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Management's Responsibility

To the Members of Sunrise Credit Union Limited:

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including

responsibility for significant accounting judgments and estimates in accordance with International Financial Reporting Standards and

ensuring that all information in the annual report is consistent with the statements. This responsibility includes selecting appropriate

accounting principles and methods, and making decisions affecting the measurement of transactions in which objective judgment is

required.

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements, management designs and

maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are

authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation

of consolidated financial statements.

The Board of Directors are composed entirely of Directors who are neither management nor employees of the Credit Union. The

Board is responsible for overseeing management in the performance of its financial reporting responsibilities, and for approving the

financial information included in the annual report. The Board fulfils these responsibilities by reviewing the financial information

prepared by management and discussing relevant matters with management and external accountants. The Board is also

responsible for recommending the appointment of the Credit Union's external auditors.

MNP LLP is appointed by the Members to audit the consolidated financial statements and report directly to them; their report

follows. The external auditors have full and free access to, and meet periodically and separately with, both the Board and

management to discuss their audit findings.

March 20, 2024

{{esl:Signer1:Signature:size(200,40)}} {{esl:Signer2:Signature:size(200,40)}}

President and Chief Executive Officer V.P. of Finance

Signed "Tim Klassen"    Signed "Tony Keown"



Independent Auditor's Report

To the Members of Sunrise Credit Union Limited: 

Opinion

We have audited the consolidated financial statements of Sunrise Credit Union Limited and its subsidiaries (the

"Credit Union"), which comprise the consolidated statement of financial position as at December 31, 2023, and the

consolidated income statement, consolidated statements of changes in members' equity and cash flows for the year

then ended, and notes to the consolidated financial statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the

consolidated financial position of the Credit Union as at December 31, 2023, and its consolidated financial

performance and its consolidated cash flows for the year then ended in accordance with International Financial

Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities

under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements section of our report. We are independent of the Credit Union in accordance with the ethical

requirements that are relevant to our audit of the consolidated 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 for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in

accordance with International Financial Reporting Standards, and for such internal control as management

determines is necessary to enable the preparation of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Credit Union’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 Credit Union or to cease operations,

or has no realistic alternative but to do so.

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

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 generally accepted auditing standards 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

consolidated financial statements.

MNP LLP

1401 Princess Avenue, Brandon MB, R7A 7L7 1.800.446.0890   T: 204.727.0661   F: 204.726.1543

MNP.ca



As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional

judgment and maintain professional skepticism throughout the audit. We also:

 Identify and assess the risks of material misstatement of the consolidated 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.

 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 Credit Union’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.

 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 Credit Union’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 consolidated 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 Credit Union to

cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the consolidated financial statements,

including the disclosures, and whether the consolidated financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

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.

Brandon, Manitoba

March 20, 2024 Chartered Professional Accountants

Independent Auditor's Report ‐ Continued 



Sunrise Credit Union Limited
Consolidated Statement of Financial Position

As at December 31, 2023

2023 2022

Assets
Cash and cash equivalents 64,489,598 61,498,428
Investments and accrued interest (Note 5) 380,535,701 330,800,870
Members' loans receivable and accrued interest (Note 6) 1,419,004,426 1,385,721,202
Accounts receivable 4,431,386 3,603,879
Income taxes receivable 1,445,696 52,026
Prepaid expenses and deposits 5,484,020 4,776,292
Derivative financial assets (Note 18) 5,438,322 8,294,599
Property and equipment (Note 7) 23,588,297 22,955,029
Deferred tax (Note 8) 1,317,600 2,051,000

1,905,735,046 1,819,753,325

Liabilities
Member deposits and accrued interest (Note 11) 1,756,078,941 1,671,740,370
Income taxes payable 120,676 3,138,943
Trade payables and accrued liabilities 17,215,581 11,137,474
Securitized debt (Note 12) - 4,354,092

1,773,415,198 1,690,370,879

Commitments  (Note 18)

Members' equity
Member shares (Note 14) 9,395,881 16,528,713
Retained earnings 122,923,967 112,853,733

132,319,848 129,382,446

1,905,735,046 1,819,753,325

Approved on behalf of the Board
{{esl:Signer1:Signature:size(200,40)}} {{esl:Signer2:Signature:size(200,40)}}

Director Director

The accompanying notes are an integral part of these financial statements
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Signed "Agnes Kokke"      Signed "Glenn Young"



Sunrise Credit Union Limited
Consolidated Income Statement

For the year ended December 31, 2023

2023 2022

Financial income
Member loans 58,996,105 48,577,307
Investments 26,588,685 12,642,490

85,584,790 61,219,797

Interest expense
Deposits 43,731,400 21,956,384
Interest on borrowed money 16,111 65

43,747,511 21,956,449

Gross financial margin 41,837,279 39,263,348

Operating Expenses
Administration 8,859,640 7,678,369
Amortization (Note 7) 1,244,410 1,211,954
Member security 1,547,323 1,434,433
Occupancy 3,845,363 3,294,391
Organizational 956,754 872,451
Personnel 18,455,069 17,778,325

34,908,559 32,269,923

Net operating income 6,928,720 6,993,425
Other income 9,129,448 8,455,093

Income before provision for impaired loans and property held for resale, gains
(losses) on derivatives and income taxes 16,058,168 15,448,518
Provision for impaired loans and property held for resale (Note 6) 202,014 3,360,263

Income before gains (losses) on derivatives and income taxes 15,856,154 12,088,255
Gains (losses) on derivatives (2,856,277) 9,939,427

Income before income taxes 12,999,877 22,027,682
Income taxes

Current 2,114,470 5,783,633
Deferred 733,400 (368,000)

2,847,870 5,415,633

Net income 10,152,007 16,612,049

The accompanying notes are an integral part of these financial statements
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Sunrise Credit Union Limited
Consolidated Statement of Changes in Members' Equity

For the year ended December 31, 2023

Member
shares

Retained
earnings Total equity

Balance December 31, 2021 17,554,325 96,587,155 114,141,480

Net income - 16,612,049 16,612,049

Issuance of member shares 11,765 - 11,765

Redemption of member shares (1,037,377) - (1,037,377)

Dividend on preference shares, net of tax recovery - (345,471) (345,471)

Balance December 31, 2022 16,528,713 112,853,733 129,382,446

Net income - 10,152,007 10,152,007

Issuance of member shares 12,385 - 12,385

Redemption of member shares (7,145,217) - (7,145,217)

Dividend on preference shares, net of tax recovery - (81,773) (81,773)

Balance December 31, 2023 9,395,881 122,923,967 132,319,848

The accompanying notes are an integral part of these financial statements
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Sunrise Credit Union Limited
Consolidated Statement of Cash Flows

For the year ended December 31, 2023

2023 2022

Cash provided by (used for) the following activities
Operating activities

Interest received from members' loans 58,059,680 47,697,061
Interest and dividends received from investments 25,971,544 9,292,300
Other income received 8,301,941 6,327,643
Cash paid to suppliers and employees (28,564,962) (28,548,261)
Interest paid on deposits (38,198,142) (21,352,113)
Income taxes paid (6,475,713) (2,651,238)

19,094,348 10,765,392

Financing activities
Net change in member deposits 78,789,202 70,731,819
Proceeds from issuance of member shares 12,385 11,765
Payments for redemption of  member shares (7,145,217) (1,037,377)
Repayments of securitized debt (4,354,092) (6,215,631)

67,302,278 63,490,576

Investing activities
Net change in members’ loans receivable (32,479,046) (92,452,250)
Purchases of investments and accrued interest (49,117,690) -
Proceeds on disposal investments - 3,432,113
Purchases of property and equipment (1,808,720) (1,828,497)
Proceeds from disposal of property and equipment - 550

(83,405,456) (90,848,084)

Increase in cash and cash equivalents 2,991,170 (16,592,116)
Cash and cash equivalents, beginning of year 61,498,428 78,090,544

Cash and cash equivalents, end of year 64,489,598 61,498,428

The accompanying notes are an integral part of these financial statements
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Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

1. Reporting entity information

Sunrise Credit Union Limited (the “Credit Union”) was formed pursuant to the Credit Unions and Caisses Populaires Act of
Manitoba (“the Act”) and operates nineteen Credit Union branches. The Credit Union serves members in southwestern
Manitoba.

The consolidated financial statements of the Credit Union, as at and for the year ended December 31, 2023 comprises the
Credit Union and its wholly owned subsidiary, VCU Financial Group Inc. VCU Financial Group Inc. has three wholly owned
subsidiaries, 5847487 Manitoba Ltd., Brightside Consulting Services Ltd. and 5221170 Manitoba Ltd. Together, these
entities are referred to as Sunrise Credit Union Limited. The address of the Credit Union’s registered office is 2305 Victoria
Ave, Brandon, Manitoba.

Basis of measurement

The consolidated financial statements have been prepared using the historical cost basis except for the revaluation of
certain financial instruments at fair value through profit and loss.

Functional and presentation currency

These consolidated financial statements are presented in Canadian dollars, which is the Credit Union's functional currency.

2. Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRSs”) and interpretations adopted by the International Accounting Standards Board (“IASB”).

These consolidated financial statements for the year ended December 31, 2023 were approved and authorized for issue by
the Board of Directors on March 20, 2024.

3. Material accounting policy information

The principal accounting policies adopted in the preparation of the consolidated financial statements are set out below. The
policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Credit Union and its subsidiary VCU Financial
Group Inc. VCU Financial Group Inc. has three wholly owned subsidiaries including, 5847487 Manitoba Ltd., Brightside
Consulting Services Ltd., 5221170 Manitoba Ltd. Asset and liability balances, unrealized gains and losses or income and
expenses arising from inter-company transactions, are eliminated upon consolidation. 

Subsidiaries are entities controlled by the Credit Union. Control is achieved where the Credit Union has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activities. The financial statements of
subsidiaries are included in the consolidated financial statements from the date control commences until the date that
control ceases. The consolidated financial statements have been prepared using uniform accounting policies for like
transactions and other events in similar circumstances.

The results of subsidiaries acquired or disposed of during the year are included in these consolidated financial statements
from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand and demand deposits. Other investments (term deposits and certificates
of deposit) purchased with an original maturity date of three months or less are also reported as cash.

Investments

Each investment is classified into one of the categories described under financial instruments. The classification dictates
the accounting treatment for the carrying value and changes in that value.
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Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Credit Union Central of Manitoba term deposits and shares

Credit Union Central of Manitoba term deposits are accounted for at amortized cost. Credit Union Central of Manitoba
shares are carried at fair value with adjustments recognized in profit or loss.

Portfolio investments

Investments are initially recorded at fair value. Subsequently they are recorded at fair value with adjustments recognized in
profit or loss. Investments are purchased with the intention to hold them to maturity, or until market conditions cause
alternative investments to become more attractive. 

Investment in mortgage pool

Investments in the mortgage pool are carried at amortized cost. Premiums on the mortgage pool are amortized on a straight
line basis over the term of the mortgages.

Member loans receivable and accrued interest

Loans are initially recognized at their fair value and subsequently measured at amortized cost. Amortized cost is calculated
as the loans’ principal amount, less any allowance for anticipated losses, plus accrued interest. Interest revenue is recorded
on the accrual basis using the effective interest method. The effective interest rate is the rate that exactly discounts the
estimated future cash receipts through the expected life of the financial asset to the carrying amount of the financial asset.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes
expenditures that are directly attributable to the acquisition of the asset. When parts of an item of property and equipment
have different useful lives, they are accounted for as separate items of property and equipment. 

Amortization is provided using the following methods and rates intended to amortize the cost of the assets over their
estimated useful lives:

Method Rate
Buildings straight-line 20-40 years
Computer software straight-line 5-10 years
Computer equipment straight-line 3-5 years
Furniture and fixtures straight-line 3-10 years
Leasehold improvements straight-line term of lease
Parking lot straight-line 10 years
Roof straight-line 10 years
Trademarks straight-line 15 years

The useful lives of items of property and equipment are reviewed on an annual basis and the useful life is altered if
estimates have changed significantly. Gains or losses on the disposal of property and equipment are determined as the
difference between the net disposal proceeds and the carrying amount of the asset, and are recognized in the consolidated
income statement as other operating income or other operating costs, respectively.

Investment property

Investment property held by the Credit Union consists of foreclosed assets held for sale and other buildings. Investment
property is initially recognized at cost, including transaction costs. Cost is comprised of the balance of the loan at the date
on which the Credit Union obtains title to the asset. Subsequent to initial recognition, these assets are stated at fair value at
each reporting date, with any gain or loss from a change in the fair value recognized in the consolidated income statement
in the period.
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Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Intangible assets

Intangible assets are comprised primarily of customer lists.

Intangible assets are initially recognized at cost (fair value when acquired through a business combination) and are
subsequently measured at cost less accumulated amortization and impairment. The estimated useful life of customer list is
30 years. Amortization expense related to the customer lists is calculated using the straight-line method based on the
estimated useful life of intangible assets. Intangible assets are fully amortized. 

Impairment of non-financial assets

At the end of each reporting period, the Credit Union reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset, the Credit Union estimates the recoverable amount
of the cash-generating units (“CGU”) to which the asset belongs. Where a reasonable and consistent basis of allocation can
be identified, corporate assets are also allocated to individual CGU’s, or otherwise they are allocated to the smallest group
of CGU’s for which a reasonable and consistent allocation basis can be identified. Intangible assets with indefinite useful
lives and intangible assets not yet available for use are tested for impairment at least annually, and whenever there is an
indication that the asset may be impaired.

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

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of the
asset or CGU is reduced to its recoverable amount. An impairment loss is recognized immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset or CGU in prior years. A reversal of an
impairment loss is recognized immediately in profit or loss.

Trade payables and accrued liabilities

Accounts payable are initially recorded at fair value and are subsequently carried at amortized cost, which approximates fair
value due to the short term nature of these liabilities.

Member deposits and accrued interest

Member deposits are initially recognized at fair value, net of transaction costs directly attributable to the issuance of the
instrument, and are subsequently measured at amortized cost using the effective interest rate method.

Securitization

For securitization transactions, loans are derecognized only when the contractual rights to receive the cash flows from these
assets have ceased to exist or substantially all the risks and rewards of the loans have been transferred. If the criteria for
de-recognition has not been met, the securitization is reflected as a financing transaction and the related liability is initially
recorded at fair value and subsequently measured at amortized cost, using the effective interest rate method. None of the
securitized transactions the Credit Union has entered into qualify for de-recognition. 

Since all mortgages securitized by the Credit Union are required to be fully insured, including mortgages securitized for
reinvestment purposes, they pose no credit risk to the Credit Union before or after the securitization transaction. As the
Credit Union remains exposed to the interest rate and prepayment risks associated with the underlying assets, the assets,
liabilities, revenues and expenses have not been derecognized and the transactions are accounted for as secured financing
transactions in the Credit Union’s consolidated statement of financial position and consolidated income statement.
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Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Member shares

Shares are classified as liabilities or member equity in accordance with their terms. Shares redeemable at the option of the
member, either on demand or on withdrawal from membership, are classified as liabilities. Shares redeemable at the
discretion of the Credit Union board of directors are classified as equity. Shares redeemable subject to regulatory
restrictions are accounted for using the criteria set out in IFRIC 2 Members' Shares in Cooperative Entities and Similar
Instruments.

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Credit Union and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognized:

Interest income is recognized on the consolidated income statement for all financial assets measured at amortized cost
using the effective interest rate method. The effective interest rate is the rate that discounts estimated future cash flows
through the expected life of the financial instrument back to the net carrying amount of the financial asset. The application of
the method has the effect of recognizing revenue of the financial instrument evenly in proportion to the amount outstanding
over the period to maturity or repayment.

Investment income is recognized as interest is earned on interest-bearing investments, and when dividends are declared on
shares.

Fees and commission revenue are amortized over the term of the instrument using the effective interest rate method. Loan
syndication fees are included in other income on completion of the syndication arrangement. Incremental direct costs for
originating or acquiring a loan are netted against origination fees. Commission revenue is recognized net of broker
commission expense as earned on the effective date of each policy.

Income taxes

Current tax and deferred tax are recognized in profit or loss except to the extent that the tax is recognized either in other
comprehensive income or directly in equity, or the tax arises from a business combination.

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities. The calculation of current tax is based on the tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the assets are
realized or the liabilities are settled. The calculation of deferred tax is based on the tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting year. Deferred tax assets are recognized to the extent that it is
probable that future taxable profit will be available against which the temporary differences can be utilized.

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

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

Foreign currency translation

Transaction amounts denominated in foreign currencies are translated into their Canadian dollar equivalents at exchange
rates prevailing at the transaction dates. Carrying values of monetary assets and liabilities reflect the exchange rates at the
year end date. Translation gains and losses are recognized in the consolidated income statement for the current period.
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Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Financial instruments

Financial assets

Recognition and initial measurement

The Credit Union recognizes financial assets when it becomes party to the contractual provisions of the instrument.
Financial assets are measured initially at their fair value plus, in the case of financial assets not subsequently measured at
fair value through profit or loss, transaction costs that are directly attributable to their acquisition. Transaction costs
attributable to the acquisition of financial assets subsequently measured at fair value through profit or loss are expensed in
profit or loss when incurred.

Classification and subsequent measurement

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

Debt instruments are classified as follows:

 Amortized cost - Assets that are held for collection of contractual cash flows where those cash flows are solely

payments of principal and interest are measured at amortized cost. Interest revenue is calculated using the

effective interest method and gains or losses arising from impairment, foreign exchange and derecognition are

recognized in profit or loss. Financial assets measured at amortized cost are comprised of term deposits, Municipal

debentures and bonds, members' loans receivable and accrued interest, and accounts receivable. 

 Fair value through other comprehensive income - Assets that are held for collection of contractual cash flows and

for selling the financial assets, and for which the contractual cash flows are solely payments of principal and

interest, are measured at fair value through other comprehensive income. Interest income calculated using the

effective interest method and gains or losses arising from impairment and foreign exchange are recognized in

profit or loss. All other changes in the carrying amount of the financial assets are recognized in other

comprehensive income. Upon derecognition, the cumulative gain or loss previously recognized in other

comprehensive income is reclassified to profit or loss. The Credit Union does not hold any financial assets

measured at fair value through other comprehensive income. 

 Mandatorily at fair value through profit or loss - Assets that do not meet the criteria to be measured at amortized

cost, or fair value through other comprehensive income, are measured at fair value through profit or loss. All

interest income and changes in the financial assets’ carrying amount are recognized in net income. Financial

assets mandatorily measured at fair value through profit or loss are comprised of cash and Credit Union Central of

Manitoba shares. 

 Designated at fair value through profit or loss – On initial recognition, the Credit Union may irrevocably designate a

financial asset to be measured at fair value through profit or loss in order to eliminate or significantly reduce an

accounting mismatch that would otherwise arise from measuring assets or liabilities, or recognizing the gains and

losses on them, on different bases. All interest income and changes in the financial assets’ carrying amount are

recognized in net income. The Credit Union holds interest rate swaps designated to be measured at fair value

through profit or loss. 

9



Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Financial instruments (Continued from previous page)

Business model assessment

The Credit Union assesses the objective of its business model for holding a financial asset at a level of aggregation which
best reflects the way the business is managed and information is provided to management. Information considered in this
assessment includes stated policies and objectives, how performance of the portfolio is evaluated, and risks affecting the
performance of the business model.

Contractual cash flow assessment

The cash flows of financial assets are assessed as to whether they are solely payments of principal and interest on the
basis of their contractual terms. For this purpose, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money, the credit risk associated with the principal
amount outstanding, and other basic lending risks and costs. In performing this assessment, the Credit Union considers
factors that would alter the timing and amount of cash flows such as prepayment and extension features, terms that might
limit the Credit Union’s claim to cash flows, and any features that modify consideration for the time value of money.

Reclassifications

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

Impairment

The Credit Union recognizes a loss allowance for the expected credit losses associated with its financial assets, other than
debt instruments measured at fair value through profit or loss and equity investments. Expected credit losses are measured
to reflect a probability-weighted amount, the time value of money, and reasonable and supportable information regarding
past events, current conditions and forecasts of future economic conditions.

The calculation of ECL impairment allowances is based on the expected value of probability-weighted scenarios to measure
the expected cash shortfalls, discounted at the effective interest rate. A cash shortfall is the difference between the
contractual cash flows that are due and the cash flows that the Credit Union expects to receive. 

Expected Credit Loss ("ECL") model has three stages:

12-month ECL (Stage 1)

Where credit risk is low or where there has been no significant increase in credit risk, a 12-month ECL allowance is
calculated which represents the expected credit losses that result from default events on the financial instrument that are
possible within the 12-month after the reporting date on otherwise performing, non-credit impaired financial instruments.

Lifetime ECL (not credit impaired) (Stage 2) 

If credit risk increases significantly relative to initial recognition of the financial instrument, the allowance is increased to
cover full lifetime ECL. Lifetime ECL is the expected credit losses that result from all possible default events over the
expected life of a financial instrument. The Credit Union's process for assessing credit risk and defining default is included
in Note 20. In subsequent reporting periods, if the credit risk of the financial instrument improves such that there is no
longer a significant increase in credit risk since initial recognition, the Credit Union places the financial instrument in the
Stage 1 category and reverts to recognizing 12-month ECL.
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Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Financial instruments (Continued from previous page)

Lifetime ECL (credit impaired) (Stage 3)

When a financial instrument is considered credit-impaired, the allowance continues to reflect lifetime expected credit losses
and interest revenue is calculated based on the carrying amount of the asset, net of the allowance, rather than its gross
carrying amount. The Credit Union's policy for assessing default resulting in credit impairment is described in Note 18.  Any
financial instruments where the borrower has filed for bankruptcy or consumer proposal will also be re-staged to Stage 3.

Changes in the allowance, including the movement between 12-month and lifetime expected credit losses, is recorded in
the provision for impaired loans.

For member loans receivable, the Credit Union records a loss allowance equal to the expected credit losses resulting from
default events that are possible within the next 12-month period, unless there has been a significant increase in credit risk
since initial recognition. For those financial assets for which the Credit Union assessed that a significant increase in credit
risk has occurred, the Credit Union records a loss allowance equal to the expected credit losses resulting from all possible
default events over the assets’ contractual lifetime.

The Credit Union applies the simplified approach for trade receivables that do not contain a significant financing component.
Using the simplified approach, the Credit Union records a loss allowance equal to the expected credit losses resulting from
all possible default events over the assets’ contractual lifetime.

The Credit Union assesses whether a financial asset is credit-impaired at the reporting date. Regular indicators that a
financial instrument is credit-impaired include significant financial difficulties as evidenced through borrowing patterns or
observed balances in other accounts, breaches of borrowing contracts such as default events or breaches of borrowing
covenants and requests to restructure loan payment schedules. For financial assets assessed as credit-impaired at the
reporting date, the Credit Union continues to recognize a loss allowance equal to lifetime expected credit losses. 

Loss allowances for expected credit losses are presented in the consolidated statement of financial position as follows: 

 For financial assets measured at amortized cost, as a deduction from the gross carrying amount of the financial

assets; and

 For loan commitments and financial guarantee contracts, as a provision;

 For facilities with both a drawn and undrawn component where the Credit Union cannot separately identify

expected credit losses between the two components, as a deduction from the carrying amount of the drawn

component. Any excess of the loss allowance over the carrying amount of the drawn component is presented as a

provision.

Financial assets are written off when the Credit Union has no reasonable expectations of recovering all or any portion
thereof.

Refer to Note 18 for additional information about the Credit Union’s credit risk management process, credit risk exposure
and the amounts arising from expected credit losses. 
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For the year ended December 31, 2023

3. Material accounting policy information  (Continued from previous page)

Financial instruments (Continued from previous page)

Derecognition of financial assets

The Credit Union applies its accounting policies for the derecognition of a financial asset to a part of a financial asset only
when:

 The part comprises only specifically identified cash flows from a financial asset;

 The part comprises only a pro-rata share of the cash flows from a financial asset; or

 The part comprises only a pro-rata share of specifically identified cash flows from a financial asset.

In all other situations the Credit Union applies its accounting policies for the derecognition of a financial asset to the entirety
of a financial asset.

The Credit Union derecognizes a financial asset when its contractual rights to the cash flows from the financial asset expire,
or the financial asset has been transferred under particular circumstances.

For this purpose, a financial asset is transferred if the Credit Union either:

 Transfers the right to receive the contractual cash flows of the financial asset, or;

 Retains the right to receive the contractual cash flows of the financial asset, but assumes an obligation to pay

received cash flows in full to one or more third parties without material delay and is prohibited from further

selling or transferring the financial asset.

Transferred financial assets are evaluated to determine the extent to which the Credit Union retains the risks and rewards of
ownership. When the Credit Union neither transfers nor retains substantially all the risks and rewards of ownership of the
financial asset, it evaluates whether it has retained control of the financial asset.

Where substantially all risks and rewards of ownership have been transferred, or risks and rewards have neither been
transferred nor retained and control of the financial asset has not been retained, the Credit Union derecognizes the financial
asset. At the same time, the Credit Union separately recognizes as assets or liabilities the fair value of any rights and
obligations created or retained in the transfer. Any difference between the carrying amount measured at the date of
recognition and the consideration received is recognized in profit or loss. 

Modification of financial assets

The Credit Union assesses the modification of terms of a financial asset to evaluate whether its contractual rights to the
cash flows from that asset have expired in accordance with the Credit Union’s derecognition policy. 

When the modifications do not result in derecognition of the financial asset, the gross carrying amount of the financial asset
is recalculated with any difference between the previous carrying amount and the new carrying amount recognized in profit
or loss. The new gross carrying amount is recalculated as the present value of the modified contractual cash flows
discounted at the asset’s original effective interest rate.

For the purpose of applying the impairment requirements, at each reporting date subsequent to the modification, the Credit
Union continues to assess whether there has been a significant increase in credit risk on the modified financial assets from
the date of initial recognition.

Financial liabilities

Recognition and initial measurement

The Credit Union recognizes a financial liability when it becomes party to the contractual provisions of the instrument. At
initial recognition, the Credit Union measures financial liabilities at their fair value plus transaction costs that are directly
attributable to their issuance, with the exception of financial liabilities subsequently measured at fair value through profit or
loss for which transaction costs are immediately recorded in profit or loss.
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3. Material accounting policy information  (Continued from previous page)

Financial instruments (Continued from previous page)

Classification and subsequent measurement

Subsequent to initial recognition, all financial liabilities are measured at amortized cost using the effective interest rate
method.

Derecognition of financial liabilities

The Credit Union derecognizes a financial liability only when its contractual obligations are discharged, cancelled or expire.

Derivatives

Derivatives are initially recognized at fair value on the date the Credit Union becomes party to the provisions of the contract,
and are subsequently remeasured at fair value at the end of each reporting period. Changes in the fair value of derivative
instruments are recognized in profit or loss.

Dividend income

Dividend income is recorded in profit or loss when the Credit Union’s right to receive payments is established, it is probable
that the economic benefits associated with the dividend will flow to the Credit Union, and the amount of the dividend can be
measured reliably. 

Interest

Interest income and expense are recognized in profit or loss using the effective interest method.

The ‘effective interest rate’ is the rate that exactly discounts estimated future cash payments over the expected life of the
financial instrument to the gross carrying amount of the financial asset or the amortized cost of the financial liability. The
effective interest rate is calculated considering all contractual terms of the financial instruments, except for the expected
credit losses of financial assets.

The ‘amortized cost’ of a financial asset or financial liability is the amount at which the instrument is measured on initial
recognition minus principal repayments, plus or minus any cumulative amortization using the effective interest method of
any difference between the initial amount and maturity amount and adjusted for any expected credit loss allowance. The
‘gross carrying amount’ of a financial asset is the amortized cost of a financial asset before adjusting for any expected credit
losses. 

Interest income and expense is calculated by applying the effective interest rate to the gross carrying amount of the
financial asset (when the asset is not credit-impaired) or the amortized cost of the financial liability.

Where a financial asset has become credit-impaired subsequent to initial recognition, interest income is calculated in
subsequent periods by applying the effective interest method to the amortized cost of the financial asset. If the asset
subsequently ceases to be credit-impaired, calculation of interest income reverts to the gross basis.

Where a financial asset has become credit-impaired subsequent to initial recognition, interest income is calculated in
subsequent periods by applying the effective interest method to the amortized cost of the financial asset. If the asset
subsequently ceases to be credit-impaired, calculation of interest income reverts to the gross basis.

Offsetting

Financial assets and financial liabilities are offset, with the net amount presented in the statement of financial position,
when, and only when, the Credit Union has a current and legally enforceable right to set off the recognized amounts and
intends either to settle on a net basis or realize the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or when arising from a group of
similar transactions if the resulting income and expenses are not material.

Collateral

The Credit Union recognizes the proceeds from the sale of any non-cash collateral that has been pledged to it and a liability
measured at fair value for its obligation to return the collateral.
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3. Material accounting policy information  (Continued from previous page)

Financial instruments (Continued from previous page)

If a debtor defaults under the terms of its contract and is no longer entitled to the return of any collateral, the Credit Union
recognizes the collateral as an asset initially measured at fair value or, if it has already sold the collateral, derecognizes its
obligation to return the collateral.

4. Significant accounting judgments, estimates and assumptions

Judgments, estimates and assumptions

The preparation of the Credit Union’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the reporting date. However, uncertainties about these assumptions and estimates could result in outcomes
that would require a material adjustment to the carrying amount of the asset or liability affected in the future.

The 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 if revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future periods. 

Key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date are discussed
below.

Key assumptions in determining the allowance for expected credit losses

At each reporting period, financial assets are assessed to determine whether their credit risk has increased significantly
since initial recognition. In determining whether credit risk has significantly increased, management develops a number of
assumptions about the following factors which impact the borrowers’ ability to meet debt obligations:

 Expected significant increase in unemployment rates, interest rates

 Declining revenues, working capital deficiencies, increases in balance sheet leverage, and liquidity

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

 The correlation between credit risk on all lending facilities of the same borrower

 Changes in the value of the collateral supporting the obligation or in the quality of third-party guarantees or credit

enhancements

Significant judgments, estimates and assumptions are required when calculating the expected credit losses of financial
assets. In measuring the 12-month and lifetime expected credit losses, management makes assumptions about
prepayments, the timing and extent of missed payments or default events. In addition, management makes assumptions
and estimates about the impact that future events may have on the historical data used to measure expected credit losses.

In estimating expected credit losses, the Credit Union develops a number of assumptions as follows:

 The period over which the Credit Union is exposed to credit risk, considering for example, prepayments, extension

options, demand features

 The probability-weighted outcome, including identification of scenarios that specify the amount and timing of the

cash flows for particular outcomes and the estimated probability of those outcomes

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

date

 Expected cash short falls including, recoveries, costs to recover and the effects of any collateral or other credit

enhancements

 Estimates of effective interest rates used in incorporating the time value of money
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4. Significant accounting judgments, estimates and assumptions  (Continued from previous page)

Key assumptions in determining the allowance for expected credit losses (Continued from previous page)

The above assumptions are based on historical information and adjusted for current conditions and forecasts of future
economic conditions. The Credit Union determines adjustments needed to its historical assumptions by monitoring the
correlation of the probability of default and loss rates with the following economic variables:

 Interest rates

 Unemployment rates

 Gross domestic product

 Inflation

 Loan to value ratios

The estimate of expected credit losses reflects an unbiased and probability-weighted amount that is determined by
evaluating a range of possible outcomes that are neither best-case nor worse-case scenarios. The Credit Union uses
judgment to weight these scenarios.

Financial instruments not traded on active markets

Impairment of non-financial assets

At each reporting date, the Credit Union assesses whether there are any indicators of impairment for non-financial assets.
Non-financial assets that have an indefinite useful life or are not subject to amortization, such as goodwill, are tested
annually for impairment. Other non-financial assets are tested for impairment if there are indicators that their carrying
amounts may not be recoverable.

Income taxes

The Credit Union periodically assesses its liabilities and contingencies related to income taxes for all years open to audit
based on the latest information available. For matters where it is probable that an adjustment will be made, the Credit Union
records its best estimate of the tax liability including the related interest and penalties in the current tax provision.
Management believes that they have adequately provided for the probable outcome of these matters; however, the final
outcome may result in a materially different outcome than the amount included in the tax liabilities.

5. Investments and accrued interest

2023 2022
Credit Union Central of Manitoba

Term deposits 335,000,002 293,737,252
Shares 31,566,840 25,236,900

Other Investments
Concentra Financial shares 6,973,464 6,973,464
Westcap MBO III / Westcap Connect Manitoba Growth Fund 2,655,000 1,130,000

Accrued interest 4,340,395 3,723,254

Total 380,535,701 330,800,870

Term deposits consist of thirteen term deposits earning interest at rates between 4.34% to 5.29% (2022 - 3.68% to 4.89%),
maturing from January 2024 to June 2027.

Westcap MBO III and Westcap Connect Manitoba Growth Fund investments mature from 2029 to 2036. 

Concentra financial shares consist of shares in Concentra earning interest of 4.60% (2022 - 4.60%).

Pursuant to Regulation, the Credit Union is required to maintain 8% of its member deposits in specified liquidity deposits. As
of December 31, 2023 the Credit Union met the requirements with liquidity of 24.23% (2022 - 22.73%). 
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For the year ended December 31, 2023

6. Members' loans receivable and accrued interest 

Principal and allowance by loan type:

2023

Principal
12-month ECL

(performing)

Principal
Lifetime ECL

(credit-impaired)

Allowance
Stage 1 & 2

(not credit-impaired)

Allowance
Stage 3

(credit-impaired) Net carrying value

Personal and other 60,142,603 1,169,908 136,898 492,185 60,683,428
Real estate secured 425,852,316 5,868,323 262,062 3,287,052 428,171,525
Commercial 503,103,713 822,015 2,388,267 801,711 500,735,750
Agricultural 429,889,069 - 475,346 - 429,413,723

Subtotal 1,418,987,701 7,860,246 3,262,573 4,580,948 1,419,004,426

Total allowance 7,843,521

2022

Principal
12-month ECL

(performing)

Principal
Lifetime ECL

(credit-impaired)

Allowance
Stage 1 & 2

(not credit-impaired)

Allowance
Stage 3

(credit-impaired) Net carrying value

Personal and other 67,445,720 1,423,121 250,681 693,607 67,924,553
Real estate secured 422,516,238 5,941,030 288,515 1,368,953 426,799,800
Commercial 478,784,348 943,381 2,456,021 2,295,852 474,975,856
Agricultural 416,757,302 42,913 736,309 42,913 416,020,993

1,385,503,608 8,350,445 3,731,526 4,401,325 1,385,721,202

Total allowance 8,132,851

Loan allowance details:
2023 2022

Balance, beginning of year 8,132,851 5,523,916
Provision for impaired loans 249,427 3,336,405

Subtotal 8,382,278 8,860,321
Less: accounts written off, net of recoveries 421,577 727,470
Less: transfer to property held for resale 117,180 -

Balance, end of year 7,843,521 8,132,851
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7. Property and equipment

Land Buildings

Computer

software

Computer

equipment

Furniture

and fixtures

Leasehold

improvement

Parking

lot Roof

Trade

marks Total

Cost

At December 31, 2021 2,822,296 26,520,257 2,991,918 1,851,177 6,138,854 152,053 20,767 111,050 6,771 40,615,143

Additions 501,575 852,383 - 195,621 278,918 - - - - 1,828,497

Disposals (3,857) (114,250) (356) (25,866) (235,852) - - - - (380,181)

At December 31, 2022 3,320,014 27,258,390 2,991,562 2,020,932 6,181,920 152,053 20,767 111,050 6,771 42,063,459

Additions 839,320 802,148 - 46,598 120,654 - - - - 1,808,720

Disposals - - - (46,205) (231,899) - - - - (278,104)

At December 31, 2023 4,159,334 28,060,538 2,991,562 2,021,325 6,070,675 152,053 20,767 111,050 6,771 43,594,075

Amortization

At December 31, 2021 - 9,238,181 2,592,660 1,756,947 4,543,101 44,209 20,767 62,929 4,853 18,263,647

Additions - 673,431 66,619 57,427 356,553 8,038 - 11,105 451 1,173,624

Disposals - (114,250) (356) (24,353) (189,882) - - - - (328,841)

At December 31, 2022 - 9,797,362 2,658,923 1,790,021 4,709,772 52,247 20,767 74,034 5,304 19,108,430

Additions - 683,223 63,547 69,571 330,594 8,038 - 11,105 451 1,166,529

Disposals - - - (41,471) (227,710) - - - - (269,181)

At December 31, 2023 - 10,480,585 2,722,470 1,818,121 4,812,656 60,285 20,767 85,139 5,755 20,005,778

Net book value

At December 31, 2022 3,320,014 17,461,028 332,639 230,911 1,472,148 99,806 - 37,016 1,467 22,955,029

At December 31, 2023 4,159,334 17,579,953 269,092 203,204 1,258,019 91,768 - 25,911 1,016 23,588,297

8. Income tax

The tax effects of temporary differences which give rise to the deferred tax asset reported in the consolidated statement of
financial position is from differences between accounts deducted for accounting and income tax purposes for property and
equipment, allowance for impaired loans and intangibles. Net deferred income tax assets (liability) are comprised of the
following:

Deferred income tax expense recognized in profit (loss)

The deferred income tax recovery recognized in profit (loss) for the current year is a result of the following changes:

2023 2022

Deferred tax asset 
Property and equipment 283,600 261,000
Allowance for impaired loans 1,034,000 1,790,000

Net balance 1,317,600 2,051,000
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8. Income tax (Continued from previous page)

The total provision for income taxes in the consolidated income statement is at a rate differing from the combined federal
and provincial statutory income tax rates for the following reasons:

2023 2022

Applicable tax rate %38.00 %38.00
Federal abatement %(10.00) %(10.00)
General rate reduction %(13.00) %(13.00)
Provincial tax rate %12.00 %10.13
Other %(5.09) %(0.54)

Average effective tax rate (tax expense divided by profit before tax) %21.91 %24.59

9. Director and officer indemnification

The Credit Union indemnified its directors and officers against any and all claims or losses reasonably incurred in the
performance of their service to the Credit Union to the extent permitted by law.

10. Pension plan

The Credit Union has a defined contribution pension plan for full-time employees. The contributions are held in trust by the
Cooperative Superannuation Society Limited and are not recorded in these financial statements. The Credit Union matches
employee contributions at 8% of the employee salary. The expense and payments for the year ended December 31, 2023
were $936,404 (2022- $941,057). As a defined contribution pension plan, the Credit Union has no further liability or
obligation for future contributions to fund benefits to plan members.

11. Member deposits and accrued interest

2023 2022

Registered plans 175,852,922 164,737,369
Chequing 697,696,330 689,445,734
Savings 198,785,375 177,016,585
Plan 24 369,039,159 363,998,611
Term deposits 303,831,486 271,217,771
Accrued interest savings and deposits 10,873,669 5,324,300

1,756,078,941 1,671,740,370

Member deposits are subject to the following terms: 

 Chequing, Plan 24 and savings products are due on demand and bear interest at rates up to 6.20% (2022 -

5.45%). 

 Term deposits are subject to fixed and variable rates of interest ranging from 2.75% to 5.50%, (2022 - 0.15% to

7.95%) with interest payments due monthly, annually or on maturity. 

 Registered plans are subject to fixed and variable rates of interest ranging from 2.75% to 5.50%, (2022 - 1.00% to

7.95%) with interest payments due monthly, annually, or on maturity.
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12. Securitization debt

2023 2022

CMHC mortgage pools - 4,354,092

CMHC mortgage pools were paid out in the year. 

13. Line of credit

The Credit Union has an approved borrowing limit of 10% of member deposits held with Credit Union Central of Manitoba.
Line of credit borrowings are secured by an assignment, hypothecation, charge and pledge of all book debts and accounts
to Credit Union Central and bear an annual interest rate based on the Chartered Banks overnight funds rate, with no fixed
repayment dates. The line of credit was not utilized at December 31, 2023.

14. Member shares

Authorized:

Common shares: Authorized common share capital consists of an unlimited number of common shares with an
issue price of $5 per share and redeemable in the amount of consideration received for the share.

Surplus shares: Authorized surplus share capital consists of an unlimited number of surplus shares, with an issue
price per share of $1 and redeemable at $1 per share.

Preference shares: Authorized Class A non-cumulative preference share capital consists of 1,000,000 preference
shares with an issue price per share of $10 with an aggregate consideration which shall not exceed $30,000,000
and redeemable in the amount of consideration received for the share. Dividends are payable at the discretion of
the Board of Directors.

Issued:

2023 2022

34,393 Common shares (2022 - 34,284) 171,965 171,420
9,223,916 Surplus shares (2022 - 9,776,276) 9,223,916 9,776,276
Preference shares (2022 - 658,102) - 6,581,017

Total 9,395,881 16,528,713

During the year, the Credit Union issued 2,477 (2022 - 2,353) and redeemed 2,368 (2022 - 1,267) common shares, issued
NIL (2022 - NIL) and redeemed 552,360 (2022 - 862,545) surplus shares, and issued NIL (2022 - 9,254) and redeemed
658,102 (2022 - 26,104) preference shares.

When an individual becomes a member of the Credit Union, they are issued a common share at $5 per share. Each
member of the Credit Union has one vote, regardless of the number of shares held. 

Surplus shares are established as a means of returning excess earnings to the members and at the same time increasing
the Credit Union's equity base. The articles of incorporation for Sunrise Credit Union Limited disclose the conditions
concerning surplus shares. 
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15. Dividends on preference shares

During the year, the Board of Directors declared a dividend on preference shares in the amount of $111,973 (2022 -
$460,671). The amount net of tax savings of $30,000 (2022 - $115,000), has been reflected as a charge to retained
earnings.

16. Related party transactions

Key management compensation of the Credit Union

Key management personnel (“KMP”) consists of Executives, Regional Managers and Directors of Sunrise Credit Union
Limited.  Loans made to KMP are approved under the same lending criteria applicable to members. KMP may receive
concessional rates of interest on their loans and facilities. These benefits are subject to tax with the total value of the benefit
included in the compensation figures below.

There are no loans that are impaired in relation to loan balances with KMP.

There are no benefits or concessional terms and conditions applicable to the family members of KMP. There are no loans
that are impaired in relation to the loan balances with family or relatives of KMP.

Aggregate compensation of KMP during the year consisted of: 
2023 2022

Salary and short-term benefits 1,971,935 1,929,018

The total value of loans outstanding to KMP at year end amount to:
2023 2022

Aggregate of loans to KMP 7,969,371 6,961,144
The total value of revolving credit facilities KMP 1,100,500 1,100,000

9,069,871 8,061,144

During the year the aggregate value of loans disbursed to KMP amounted to:
2023 2022

Lines of credit 80,000 -
Mortgages 1,135,910 1,778,688
Loans 362,009 70,000

1,577,919 1,848,688

During the year the interest earned on loans and interest paid on deposits for KMP amounted to:
2023 2022

Interest and other revenue earned on loans to KMP 279,644 231,337
Interest paid on deposits KMP 45,742 33,796

20



Sunrise Credit Union Limited
Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

16. Related party transactions (Continued from previous page)

The total value of member deposits from KMP as at year end amounted to:
2023 2022

Chequing and demand deposits 1,340,099 1,456,937
Term deposits 834,858 940,940
Registered plans 1,211,517 1,231,639

3,386,474 3,629,516

Directors, Committee Members, Management and Staff

Transactions with Directors, committee members, management and staff are at terms and conditions as set out in the loan
policies of the Credit Union.

Payments made for honoraria and per diems paid to Directors amounted to $257,647 (2022 - $269,779) reimbursement of
expense amounted to $53,242 (2022 - $44,690) and meeting, training and conference costs amounted to $43,737 (2022 -
$12,179) for the year ended. Total loans to Directors and staff as at year end amounted to 2.02% (2022 - 2.22%) of total
assets of the Credit Union.

Credit Union Central of Manitoba

The Credit Union is a member of the Credit Union Central of Manitoba, which acts as a depository for surplus funds from,
and makes loans to Credit Unions. The Credit Union Central of Manitoba also provides other services for a fee to the Credit
Union and acts in an advisory capacity. All transactions with Credit Union Central of Manitoba are recorded at the exchange
amount, which is the amount agreed to by the two parties. 

Interest earned on investments during the year ended amounted to $24,311,066 (2022 - $11,912,039). 

Interest and charges paid on borrowings during the year ended amounted to $16,111 (2022 - $65). 

Payments made for affiliation dues, liquidity assessment, research and development assessment, cheque clearing and data
processing for the year ended amounted to $2,848,124 (2022 - $2,906,260). 

Deposit Guarantee Corporation of Manitoba

The Deposit Guarantee Corporation of Manitoba (DGCM) is a deposit insurance corporation which guarantees the deposits
of all members of Manitoba Credit Unions and Caisses Populaires.

The payments made to DGCM during the year represent the net statutory annual assessment in the amount of $1,407,680
(2022 - $1,326,527). 

Celero Solutions

The Credit Union has entered into an agreement with Celero Solutions to provide the maintenance of the infrastructure
needed to ensure uninterrupted delivery of such banking services. Celero Solutions is a company formed as a joint venture
by the Credit Union Centrals of Alberta, Saskatchewan and Manitoba along with Concentra Financial Services and Credit
Union Electronic Transaction Services.
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17. Capital management

The Credit Union provides financial services to its members and is subject to the capital requirements set out in the Credit
Union and Caisses Populaires Act of Manitoba (the “Act”).

The Act prescribes capital adequacy measures and minimum capital requirements. The capital adequacy rules issued by
The Act have been based on the Basel III framework, consistent with the financial industry in general. The Standards of
Sound Business Practice as laid out in the Act also require a risk-weighted asset calculation for credit and operational risk.

Under this approach, Credit Unions are required to measure capital adequacy in accordance with instructions for
determining risk-adjusted capital and risk-weighted assets including off-balance sheet commitments. Based on the
prescribed risk of each type of asset, a weighting of 0% to 150% is assigned. The ratio of regulatory capital to risk-weighted
assets is calculated and compared to the standard outlined by the Act. Regulatory standards require Credit Unions to
maintain a minimum total eligible capital to risk-weighted assets of 10.5%.

Capital Disclosures require the Credit Union to disclose information that enables users of its financial statements to
evaluate the entity's objectives, policies and processes for managing capital.

The Credit Union's objectives when managing capital are:

• To ensure the long term viability of the Credit Union and the security of member deposits by holding a level of
capital deemed sufficient to protect against unanticipated losses; and

•  To comply at all times with the capital requirements set out in the Standards of Sound Business Practice 
Regulation in the Act. 

The Credit Union measures the adequacy of capital using two methods:

• Total capital as a percent of total assets;
• Total capital as a percent of risk-weighted assets. Under this method the Credit Union reviews its loan portfolio and

other assets and assigns a risk-weighting using definitions and formulas set out in the Act and by the Deposit
Guarantee Corporation of Manitoba. The more risk associated with an asset, a higher weighting is assigned. This
method allows the Credit Union to measure capital relative to the possibility of loss with more capital required to
support assets that are seen as being higher risk.

The Credit Union management ensures compliance with capital adequacy through the following:

• Establishing policies for capital management, monitoring and reporting;
• Establishing policies for related areas such as asset liability management;
• Reporting to the Board of Directors regarding financial results and capital adequacy;
• Reporting to the Deposit Guarantee Corporation of Manitoba on its capital adequacy; and
• Establishing budgets and reporting variances to those budgets.

During the year ended December 31, 2023, the Credit Union has complied with the capital requirement. 

The Standards of Sound Business Practice Regulation to the Act require that the Credit Union establish and maintain a
level of capital as follows. 

Regulatory
standards

Board minimum
limits

Total eligible capital to risk weighted assets %10.50 %10.50
Retained earnings to total assets %3.00 %3.00
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17. Capital management (Continued from previous page)

During the year, the Credit Union complied with all internal and external capital requirements. The following table
summarizes key capital information: 

2023 2022

Eligible capital
Member shares 9,395,881 16,528,713
Retained earnings 122,923,967 112,853,733

Total eligible capital 132,319,848 129,382,446

Equity not less than 5% of assets, as calculated in accordance with the Act %6.94 %7.11
Retained earnings not less than 3% of assets %6.45 %6.20
Capital not less than 10.5% of risk-weighted value of assets %13.05 %13.11

18. Financial instruments risk management

Risk management policy

The Credit Union, as part of its operations, carries a number of financial instruments which result in exposure to the
following risks: credit risk, market risk and liquidity risk.

The Credit Union, as part of operations, has established avoidance of undue concentrations of risk, hedging of risk
exposures, and requirements for collateral to mitigate credit risk as risk management objectives. In seeking to meet these
objectives, the Credit Union follows risk management policies approved by its Board of Directors.

The Credit Union measures the adequacy of capital using two methods:
• Ensure all activities are consistent with the mission, vision and values of the Credit Union;
• Balance risk and return;
• Manage credit, market and liquidity risk through preventative and detective controls;
• Ensure credit quality is maintained;
• Ensure credit, market, and liquidity risk is maintained at acceptable levels;
•  Diversify risk in transactions, member relationships and loan portfolios;
• Price according to risk taken; and
• Using consistent credit risk exposure tools.

Various Board of Director committees are involved in financial instrument risk management oversight, including the Audit
Committee and Lending Committee. The risk policies, procedures and objectives have not changed materially from the prior
year.

Credit Risk

Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to honour its financial or contractual
obligations to the Credit Union. Credit risk primarily arises from members' loans receivable. Management and the Board of
Directors review and update the credit risk policy annually. The Credit Union's maximum credit risk exposure before taking
into account any collateral held is the carrying amount of loans as disclosed on the statement of financial position. See Note
6 for further information.

Concentration of credit risk exists if a number of borrowers are engaged in similar economic activities or are located in the
same geographical region, and indicate the relative sensitivity of the Credit Union's performance to developments affecting
a particular segment of borrowers or geographical region. Geographical risk exists for the Credit Union due to its primary
service area being southern Manitoba and surrounding areas.
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Credit Risk (Continued from previous page)

Credit risk management

The primary credit risk management policies and procedures include the following:

 Loan security (collateral) requirements;

 Security valuation processes, including method used to determine the value of real property and personal property

when that property is subject to a mortgage or other charge;

 Maximum loan to value ratios where a mortgage or other charge on real or personal property is taken as security;

 Borrowing member capacity (repayment ability) requirements;

 Borrowing member character requirements;

 Limits on aggregate credit exposure per individual and/or related parties;

 Limits on concentration to credit risk by loan type, industry and economic sector;

 Limits on types of credit facilities and services offered;

 Internal loan approval processes and loan documentation standards;

 Loan re-negotiation, extension and renewal processes;

 Processes that identify adverse situations and trends, including risks associated with economic, geographic and

industry sectors;

 Control and monitoring processes including portfolio risk identification and delinquency tolerances;

 Timely loan analysis processes to identify, access and manage delinquent and impaired loans;

 Collection processes that include action plans for deteriorating loans;

 Overdraft control and administration processes; and

 Loan syndication processes.

Credit commitments

To meet the needs of its members and manage its own exposure to fluctuations in interest rates, the Credit Union
participates in various commitments and contingent liability contracts. The primary purpose of these contracts is to make
funds available for the financing needs of customers. These are subject to normal credit standards, financial controls, risk
management and monitoring procedures. The contractual amounts of these credit instruments represent the maximum
credit risk exposure without taking into account the fair value of any collateral, in the event other parties fail to perform their
obligations under these instruments.

(a) guarantees and standby letters of credit representing irrevocable assurances that the Credit Union will pay if a
member cannot meet their obligations to a third party;

(b) commitments to extend credit representing unused portions of authorizations to extend credit in the form of loans,
(including lines of credit and credit cards), guarantees or letters of credit.

The amounts shown on the table below do not necessarily represent future cash requirements since many commitments will
expire or terminate without being funded.

2023 2022

Unadvanced lines of credit 198,777,127 192,381,707
Guarantees and standby letters of credit 1,531,475 3,632,544
Commitments to extend credit 147,060,809 111,391,115
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Credit Risk (Continued from previous page)

Inputs, assumptions and techniques

Definition of default and assessments of credit risk

Financial instruments are assessed at each reporting date for a significant increase in credit risk since initial recognition.
This assessment considers changes in the risk of a default occurring at the reporting date as compared to the date of initial
recognition.

The Credit Union considers members' loans receivable to be in default when contractual payments are more than 90 days
past due or other objective evidence of impairment exists, such as notification from the borrower or breach of major
covenants. This definition is consistent with the definitions used for the Credit Union’s internal credit risk management
practices.

Changes in credit risk are assessed on the basis of the risk that a default will occur over the contractual lifetime of the
financial instrument rather than based on changes in the amount of expected credit losses or other factors. In making this
assessment the Credit Union takes into account all reasonable and supportable information, including forward-looking
information, available without undue cost or effort. The Credit Union considers past due information of its balances and
information about the borrower available through regular commercial dealings, such as requests for loan modifications. The
credit risk of a financial instrument is deemed to have significantly increased since initial recognition when contractual
payments have exceeded 30 days past due, or other information becomes available to management through the course of
regular credit reviews, communication with the borrower or forecasting processes which consider macroeconomic
conditions expected to have a future impact on borrowers. When a financial instrument is considered to have low credit risk,
it is assumed that there has not been a significant increase in credit risk since initial recognition.

The Credit Union identifies credit-impaired financial assets through regular reviews of past due balances and credit
assessments of its customers. Credit-impaired financial assets are typically placed on the Credit Union's watch list based on
its internal credit risk policies. In making this assessment, the Credit Union considers past due information of its balances
and information about the borrower available through regular commercial dealings.

Measurement of expected credit losses

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

When measuring 12-month and lifetime expected credit losses, the Credit Union considers items such as the contractual
period of the financial asset or the period for which the entity is exposed to credit risk, determination of appropriate discount
rates used in incorporating the time value of money, assumptions about prepayments, timing and extent of missed
payments or default events, probabilities of default and other assumptions and inputs used in calculating the amount of
cash shortfalls depending on the type or class of financial instrument. Forward-looking information is incorporated into the
determination of expected credit loss by considering regional economic journals and forecasts, collecting information
available from regular commercial dealings with its customers and other publicly available information and considering the
effect such information could have on any assumptions or inputs used in the measurement of expected credit losses,
determining significant increases in credit risk or identifying a credit-impaired financial asset. 

Significant judgments, estimates and assumptions are required when calculating the expected credit losses of financial
assets. In measuring the 12-month and lifetime expected credit losses, management makes assumptions about
prepayments, the timing and extent of missed payments or default events. In addition, management makes assumptions
and estimates about the impact that future events may have on the historical data used to measure expected credit losses.
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Credit Risk (Continued from previous page)

Write-offs

Financial assets are written off when there is no reasonable expectation of recovery. The Credit Union assesses that there
is no reasonable expectation of recovery when the security relating to the loan has been sold and there are remaining
amounts outstanding, the borrower has filed for bankruptcy and the trustee has indicated that no additional funds will be
paid. Details of the Credit Union's exposure to credit risk, loss allowance and write-offs have been included in Note 6.

Significant Increase in Credit Risk -  interest rate and inflationary environment impacts 

There are judgments involved in determining whether or not there is a significant increase in credit risk resulting in loans
moving between stages of expected credit loss and being subject to different expected credit loss models. In addition, the
Credit Union will continue to monitor the impact that increased interest rates and inflation may have on its members and
their ability to repay their debt obligations. Where appropriate, the Credit Union may deem a change in credit risk to have
occurred for certain members due to the current environment and will adjust their staging and expected credit losses as
necessary.

Market risk

Market risk is the risk of loss in value of financial instruments that may arise from changes in market factors such as interest
rates, equity prices and credit spreads. The Credit Union's exposure changes depending on market conditions. Market risks
that have a significant impact on the Credit Union include fair value risk and interest rate risk.

Fair value risk

Fair value risk is the potential for loss from an adverse movement in the value of a financial instrument. The Credit Union
incurs fair value risk on its members' loans, term deposits and investments held. The Credit Union does not hedge its fair
value risk. 

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in the interest
rates. Changes in market interest rates may have an effect on the cash flows associated with some financial assets and
liabilities, known as cash flow risk, and on the fair value of other financial assets or liabilities, known as price risk. The Credit
Union incurs interest rate risk on its loans and other interest bearing financial instruments. 

Contractual repricing and maturity

All financial instruments are reported in the schedule below based on the earlier of their contractual re – pricing date or
maturity date. The schedule below does not identify management's expectations of future events where re – pricing and
maturity dates differ from contractual dates.

Interest rate sensitive Assets
Average

yield % Liabilities
Average

costs %

2023
Differential

2022
Differential

Variable (floating)
maturing within 1 year 633,026,715 %4.66 (1,094,188,111) %2.60 (461,161,396) (451,080,320)
1 to 2 years 250,502,727 %4.00 (100,694,723) %3.64 149,808,004 139,376,422
2 to 3 years 306,756,562 %3.68 (45,643,266) %2.97 261,113,296 169,449,465
3 to 4 years 231,187,240 %4.30 (44,860,168) %3.56 186,327,072 220,612,764
Over 4 years 434,643,542 %3.34 (102,162,237) %3.65 332,481,305 536,980,968
Derivative financial
assets 5,438,322 %- - %- 5,438,322 8,294,599
Non-interest sensitive 44,179,938 %- (518,186,541) %- (474,006,603) (623,633,898)

1,905,735,046 (1,905,735,046) - -
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Interest rate risk (Continued from previous page)

To manage its exposure to interest rate fluctuations and to manage the asset liability mismatch, the Credit Union enters into
interest rate swaps. It minimizes the interest rate risk and cash required to liquidate the contracts by entering into counter
balancing positions. 

Notional value Fair value

Derivative financial assets (140,000,000) 5,438,322

Based on the current financial instruments, it is estimated that a 1.0% increase in the interest rate would increase the
financial margin by $837,000. A 1.0% decrease in the interest rate would decrease the financial margin by $516,000.

Liquidity risk

Liquidity risk is the risk that the Credit Union cannot meet a demand for cash or fund its obligations as they come due. The
Credit Union's management oversees the Credit Union's liquidity risk to ensure the Credit Union has access to enough
readily available funds to cover its financial obligations as they come due. The Credit Union's business requires such capital
for operating and regulatory purposes. Refer to Note 5 for further information about the Credit Union's regulatory
requirement.

The following table details contractual maturities of financial assets and liabilities:

Less than 1 year 1 to 2 years After 2 years Total

Cash and cash equivalents 64,489,598 - - 64,489,598
Investments and accrued interest 265,895,583 24,264,236 90,375,882 380,535,701
Members' loans receivable 308,399,189 227,465,377 883,139,860 1,419,004,426
Accounts receivable 4,431,386 - - 4,431,386

Total 643,215,756 251,729,613 973,515,742 1,868,461,111

Less than 1 year 1 to 2 years After 2 years Total

Member deposits and accrued interest 1,467,931,202 101,322,065 186,825,674 1,756,078,941
Trade payables 17,215,581 - - 17,215,581

Total 1,485,146,783 101,322,065 186,825,674 1,773,294,522

Fair value of financial instruments

The estimated fair values of financial instruments are designed to approximate values at which these instruments could be
exchanged in a current market. However, many of the financial instruments lack an available trading market and therefore
fair values are based on estimates. Fair values have not been determined for property and equipment or any other asset or
liability that is not a financial instrument. The fair values of cash resources, variable rate loans and deposits, and accounts
payable are assumed to equal their book values. The fair values of fixed rate loans and deposits are determined by
discounting the expected future cash flows at the estimated current market rates for loans and deposits with similar
characteristics. 
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Methods and assumptions: 

The following methods and assumptions were used to estimate fair values of financial instruments: 

a) the stated value for cash and accounts payable and accounts receivable approximate their fair value due to their
short-term nature. 

b) estimated fair values of investments are based on quoted market prices when available or quoted market prices of
similar investments.

c) variable interest rate loans that are frequently re-priced, stated values are assumed to be fair values. Fair values of
other loans are estimated using discounted cash flow calculations with market interest rates for similar groups of
loans and maturity dates. 

d) fair value of deposits with no specified maturity term is their stated value. Fair value for other deposits is estimated
using discounted cash flow calculations at market rates for similar deposits. 

e) fair value of derivative financial instruments is established by referring to the appropriate current market yields with
matching terms of maturity. The fair values reflect the estimated amounts that the Credit Union would receive or
pay to terminate the contracts at the reporting date. 

Estimated fair values of financial instruments are summarized as follows:

Fair value Book value 2023 Fair value

over (under)

book value 

Fair value Book value 2022 Fair value

over (under)

book value

Financial assets

Cash and equivalents 64,489,598 64,489,598 - 61,498,428 61,498,428 -

Investments 380,788,650 380,535,701 252,949 329,527,002 330,800,870 (1,273,868)

Members' loans receivable 1,336,816,406 1,419,004,426 (82,188,020) 1,405,633,466 1,385,721,202 19,912,264

Accounts receivable 4,431,386 4,431,386 - 3,603,879 3,603,879 -

Derivative financial assets 5,438,322 5,438,322 - 8,294,599 8,294,599 -

1,791,964,362 1,873,899,433 (81,935,071) 1,808,557,374 1,789,918,978 18,638,396

Financial liabilities

Member deposits 1,755,952,297 1,756,078,941 (126,644) 1,667,669,507 1,671,740,370 (4,070,863)

Trade payables 17,215,581 17,215,581 - 11,137,474 11,137,474 -

Securitized debt - - - 4,355,472 4,354,092 1,380

1,773,167,878 1,773,294,522 (126,644) 1,683,162,453 1,687,231,936 (4,069,483)

Fair value measurements

The Credit Union classifies fair value measurements recognized on the statement of financial position using a three-tier fair
value hierarchy, which priorities the inputs used in measuring fair value as follows: 

- Level 1: Quoted prices (unadjusted) are available in active markets for identical assets or liabilities.  Assets 
measured at fair value and classified as level 1 include cash and cash equivalents and interest rate swaps. 

- Level 2: Inputs other than quoted prices in active markets that are observable for the asset or liability, either
directly or indirectly. Members' loans, investments, interest rate swaps and members deposits are disclosed at fair
value based on level 2 classification.

- Level 3: Unobservable inputs in which there is little or no market data, which require the Credit Union to develop its
own assumptions. There are no assets measured at fair value classified at level 3.
Fair value measurements are classified in the fair value hierarchy based on the lowest level input that is significant
to that fair value measurement. This assessment requires judgment, considering factors specific to an asset or a
liability and may affect placement within the fair value hierarchy. 
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19. Canada Emergency Business Account Loans

The Credit Union participated in the Canada Emergency Business Account (CEBA) program by facilitating loans with
eligible small businesses during the year. These loans qualify for derecognition as the risks and rewards were transferred to
the Government of Canada, therefore these loans are not recognized in the consolidated statement of financial position. As
at December 31, 2023, loans issued under the CEBA program were approximately $25 million. 
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