,727 (5,277) 20,543
194,346 71,192 98,003 (5,277) 346

A reconciliation of Celero Solutions and CUC Wealth's financial information to the carrying amount of SaskCentral's
interest in associates recognized in the consolidated financial statements is provided below.

2023
$

Celero Solutions CUC Wealth
Net assets of the associate (19,635) 130,929
Proportion of SaskCentral’s ownership interest 33.3% 10.92%
(6,545) 14,297
Fair value differential upon acquisition - 19,386
Amortization of fair value differential - (3,039)
Unrecognized cumulative share of losses of an associate 5,157 -
Distributions recognized in profit or loss 1,388 -
Other adjustments - 55
Carrying amount of SaskCentral’s interest in associates - 30,699

2022

$

Celero Solutions CUC Wealth
Net assets of the associate (10,080) 133,234
Proportion of SaskCentral's ownership interest 33.3% 10.92%
(3,360) 14,549
Fair value differential upon acquisition 19,386
Amortization of fair value differential - (2,511)
Unrecognized share of losses of an associate for the year 3,360 -
Other adjustments 31
Carrying amount of SaskCentral’s interest in associates - 31,455
Cumulative share of loss of associate 3,360 -

SaskCentral has not recognized cumulative losses totaling $5,157 (2022 - $3,360) in relation to its interest in Celero
Solutions because SaskCentral has no obligation in respect of those losses. In addition, the loans to Celero Solutions
described in note 25 of $10,516 (2022 - $8,244) are not considered part of the net investment and therefore, the
unrecognized losses have not been attributed to those loans. Although SaskCentral is liable in proportion to its
ownership interest in Celero Solutions, for all of Celero Solutions’ covenants and obligations, these losses do not
reflect an obligation to SaskCentral at the end of the reporting period and therefore have not been recognized.
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12. INVESTMENTS IN ASSOCIATES (continued)

As noted, Celero Solutions has been reclassified as an asset held for sale. There is no carrying value of the investment
in Celero Solutions at December 31, 2023. Refer to note 27 for further information.

SaskCentral received the following dividends from its investments in associates:

2023 2022

$ $

Celero Solutions 1,388 1,225
CUC Wealth 189 94
1,577 1,319

In 2023, SaskCentral received a dividend of $1,388 from Celero Solutions that has been recorded in the line ‘profit for
the year from discontinued operations’ on the consolidated statement of profit or loss. SaskCentral has no obligation
to refund the distribution and is not liable for the obligations of the associate at the end of the reporting period.

13. PROPERTY, PLANT AND EQUIPMENT

2023
$
Furniture
and Right of use
Land Building equipment asset Total
Cost
Balance as at January 1 859 13,002 1,543 505 15,909
Additions - 13 68 164 245
Disposals - - (75) (8) (83)
Transfer to investment property - (41) - - (41)
Reclassification to assets held
for sale [note 27] (859) (12,974) (586) - (14,419)
Ending balance as at December 31 - - 950 661 1,611
Accumulated depreciation
Balance as at January 1 - 9,688 1,219 163 11,070
Depreciation charges - 28 115 164 307
Disposals - - (65) - (65)
Reclassification to assets held
for sale [note 27] - (9,716) (551) - (10,267)
Ending balance as at December 31 - - 718 327 1,045
Carrying value as at December 31 - - 232 334 566
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13. PROPERTY, PLANT AND EQUIPMENT (continued)

2022
$
Furniture
and Right of use
Land Building equipment asset Total

Cost
Balance as at January 1 859 14,966 2,320 420 18,565
Additions 361 154 85 600
Disposals (2,325) (931) (3,256)
Ending balance as at December 31 859 13,002 1,543 505 15,909
Accumulated depreciation
Balance as at January 1 9,365 1,821 32 11,218
Depreciation charges 323 132 131 586
Disposals - (734) (734)
Ending balance as at December 31 9,688 1,219 163 11,070
Carrying value as at December 31 859 3,314 324 342 4,839

14. INVESTMENT PROPERTY

Investment property consists of the portion of the office building not occupied by SaskCentral. SaskCentral uses the
cost model to account for its investment properties.

Details of SaskCentral's investment property are as follows:

2023 2022
$ $
Cost
Balance as at January 1 11,595 8,970
Additions - -
Transfer from property, plant and equipment 41 2,625
Reclassification to assets held for sale [note 27] (11,636) -
Ending balance as at December 31 - 11,595
Accumulated depreciation
Balance as at January 1 2,740 2,366
Depreciation charges 5 74
Transfer from property, plant and equipment - 300
Reclassification to assets held for sale [note 27] (2,745) -
Ending balance as at December 31 - 2,740
Carrying value as at December 31 - 8,855
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14. INVESTMENT PROPERTY (continued)
Regina commercial office building

On September 21, 2022, the Board approved the building sale strategy of the Regina commercial office building. The
disposition is consistent with SaskCentral’s long-term business plan. On February 1, 2023, the building was actively
marketed for sale and classified as an asset held for sale in the consolidated balance sheet. Refer to note 27 for more
information.

The fair value of SaskCentral's Regina investment property at December 31, 2022 was $18,123. The fair value of
investment property was determined using the discounted cash flow method. The discounted cash flow method
determines the value of an investment based on its future cash flows. The present value of expected cash flow is
calculated using a discount rate. The estimate of fair value was performed using a 10-year projected cash flow.

A summary of inputs (Level 3) used to calculate fair value of investment property in 2022 is provided below:

Discounted cash flow approach 2022
Inflation rate 2.5-5.0%
Vacancy rate 7.0%
Discount rate 8.5%

In 2023, the investment property generated rental income of $2,065 (2022 - $1,658). Direct operating expenses
recognized in the consolidated statement of profit or loss were $986 (2022 - $887). Rental income and direct
operating expenses have been included in profit for the year from discontinued operations.

15. INTANGIBLE ASSETS

2023
$
Intangible
Computer assets under
software development Total
Cost
Balance as at January 1 1,628 28,747 30,375
Additions 5 8,296 8,301
Ending balance as at December 31 1,633 37,043 38,676
Accumulated amortization
Balance as at January 1 910 5,242 6,152
Amortization charges 172 2,126 2,298
Ending balance as at December 31 1,082 7,368 8,450
Carrying value as at December 31 551 29,675 30,226
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15. INTANGIBLE ASSETS (continued)

2022
$
Intangible
Computer assets under
software development Total
Cost
Balance as at January 1 1,848 22,512 24,360
Additions - 6,235 6,235
Disposals (220) - (220)
Ending balance as at December 31 1,628 28,747 30,375
Accumulated amortization
Balance as at January 1 957 2,683 3,640
Amortization charges 173 2,559 2,732
Disposals (220) - (220)
Ending balance as at December 31 910 5,242 6,152
Carrying value as at December 31 718 23,505 24,223
16. INCOME TAXES
Income taxes are included in the consolidated statement of profit or loss as follows:
2023 2022
$ $
Deferred income tax expense (recovery) on continuing operations
Origination and reversal of temporary differences 1,240 (4,874)
Current income tax expense on discontinued operations [note 29]
Current tax on income for current year - 488
Deferred income tax recovery on discontinued
operations [notes 27 and 28]
Origination and reversal of temporary differences (360) (7,779)
Deferred tax from adjustments for prior years (3,290) -
(3,650) (7,779)
(2,410) (12,165)
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16. INCOME TAXES (continued)

Income taxes are included in the consolidated statement of comprehensive income as follows:

2023 2022
$ $

Deferred income tax (recovery) expense on continuing operations
Net unrealized gains (losses) on FVTOCI securities 592 (1,006)
Reclassification of losses on FVTOCI securities to profit or loss - 7
Own credit risk reserve (1,096) 850
(504) (149)

Dividends, which are reflected in retained earnings, are normally deductible in determining current income subject to
tax. The reduction in income tax resulting from the payment of dividends deductible in determining income subject
to tax is reflected in profit and loss.

Total income tax reported in the consolidated financial statements:

2023 2022
$ $
Income tax recovery (2,914) (12,314)
Reconciliation of income tax recovery from continuing operations:
2023 2022
$ $
Combined federal and provincial income tax rate applied to (losses) income
from continuing operations (2023 - 27%; 2022 - 27%) 1,189 (4,424)
Income tax (recovery) expense adjusted for the effect of:
Non-taxable dividend income (217)
Adjustments related to prior periods 282 -
Expenses not deductible for tax purposes 13 (466)
Tax not recorded on equity pickup of controlled affiliate 135 (44)
Reduction in income tax due to payment of dividends - 26
Amounts taxed at other than general income tax rate (186) 34
Other 24 -
Income tax expense (recovery) on continuing operations 1,240 (4,874)

The income tax expense (recovery) on continuing operations excludes the tax recovery from the discontinued
operations of $3,650 (2022 - $7,779). This has been included in ‘profit from discontinued operations, net of tax’ in
the consolidated statement of profit or loss (see notes 27, 28 and 29).
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16. INCOME TAXES (continued)

Deferred income taxes are calculated on all temporary differences under the liability method using an effective
tax rate of 22% (2022 - 22%). The movement in deferred income tax asset (liability) is as follows:

2023 2022
$ $
Balance, beginning of year 10,453 12,108
Recognized in profit or loss 2,410 (1,804)
Recognized in OCI:
FVTOCI securities:
Fair value measurement (592) 1,006
Transfer to profit or loss - (7)
Own credit risk reserve 1,096 (850)
Balance, end of year 13,367 10,453
The components of deferred income taxes are as follows:
2023 2022
$ $
Deferred income tax assets
Non-capital loss carryforward 21,538 16,632
Accounts payable and deferred revenue 37 40
Losses not yet deductible for tax purposes 36 45
Other 37 -
21,648 16,717
Deferred income tax liabilities
Securities (7,429) (5,478)
Property, plant and equipment (852) (786)
(8,281) (6,264)
Net deferred income tax asset 13,367 10,453
Net deferred income taxes are anticipated to be realized as follows:
2023 2022
$ $
Net deferred income taxes asset (liability):
Within 12 months - -
After more than 12 months 13,367 10,453
Net deferred income tax asset 13,367 10,453
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16. INCOME TAXES (continued)

Deferred income tax assets are recognized for tax losses carried forward only to the extent that realization of the
related tax benefit is probable. SaskCentral has non-capital loss carryforwards of $83,288 (2022 - $61,598) which are
available to offset future taxable income. The balance of these loss carryforwards will expire as follows:

Total

$

2030 7,237
2032 1,447
2037 17,958
2038 18,007
2040 9,844
2041 17,040
2042 5,671
2043 6,084
83,288

A deferred tax asset has been recognized in respect of $ 21,538 (2022 - $16,632) of such losses. The benefit of the tax
losses has been recognized in SaskCentral's financial statements as realization of the related tax benefit is probable.

In evaluating the ability to realize the related tax benefit on the deferred income tax assets, SaskCentral considers all
available positive and negative evidence, including scheduled reversals of deferred tax liabilities, projected future
taxable income, tax-planning strategies, and results of recent operations. In projecting future taxable income,
management begins with historical results adjusted for the results of discontinued operations and incorporates
assumptions related to the amount of future state pre-tax operating income adjusted for items that do not have tax
consequences. The future state operating income also considers expected earnings from agreements for the
provision of payments processing and related services. The assumptions about future taxable income require the use
of significant judgment and are consistent with the plans and estimates SaskCentral uses to manage the underlying
operations.
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17. DEPOSITS

Provincial Liquidity Program

Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements

The Provincial Liquidity Program requires Saskatchewan credit unions to maintain deposits with SaskCentral based on
8.65% (2022 - 10%) of credit union deposits and loan liabilities (mandatory liquidity).

The maturity dates, and weighted average effective interest rates for SaskCentral’s deposits are as follows:

2023
$
Term to maturity
Over 3 Over 1
Effective On Within  months to yearto Over5 No fixed
rate’ demand 3 months 1year 5years years maturity Total
Amortized cost
Member deposits 0.65% 230,073 - - - - - 230,073
Designated at FVTPL
Provincial liquidity
program @ 3.51% - 141,910 562,624 726,332 1,200 568,830 2,000,896
230,073 141,910 562,624 726,332 1,200 568,830 2,230,969
Accrued interest 8,854
2,239,823
(" represents weighted average effective interest rates based on year-end carrying values.
@the amortized cost of deposits designated at FVTPL at December 31, 2023 is equal to $2,017,897 resulting in cumulative
unrealized gains on these deposits of $17,001.
2022
$
Term to maturity
Over 3 Over 1
Effective On Within  months to yearto No fixed
rate (") demand 3 months 1 year 5 years maturity Total
Amortized cost
Member deposits 0.49% 202,763 - - 202,763
Designated at FVTPL
Provincial liquidity
program ) 2.90% 144,492 412,111 988,724 909,813 2,455,140
202,763 144,492 412,111 988,724 909,813 2,657,903
Accrued interest 6,639
2,664,542

(" represents weighted average effective interest rates based on year-end carrying values.
@the amortized cost of deposits designated at FVTPL at December 31, 2022 is equal to $2,507,911 resulting in cumulative
unrealized gains on these deposits of $52,771.
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18. LOANS AND NOTES PAYABLE
Repurchase payable

SaskCentral has available credit facilities related to securities repurchase agreements from National Bank Financial,
Toronto Dominion Bank, Royal Bank of Canada and Bank of Nova Scotia. There is no outstanding balance at the
2023 year-end (2022 - $nil).

Lines of credit

SaskCentral has a credit facility with Central 1 for $100,000 (2022 - $100,000) for which SaskCentral has pledged
securities with the Bank of Canada to support the group clearing agreement (note 26). The balance of the credit
facility is unsecured, ranking equally with the deposit obligations of SaskCentral.

In addition, SaskCentral has a secured credit facility with Canadian Imperial Bank of Commerce for $40,000 (2022 -
$40,000) where SaskCentral is required to maintain a borrowing base comprised of fixed income collateral. This line
of credit bears interest at banker's acceptance rate plus 0.45% (2022 - banker’s acceptance rate plus 0.45%).

Notes payable

SaskCentral is authorized to issue a maximum of $300,000 (2022 - $300,000) under a commercial paper program.
Outstanding notes payable matures within one month (2022 - one month). The weighted average effective interest
rate of these items is 5.23% (2022 - 4.55%).

Secured funding facilities

SaskCentral has access to a liquidity facility offered by the Bank of Canada, namely the Standing Term Liquidity
Facility (STLF). SaskCentral also has access to the Emergency Lending Assistance facility. SaskCentral has no
outstanding balance (2022 - $nil) on these facilities. The facilities are secured by portfolios of qualifying

securities or deposits.

Loans and notes

payable Collateral
Securities pledged
Fair value Carrying value

2023 2022 2023 2022 2023 2022
$ $ $ $ $ $
Lines of credit - - 259,639 282,479 262,566 288,968
Notes payable 29,973 29,954 - - - -
29,973 29,954 259,639 282,479 262,566 288,968
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19. SHARE CAPITAL

Under the Act, SaskCentral is authorized to issue an unlimited number of membership shares. Also, under the Act,
SaskCentral may, by bylaw, establish one or more classes of membership. SaskCentral is authorized to issue the
following classes of membership shares:

¢ Anunlimited number of Class A membership shares
e Anunlimited number of Class B membership shares
e Anunlimited number of Class C non-voting shares

¢ Anunlimited number of investment shares

Each member of SaskCentral must own at least one Class A or Class B membership share.

SaskCentral's bylaws require each Class A and Class B member credit union to maintain mandatory membership
share capital equal to a percentage of their previous year's assets, as determined by the Board. The percentage shall
not be less than 0.01% and not more than 1.0% for each of Class A and Class B. The mandatory membership share
capital level in 2023 was set at 0.32% of 2022 year ending assets (2022 - 0.64%).

Class A membership shares

The Class A membership shares entitle the holders to vote. All votes of a Class A member credit union at general or
special meetings shall be based on the number of Class A membership shares held by a member. The Class A shares
also provide the right to receive dividends declared on the Class A membership shares. The holders of the Class A
membership shares are Saskatchewan provincial credit unions.

Class A membership shares may be redeemed only with the approval of the Board subject to the limits provided in
the Act. The redemption price is determined with reference to the bylaws of SaskCentral. In accordance with the
bylaws of SaskCentral, Class A membership shares are to be issued and redeemed at $10 per share. Upon liquidation
or dissolution of SaskCentral, the Class A membership shareholders will be entitled to receive $10 per share prior to
the holders of the Class B membership shares. Following the distribution of the $10 per share to both Class A and B
members, the Class A shareholders are entitled to share equally, on a share-by-share basis, in the remaining assets of
SaskCentral.

At December 31, 2023, 8,094,629 Class A membership shares (2022 - membership shares of 17,568,755) were
issued and outstanding. Class A membership shares issued during the year were exchanged for cash. During 2023,
SaskCentral repatriated $75,462 (2022 - $nil) of Class A membership shares.

Class B membership shares

The Class B membership shares provide the right to vote, with similar voting privileges as Class A membership
shares, and the right to receive dividends declared on the Class B membership shares. The holders of Class B
membership shares are federal credit unions and other members.

Class B membership shares may be redeemed only with the approval of the Board subject to the limits provided in
the Act. In accordance with the bylaws of SaskCentral, Class B membership shares are to be issued and redeemed at
$10 per share. Upon liquidation or dissolution of SaskCentral, the Class B membership shareholders will be entitled
to receive $10 per share following the payment of $10 per share to the holders of the Class A membership shares.

At December 31, 2023, 1,055,670 Class B membership shares (2022 - nil) were issued and outstanding. Class B

membership shares issued during the year were converted from Class A membership shares. During 2023,
SaskCentral repatriated $8,722 (2022 - $nil) of Class B membership shares.
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19. SHARE CAPITAL (continued)
Class C non-voting shares

The Class C non-voting shares shall be issued to non-members who use the products and services of SaskCentral on
fee for service basis. Class C non-voting shareholders do not have the right to receive dividends. Class C non-voting
shares may be redeemed only with the approval of the Board subject to the limits provided in the Act. In accordance
with the bylaws of SaskCentral, Class C non-voting shares are to be issued and redeemed at $10 per share. Upon
liquidation or dissolution of SaskCentral, the Class C non-voting shares shall not be entitled to any distribution of the
assets of SaskCentral.

At December 31, 2023, 10 Class C non-voting shares (2022 - nil) were issued and outstanding. Class C non-voting
shares issued during the year were converted from Class A membership shares. During 2023, $1 (2022 - $nil) of class
C non-voting shares were redeemed for cash.

Investment shares

The investment shares entitle the holder to receive non-cumulative cash dividends as and when declared by the
Board. The holders of investment shares will not be entitled to attend any meeting of members of SaskCentral and
will not be entitled to vote at any such meeting. Investment shares may be redeemed only with the approval of the
Board subject to the limits provided in the Act. In accordance with the bylaws of SaskCentral, investment shares are to
be issued and redeemed at $10 per share. Upon liquidation or dissolution of SaskCentral, the investment shares shall

not be entitled to any distribution of the assets of SaskCentral.

There are currently no series of investment shares approved for issuance.

20. DIVIDENDS

There were no dividends declared in 2023. In 2022, dividends of $291,825 were declared, as approved by the Board
and paid in 2023.

21. NET INTEREST INCOME

2023 2022
$ $
Interest income

Financial assets measured at amortized cost 10,168 4,226
Financial assets measured at FVTOCI 7,762 5,235
Financial assets measured at FVTPL 2,787 2,525
Financial assets designated at FVTPL 70,383 43,785
91,100 55,771

Interest expense
Financial liabilities measured at amortized cost 2,836 1,162
Financial liabilities designated at FVTPL 67,104 42,814
69,940 43,976
Net interest income 21,160 11,795
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22. ASSESSMENT REVENUE AND FEE FOR SERVICE REVENUE
Disaggregation of revenue

In the following table, revenue is disaggregated by timing of revenue recognition and major revenue sources.

2023 2022
$ $
Assessment revenue
Services transferred over time
Liquidity management assessment 6,231 6,088
Fee for service revenue
Services transferred at a point in time
Payment Processing Fees 8,986 11,404
Services transferred over time
Management oversight 240 147
Payment Processing Fees 3,602 1,247
Foreign exchange (51) 90
Other revenue 44 62
3,835 1,546
12,821 12,950
23. SALARY AND EMPLOYEE BENEFITS
2023 2022
$ $
Contributions to defined contribution plans 415 417
Employee training and development 48 46
Other employee benefits 728 788
Salaries and incentive compensation 7,922 10,290
Termination benefits 824 50
9,937 11,591

SaskCentral contributes annually to a defined contribution pension plan for employees. These costs are included in
salary and employee benefits. The contributions are held in trust by the Co-operative Superannuation Society. As a
defined contribution pension plan, SaskCentral has no future obligation for future contributions to fund benefits to
plan members.

68



Credit Union Central of Saskatchewan
Notes to the Consolidated Financial Statements
December 31, 2023
in thousands of Canadian dollars

24. GAIN (LOSS) ON FINANCIAL INSTRUMENTS

2023 2022
$ $
Realized losses arising on financial assets measured as at FVTOCI - (28)
Unrealized losses arising on financial assets measured at FVTPL (1,724) (2,082)
Realized gains arising on financial assets measured at FVTPL - 105
Unrealized gains (losses) arising on financial assets designated as at FVTPL 34,781 (52,111)
Realized (losses) gains arising on financial assets designated as at FVTPL (798) 841
Unrealized (losses) gains arising on financial liabilities designated as at FVTPL (35,770) 51,092
Realized gains arising on financial liabilities designated as at FVTPL 737 -
Reclassification of net change in fair value on financial liabilities designated as
at FVTPL from profit or loss to OCI (own credit risk reserve) 4,058 (3,147)
1,284 (5,330)

25. RELATED PARTY TRANSACTIONS

Related parties exist when one party has the ability to directly or indirectly exercise control, joint control or significant
influence over the other or is a member of the key management personnel of SaskCentral. SaskCentral defines key
management personnel as directors and the management positions.

Related party transactions are in the normal course of operations and are measured at the consideration established
and agreed to by the parties. The amounts outstanding are unsecured and will be settled in cash. No guarantees
have been given or received. Related party loan balances are included with groups of loans with similar credit risk
characteristics when assessing collective allowances.

SaskCentral provided a variety of services to Celero Solutions and PPJV. Some of the services provided include
facility services and financial services. SaskCentral also received technology services from Celero Solutions and PPJV.
Balances and transactions between SaskCentral and jointly controlled entities (PPJV), which are related parties of
SaskCentral, have been eliminated on consolidation and are not disclosed in this note.

The following table summarizes the balances outstanding at year end and related party transactions during the year
not noted elsewhere in the consolidated financial statements for SaskCentral and its related parties:

2023 2022
$ $

Celero Solutions
Loan receivable from (amount drawn on line of credit) 10,516 8,244
Due from included in trade and other receivables 48 242
Due to included in trade and other payables 319 169
Interest received from 558 234
Fee for service revenue received from 432 1,253
Technology services paid to 2,118 8,390
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25. RELATED PARTY TRANSACTIONS (continued)
Key management compensation

The aggregate compensation of key management personnel for SaskCentral and its subsidiaries during the year
includes amounts paid or payable and is as follows:

2023 2022
$ $
Directors

Salaries and other short-term employee benefits 88 99
Post-employment and other long-term benefits 4 5
92 104

Key management personnel
Salaries and other short-term employee benefits 2,732 2,942
Post-employment and other long-term benefits 116 248
Termination benefits 285 235
3,133 3,425
3,225 3,529

At December 31, 2023, certain directors and key management were indebted to SaskCentral for an amount totaling
$356 (2022 - $181) and held deposits at SaskCentral totaling $nil (2022 - $nil). The loans held by directors were
granted under the same lending policies applicable to other members. Certain management loans qualify for the
staff lending program at preferential rates.

26. COMMITMENTS

The amounts reported as lines of credit and loan commitments represent a maximum credit exposure to
SaskCentral. Many of these contracts will expire without being drawn upon, thereby reducing SaskCentral's
credit risk from the maximum commitment. SaskCentral earns minimal fees on commitments. SaskCentral
has not issued any financial guarantee contracts.

Credit commitments
Loan commitments consist of authorized but undrawn lines of credit and loans. Loan commitments represent a

maximum credit exposure to SaskCentral. If applicable, the maximum credit exposure to SaskCentral under certain
letters of credit includes amounts for which SaskCentral has recourse to a third-party lender.
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26. COMMITMENTS (continued)

SaskCentral earns minimal fees on commitments. The following table summarizes the contractual maturities of the
financial assets underlying SaskCentral’s credit commitments:

2023 2022
$ $
Lines of credit and loan commitments
Loans at amortized cost
Original term to maturity of one year or less 576,318 581,349
Original term to maturity of more than one year - -
576,318 581,349
Uncalled funding commitments for investments 5,690 7,740
582,008 589,089

SaskCentral has also pledged $134,981 (2022- $44,812) of securities in relation to securities lending agreements.
Contractual commitments
As of December 31, 2023, SaskCentral has contractual commitments with varying terms over 5 years.

Under the terms of the Prairie Payments Joint Venture Agreement, the revenues, expenses, losses and costs of capital
projects of PPJV belong to and are borne exclusively and in equal share by the joint venturers. Each joint venture is
contractually responsible for its share of the liabilities of the PPJV and for funding its share of ongoing expenses. The
PPJV has contractual agreements until 2030 for the development and operation of a payments processing platform.
SaskCentral's proportionate share of these commitments is $44,427.

The following table summarizes the expected cash outflows resulting from these contracts over their respective
terms.

Total

$

Less than one year 7,919
One to five years 29,857
Five years and thereafter 11,473
49,249

Group Clearing Agreement

Under the Group Clearing Agreement, SaskCentral guarantees and indemnifies the Group Clearer and each member
of the Canadian Central Group Clearing Agreement against any losses arising from the payment obligation for
settlement drawn on or payable by SaskCentral and its member credit unions. In addition, SaskCentral and its
member credit unions abide by the Canadian Payments Association’s rules, bylaws and procedures for settlement.
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26. COMMITMENTS (continued)
Litigation and other contingencies

SaskCentral is subject to various claims and litigation arising from time to time in the ordinary course of business.
SaskCentral records a legal provision when it becomes probable that SaskCentral will incur a loss and the amount
can be reliably estimated. The established legal provisions represent SaskCentral’s best estimate of the
expenditure required to settle current and pending litigation proceedings and the related legal costs, based on
currently available information. However, given the uncertainties inherent in litigation proceedings, there is a
possibility that the ultimate resolution may materially differ from current estimates.

27. ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

Regina commercial office building

On February 1, SaskCentral’s land, building, and investment property were classified as held for sale and presented
separately in the consolidated balance sheet. The disposal is consistent with SaskCentral’s long-term business plan.
The assets are expected to be sold within twelve months. The comparative consolidated statement of profit or loss

has been re-presented to show the discontinued operations separately from continuing operations.

The major classes of assets and liabilities comprising the operations classified as held for sale are as follows:

2023
$

Assets held for sale
Property, plant and equipment 4,152
Investment property 8,891
Total assets classified as held for sale 13,043

The results of the discontinued operations, which have been included in the profit for the year, were as follows:

2023 2022

$ $

Revenue 2,561 1,862
Expenses 2,019 2,396
Profit (loss) before tax 542 (534)
Attributable tax expense (recovery) 146 (144)
Profit (loss) from discontinued operations, net of tax 396 (390)

All income from discontinued operations is attributable to the owners of SaskCentral. There is no income or loss
included in AOCI related to the disposal group.
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27. ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS (continued)
Investment in associate

During 2023, the Board approved the intent to sell SaskCentral's investment in Celero Solutions. The disposition is
consistent with SaskCentral’s long-term business plan. As of December 31, 2023, management has concluded that
the investment in Celero Solutions met the conditions under IFRS 5 and is classified as an asset held for sale in the

consolidated balance sheet.

Prior to December 31, 2023, Celero Solutions was accounted for as an investment in associate using the equity
method in these consolidated financial statements. The consolidated statement of profit or loss and OCI has been

re-presented to show the discontinued operation separately from continuing operations.

The results of the discontinued operations, which have been included in the profit for the year, were as follows:

2023 2022

$ $

Dividend income 1,388 -
Share of losses of associate before tax - (4,590)
Attributable tax recovery 506 2,147
Profit (loss) from discontinued operations, net of tax 1,894 (2,443)

All income from discontinued operations is attributable to the owners of SaskCentral. There is no income or loss
included in AOCI related to the disposal group.

28. DISPOSAL OF SUBSIDIARY
Concentra Bank

On November 1, 2022, SaskCentral disposed of its entire investment in Concentra Bank, including Concentra Trust
to Equitable Bank. Concentra Bank owns 100% of the common shares of Concentra Trust. No investment was
retained in Concentra Bank. The disposal is consistent with SaskCentral’s long-term business plan. The initial
purchase consideration, net of transaction costs, of $409,806 was received in cash on November 1, 2022. The
purchase price was revised during 2023. The calculated purchase price consideration, net of transaction costs was
$408,086. The gain on disposal is included in the profit for the year from discontinued operations.

Prior to November 1, 2022, Concentra Bank was consolidated into these financial statements. The consolidated
statement of profit or loss and OCI has been re-presented to show the discontinued operation separately from
continuing operations.

The results of the discontinued operations, which have been included in the consolidated statement of profit or
loss, were as follows:

2023 2022

$ $

Gain on sale of discontinued operations 3,982 8,681
Income tax recovery on sale of discontinued operations 3,290 7,779
Gain on sale of discontinued operations, net of tax 7,272 16,460
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28. DISPOSAL OF SUBSIDIARY (continued)

All income from discontinued operations is attributable to the owners of SaskCentral. The cumulative loss included in
AQCI relating to the disposal group in 2022 was $1,700.

The portion of net assets and income attributable to third parties is reported as non-controlling interest and profit
or loss attributable to non-controlling interest in the consolidated balance sheet and consolidated statement of
profit or loss, respectively. The non-controlling interest of Concentra Bank was initially measured at fair value on the
date of acquisition.

The following table provides a continuity of non-controlling interest:

2022
$
Balance at beginning of year 184,679

Comprehensive income attributable to non-controlling interest for the
year -
Dividends -
Adjustment arising from disposal of interest in subsidiary (184,679)
Balance at end of year -

The following table provides the effect of the disposal on SaskCentral's balance sheet:
2022
$
Assets held for sale

Cash and cash equivalents 181,809
Securities 1,474,253
Derivative assets 7,216
Loans 9,078,197
Other securitization assets 84,863
Trade and other receivables 11,861
Other assets 3,175
Property, plant and equipment 20,174
Intangible assets 8,056
Current income tax assets 944
Deferred income tax assets 13,972
Goodwill 41,979
Total assets classified as held for sale 10,926,499
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28. DISPOSAL OF SUBSIDIARY (continued)

2022
$
(continued)

Liabilities associated with assets held for sale
Deposits 6,695,642
Derivative liabilities 7,075
Loans and notes payable 164,259
Securitization liabilities 3,439,709
Trade and other payables 19,503
Other liabilities 20,608
Current income tax liabilities 120
Deferred income tax liabilities 30,114
Total liabilities associated with assets held for sale 10,377,030
Net assets of disposal group 549,469
Consideration received, satisfied in cash 409,806
Cash and cash equivalents disposed of (181,809)
Net cash inflows 227,997

29. DISPOSAL OF LINE OF BUSINESS

On July 1, 2022, SaskCentral disposed of its National Consulting line of business. The disposal is consistent with
SaskCentral’s long-term business plan. The services offered by National Consulting include deposit and lending
education, certain consulting services and management oversight services. The proceeds on disposal of $967 were
received in cash.

The results of the discontinued operations, which have been included in profit for 2022, were as follows:

2022

$

Revenue 2,077
Expenses 1,234
Profit before tax 843
Attributable tax expense 228
Profit from discontinued operations, net of tax 615
Gain on sale of discontinued operations 967
Income tax on gain on sale of discontinued operation 261
Gain on sale of discontinued operations, net of tax 706

All income from discontinued operations is attributable to the owners of SaskCentral. The cumulative loss included in
AQCI relating to the disposal group in 2022 was $nil.
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29. DISPOSAL OF LINE OF BUSINESS (continued)

The following table provides the effect of the disposal on SaskCentral's balance sheet:

2022
$
Assets held for sale
Cash and cash equivalents 727
Trade and other receivables 10
Property, plant and equipment 10
Other assets 256
Total assets classified as held for sale 1,003
Liabilities associated with assets held for sale
Trade and other payables 10
Other liabilities 993
Deferred income tax liabilities 489
Total liabilities associated with assets held for sale 1,492
Net assets of disposal group (489)
Consideration received, satisfied in cash 967
Cash and cash equivalents disposed of (727)
Net cash inflows 240
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