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Our Story 
As the largest credit union in Ontario, and the 
second largest one in Canada, Meridian delivers 
fnancial products and services to over 375,000 
Members through a network of 92 branches, 14 
Business Banking Centres, a Member Contact 
Centre and online services. 

We are a 100% Member-owned fnancial 
institution that puts the well-being of our 
Members frst. Our employees take the time to 
understand the fnancial goals and aspirations of 
our Members. This allows us to ofer solutions that 
meet their needs proactively. 

Our focus is on strategies that are in the best 
long-term interest of our Members, not short-
term corporate earnings objectives. In doing 
so, we deepen relationships with existing 
Members and foster lasting relationships with 
new Members. By providing access to over 90 
branches, 14 Business Centres, 3,700 ABMs and 
24/7 online and mobile banking, we make it 
easy and convenient for our Members to do their 
banking with us. 

We also grow lives through a commitment 
to invest money, time and talent to help 
build prosperous, resilient communities. Our 
Commitment to Communities is based on the 
cooperative values and beliefs that our Members 
and employees share. 

Our Greater Purpose is to help Canadians 
achieve a better life. 

Meridian OneCap 

Meridian’s wholly owned subsidiary, Meridian 
OneCap Credit Corp., is a leading supplier of 
customized commercial equipment leasing 
solutions that has built a solid reputation for 
the superior customer service of its team of 
knowledgeable industry leaders. 

motusbank 

Meridian launched its subsidiary and Canada’s 
newest digital bank, motusbank, on April 2, 
2019 after receiving the Order to Commence 
from the Ofce of the Superintendent of 
Financial Institutions. 

Our Story 3 
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Message from the Board Chair 
2019 will be a year to remember for many 
reasons. Without doubt, we are living in uncertain 
times. Yet, against a backdrop of global unease, 
Meridian demonstrated both resilience and 
stability as we brought the “Meridian experience” 
to more Canadians. We welcomed more than 
27,000 new Members in 2019. 

Good and efective governance is essential to 
ensuring Meridian is well positioned to succeed.  
As a Board, we work diligently to help grow the 
organization’s resiliency to address challenges in 
the marketplace and be well equipped for future 
opportunities to serve our Members and their 
communities. 

In 2019, the Board continued to improve its strong 
governance framework, particularly by allocating 
time to discuss strategy and strategic risks at 
every quarterly Board meeting. The Board is 
supportive and confdent in Management’s plans 
to continue advancing Meridian’s Blueprint for 
Growth strategy and to make it simpler for more 
Canadians to achieve a better life. 

The Board further improved its nomination 
process, which has resulted in a much higher 
number of applicants interested in joining 
the Meridian Board. We are pleased to have 
attracted this broader pool of diverse candidates 
to complement our Board. We enthusiastically 
welcomed Andrew Lo and Gail Harding as new 
members to the Board, who each bring broader, 
diverse perspectives and insights to our already 
robust board discussions. 

Your Meridian Board members are dedicated to 
continuous development and spend considerable 
time attending internal education sessions as 
well as external courses and conferences. The 
results of our last Board evaluation indicate that 
our Director development program increases the 
Directors’ contributions and allows them to serve 
Members more efectively. 

As a Member-based organization, Meridian 
understands that excellence in governance and 
trust are two key fundamentals that go hand-in-
hand. This belief underpins the Board’s dedication 
to ensuring the best and highest standards of 
Corporate Governance.  

Meridian was honoured to be a 2019 recipient 
of two Governance Professionals of Canada 
Excellence in Governance Awards. For the second 
consecutive year, Meridian received the Award 
of Excellence for Best Approach to Achieving 
Efective Board and Committee Operations and 
the Award of Excellence for Best Practices in 
Enterprise Risk Management. 

Every day, our management team and 
employees bring tremendous passion, tireless 
commitment and deep purpose to their work for 
the beneft of our Members. The Board continues 
to be impressed by the exceptional employee 
engagement results Meridian receives. For this, 
we must also acknowledge and thank Bill Maurin 
for his skillful navigation at the helm of this trusted 
organization. 

Message from the Board Chair 4 
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Message from the Board Chair (continued) 

We receive many presentations during the year 
from Management about the business. Perhaps 
one of the Board’s favourites is the annual 
presentation from our Member Relations Ofcer 
– for the passion she exudes for her work and 
the real-life stories we hear about how Meridian 
makes a diference in the lives of our Members. 

On behalf of the Board, I thank our Members 
for choosing us. It is an honour and privilege to 
work on your behalf with a team that believes 
in respect for others, fairness, collaboration and 
a profound desire to make things better for our 
Members. 

Karen Farbridge 
Chair, Board of Directors 
March 11, 2020 

Message from the Board Chair 5 
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Message from the President 
& CEO 
A key measure that any organization uses to 
measure its relevance is growth. At Meridian, we 
view growth as a vote of confdence from our 
Members. It is also a strong signal to us that the 
advice, the services and the products that we  
ofer you are hitting the mark. 

I am proud to report that Meridian is thriving 
on this front. Since 2016, we have increased our 
assets by over $8.0B, and as we head into 2020, 
we stand at $23.9B in assets under management. 
Growth is also a means for us to bring what we 
call the “Meridian diference” to more Members.  
We are pleased with our success on that front 
as well. We have grown our net Membership 
by 81,000 in the last three years, bringing our 
total Members served to 378,402. To put that in 
perspective, while Meridian comprises roughly 8% 
of the Canadian Anglophone credit union system 
assets, it has generated 30-35% of the net growth 
in membership within that system, efectively 
punching four times above its weight. We have 
achieved this together. 

During the last four years, we have launched 
Meridian OneCap and motusbank, and have 
grown our physical channels to include 92 
branches and 14 Business Banking Centres. In 
2019, we introduced two new design concept 
branches – Bramalea Civic Centre and Meridian 
Hall Hub – as we look for new ways to better 
accommodate the consumers’ needs in today’s 
world. At the same time, we have continued to 
expand the functionality of our digital channel 
and contact centre. 

We also added to a growing list of industry frst 
product and service innovations. These include 
the "Raise the Rate," a GIC that empowers 
investors to get the most for their money by 
allowing them to price match for better interest 
rates at their discretion, and Price Drop, a free 
digital banking service, that puts dollars back in 
the pockets of our Members by automating the 
time-consuming process of fnding the best price 
for retail purchases. 

These results and achievements reinforce 
my personal belief that two fundamental 
ingredients are essential for our continued and 
future success: diferentiation and business 
transformation. 

Staying the course demands having a clear sense 
of purpose. That we have. Every day, we come 
to work fueled with a passion to help Canadians 
achieve a better life. And we are delighted that 
through our Voice of Members program, 74% of 
you are telling us that we are doing a great job 
at that. 

Message from the President & CEO 6 
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Message from the President & CEO (continued) 

In 2020, we will continue to hone our purpose by 
highlighting our ultimate goal, which is to improve 
the fnancial wellness and well-being of our 
Members. We will work on solutions that help our 
Members manage existing issues, like housing 
afordability, which impact the quality of life for 
many Canadians. 

Growth as we have been experiencing does 
not happen without our talented, creative and 
engaged Meridian employees. They are focused 
on delivering the fnest and most meaningful 
experiences to you, our Members. What 
motivates them is the opportunity to make a 
positive diference in the lives of our Members. 

Some of the challenges we’ve experienced in 
2019 will remain in our path in 2020 – whether it’s 
a low interest rate environment, shrinking margins 
that make it harder to generate proftable growth, 
increased competition from not only the Big 5 
but also new market players, and a dynamic and 
changing fnancial services/leasing marketplace. 
The more recent risk of a global pandemic, and 
the economic impact that it will have, is a further 
new, and substantial, headwind. 

We deal with these changes as we have all 
others: through teamwork and a relentless focus 
on Member service. Meridian is an exceptionally 
resilient and responsive organization. It proved 
that during the fnancial crisis, it proved that last 
year, and it will prove it again in 2020 and beyond 
as we embrace these challenges. I have every 
confdence that continued focus on executing 
our strategy will drive long-term value for our 
Members and the communities we serve.  

On behalf of Meridian’s Leadership Team, I want 
to thank all of the people, from the frontlines to 
the back ofces, who make a diference to our 
Members. 

I also want to thank you, our Members, for 
choosing us. We believe it is a privilege to serve 
you and we will continue to work hard to earn 
that privilege every day. 

Bill Maurin 
President & CEO 
March 11, 2020 

Message from the President & CEO 7 
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Board & Management Team 
Executive Leadership Team 

Left to right: Gary Genik SVP, Chief Operating Ofcer, Sunny Sodhi SVP, Chief Strategy and Corporate Afairs Ofcer, Leo 
Gautreau SVP, Chief Risk Ofcer, Hugh Swandel SVP Meridian OneCap Credit Corporation, Tara Daniel SVP, Chief Financial 
Ofcer, David Moore Chief Marketing Ofcer, SVP Retail Banking, Bill Maurin President, Chief Executive Ofcer, David Baldarelli 
Chief Digital Ofcer, Meridian & Chief Operating Ofcer, motusbank, Wade Stayzer Chief People & Culture Ofcer & SVP Business 
Banking 

Board of Directors 

Back row (left to right): Mike Valente, Peter Patchet, Jef Chesebrough, Ken Bolton, Andrew Lo, Larry Doran, Bruce West 
Front row (left to right): Gail Harding, Tamara Paton Vice Chair, Karen Farbridge Chair, Carol Hunter, Colleen Sidford 

Board & Management Team 8 
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Corporate Governance Report 

Approach to Governance at Meridian 

The Meridian’s Board of Directors is committed to 
the highest standards of Corporate Governance 
in order to demonstrate our stewardship to 
Members, employees and the communities we 
serve. We believe this is essential for continued 
success and enduring trust from our Members. 

Meridian operates on a principle-based 
governance philosophy with key principles that 
provide the foundation for our governance 
policies and practices, such as: 

• Fulflling our legal and fduciary obligations 
and ensuring it is adhering to statutory and 
regulatory requirements at all times; 

• Acting in the best interests of Meridian and 
the totality of our Membership; 

• Continually educating the Membership on the 
role of the Board and other key governance 
issues, including eforts to ensure that 
Members can efectively exercise their rights 
and obligations in respect of the director 
election process; 

• Ensuring Meridian has the means, capability 
and willingness to put into practice efective 
measures to direct ourselves prudently; 

• Ensuring Meridian has a clear strategic 
direction; 

• Ensuring efective stewardship of business 
operations and risk management, particularly 
through an efective enterprise-wide risk 
management framework; 

• Refecting Meridian’s commitment to integrity, 
open communication, teamwork and 
continuous improvement; and 

• Continually assessing our efectiveness in 
fulflling these responsibilities. 

Excellence in Governance Awards 

Meridian is honoured to be a 2019 recipient 
of two Governance Professionals of Canada 
Excellence in Governance Awards. For the second 
consecutive year, Meridian received the Award 
of Excellence for Best Approach to Achieving 
Efective Board and Committee Operations. 
Meridian also received the Award of Excellence 
for Best Practices in Enterprise Risk Management. 

The category of Best Approach to Achieving 
Efective Board and Committee Operations 
recognizes best practices and innovations 
applied to ensure that Board and committee 
composition, processes and time are actively 
managed to maximize their governance and 
strategic oversight functions. Judges cited the way 
Meridian has continued to strive for excellence 
following our 2018 win, crafting new approaches 
with fresh ideas to advance the operation of 
our Board and committees. The category of 
Best Practices in Enterprise Risk Management 
looks at how management is managing and/ 
or mitigating an organization’s material risks, 
bringing them to the Board’s attention and 
assisting the Board to better understand and 
evaluate their efect on the organization. The 
judging panel cited Meridian’s promoting of a 
proactive risk ownership, through our Board Risk 
Committee and our Board oversight, in order 
to ensure clear and strong ownership of best 
practices throughout the organization. 

Corporate Governance Report 9 
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Governing Legislation and Regulation 

Meridian operates within a comprehensive 
regulatory framework which is underpinned 
by provincial legislation, the Credit Unions and 
Caisses Populaires Act, 1994 (the “Act”). As of 
June 1, 2019, Credit Unions are regulated by 
the Financial Services Regulatory Authority 
("FSRA"), which took over operations from our 
previous regulators, the Financial Services 
Commission of Ontario (“FSCO”) and the Deposit 
Insurance Corporation of Ontario (“DICO”). FSRA 
administers regulations under the Act, as well as 
Rules and Guidance, which were inherited from 
DICO and FSCO. FSRA oversees both market 
conduct and prudential regulation of all credit 
unions, including compliance with solvency rules, 
and provides deposit insurance held in Ontario 
credit unions and caisses populaires up to 
prescribed limits. 

As part of this responsibility, FSRA has the 
authority to issue by-laws to ensure that insured 
institutions operate in accordance with sound 
business and fnancial practices. In early 2015, 
DICO - FSRA’s predecessor - issued Guidance 
Notes respecting desired practices in Corporate 
Governance for the Board, Management, and 
the Audit & Finance Committee of the Board. 
Meridian has conducted a gap analysis against 
this Guidance and is pleased to report that 
no gaps were identifed. In order to promote 
responsible governance through strength and 
stability, Meridian meets quarterly with FSRA 
representatives, provides regular reporting to 
FSRA and participates in periodic risk-based 
examinations. 

The last review of the Act commenced in 
2014. Meridian was very actively engaged in 
contributing to this review, which culminated 
in the Minister of Finance of the day proposing 
changes to the Act that came into efect on 
January 1, 2018. 

These changes included: 

• Increasing the deposit insurance limit for 
credit union deposits from $100,000 to 
$250,000; 

• Allowing credit unions to enter into loan 
syndication agreements with counterparties 
in other provinces so they can ofer greater 
fnancing to Ontario individuals and 
businesses; 

• Permitting credit unions to own insurance 
agents or registered insurance brokers 
as subsidiaries so that credit unions may 
diversify their investment opportunities; and 

• Working toward levelling the playing feld 
with banks by modifying regulations in 
various Ontario statutes to include credit 
unions as permissible fnancial institutions for 
various purposes that are currently restricted 
to banks. 

Since then, Meridian has been an active 
participant in eforts to lobby for further changes 
to modernize the Act and, in March of 2019, the 
Ontario Minister of Finance committed to another 
comprehensive review of the Act. Meridian has 
been active with credit union sector partners in 
this review and we anticipate that an updated 
Act will be introduced for debate by the Ontario 
legislature some time in 2020.  

In parallel to this modernization of the Act, FSRA 
is working with the credit union sector and other 
stakeholders on a comprehensive review of all 
“inherited” rules and guidance with a view to 
reducing “red-tape” compliance cost by 25%, 
while still protecting the interests of consumers 
and the fnancial integrity of the system – a goal 
we share. This work will continue throughout 2020 
and the credit union sector is urging FSRA to set 
up processes to ensure there is an ongoing and 
regular mechanism to review and continuously 
improve regulations, rules and regulatory 
guidance. 

Corporate Governance Report 10 
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Governing Legislation and Regulation (continued) 

Our subsidiary, motusbank, is subject to 
regulatory oversight from the federal 
government’s Ofce of Superintendent of 
Financial Institutions (OSFI), the Financial 
Consumer Agency of Canada (FCAC) and other 
federal regulatory bodies operating under 
the authority of the Bank Act. Meridian and 
motusbank are working to develop productive 
and collaborative relationships with these federal 
regulators. 

Board Mandate 

The Board of Directors protects the best interests 
of Meridian’s Members and stakeholders, 
protects and enhances Meridian’s assets, and 
is responsible for ensuring that Meridian has a 
clear strategic direction. It is further responsible 
for overseeing Management to ensure that 
Meridian’s operations are managed in a sound 
and prudent manner, thereby assuring Members 
that all statutory and regulatory requirements are 
met. Every Director is responsible for exercising 
independent judgment with honesty and integrity. 

In accordance with its mandate, the Board 
proactively contributes to the development of, 
and ultimately approves, the long-term vision of 
Meridian. Establishing this vision is an important 
responsibility of the Board, as it is the basis upon 
which the strategy of Meridian is developed 
and serves as our aspirational guidepost for the 
future. 

During 2018, the Board confrmed Meridian’s 
longer-term vision statements and value 
proposition framework, central to which is our 
goal to be known as the fnancial services partner 
that attracts and retains Members because of a 
diferentiated Member experience. 

Corporate Governance Report 11 
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Board Composition and Election 

In accordance with our by-laws, Meridian’s 
Board is composed of 12 Directors, all of whom 
are independent. The process for the election of 
Directors is comprehensive. Each year the Board 
reviews the skills, knowledge and experience 
of the Board to determine whether any gaps 
exist in order to ensure the highest quality 
Board composition. The Board’s Nominating 
Committee is requested by the Board to seek to 
fll any identifed gaps as they solicit candidates 
for nomination from Meridian’s Members. 
Prospective candidates receive an extensive 
information package. Meridian’s Director 
Candidate Application Package details the 
desired skills and attributes for Candidates and is 
available on our website. 

Meridian has a robust nomination process for 
the selection of Directors, under the oversight 
of the Board’s Nominating Committee. This 
year, the Nominating Committee retained an 
external advisor, Odgers Berndtson, to assist in 
evaluating each application and establishing 
a short list of top candidates to be interviewed 
by the Committee. Following the interviews, it 
is the Nominating Committee’s responsibility to 
recommend to the Membership the best qualifed 
candidates to complement Meridian’s existing 
Board members, in accordance with the criteria 
established by the Committee. Candidates not 
recommended by the Nominating Committee 
may ask to be placed on the ballot for election by 
the Membership. 

Our Members can vote electronically for the 
election of Directors by casting a ballot via the 
internet. Our Members can do so at any of our 
branches. Meridian’s Directors are elected for 
three-year terms and represent a broad range of 
skills, experience and backgrounds. 

Board Diversity 

Meridian’s Board has adopted a Statement of 
Intent which states that Meridian recognizes 
and embraces the benefts of diversity in 
Board members. The Board demonstrates 
a diversity of thought that aligns with the 
needs of the demographic composition of the 
communities we serve today and in the future. 
A truly diverse Board includes and makes good 
use of diferences in the skills, regional and 
industry experience, background, race, gender, 
ethnicity, Indigenous status and other attributes 
of Directors. Meridian considers diversity of 
thought, experience and background equally 
important. The best qualifed candidates will be 
recommended for election to the Board, taking 
into account broad diversity required to represent 
our Membership of today and tomorrow. 

The current 12 Directors refect gender diversity, 
as well as a spectrum of education and 
experience, in particular signifcant professional 
experience. 

Corporate Governance Report 12 
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Orientation and Continuing Education 

New Directors are ofered a comprehensive 
orientation program to familiarize themselves 
with Meridian’s governance processes and 
business operations. The Governance Committee 
conducts a debriefng of the orientation session 
to capture enhancement opportunities for 
subsequent years. The Governance Committee 
continues to evaluate this program to ensure 
the most efective orientation is provided to new 
Directors. Individual Committees of the Board 
have also established their own orientation 
programs to better educate new Committee 
members on their responsibilities. 

The Board has an approved budget for ongoing 
Director training and development, including 
educational sessions for the “Board as a 
Whole,” industry-sponsored seminars and other 
conferences for individual Directors that are 
relevant to Meridian’s business. The Board has 
a policy in place that sets an objective for the 
majority of Meridian’s Directors to receive an 
external director accreditation designation. 

In 2019, the following Board and Committee 
education sessions were held to address topics 
considered to be particularly important in light of 
the evolving business of Meridian. 

BOARD OF DIRECTORS 

• Anti-Money Laundering 

• Bank Act (Canada) 

• Code of Ethics 

• Real Estate Investment 

• Wealth Management 

• Ongoing Education on the Credit 
Union System 

AUDIT & FINANCE COMMITTEE 

• CPA Conference Learnings 

• Committee Efectiveness 

• Internal Controls Environment 

• Materiality & Audit Quality Indicators 

NOMINATING COMMITTEE 

• Interview Skills 

RISK COMMITTEE 

• Global Risk Institute: Board Oversight 
& Insight Learnings 

• Cyber Security 

• Securitization 

Corporate Governance Report 13 
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Enhanced Orientation and Education Process 

In addition to the education sessions listed 
above, Meridian recently enhanced its 
orientation program to include attendance by 
each new Director at one meeting of each of 
the committees of which such Director is not a 
member, as well as to incorporate meetings 
with each of the Board Chair, Board Vice Chair, 
and CEO. The education program was also 
enhanced to include a new listing of educational 
opportunities which is updated and circulated 
quarterly to Directors for consideration. 

Board Evaluations 

The Board is committed to efective governance 
and continuous improvement. Annually, the 
Governance Committee facilitates a Board 
evaluation process to assess the efectiveness of 
the Board, each Committee of the Board, as well 
as the Board Chair, Vice Chair and Committee 
Chairs. The evaluation is conducted either 
through an external consultant or internally. In 
2019, the Board conducted an internal evaluation. 
Through the results of the evaluation, the Board 
developed an action plan to ensure it strives 
towards a continual improvement in Board 
efectiveness, and Meridian’s governance 
framework continues to adhere to the highest 
standards. The Governance Committee is 
responsible for monitoring the action plan and 
providing a progress report to the Board. 

Corporate Governance Report 14 
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The Board has delegated the oversight 
for monitoring adherence to its policies to 
fve Committees with the following primary 
accountabilities: 

AUDIT & FINANCE COMMITTEE 

• Review fnancial statements, internal 
controls, accounting policies and 
reporting procedures; 

• Review Meridian’s fnancial 
performance relative to established 
metrics; 

• Ensure the integrity of fnancial 
reporting; 

• Oversee Meridian’s annual budget; 

• Oversee internal and external audit 
processes, including approval of the 
external audit plan and year-end 
fndings report; 

• Oversee capital management 
processes and reporting; 

• Monitor the independence of external 
auditors; 

• Oversee compliance with 
applicable statutory and regulatory 
requirements; 

• Oversee compliance with established 
thresholds or limits required under 
Board policies; and 

• Oversee the reporting relationship of 
the Chief Audit Executive. 

GOVERNANCE COMMITTEE 

• Maintain a healthy governance 
culture and oversight of all 
governance policies; 

• Assess the efectiveness of the Board, 
its Committees and Committee 
Chairs; 

• Oversee the Board’s annual strategic 
planning process; 

• Oversee the development plans for 
Directors; 

• Accountable for the general 
content, objectives and guidelines of 
Meridian’s annual report; and 

• Oversee the activities associated with 
the Annual General Meeting and any 
Special Members’ Meetings. 

Corporate Governance Report 15 
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HUMAN RESOURCES COMMITTEE 

• Oversight of the HR policies and 
programs, to ensure that they are 
developed, implemented and 
adhered to by Management in 
support of Meridian’s business 
strategies; 

• Review and recommend Director 
compensation; 

• Administer the review process 
of the CEO’s performance and 
compensation; 

• Oversee and review employee 
variable short term and long-term 
incentive programs; 

• Oversee the employee pension plans; 
and 

• Oversee the succession planning for 
the President & CEO and Executive 
Leadership Team. 

NOMINATING COMMITTEE 

• Oversee the nomination, assessment 
and recommendation of candidates 
for the Board; 

• Assess the adequacy of the candidate 
pool to ensure it addresses any 
identifed gaps; and 

• Oversee the Director election process. 

RISK COMMITTEE 

• Ensure a robust process for 
identifying, assessing, managing and 
monitoring critical and emerging 
risks; 

• Ensure that policy guidelines and 
systems are in place to ensure that 
enterprise risks are at an acceptable 
level; 

• Provide strategic oversight to risk 
management policies and FSRA 
standards; 

• Ensure a robust process for 
identifying and managing 
technology risk including technology 
implementation and cybersecurity; 

• Oversee the establishment of a risk 
appetite framework; and 

• Review and approve individual 
restricted party credit applications. 

Corporate Governance Report 16 
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Years of Service on the Board and Committee 
Membership 2019  

The following are the members of the Board, 
their respective year of election, as well as the 
Committees served on in 2019: 

DIRECTOR AUDIT &  FINANCE GOVERNANCE HUMAN RESOURCES NOMINATING RISK 

Ken Bolton 
(2015*) 

X 
Chair 

X 

Jef Chesebrough 
(2015*) 

X X 

Larry Doran 
(2014*) 

X X 
Chair 

Karen Farbridge 
Board Chair 

(2015*) 

X X 

Gail Harding 
(2019*) 

X X 

Carol Hunter 
(2016*) 

X X 
Chair 

Andrew Lo 
(2019*) 

X X 

Peter Patchet 
(2017*) 

X X 
Chair 

Tamara Paton 
Board Vice Chair 

(2013*) 

X X 

Colleen Sidford 
(2012*) 

X X 
Chair 

Mike Valente 
(2017*) 

X X 

Bruce West 
(2018*) 

X X 

*Year frst elected to the board 

Corporate Governance Report 17 
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2019 Board Initiatives 

The Board believes it is important to ofer a 
high level of transparency in its interactions with 
the Members. To that end, the Board provides 
the Members with information on its activities. 
The Board is pleased to advise of the following 
initiatives implemented in 2019: 

• Developed a best-in-class Director 
Candidate Application Package to attract 
a larger number of diverse candidates to 
complement the Board’s skills and expertise; 

• Voluntarily upgraded its background check 
procedures of Director candidates to be in 
line with more stringent federally regulated 
fnancial institutions; 

• Formalized a process to fll mid-term 
vacancies on the Board; 

• Improved Director development plans to 
include education focused on Committee 
Chair succession, as well as emphasis on 
innovation; 

• Enhanced its Director education through a 
robust Director Orientation program focused 
on Committee oversight and Board culture, 
additional internal education sessions, and a 
cycle of Line of Business reviews; 

• Introduced annual Board Chair objectives to 
monitor key governance areas of focus, which 
the Board Chair was later evaluated against 
through the Board’s annual evaluation 
process; 

• Revised the structure of Board meetings to 
dedicate more time to medium- and long-
term horizon planning; 

• Enhanced Management’s reporting to the 
Board to support continuous oversight of 
Meridian’s strategy; and 

• Conducted an extensive request for proposal 
("RFP") process for the external auditor. 

Subsidiary Governance 

Meridian has two material subsidiaries, 
Meridian OneCap Credit Corp. and motusbank, 
both of which are wholly owned. On the 
recommendation of the Governance Committee, 
the Board adopted a Subsidiary Governance 
Policy to ensure that appropriate levels of 
governance are maintained in our subsidiaries. 
The Policy establishes an enterprise-wide 
approach to the governance of Meridian’s 
subsidiaries. This Policy provides a degree of 
central oversight and is responsive to evolving 
legal and regulatory requirements, regulator 
expectations and subsidiary governance 
practices. 

18 
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Board Code of Conduct 

Meridian’s Board has adopted a policy that 
outlines the duties and obligations of Directors, 
and annually requires each Director to sign 
a Statement of Director Commitment, which 
confrms that they have read the Board’s policies 
and agree to respect and abide by them at all 
times. 

Director Compensation 

Meridian’s Human Resources Committee 
is responsible for recommending Director 
compensation to the Board. Meridian recognizes 
the importance of attracting and retaining a 
high quality and dedicated Board of Directors, 
and therefore ofers a level of remuneration that 
makes us competitive in the marketplace. 

In accordance with the Board’s compensation 
policy, Director remuneration will be reasonable 
and competitive as compared with businesses 
of comparable size and complexity within the 
Canadian fnancial industry, including Canadian 
credit unions that place a similar level of 
accountability and oversight on Directors, and 
require Directors to achieve a high degree of 
ongoing education and technical profciency. 
Every two years, the Human Resources 
Committee engages a third party director 
compensation advisor to assist it in this work. The 
third party review is a robust process that includes 
an independent market survey and compares 
Meridian’s Director compensation against other 
Canadian credit unions as well as organizations 
of comparable size and complexity within 
the Canadian fnancial industry. The Director 
compensation philosophy aligns strategically with 
Meridian’s long-term sustainability and business 
objectives. 

Corporate Governance Report 19 
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All-In Fee Structure 

In 2018, on the recommendation of its 
independent compensation consultants and 
the Human Resources Committee, the Meridian 
Board of Directors adopted an all-in fee structure, 
removing per-meeting fees for attendance at 
Board and Committee meetings. This single 
fee is intended to recognize a Director’s skills, 
knowledge, experience and level of responsibility. 
It also recognizes the time required of Directors 
in fulflling their responsibilities, including but not 
limited to travelling, preparing for and attending 
meetings, attending education sessions, 
assembling information, and attending and 
participating in community activities and other 
credit union functions as required. 

The Board believes this all-in fee structure 
is better aligned with the changing role of 
Directors and more refective of the continuous 
nature of their contributions during the year. It 
is also aligned with prevailing industry trends 
and generally easier to administer. Where 
extraordinary circumstances result in a signifcant 
number of additional meetings beyond the 
typical amount, the Board has discretion to 
provide additional compensation which is fair 
and reasonable for the additional meetings. 

The following table represents the specifc 
remuneration for Directors for 2019. 

POSITION ALL IN FEE 

Board Member $60,000 

ADDITIONAL FEE 
FOR CHAIR ROLES 

Board Chair $40,000 

Board Vice Chair $10,000 

Audit & Finance 
Committee Chair $15,000 

Governance 
Committee Chair $10,000 

Human Resources 
Committee Chair $10,000 

Nominating 
Committee Chair $10,000 

Risk Committee Chair $10,000 

Corporate Governance Report 20 
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All-in Fee Structure (continued) 

In keeping with good governance practice of 
disclosure, the table below summarizes the 
total gross compensation (excluding expense 
reimbursement) received by each Director during 
2019: 

DIRECTOR ANNUAL FEE CHAIR FEE OTHER (1, 2, 3) TOTAL 

Ken Bolton 
Audit & Finance Committee Chair 

$60,000 $15,000 $3,0002 $78,000 

Ted Cadsby 
Served as a Director until 4/19 

$20,000 - - $20,000 

Jef Chesebrough 
Nominating Committee Chair until 4/19 

$60,000 $3,333 - $63,333 

Larry Doran 
Risk Committee Chair 

$60,000 $10,000 - $70,000 

Karen Farbridge 
Board Chair 

$60,000 $40,000 $41,0001 $141,000 

Gail Harding 
Elected to serve as Director 
efective 4/19 

$40,000 - $2,0003 $42,000 

Carol Hunter 
Governance Committee Chair 

$60,000 $10,000 - $70,000 

Andrew Lo 
Elected to serve as Director 
efective 4/19 

$40,000 
-

- $40,000 

Peter Patchet 
Human Resources Committee Chair 
efective 4/19 

$60,000 $6,667 - $66,667 

Tamara Paton 
Board Vice Chair 

$60,000 $10,000 $26,0001 $96,000 

Colleen Sidford 
Human Resources Committee Chair 
until 4/19; Nominating Committee Chair 
efective 4/19 

$60,000 $10,000 - $70,000 

Mike Valente $60,000 - - $60,000 

Bruce West $60,000 - $3,0002 $63,000 

Note 1: Fee received as a Director of motusbank. 
Note 2: Fee received for the 2020 External Auditor RFP Selection Committee. 
Note 3: Fee received for travel spent greater than 5 hours for Board and/or Committee meetings. 21 
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Executive Compensation & CEO Performance 
Management 

Meridian’s Human Resources Committee is 
responsible for recommending to the Board 
the compensation of the CEO and ensuring 
that the compensation practices relating to 
the Executive Leadership Team are consistent 
with Meridian’s compensation philosophy. A 
third party executive compensation specialist 
is engaged by the Committee to assist it in this 
work, including support in selecting appropriate 
market references (i.e. data sources, peer group 
development principles, benchmark positions) 
and guidance in interpreting market pay levels 
and practices. 

The third party review is a robust process, 
which involves using comparator organizations 
from both fnancial services and general 
business/industry. Peer group identifcation 
and target positioning guide an examination of 
Meridian’s competitive position as compared 
to organizations of comparable size and 
complexity within the Canadian fnancial industry. 
Where applicable, Meridian considers market 
references from broader Canadian general 
industry refecting the diverse talent market that 
may be considered for certain executive roles 
at Meridian. Market compensation data from 
over 100 peer organizations, identifed as a 
representative market for executive talent, are 
reviewed to ensure the Committee is equipped 
with an understanding of market practice to 
make informed executive pay decisions. 

The CEO and Executive Leadership Team roles 
are benchmarked against external, market 
comparable roles. Again, both fnancial services 
and general industry are used as part of the 
benchmark role review. 

The Board determines the form and amount of 
CEO compensation based on this review and 
resulting recommendations from the Committee. 

Meridian’s Executive compensation consists of 
both a short-term incentive plan, in line with the 
incentive plan applicable to all employees, and 
a long-term incentive plan. The performance 
metrics upon which both of these plans are 
based are closely reviewed by the Committee 
and ultimately approved by the Board annually. 
Detailed information regarding Executive 
compensation can be found within the Notes to 
the Consolidated Financial Statements, which are 
included in the Annual Report. 

The Committee is also responsible for developing 
performance objectives for the CEO and 
evaluating the CEO’s performance against those 
objectives annually. The CEO’s goals are clearly 
stated and aligned to strategic imperatives. There 
is an orientation toward qualitative evaluation, 
with the understanding that quantitative results 
against the enterprise scorecard (which has a 
broad range of quantitative plan targets) are 
part of the overall evaluation process. Emphasis is 
placed on the appropriate balance to incentivize 
achievement of both short- and long-term 
objectives while ensuring Meridian’s long-term 
success. 

Corporate Governance Report 22 
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Director Attendance 

The Board has a policy for “Attendance by 
Directors” and receives annual reporting of 
individual attendance. While the policy refects 
a 12-month rolling attendance record due to the 
need to capture consecutive meeting attendance, 
the following chart refects Director attendance 
during the 2019 calendar year. It includes former 
and newly elected Directors whose terms ended 
and/or commenced concurrent with the Annual 
General Meeting in April 2019. 

The percentages pertain to the attendance 
at both Board and Committee meetings held 
during the period January 1, 2019, to December 
31, 2019. Overall, this translates to a 99% average 
attendance by Meridian’s Directors. 

12 MONTHS OF 2019 

Board of Directors Committee Total 

Director Attend Held Attend Held Attend Held % 

Ken Bolton 7 7 10 10 17 17 100 

Ted Cadsby 
Until 4/19 

2 2 2 2 4 4 100 

Jef Chesebrough 7 7 12 12 19 19 100 

Larry Doran 7 7 10 10 17 17 100 

Karen Farbridge 7 7 10 10 17 17 100 

Gail Harding 
As of 4/19 

5 5 7 7 12 12 100 

Carol Hunter 7 7 10 10 17 17 100 

Andrew Lo 
As of 4/19 

5 5 7 7 12 12 100 

Peter Patchet 7 7 13 13 20 20 100 

Tamara Paton 7 7 10 10 17 17 100 

Colleen Sidford 7 7 13 13 20 20 100 

Mike Valente 7 7 10 10 17 17 100 

Bruce West 7 7 10 11 17 18 94 

Corporate Governance Report 23 
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The Board continues to be very pleased with the 
progress that Meridian has made since inception 
in 2005. Many of Meridian’s recent successes 
are highlighted in the Management Discussion 
& Analysis that follows. Your Board would like to 
thank all Members for your continued loyalty in 
2019. 

You may contact the Board through our 
Governance Ofce by writing to: 

Email: 
Board.ofDirectors@meridiancu.ca 

Mail: 
Meridian Credit Union 
c/o Corporate Secretary 
3280 Bloor Street West 
Centre Tower, Suite 2700 
Toronto, ON M8X 2X3 

For further information about Meridian’s Board, 
please visit: 
www.meridiancu.ca/About-Meridian/Corporate/ 
Governance/Board-of-Directors.aspx 

Additional references: 

The 2019 Director Candidate Application Guide 
is available at: 
https://www.meridiancu.ca/About-Meridian/ 
Corporate/Governance/Board-Elections.aspx 

Corporate Governance Report 24 
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Corporate Highlights 
Partnership with TO Live 

Meridian and TO Live have announced that two 
of Toronto’s iconic performing arts facilities, The 
Sony Centre for the Performing Arts and the 
Toronto Centre for the Arts, would be renamed 
Meridian Hall and Meridian Arts Centre on 
September 15, 2019. In addition to naming rights, 
this expansive partnership includes Meridian 
branding and content fully integrated into the 
venues, as well as their digital and promotional 
platforms. This new partnership amplifes 
Meridian’s ongoing commitment to supporting 
culturally rich and diverse communities. 

motusbank Launch 

motusbank ofcially launched on April 2, 2019, 
with an exceptional digital service ofering, 
providing Canadians access to some of the most 
competitive rates and fees in the country. From 
a people, process and technology perspective, 
the launch has been an exceptional success with 
more than 10,000 new Members and growing. 
Our strong results, including the experience we 
deliver through motusbank are thanks to all the 
hard work and planning that went into the bank 
build. 

Product and Service Innovation 

We make lives simpler and easier for our 
Members by sharing "wow" products and 
services developed through digital innovation. 
This year we released the one-of-a-kind “Raise 
the Rate” GIC which gives Members the ability 
to rate match and move to a higher interest rate 
during the investment term. We also introduced 
Rate Scoop, which provides Members advanced 
notice of an upcoming rate change. In addition, 
we were the frst fnancial institution to roll out 
Price Drop, a free service ofering for all new 
and existing Meridian and motusbank Members, 
which provides a convenient, seamless solution to 
save money on retail purchases. 

New Branch Openings 

While the industry is moving towards a digital 
future with smaller physical footprints, Meridian is 
more visible in the GTHA area than ever before. 
As a result,  awareness of the Meridian brand has 
increased across Ontario. This year we opened 
four branches in Ottawa, Brampton and Toronto. 
Of these – Bramalea Civic Centre and Meridian 
Hall Hub – two are new design concept branches 
that allow us to engage with our Members in a 
non-traditional format that accommodates the 
needs of consumers in today’s world. 

Mentoring Partnership 

In 2019 we became an Employer Partner in the 
Mentoring Partnership Program with the Toronto 
Region Immigrant Employment Council ("TRIEC"). 
Meridian employees who become mentors in the 
TRIEC program stand to gain both professionally 
and personally, including valuable mentorship 
skills to enhance their career development. An 
important beneft added is that our participation 
will enhance Meridian’s capability to attract 
and retain top talent, engage with employees 
and leverage innovative ideas through diverse 
perspectives. 

New to Canada 

Newcomers have always been an integral part of 
Canada’s continued growth and success and will 
continue to play an important role in Canada’s 
growth. Our comprehensive New to Canada 
Program welcomes new Canadians to Meridian 
as a place to grow their own fnancial and overall 
well-being. We know that newcomers will play 
a key role in Meridian’s long-term growth and 
business development as credit unions present an 
attractive alternative for banking services. 

25 
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Meridian’s Commitment 
to Communities 
Meridian’s Commitment to Communities is based 
on our Greater Purpose of helping Canadians 
achieve a better life. We believe that by creating 
and promoting community programs and 
partnerships that engage, educate and empower 
Canadians, we bring to life our promise to put 
the well-being of our Members, employees and 
communities frst. Here are some highlights from 
2019 that refect this commitment. 

Good Neighbour Program 

The Good Neighbour Program is Meridian's 
local sponsorship program through which our 
teams across Ontario forge partnerships with 
hundreds of charities and not-for-proft and 
public organizations, working together to support 
the well-being of the communities in which we 
live and work. 

BRANCHES 
90+ 400 

COMMUNITY EVENTS, 
PROGRAMS AND 

INITIATIVES ACROSS 
ONTARIO 

OVER 

Below are two examples of community 
partnerships by our Niagara, Durham and 
Hamilton region teams to support youth mental 
health and nutrition. 

Fill the Pig, Feel Better 

We partnered with the 
Pathstone Foundation to run 
the "Fill the Pig, Feel Better" 
Community Campaign in 
support of children’s mental health across 
Niagara. Together we raised $50,000, which 
went towards supporting access to mental health 
services through walk-in clinics for children and 
their families. The campaign was so successful 
that it was recreated in the Durham Region in 
partnership with the Ontario Shores Foundation 
in support of adolescent mental health and 
recovery. 

$10 $ 

Food4Kids 

Meridian is a proud sponsor 
of Food4Kids Hamilton, 
an organization providing 
packages of healthy food 
for kids aged 4-17 years with 
limited or no access to food. Food packages 
are assembled by volunteers and delivered to 
schools each Friday, ensuring that children have 
nourishment over the weekend. There are over 
1,300 children in Hamilton struggling through 
weekends without food. Many of our employees 
are proud volunteers, helping to supply them with 
healthy food year-round. 

Commitment to Communities 26 
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My Commitment to Communities 

Meridian is proud to increase our employees’ 
impact across Ontario with up to $1,000 in 
personal donation and fundraising matching to 
any Canadian charity and up to $500 in volunteer 
rewards for any not-for-proft organization. The 
My Commitment to Communities Program is 
powered by a leading software portal, enabling 
our employees to fnd and engage with the 
causes that are near and dear to their hearts, and 
make a diference in our communities. 

50% 
EMPLOYEE 

PARTICIPATION IN OUR 
MY COMMITMENT TO 

COMMUNITIES 
PROGRAM 

OVER 

10,000 
HOURS VOLUNTEERED 

OVER 

2019 National Credit Union Social Responsibility 
Award 

The My Commitment to Communities Program 
was the recipient of the coveted 2019 National 
Credit Union Social Responsibility Award 
bestowed by the Canadian Credit Union 
Association (CCUA). 

The award recognizes the leadership, innovation 
and advancement that credit unions demonstrate 
in their social and environmental performance, 
creating shared value by integrating social and 
environmental impact into core business, and 
using that integration to drive economic value. 
Through Meridian's digital My Commitment to 
Communities Program, our employees have 
a direct social and economic impact on the 
organizations in their own backyards that often 
play key support roles in their lives. 

Industry Leadership 

Meridian is proud to be an Imagine Canada 
Caring Company, which recognizes corporate 
leaders in community investment and social 
responsibility. Meridian is also a member of 
the Volunteer Canada Corporate Community 
Engagement Council, which works collaboratively 
to deliver strong leadership in the area of 
corporate citizenship in Canada, particularly in 
employee community engagement. 

425+ 
ORGANIZATIONS 

SUPPORTED 

Commitment to Communities 27 
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Management's Discussion 
& Analysis 

This management’s discussion and analysis 
(“MD&A”) gives readers an overview of Meridian 
Credit Union Limited (“Meridian”), and enables 
them to assess Meridian’s fnancial condition 
and results of operations for the fscal year 2019, 
as compared to prior years. The MD&A should 
be read in conjunction with the Consolidated 
Financial Statements, which have been prepared 
in accordance with International Financial 
Reporting Standards (“IFRS”). Unless otherwise 
indicated, all amounts in the MD&A are expressed 
in Canadian dollars. The MD&A commentary is as 
of March 11, 2020. 

In accordance with its terms of reference, 
Meridian’s Audit and Finance Committee of the 
Board of Directors has reviewed the content of 
the MD&A and recommended its approval to the 
Board of Directors. The MD&A was approved by 
Meridian’s Board of Directors. 

Core Business & Strategy 29 
Corporate Overview 29 
Our Corporate Strategy 29 

Key Performance Drivers 31 
Capability to Deliver Results 33 

2019 Financial Overview 38 
2019 Financial Performance Review 41 
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Net Interest Income 42 
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Capital Review 54 
Internal Capital Adequacy Assessment Process 54 

Risk Management 55 
2020 Outlook 57 

Cautions Relating to Statements 

This MD&A includes forward-looking statements, which by their very nature require management to make assumptions and involve inherent risks and uncertainties. 
Forward-looking statements are typically identifed by the words “believe”, “expect”, “anticipate”, “intend”, “estimate”, “may increase”, “may impact” and other similar 
expressions, or future or conditional verbs such as “will”, “should”, “would” and “could”. A number of important factors, many of which are beyond management’s control, 
could cause actual future results, conditions, actions or events to difer materially from the targets, projections, expectations, estimates or intentions expressed in forward-
looking statements. These factors include, but are not limited to, changes in general economic conditions in Canada, particularly those in Ontario; legislative or regulatory 
developments; changes in accounting standards or policies; and Meridian’s success in anticipating and managing the risks inherent in these factors. Readers are cautioned 
that the foregoing list is not exhaustive. Undue reliance should not be placed on forward-looking statements, as actual results may difer materially from expectations. 
Meridian does not undertake to update any forward-looking statements contained in this MD&A. 

The Credit Union is not required to comply with the Canadian Securities Administrators National Instrument 51-102 Continuous Disclosure Obligations and related Staf 
Notices. The Credit Union prepares its Consolidated Financial Statements in accordance with International Financial Reporting Standards and refers to them in this MD&A. 
In addition, the Credit Union uses non-GAAP fnancial measures within the MD&A, which the Credit Union believes provides the reader with a better understanding of how 
management views the business. Where the Credit Union has used non-GAAP measures they have been defned within the report, as they may not be comparable to similar 
terms used by other organizations. 

Management's Discussion & Analysis 28 
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Core Business & Strategy 
Corporate Overview 

As Ontario’s largest credit union, Meridian 
delivers fnancial products and services to over 
375,000 Members through a network of 92 
branches, 14 Business Banking centres, a Member 
Contact Centre and online services. 

We are a Member-owned fnancial institution 
that puts the well-being of our Members frst. 
Our employees take the time to understand the 
fnancial goals and aspirations of our Members. 
This allows us to ofer solutions that meet their 
needs proactively. 

Our Corporate Strategy 

We focus on strategies that are in the best long-
term interest of our Members, not short-term 
corporate earnings objectives. In doing so, we 
deepen relationships with existing Members and 
foster lasting relationships with new Members. 

We also grow lives through a commitment 
to invest money, time and talent to help 
build prosperous, resilient communities. Our 
Commitment to Communities is based on the 
cooperative values and beliefs that our Members 
and employees share. 

Our Greater Purpose is to help Canadians 
achieve a better life. 

Meridian strives to be the leader in Member-centric cooperative banking. At its core, our medium-
term strategic objectives continue to be focused on diferentiation, which entails taking Meridian’s 
service excellence to higher levels, and transformation, centered on modernizing how we do things, 
thus making our operations simpler, more transparent and faster. This supports Meridian’s longer-term 
sustainability and our ability to deliver on our value proposition to Members. Our strategic objectives 
are as follows: 

1. Market & Membership Growth 

• We want to bring the Meridian experience 
to as many Canadians as possible, while 
ensuring that we refect the demographics of 
the markets we serve, thus becoming a much 
larger fnancial services partner to deliver on 
our value proposition. 

• We plan to leverage digital banking, 
alternative distribution channels, 
partnerships, and new products and services 
that enable a more holistic approach to meet 
Member needs to grow our Membership and 
the markets we serve. 

Management's Discussion & Analysis 

2. Diferentiated Member Experience 

• Our goal is to become the market leader 
in delivering a unique and personalized 
Member experience “where banking feels 
good.” 

• Our employees deliver a memorable, unique, 
simplifed and personalized sales and service 
experience to best suit Member needs. 

• Our innovative products and services 
demonstrate our value proposition, which 
is focused on helping Canadians achieve a 
better life and always putting the well-being 
of our Members frst. 

• We will empower our Members to make 
decisions in their best interest through 
operational transparency. 
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Core Business & Strategy (continued) 

3. Social Commitment 

• Our goal is to help build more resilient 
Members, households, businesses, and 
communities. 

• Our knowledge of the communities in which 
we operate is a key ingredient for how 
we help strengthen communities and our 
Members’ well-being within them. 

• Our employees volunteer in the communities 
we serve and are constantly looking for 
opportunities to improve our Members’ 
overall well-being. 

4. Diversifed Business Model 

• The objective is to evolve Meridian’s business 
model to remain relevant in the future and 
continue to create value for Members. 

• Growth and diversifcation in our business 
model enable us to meet more Member 
needs and bring our value proposition to 
more Canadians in an efcient and efective 
manner. 

• We further diversifed our business model in 
April 2019 with the launch of motusbank, a 
national digital bank. 

5. Exceptional Employee Experience 

• The goal is to develop highly engaged 
employees with the capabilities required to 
support our future growth and meet Member 
needs. 

• We continue to create and deliver a highly 
diverse, collaborative and innovative 
workforce. 

Management's Discussion & Analysis 30 
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Key Performance Drivers 
Critical to our success are our Members, our employees and our presence in the community. These 
ultimately drive our performance, creating a fnancially sound and sustainable credit union. We 
pay attention to our success factors by listening to what our Members say, and ensuring that the 
marketplace is aware of Meridian’s value proposition and that our employees are fully engaged. 

Voice of Member 

Voice of Member is a Member Experience 
program that provides Meridian an opportunity 
to hear the opinions of our Members and 
measure satisfaction and loyalty. It enables us 
to better respond to Member needs and truly 
add value as we help improve their fnancial 
well-being. Favourable Member ratings are a 
direct indicator that we are delivering on our 
value proposition and result in growth in our 
relationship value with Members, which includes 
lending, deposits and wealth management. 

✓ At the heart of our Voice of Member program 
is the Net Promoter Score. This metric has been 
embraced globally by leading companies as the 
standard for measuring and improving customer 
loyalty. In 2019, our Net Promoter Score was 47.4. 

✓ Research indicates that Net Promoter Score 
has become the loyalty metric of choice for 
supporting both short and long-term fnancial 
success. 

Awareness of Meridian 

We regularly assess awareness of Meridian and 
our unique value proposition. We monitor our 
progress over time in the areas of awareness, 
diferentiated Member experience and access. 
These factors infuence our ability to deliver on 
our greater purpose, “to help Canadians achieve 
a better life.” 

✓ Continued focus on our greater purpose and 
the brand attributes that ladder up to that are 
key in driving new Member growth and share of 
wallet opportunities. 

✓ Our research shows that Meridian’s awareness 
in market remained stable year over year, with 
Aided Awareness holding strong at 70%. 

Management's Discussion & Analysis 31 
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Key Performance Drivers continued 

Employee Engagement 

We continuously undertake activities that ensure 
our employees are engaged and empowered 
to make decisions in the best interest of our 
Members. We provide tools to help them 
efectively manage risks, just like an owner. We 
also promote the well-being of our employees 
through our iMwell and iSave programs and 
engage in activities to improve their overall well-
being. 

✓ Meridian strives to achieve Top Employer 
status, benchmarking against the top quartile in 
the Canadian database for Engagement. 

✓ Meridian has a strong, engaged culture 
and we will continue to invest in our areas of 
strength, including our Leader Efectiveness, 
Employee Empowerment and our commitment 
to Corporate Social Responsibility, which enable 
our ability to service our Members and deliver 
an exceptional Member Experience. Our survey 
results inform action plans to further strengthen 
engagement, which have been implemented at 
both the enterprise and local levels. Our survey 
participation rate of 94% of all employees is well 
above the average of 74%, and is a refection 
of our strong feedback culture. In 2019, our 
engagement score was 73% enterprise wide. 

Membership Growth 

Growth in Membership means that Meridian is 
able to increase the fnancial well-being of and 
bring our value proposition to more Canadians. 
Growth in our Membership base is infuenced 
by increased awareness of Meridian and an 
expansion in Meridian’s points of access. 

✓ In the Credit Union, the total number of 
Members increased by more than 27,000 in 2019, 
which increased our membership base by over 
8%. In the launch year of motusbank, over 10,000 
new relationships were onboarded to join the 
Meridian family! 

Capital Position 

A key indicator of our fnancial soundness is the 
strength of our capital base, which consists mainly 
of Member shares and retained earnings. A 
strong capital position allows us to absorb shocks 
stemming from economic downturns and market 
risk, invest in activities and ventures that add 
value to our Members, and protects Members’ 
interests. We continue to focus on maintaining 
strong capital ratios, building our capital base 
through retained earnings and, in 2019, through 
a $50 million privately placed subordinated 
debenture. 

✓ Meridian’s capital and risk-weighted capital 
ratios remained strong and continue to be well 
within regulatory and risk appetite ranges in 2019. 
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Capability to Deliver Results 
Meridian’s long-term sustainability hinges on our success in achieving our strategic imperatives, which 
are supported by multiple initiatives. We continue to strengthen our capabilities in our delivery network, 
organizational processes, technology, organizational structure and employees. The following 2019 
successes and ongoing initiatives highlight our ability to achieve our strategic imperatives and meet 
current and future needs of our existing and potential Members: 

Market and Membership 
Growth 

✓ Digital Strategy Delivering value our Members can’t imagine living without 
is what guides our digital strategy. We believe in building 
innovative and diferentiated Member experiences such 
as Price Drop. The frst such service ofered in Canada by 
a fnancial institution, it helps Members fnd meaningful 
savings on their everyday purchases. Our digital strategy 
and Member experience approach was recognized with the 
Credit Union of the Year award at the 2019 Canadian FinTech 
and AI Awards. 

In 2019, we focused on ensuring we delivered robust, 
convenient and delightful Member experiences. Here is a 
short sample of what we did: 

• Improved our digital-lending experience 
We have streamlined the co-borrower application 
process, have enabled digital signature capabilities and 
can now confrm an applicant’s identity at any Canada 
Post location country-wide. 

• Enabled our Members to do more digitally 
Members can easily link and transfer funds to and from 
their other fnancial institutions with higher limits, switch 
their payroll from their other bank by answering a few 
questions, view all their accounts including wealth and 
investments in one place, easily reverse a mistaken bill 
payment and securely access their Meridian banking app 
using Face ID on their smartphone. 

• Improved the way we work 
We embedded design thinking and agile development 
principles, increased our speed to market, and enhanced 
overall quality of experience through data-driven 
learning and iterative release cycles. 

In 2020, we will take on the challenge of utilizing digital 
to improve the overall well-being of our Members as we 
continue to iterate, innovate and deliver diferentiated 

Management's Discussion & Analysis digital Member experiences. 33 
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Capability to Deliver Results (continued) 

✓ Increased Footprint 

✓ New to Canada Program 

Diferentiated Member Experience 

✓ Flex-Equity Mortgages 

✓ PSO Innovations 

✓ Rate Scoop 

Management's Discussion & Analysis 

We will continue to expand our branch footprint in 
targeted Ontario markets. Meridian opened three Retail 
Banking branches and two Business Banking Centres in 
2019, making it easier for existing and future retail and 
commercial Members to access our services. 

• Two new Brampton locations (Fletcher’s Meadow 
and Bramalea City Centre) and one in Ottawa 
(Barrhaven, opened in January 2019) 

• Two new Business Banking Centres (Markham and 
Brampton) 

Launched at the end of 2018, the New to Canada 
Program brings new Canadians unique and special 
ofers to help them choose Meridian as their fnancial 
institution. We started to promote this program in 2019 in 
the markets we serve. 

Our Flex-Equity Mortgage Line enables Members to 
easily access the equity in their home. This new product 
combines a mortgage and a home equity line of credit. 
As Members pay down the principal on their mortgage, 
they automatically get access to cash, based on their 
home equity. 

Meridian is constantly looking to improve and innovate 
our Product/Service Oferings ("PSO"). 2019 saw the 
following initiative take fight: 

“Raise the Rate GIC” is a new and innovative way for our 
Members to invest without worry about rates rising. If 
rates rise, you can request the higher rate, and if they fall, 
you can stay in the rate you are at! 

Rate Scoop creates operational transparency when it 
comes to rate changes. This service gives advanced 
notice of upcoming rate changes so there are no 
surprises. Members can opt to have a notifcation of rate 
changes sent to their email or they can check our website, 
as it will feature an alert during the advanced notifcation 
period. 34 
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Capability to Deliver Results (continued) 

Social Commitment 

✓ Meridian’s Commitment Communities 

✓ Member Well-being 

Meridian’s Commitment to Communities is based on 
our to Communities fundamental belief in our role in 
empowering Member, employee and community well-
being. 

Our three signature community programs play a 
signifcant role in delivering on our commitment to 
community banking: 

• Good Neighbour Program 
Local charitable, not-for-proft and public 
organizations across Ontario that share the same 
values we do and are dedicated to strengthening 
our shared communities can apply to become a 
community partner. Our community sponsorship 
decisions are made by our local teams to address 
the unique needs of each of our communities. These 
programs tackle issues in the community and help 
with our Members’ overall well-being. 

• My Commitment to Communities Employee Program 
This is our leading employee community engagement 
program to match donations and fundraising to any 
Canadian charity up to a maximum of $1,000, and up 
to $500 to reward volunteer time with any non-proft 
organization. 

• Sean Jackson Scholarship 
We award an annual $10,000 scholarship, named in 
honour of our frst CEO, to one graduating Ontario 
high school student who demonstrates academic 
excellence and a commitment to community 
involvement and innovation. Ontario-based grade 
12 students are invited to apply at Meridiancu.ca/ 
Scholarship. 

Meridian is focused on improving the fnancial well-
being of our Members. We have partnered with the 
Financial Health Network, a non-proft trusted resource 
for business leaders, policymakers and innovators aiming 
to improve the fnancial health of their customers, 
employees and communities. We publish fnancial health 
articles and advice, as well as content with a focus on 
home ownership, in the "Good Sense" section of our 

Management's Discussion & Analysis website. 35 
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Capability to Deliver Results (continued) 

Business Model Diversifcation 

✓ motusbank Subsidiary 

✓ Partnerships 

✓ Operating Efciency 

Exceptional Employee Experience 

✓ Diversity and Inclusion 

Meridian ofcially launched motusbank, our national 
bank subsidiary, in April 2019. This is a key component 
of our overall strategy and enables Meridian’s value 
proposition to be delivered to a larger number of 
Canadians. 

Partnerships are a key driver of our national strategy. 
We have been able to secure and deepen relationships 
with partners such as RateHub, Borrowell, Caddle and 
LoanConnect, and continue to develop new partnerships. 
These partnerships also serve to build our branch 
awareness. 

Adoption of the LEAN process improvement methodology 
is gaining momentum at Meridian. A number of Kaizens 
were executed during 2019, to review processes for 
several business functions such as Business Banking Loan 
Originations, resulting in a reduction in loan fulfllment 
time and elimination of non-value-adding activities. We 
are implementing Robotic Process Automation ("RPA") 
for operationally intensive processes, which, together 
with LEAN improvements, will be a key driver in achieving 
operational efciencies. 

Strengthening the Diversity and Inclusion ("D&I") culture 
at Meridian is a key focus, as we recognize how this work 
drives innovation, creates trusted partnerships with our 
Members and community, and contributes to the overall 
success and growth of the business. Our commitment to 
an inclusive workplace is a critical element of our culture 
that extends intentionally to the great experiences our 
Members expect from us. A dedicated cross-functional 
group of employees are part of an organizational 
Diversity and Inclusion Leadership Advisory Council 
supporting Meridian’s comprehensive D&I strategy. This 
important strategy continues to build greater awareness, 
openness, respect and lasting connections to the diverse 
communities we serve. 

Management's Discussion & Analysis 36 
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Capability to Deliver Results (continued) 

✓ Exceptional Employee Experience During 2019, we launched our employee value 
Promise proposition. This includes the following: 

• We equip our employees with the knowledge to help 
them grow their careers. 

• We empower our employees to think outside the box 
and bring forward new ideas, that will actually get 
implemented. 

• We strive to deliver a collaborative work environment 
that is fun and full of energy. This is built on a 
foundation of trust, diversity of thought, and 
inclusiveness. 

• We have a long tradition of contributing to the 
communities where we work and live, which benefts 
the health of the community for our Members and 
employees. 

• We are steadfast in our promise to understand that 
life is full of ups and downs, so we will always be 
there for our employees and will always have their 
back. 

Management's Discussion & Analysis 37 
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Consolidated Financial Results 
2019 Financial Overview 
Over the past year, the Bank of Canada did not 
move the overnight rate, after increasing it to 
1.75% in 2018. With many economists predicting 
rate increases to continue into 2019, the fattening 
and inversion of the yield curve highlighted the 
headwinds that the overall economy faced. 

Canada experienced an inverted yield curve in 
2019, indicating that traders are expecting the 
Bank of Canada to lower interest rates. Trade 
tensions between the U.S. and China remained 
unsolved, making fnancial markets highly 
sensitive and volatile through 2019. The Bank 
of Canada’s economic outlook turned dovish in 
2019. These changes in the economy challenged 
us to act diligently so as to meet Member needs 
while protecting the balance sheet from interest 
rate risk. Despite these challenges, success was 
realized, as Meridian had a very strong year for 
lending growth, positively impacting our fnancial 
margin in 2019. 

Meridian continues to invest in a mix of strategic 
and foundational initiatives as we continue 
to expand our digital capabilities, add more 
branches, diversify our business and enhance our 
supporting infrastructure. The formal launch of 
our digital bank, motusbank, in April 2019 was a 
signifcant investment for Meridian, and should 
be a contributing factor to our performance 
in future years as it continues to grow and 
become proftable. Meridian is focused on 
ensuring the right balance between investments, 
earnings performance, funding requirements 
and capitalization is maintained. This ensures 
Meridian has sustainable proftability, a key 
ingredient to support our growth and allow our 
value proposition to reach as many Canadians as 
possible. 

Meridian Credit Union acquired Meridian 
OneCap Credit Corp. (formally Roynat Leasing) 
in 2016 to form a wholly owned leasing 
subsidiary. In the three years since acquiring, we 
have realized the benefts of having a leasing 
subsidiary, which provides our Commercial 
Members access to a completely new suite of 
products and services. 

Overall, Meridian’s operating performance was 
strong, with signifcant growth in relationships 
with Members. Total assets grew by $3.1 billion 
or 17% to $21.0 billion at the end of 2019, driven 
largely by lending to Members, mainly residential 
mortgages and Commercial business activities. 
Assets under management, which include of-
balance sheet Wealth management assets, 
increased by $3.5 billion or 17% to $23.9 billion, 
with $0.5 billion of the growth coming from 
Wealth assets, which ended 2019 at $3.0 billion. 
Our deposit portfolio grew $1.7 billion or 13% to 
$14.9 billion, while our loan portfolio increased 
$2.4 billion or 16% to $17.3 billion in 2019. 

Meridian generated $94.0 million in pre-tax 
earnings, an increase of $8.2 million over the 
previous year. The increased earnings were 
attributable to increased relationships with 
Members and an increase in the number of 
Members (which drives net interest and non-
interest revenue). Meridian experienced a small 
gain in Other Comprehensive Income (“OCI”) of 
$0.9 million, mainly the result of hedging activities. 
These factors contributed to an after-tax return 
on equity (“ROE”) of 7.4% in 2019, compared 
to 7.1% achieved in 2018. Meridian was able to 
realize higher earnings despite economic earning 
pressures. ROE represents total comprehensive 
income as a percentage of average total equity. 
Removing the impact of the OCI gain in 2019  
results in no meaningful diference (represented 
by the line on the next graph). 
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Consolidated Financial Results  
2019 Financial Overview (continued) 
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Efciency Ratio 

82.3% 76.7% 76.5% 
85.4%83.9% 

2015 2016 2017 2018 2019

Meridian’s operating margin grew to $400.2 
million over the year, 9% higher than the 
2018 results. The main causes of this increase 
were the signifcant growth in relationships 
with Members, which resulted in higher net  
interest and non-interest income. Favourable 
revenue was ofset by an increase in operating 
expenses, largely attributable to higher costs 
associated with the diversifcation of our business 
and our workforce growth, which is needed 
to support our relationships with Members 
and create a more efective environment to 
meet their needs. The increases also included 
technology improvements, community and 
brand investments, and investments in strategic 
initiatives. We are starting to realize the 
benefts from our long-term strategy objectives 
introduced in 2015. This included the ofcial 
launch of motusbank in 2019, which increased 
expenses but is anticipated to provide a long-
term beneft and allow us to deliver our value 
proposition to more Canadians. Our heavy 
investments in infrastructure, people, processes, 
technology, marketing, products and services 
created short-term earnings pressures from 
2014 to 2016, putting pressure on our ROE and 
efciency ratios. ROE has since increased through 
2017-2019, showing Meridian’s investments 
improve our long-term fnancial outlook and 
allow us to achieve sustainable growth in the 
years to come. 

The efciency ratio is a measure of productivity 
and is calculated as non-interest expense divided 
by operating margin, expressed as a percentage. 
Faster growth in revenues relative to increased 
expenses, previously described, resulted in a 
lower and better efciency ratio of 76.5% in 2019, 
compared to 76.7% in 2018. The ratio has started 
to improve to levels not seen since before our 
long-term strategy was implemented in 2015. 
2019 didn’t see as strong of an improvement, 
as earnings were pressured due to market 
conditions while expenses increased due to our 
workforce growth and launch of motusbank. 
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2019 Financial Overview (continued) 

Capital Ratio 

2015 2016 2017 2018 2019 

7.0% 
6.2% 

5.9% 
6.3% 

7.1% 

10.5% 10.0% 10.8% 

13.0% 
11.7% 

Liquidity Ratio 

2015 2016 2017 2018 2019 

Meridian’s liquidity ratio increased to 10.8% during 
2019 from 10.0% a year earlier due to increased 
deposits, cash and investments. The increase 
in the liquidity ratio was achieved through the 
strategic decision to grow both organic and 
inorganic funding sources in support of very 
strong loan growth. 

 Risk Weighted Capital Ratio 

13.6% 
12.1% 11.7% 12.0% 

14.3% 

2015 2016 2017 2018 2019 

Meridian’s Capital and Risk  Weighted Capital 
ratios decreased to 5.9% and 11.7%, respectively, 
in 2019, due to strong Retail and Commercial 
Lending. 

These ratios remain well above the minimum 
regulatory requirements of 4.0% and 8.0%, 
respectively, and within our own risk appetite 
target ranges. The setting and monitoring of our  
risk appetite ranges are discussed in more detail 
in the Risk Management section. 

13.1% 
14.8% 

18.5% 

14.6% 
13.0% 

Leverage Ratio 

2015 2016 2017 2018 2019 

Meridian’s leverage ratio, which is total funding 
coming from external sources as a percentage 
of total on-book assets, increased to 18.5% in 
2019 from 14.8% in 2018, resulting from increased 
external funding requirements due to exceptional 
lending growth. 

The changes in the liquidity and leverage ratios were a conscious decision by the business, as we are 
looking to diversify funding by source, strengthen our liquidity base and lower overall cost of funding. 
All of the regulatory ratios remain well within our risk appetite target ranges and far exceed regulatory 
minimums. 
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2019 Financial Performance 
Review 

Total Revenue 

Total revenue, which consists of interest and 
non-interest income before provisions for credit 
losses, grew $39.1 million to $420.2 million in 2019. 
The increase was largely driven by strong growth 
in relationships with Members and our OneCap 
leasing portfolio receivables. OneCap contributed 
$35.2 million and motusbank contributed $1.1 
million to total revenue. Increased net interest 
income was generated from strong growth in 
lending to Members and partially ofset by the 
cost of deposits and other sources used to fund 
lending. 

Consolidated Income Statement 
For the year ended December 31, 2019 

2019
 ($ thousands) 

2018
 ($ thousands) 

NET INTEREST INCOME 

Less: provision for credit losses 
Non-interest income 
Share of profts from investment in joint venture 

327,073 

19,967 
93,138 

-

297,306 

12,892 
83,814 

4 

Operating margin 400,244 368,232 

NON-INTEREST EXPENSES 

Salaries and employee benefts 
Administration 
Occupancy 
Amortization of intangible assets 
Depreciation 

182,326 
87,043 
10,452 
7,242 

19,181 

168,892 
75,150 
18,854 
8,136 

11,352 

Total non-interest expenses 306,244 282,384 

Pre-tax earnings 94,000 85,848 

Income tax expense 12,508 12,280 

Profts attributable to Members 81,492 73,568 

Increased lending and complexity drove higher 
Commercial lending fees, which increased $1.8 
million from 2018. Wealth management assets 
also grew exceptionally, with assets ending the 
year at $3.0 billion. This resulted in higher Wealth 
trailer fee revenue, increasing by $2.4 million from 
2018. OneCap was able to increase non-interest 
income by $3.0 million over 2018, which was a 
signifcant contributor to Meridian’s increased 
non-interest income. 

Management's Discussion & Analysis 41 



2019 ANNUAL REPORT

 
 

 

 

 

 

 

 

 

 

 

 

 
 

2019 Financial Performance Review (continued) 

Net Interest Income 

Net interest income is comprised of interest 
income on assets such as loans, securities 
and receivables, less interest expense paid 
on liabilities such as deposits and wholesale 
funding. For the year, net interest income was 
$327.1 million, an increase of $29.8 million or 10.0% 
over 2018. Interest income on assets increased 
$113.6 million, while interest expense on liabilities 
increased $83.8 million. 

Net interest margin is the ratio of net interest 
income to average total assets, expressed as 
a percentage. In 2019, net interest margin was 
1.68%, which is a decrease of 9 basis points from 
2018. A combination of intensifed competition 
in commercial and retail lending, along with an 
inverted yield curve, caused compression in the 
fnancial margin as longer-termed asset yields 
fell faster than short-term deposit rates. Growth 
in net interest margin remains challenged by 
a competitive interest rate environment, and 
an increasingly competitive fnancial services 
sector in both Commercial and Retail portfolios. 
However, increasing contributions from new and 
diverse lines of business, such as the OneCap 
leasing portfolio, and the launch of motusbank 
should improve this ratio in the coming years. 
Focus continues on revenue diversifcation as 
a key strategy to reduce the concentration of 
margin-driven business. 

Meridian’s average total assets increased $2.7 
billion or 15.9% in 2019, due primarily to growth 
in the lending portfolio. Average loan balance 
growth increased $2.2 billion or 15.5% in 2019, 
while the interest revenue associated with these 
loans increased 19.2%. Interest revenue growth 
has outpaced lending growth as lower rate loans 
mature and have been replaced with higher 
yielding loans. However, given the competitive 
interest rate environment, we may see these 
growth rates start to grow at similar paces. 

Asset growth was funded through both external 
funding and exceptional deposit growth in 2019. 
Growth in average deposit balances was $1.6 
billion or 13.1% over 2018. The remaining asset 
growth was supported through external sources 
of funding such as securitization and the use of 
borrowing facilities as necessary. 

Net interest income is afected by fuctuations 
in capital markets beyond normal operating 
activities. As necessary, Meridian undertakes 
hedging activities, which may include the 
transacting of derivative instruments to protect 
Meridian and our Members from changes 
in external market conditions. These hedging 
activities, in turn, generate their own net interest 
income or loss, countering the impact on the 
underlying item. 

Over the course of 2019, Meridian entered 
into receive fxed swaps and pay fxed swaps, 
intended to hedge the risk to net interest margin 
attributable to changing interest rates. The 
notional amounts of our derivatives represent 
the amount to which a rate or price is applied 
in order to calculate the amount of cash that 
must be exchanged under the contract. Notional 
amounts do not represent assets or liabilities and 
therefore are not recorded in our consolidated 
balance sheet. The fair value of over-the-counter 
(“OTC”) derivative contracts is recorded in our 
consolidated balance sheet. The interest income 
or expense associated with quarterly cash 
settlements are refected in the proft and loss. 
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2019 Financial Performance Review (continued) 

Net Interest Income 
($ millions) Change 

Average Assets & Liabilities 
($ millions) Change 

Net Interest Margin 
(in basis points) 

2019 2018 % 2019 2018 % 2019 2018 Change 

Cash and cash 
equivalents 5.2 2.5 108.0 492.1 376.1 30.8 105.7 66.5 39.2 

Investments 24.3 16.6 46.4 1,310.3 1,023.0 28.1 185.5 162.3 23.2 

Loans 240.6 197.8 21.6 4,677.9 4,100.6 14.1 514.3 482.4 32.0 

Lines of credit 80.6 68.3 18.0 1,494.1 1,414.5 5.6 539.5 482.9 56.6 

Mortgages 290.3 247.1 17.5 9,953.1 8,446.9 17.8 291.7 292.5 (0.9) 

Finance Receivables 63.0 58.1 8.4 1,173.9 1,113.8 5.4 536.7 521.6 15.0 

Other Assets 328.3 289.1 13.6 

Interest income 
/ total assets 704.0 590.4 19.2 19,429.7 16,764.0 15.9 362.3 352.2 10.1 

Demands 79.2 70.8 11.9 6,837.4 6,625.5 3.2 115.8 106.9 9.0 

Fixed terms 204.1 131.2 55.6 7,171.7 5,761.2 24.5 284.6 227.7 56.9 

Borrowings 93.5 85.1 9.9 4,108.6 3,223.4 27.5 227.6 264.0 (36.4) 

Subordinated debt 0.1 0.0 0.0 24.9 0.0 0.0 40.1 0.0 40.1 

Other liabilities 0.0 6.0 (100.0) 170.5 104.4 63.3 0.0 574.7 (574.7) 

Interest expense 
/ total liabilities 

Members’ equity 

376.9 293.1 28.6 18,313.1 15,714.5 16.5 

1,116.6 1,049.5 6.4 

205.8 186.5 19.3 

Total liabilities 
and Member’s equity 376.9 293.1 28.6 19,429.7 16,764.0 15.9 194.0 174.8 19.2 

Total 327.1 297.3 10.0 168.3 177.3 (9.0) 

Management's Discussion & Analysis 43 



2019 ANNUAL REPORT

 

 

 
 

 

 

 

2019 Financial Performance Review (continued) 

Provision for Credit Losses 

Provisions for credit losses (“PCL”) are measured 
in accordance with IFRS 9, using a three-stage 
impairment model. Relevant exposures within 
the scope of the IFRS 9 impairment model for 
Meridian include Loans, Finance Receivables, as 
well as of-balance sheet exposures, including 
loan commitments and letters of credit. For a 
more detailed discussion of the models used, 
refer to Note 3.7 and 33.1 of the Consolidated 
Financial Statements. 

External macroeconomic changes can have an 
impact on the PCL. This could increase or reduce 
the PCL on our specifc and general provisions 
if a specifc industry or sector is more at risk 
of default, given new economic data. The PCL 
was $20.0 million in 2019, compared to $12.9 
million in 2018. The PCL for the Commercial 
loan portfolio was $4.3 million ($0.2 million in 
2018). A $6.5 million loss was attributable to the 
Retail loan portfolio ($2.4 million in 2018) and 
a $9.2 million loss ($10.3 million in 2018) was 
attributable to Finance Receivables related to 
OneCap. Commercial losses are composed of a 
relatively small number of larger and sometimes 
individually signifcant losses. Due to the 
specialized nature of the underlying security, it 
can take several years to sell properties or realize 
on the security.  

Of the $4.3 million expense on the Commercial 
portfolio, $1.2 million relates to provisions taken 
against impaired loans, driven by $3.3 million of 
new impairments ($5.1 million in 2018) partially 
ofset by $2.1 million improvements due to revised 
security valuations on existing impairments ($2.3 
million in 2018). There was a further expense of 
$3.1 million from stage 1 and 2 provisions ($0.7 
million improvement in 2018) driven mainly by 
portfolio growth. Finance Receivables losses are 
comprised of a larger number of small- and 
medium-sized amounts. The Finance Receivables 
PCL was comprised of $8.9 million related to 
impaired accounts ($9.1 million specifc in 2018) 
and $0.3 million related to accounts that are 
performing or have had a signifcant increase in 
credit risk since origination ($1.2 million collective 
in 2018). 

The total PCL represented 0.11% of the portfolio in 
2019, which was an increase from 0.08% in 2018. 
The Commercial loss rate was 0.08% for 2019 
versus immaterial losses in 2018. The Retail loss 
rate, at 0.05% of the respective portfolio, was an 
increase from the 0.02% loss rate observed in 
2018. The fnance receivable loss rate is 0.79%, 
which was a decrease from 0.87% in 2018. 
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2019 Financial Performance Review (continued) 

Credit Portfolio Quality 

Loan and fnance receivable expected credit 
loss provisioning is determined in accordance 
with established policy. Management reviews 
the loan and fnance receivable allowance 
position and impairment levels at least quarterly. 
Management also reviews the status of all high-
risk accounts (“Watchlist” accounts), which are 
actively monitored. Provisioning is adjusted where 
necessary to ensure compliance with policies and 
to include management’s best estimate of losses 
based on the currently available information. 
The Provision for Credit Losses is refected in the 
Income Statement in the current year. 

The gross impaired loans and fnance receivables 
balance is $86.5 million ($97.5 million in 2018) and 
represents 0.47% of the total loan and fnance 
receivable portfolio. The total allowance for 
impaired loans and fnance receivables, at $53.8 
million, was $8.2 million higher than the prior 
year. The increase was due mainly to higher 
stage 1 and 2 provisions driven by portfolio 
growth and higher unresolved stage 3 provisions 
in OneCap. 

The $53.8 million allowance for expected credit 
losses includes $12.5 million attributable to stage 
3 allowance and $41.3 million attributable to 
stage 1 and stage 2 allowances. The allowance 
for expected credit losses, as a ratio to total 
loans and fnance receivables, was 0.29% in 
2019, of which 0.07% represented the stage 3 
allowance and 0.22% was the stage 1 and stage 2 
allowances. 

Asset Quality Coverage - Loans and Finance Receivables 

($ millions) 2019 2018 

Total loans 
Gross impaired loans “GIL” 
Allowance for expected credit losses 
Provision for credit losses "PCL" 

18,519.1 
86.5 
53.8 
20.0 

16,078.9 
97.5 
45.6 
12.9 

GIL as % of total loans 
GIL as % of Members' equity 
Allowance as % of total loans 

PCL as % of total loans 

0.47% 
7.49% 
0.29% 

0.11% 

0.61% 
9.05% 
0.28% 

0.08% 

Commercial loans: 
% Better than average 
% Average 

27.46% 
48.47% 

29.82% 
50.50% 

75.93% 80.32% 
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2019 Financial Performance Review (continued) 

A risk rating system is utilized to assess and 
monitor the risk profle of our Commercial loan 
portfolio. The model is based on an in-depth 
assessment of the borrower’s risk of default, which 
is measured by industry, business, management 
and fnancial risk factors, along with the risk of 
loss given default. The risk of loss given default is 
based on an assessment of security composition 
and relative historical recovery experience.  The 
Commercial loan portfolio, stratifed by risk rating 
ranging from “very low” to “impaired,” is reviewed 
monthly.  Most of the portfolio continued to fall 
into the combined “better than average” and 
“average” categories. Collectively, these two 
ratings accounted for approximately 75.9% of 
the total Commercial portfolio (80.3% in 2018).  
In addition, a comprehensive Early Warning 
System allows for timely identifcation of accounts 
that require follow-up and additional attention 
through the adjudication process or an increase 
in risk rating to Watchlist status, with the objective 
of correcting issues that may otherwise result in 
future impairment of the account. 

Meridian continues to enhance credit 
management processes through updating 
advanced early warning systems that identify 
potential credit deterioration, a more stringent 
control environment, improved credit-based 
analytics and reporting, as well as an enriched 
Member experience. In addition, Meridian 
has developed a robust target risk profle 
methodology that identifes the optimal borrower 
risk curve by balancing the trade-of between 
risk and reward within the lending portfolio. 
A direct output of this strategy has yielded a 
fattening of the risk curve with a corresponding 
increase to “higher” risk lending refective of 
higher margin lending relationship within an 
acceptable credit risk tolerance. A combination 
of strong adjudication procedures, in-depth 
portfolio analysis, concentration monitoring and 
Early Warning System techniques has provided 
sufcient and appropriate assurance regarding 
the credit quality and changing risk profle of the 
lending portfolio. 

Management's Discussion & Analysis 46 



2019 ANNUAL REPORT

 

 

 

 

 

 

 

 
 

2019 Financial Performance Review (continued) 

Non-Interest Income 

Non-interest income rose by $9.3 million or 11.1% 
to $93.1 million in 2019. OneCap contributed $13.8 
million and motusbank contributed $0.1 million to 
non-interest income. Revenue from service fees 
rose $1.7 million to $19.0 million. Our existing and 
increased Membership contributed $0.7 million, 
and our OneCap leasing business accounted for 
the remaining $1.1 million in service fee growth. 

Mutual fund revenue accounted for $2.4 million 
of the increase in non-interest income, growing 
by 12.4% to $21.8 million. Mutual fund revenue 
increase is driven by the growth in Wealth 
balances due to strong market appreciation and 
sales during the year. Sales throughout the year 
were infuenced by an increase in Meridian’s 
Wealth management workforce, as well as back 
ofce efciencies. 

Loan servicing fees grew by $1.8 million or 8.5% to 
$23.1 million driven by increased complexity and 
volumes of Commercial lending. During 2019, our 
commercial loan portfolio grew $812.3 million, an 
increase of 17.4% over 2018. 

Insurance commissions grew by $1.0 million to 
$9.0 million on account of life insurance sales, 
as we encouraged Members to engage in their 
overall estate planning, as well as our increased 
insurance commissions on leases through 
OneCap. Foreign exchange income increased by 
$0.3 million to $5.6 million. This was infuenced 
by the gain on Meridian’s US dollar accounts, 
refecting the continued strength of the US dollar 
versus the Canadian dollar. 

Credit Card revenue grew by $0.9 million or 60.0% 
to $2.4 million driven by growth in the number of 
Meridian Visa cards our Members hold. Other 
non-interest income increased $1.5 million to $8.8 
million driven by end of term gains and other fee-
based income from the OneCap leasing business. 

The following table summarizes the composition 
of Meridian’s non-interest income: 

Non-Interest Income 

($ millions) 2019 2018 % Change 

Service fees 
Mutual fund revenue 
Loan servicing fees 
Insurance commissions 
Foreign exchange 
Dividend income 
Interac revenue 
Credit card revenue 
Other 

19.0 
21.8 
23.1 
9.0 
5.6 
1.8 
1.6 
2.4 
8.8 

17.3 
19.4 
21.3 
8.0 
5.3 
2.0 
1.7 
1.5 
7.3 

9.8% 
12.4% 
8.5% 

12.5% 
5.7% 

-10.0% 
-5.9% 
60.0% 
20.5% 

Total 93.1 83.8 11.1% 

Management's Discussion & Analysis 47 



2019 ANNUAL REPORT

 

 

 

 

 

 

 

 

 

 

2019 Financial Performance Review (continued) 

Non-Interest Expenses 

Non-interest expenses rose to $306.2 million 
in 2019, from $282.4 million in 2018. The 8.4% 
increase in expenses was mainly associated 
with activities that support Meridian’s strategic 
imperatives. Higher spending was related to 
the launch of motusbank, branch expansion, 
community investment and marketing to build 
brand awareness. 

Personnel expenses, which include all employee 
salaries, benefts and incentive compensation, 
accounted for 56% of the increase in expenses 
(13% decrease from 69% in 2018). Higher 
personnel expenses are largely attributable 
to incremental employees required to support 
the newly launched motusbank, our expanding 
network of branches, strong growth within 
our existing network of people and support 
of strategic initiatives. OneCap employees 
accounted for $11.4 million and motusbank 
employees accounted for $2.5 million in personnel 
expenses. Additional support is provided to 
our existing delivery network to ensure our 
Members receive a truly unique and personalized 
experience. 

General operating expenses increased 10.1% or 
$1.9 million. Increased community investment, 
consultant fees and travel expenses drive the 
increase. Occupancy costs decreased by $8.4 
million to $10.5 million due to the (IFRS) 16 Leases 
coming into efect January 1, 2019, which changed 
the way leases are reported. 2018 results have 
not been restated. The most signifcant change 
required the recognition of right-of-use assets 
and lease liabilities on the balance sheet for most 
leases, including previously classifed operating 
leases, where in the prior year only fnance leases 
were recognized on the balance sheet. On the 
income statement, depreciation now includes the 
right-of-use assets, where previously occupancy 
included the lease expenses. This is where you will 
see the large diference, between occupancy and 
depreciation. Please refer to the Consolidated 
Financial Statements for more information and 
impacts regarding the new Lease standard. 

Additionally, three new branches and two new 
Business Banking Centres were opened in 2019, 
which will increase occupancy once a full year’s 
cost is refected in 2020. 

Marketing expense increased by $2.0 million 
to $13.4 million. Of this amount, $1.8 million 
relates to motusbank, as there was heavy focus 
on marketing in its frst year of operations. 
Marketing expense includes our Community 
Investment budget, which is an investment in 
the development and administration of digital 
and local programs that bring life to Meridian’s 
longstanding Commitment to Communities. 
These programs build our brand by making a 
bold community impact while engaging and 
empowering our employees, Members and 
future Members. 

Transaction services increased $2.0 million to 
$17.3 million due to our increased Membership 
and Credit Card base. Depreciation increased 
$7.8 million to $19.2 million. This increase is due 
to IFRS 16 Leases that was discussed previously. 
This caused a change between occupancy and 
depreciation expenses. 

Software and hardware expenses increased by 
$2.7 million to $11.4 million. This increase is due 
to the launch of motusbank and our growing 
workforce, which require more software, 
hardware and associated maintenance costs 
to ensure we can deliver our unique and 
personalized experience consistently to our 
Members. 

Deposit insurance increased $2.1 million to $10.4 
million. This is driven by the increase in our 
deposits on our balance sheet. Amortization 
decreased $0.9 million to $7.2 million. This is due 
to decreased OneCap amortized broker and 
vendor relations, which have steadily decreased 
since we acquired OneCap in 2016. 
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2019 Financial Performance Review (continued) 

Meridian’s investment in strategic initiatives 
decreased 13.8% in 2019 to $4.0 million. The 
decrease is directly related to the reduction 
in spend compared to 2018 to prepare for 
the launch of motusbank and prudent cost 
management of other strategic initiatives. 
Investments continue to relate to projects that 
support Meridian’s strategic imperatives and 
enable us to achieve long-term sustainability. 

These initiatives include building three new 
branches (one of which was opened in January 
2019), motusbank launch costs, business banking 
technology enhancements, enhancement of our 
lending processes and technology, full redesign 
of our digital banking and public website, a new 
Human Resource system, and numerous product 
and service design projects supporting our 
strategic imperative of delivering a diferentiated 
Member experience. 

Non-Interest Expense 

($ millions) 2019 2018 % Change 

Salaries and benefts 182.3 168.9 7.9% 
• Salaries 129.8 118.6 9.4% 
• Benefts 32.5 28.7 13.2% 
• Variable incentive 20.0 21.6 -7.4% 

General 20.7 18.8 10.1% 
Occupancy 10.5 18.9 -44.4% 
Marketing 13.4 11.4 17.5% 
Transaction services 17.3 15.3 13.1% 
Depreciation 19.2 11.4 68.4% 
Software and hardware 11.4 8.7 31.0% 
Deposit insurance 10.4 8.3 25.3% 
Amortization 7.2 8.1 -11.1% 
Human resources 2.9 3.2 -9.4% 
Other expenses 10.9 9.4 16.0% 

Total 306.2 282.4 8.4% 
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Financial Conditions Review 

Balance Sheet Summary 

Total Assets ($ billions) 

2018 $17.9 

2019 $21.0 

Meridian’s total assets grew by 17.1% to $21.0 
billion in 2019, an increase of $3.1 billion over the 
previous year.  

The $3.1 billion increase in total assets was driven 
by growth in loans. This growth accounts for  
80% of the increase in total assets. Increase in 
liquid investments makes up the majority of the 
remaining increase in total assets. These are used 
as safeguards in the case of any external shock, 
so we would have ample reserve to help us 
through any challenges. 

Loans grew by 16.4% or $2.4 billion to $17.3 billion, 
with Residential mortgages accounting for 64.9% 
of this growth and Commercial loans accounting 
for 33.1%. 

Loans ($ billions) 

2018 

2019 

$14.9 

$17.3 

Residential mortgages increased by $1.6 billion 
or 17.8% over 2018. Growth was generated across 
all channels, including the branch network, 
digital lending platform, mobile mortgage 
specialists and mortgage brokers. In the face of  
heavy competition experienced in the market  
throughout 2019, Meridian was able to post  
market-leading rates, which was instrumental in 
growing Meridian’s Retail mortgage portfolio in 
2019. 

Deposits grew by 13.1% or $1.7 billion to $14.9 
billion in 2019. 

Deposits ($ billions) 

2018 

2019 

$13.1 

$14.9 

Competition for deposits among fnancial 
institutions continued throughout 2019. Despite 
this, Meridian experienced strong deposit growth. 
Growth in term deposits, both registered and 
unregistered, was the largest driver of deposit  
growth. There was a shift in deposit preference 
from demand accounts to term deposits as 
deposit rates started to rise. With many special 
term ofers such as our 18-month GIC at 2.55% 
and 1-Year Cashable GIC at 2.5%, our GIC 
balances grew signifcantly, with our unregistered 
term deposits increasing $944.7 million or 21.0% 
over 2018. Tax Free Savings Accounts (“TFSAs”) 
continued to perform well in 2019, with balances 
growing by $293.0 million. Our Registered 
Retirement and Income funds also performed 
well, increasing $245.9 million over 2018. 

Other than deposits, Meridian’s most signifcant  
change in liabilities was our mortgage 
securitizations, which grew by $573.4 million. The 
increase supported funding for Meridian’s strong 
lending activity in 2019. 
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Financial Conditions Review (continued) 

Wealth ($ billions) 

2018 $2.5 

2019 $3.0 

Meridian’s of-balance sheet assets consist of our 
wealth portfolio, which is comprised largely of 
mutual fund assets held by Members. 

Meridian’s wealth portfolio experienced strong 
growth in 2019, increasing $0.5 billion or 19.5% 
over 2018. $301.6 million or 62.2% of this growth 
is attributable to increased market value of 
Members’ investments. Although there were 
many global uncertainties, risk did not fully 
materialize and 2019 saw strong growth in 
the North American market. The remaining 
growth represents net sales of $183.2 million, an 
increase of $20 million over 2018. The increase is 
attributable to our growing sales force and back 
ofce efciencies identifed with growing and 
dedicated staf. 

Total Relationships ($ billions) 

2018 

2019 

$30.5 

$35.2 

Overall, the total Member relationships managed 
by Meridian, which includes lending, deposits 
and wealth, grew by 15.2% or $4.7 billion to $35.2 
billion in 2019. 

Growth was diversifed across business lines and 
product categories. Lending grew the fastest, 
a clear indicator that Members are taking 
advantage of Meridian’s market-leading ofers, 
helping them reach their fnancial dreams with 
a unique and personalized experience. This 
growth is allowing Meridian to extend our value 
proposition to a larger section of Canadians. 
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Financial Conditions Review (continued) 

Liquidity Review 

Managing liquidity and funding risk is critical to 
ensure the stability and soundness of Meridian, 
depositor confdence and earnings. Meridian’s 
policies and procedures ensure Meridian holds 
sufcient liquid assets on the balance sheet and 
has contingent funding capacity to meet fnancial 
commitments in times of stress. As of December 
31, 2019, Meridian’s liquid asset ratio was 9.9%, 
compared to 9.2% at the end of 2018, well above 
the minimum requirement established by the 
Board. 

Meridian maintains a prudent and disciplined 
approach to managing liquidity risk. Meridian 
targets a 90-day survival horizon under a 
combined Meridian-specifc and market-wide 
stress scenario, and maintains a minimum bufer 
over regulatory requirements prescribed by the 
Financial Services Regulatory Authority of Ontario 
(“FSRA”) Liquidity Guidelines. Under the Liquidity 
Guidelines, Ontario Credit Unions are required 
to maintain a Liquidity Coverage Ratio (LCR), 
which is the ratio of net cash outfows over a 
30-day period calculated using the prescribed 
liquidity stress scenario to high quality liquid 
assets held for liquidity, at a minimum of 100%. 
As of December 31, 2019, Meridian’s Liquidity 
Coverage Ratio was 165%, compared to 139% at 
the end of 2018. Meridian monitors and reports 
no less frequently than monthly our Liquidity Ratio 
to FSRA. 

As at December 31, 2019, the Credit Union’s 
liquidity ratio was 10.8% (2018 – 10.0%). 

Meridian’s funding strategy follows a sustainable 
growth approach in that the funding of organic 
lending growth is primarily accomplished 
through organic deposit growth. Meridian 
maintains a large and stable base of deposits 
that, along with our strong capital base, supports 
the maintenance of a sound liquidity position. 
Deposits include Retail and Commercial fxed 
rate deposits. 

Meridian regularly securitizes insured residential 
mortgages by issuing National Housing Act 
Mortgage-Backed Securities (“NHA MBS”) to 
enhance our liquidity position and diversify 
sources of funding. The Credit Union’s total NHA 
MBS issuance for 2019 was $1,107.3 million (2018 – 
$817.4 million), sold either to third party investors 
or to the Canada Mortgage and Housing 
Corporation-sponsored Canada Mortgage 
Bond Program. Meridian continues to maintain 
and investigate new, diverse funding sources in 
the event that access to securitization funding is 
limited or only available at signifcantly higher 
rates in the future. Diversifcation of external 
funding sources is an important aspect of the 
Credit Union’s overall risk management strategy. 
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Capital Management 
Overview 

Meridian is committed to a disciplined approach 
to capital management and to maintaining a 
strong capital base to support the risks associated 
with our business activities. Maintaining a strong 
capital position contributes to safety for our 
Members, promotes confdence in attracting 
new Members to Meridian, maintains strong 
returns to Meridian’s Class A Shareholders and 
allows Meridian to take advantage of growth 
opportunities. 

Meridian’s capital management philosophy is 
to remain adequately capitalized at all times 
and to maintain a prudent cushion of equity to 
ensure our on-going economic stability as well as 
fnance new growth opportunities. 

The principles and key elements of our capital 
management framework are outlined in the 
Board Capital Management Policy. This policy 
establishes and assigns the responsibilities 
related to capital, and sets forth both general 
and specifc policy guidelines related to capital 
management and the reporting mechanisms. 

The Audit and Finance Committee, which reports 
into the Board of Directors, provides ultimate 
oversight and approval of capital management, 
including the Capital Management Policy and 
Annual Capital Plan. Its members regularly 
review Meridian’s capital position and key 
capital management activities. The Executive 
Leadership Team provides senior management 
oversight of the capital management process, 
including review and discussion of signifcant 
capital policies, issues and action items. The Risk 
Committee has strategic oversight of the Capital 
Management Policy, while the Audit & Finance 
Committee monitors compliance with the policy. 

Managing and Monitoring Capital 

Meridian has a comprehensive risk management 
framework to ensure that the risks taken while 
conducting business activities are consistent 
with our risk appetite. In managing our 
capital position, close attention is paid to the 
cost and availability of the types of capital, 
desired leverage, changes in both assets and 
risk weighted assets, and the opportunities to 
proftably deploy capital. 

Capital levels are monitored monthly and 
compared to forecasted levels for both capital 
and risk weighted capital. Our monitoring and 
forecasting procedures track the expected growth 
rate in assets relative to earnings to determine 
if additional share capital is required. These 
projections also take full account of any future 
impact of changes in accounting standards. 
A detailed discussion of capital management 
is provided in the notes to the Consolidated 
Financial Statements. 
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Capital Management (continued) 

Capital Review 

Meridian’s regulatory capital ratios are strong 
and well exceed the requirements of the Credit 
Unions and Caisses Populaires Act, 1994 (the 
“Act”), which regulates Ontario Credit Unions 
and underlies Board policy requirements. These 
ratios underscore Meridian’s strength long-
term stability and commitment to a disciplined 
approach to capital management that balances 
the interests and requirements of both Members 
and regulators. 

Meridian’s capital adequacy ratio was 5.9% as of 
December 31, 2019, compared to 6.2% at the end 
of 2018 and in excess of the 4.0% stipulated in the 
Act. 

Meridian’s risk weighted capital adequacy ratio 
was 11.7% at the end of 2019, down from 12.1% at 
the end of 2018, and well in excess of the 8.0% 
stipulated in the Act. 

Meridian’s capital quality also exceeds regulatory 
minimum requirements. Provincial regulations 
require that at least 50% of a credit union’s capital 
base be comprised of primary or Tier 1 capital. 
In order to maintain an appropriate level of 
conservatism, our internal capital management 
philosophy is to keep our Tier 1 capital as a 
percentage of total capital greater than 60%. As 
of year-end, 86.8% of Meridian’s capital base 
consisted of Tier 1 capital, marginally lower by 
3.8% from 2018 due to Meridian raising $50MM 
in subordinated debt in the year, but still well in 
excess of internal and provincial minimums. The 
subordinated debt raise provides Meridian with 
more safeguards against external shocks and 
helps to improve our Capital ratios. 

Internal Capital Adequacy Assessment Process 

Meridian performs an Internal Capital Adequacy 
Assessment Process (“ICAAP”) and maintains 
a Stress Testing program, in line with FSRA 
requirements. Meridian performs an ICAAP for 
the purpose of setting internal capital targets 
and developing strategies to achieve them. The 
ICAAP builds on Meridian’s minimum regulatory 
capital requirements, using a comprehensive 
assessment of risks and consideration of relevant 
stress testing to determine minimum capital 
levels that are appropriate to support Meridian’s 
unique risk profle. The ICAAP is integrated with 
Meridian’s strategic and business planning 
function, operational departments and Enterprise 
Risk Management function. 
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Risk Management 
Efective risk management is critical to the 
attainment of Meridian’s strategic imperatives. 
Meridian has built a strong overall risk culture 
that empowers all employees to be engaged in 
the identifcation and management of risk within 
our risk appetite. The Board of Directors and all 
employees are responsible for ensuring that the 
risks to which Meridian is exposed are aligned to 
the Board-approved risk appetite. Meridian has 
established a risk appetite framework across the 
organization for Management and the Board of 
Directors to communicate, understand and assess 
the level of risk that they are willing to accept. 
A clear risk appetite enables Meridian to make 
better strategic and tactical decisions on a risk-
reward basis with consideration for our capacity 
to manage associated risks. 

Meridian uses Enterprise Risk Management 
(“ERM”) to fully consider risk in all decision-
making to ensure that risk exposures of Meridian 
are efectively and prudently managed. 
Meridian’s ERM framework complies with FSRA’s 
By-Law No. 5, Standards of Sound Business and 
Financial Practices, and gives consideration to 
guidance provided by other relevant regulatory 
bodies and industry best practices. 

Meridian maintains an ERM framework to 
identify, assess, respond to and monitor risk, 
including: 

1. Technology and tools that facilitate the 
efcient and convenient execution of our ERM 
processes; 

2. A risk register of the risks to which Meridian is 
exposed; 

3. Processes to identify, assess and monitor our 
risks; 

4. Processes to respond to risk exposures in 
excess of the Board-approved risk appetite; 
and 

5. A risk culture embodying the philosophy 
that risk management is the responsibility of 
everyone at Meridian, including the Board of 
Directors, Management and all employees. 

Meridian generally adheres to the Three Lines of 
Defence model of risk management such that: 

1. Business units within Meridian form the First 
Line of Defence, performing day-to-day risk 
management activities; 

2. Risk oversight functions form the Second 
Line of Defence, facilitating the frst line 
to efectively manage risk and providing 
independent, efective challenge to frst-line 
risk management actions; and 

3. Internal Audit Services forms the Third Line 
of Defence, providing independent, objective 
assurance. 

Meridian’s subsidiaries maintain similar ERM 
frameworks appropriate to their size and 
complexity and provide ongoing reporting to 
inform Meridian’s broader ERM processes. 

Meridian recognizes four broad types of risk: 
Strategic Risk, Operational Risk, Credit Risk and 
Financial Risk. There are numerous specifc risks, 
many of which are beyond Meridian’s direct 
control. Their impact can be difcult to predict 
and could cause our results to difer signifcantly 
from our plans, imperatives and estimates. 
Meridian considers it critical to regularly assess 
our operating environment and highlight top and 
emerging risks. Risks are identifed, discussed and 
actioned by members of the Senior Leadership 
Team and reported quarterly to the Management 
Risk Committee, the Risk Committee of the Board 
and the Board of Directors. Specifc plans to 
mitigate top and emerging risks are prepared, 
monitored and adjusted as required. 
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Risk Management (continued) 

Strategic Risk 

Strategic Risk is the risk that Meridian is unable to 
develop or implement appropriate business plans 
and strategies, efectively allocate resources, 
build or maintain a sustainable competitive 
advantage, or meet the ongoing needs and 
expectations of our Members. As described 
herein, Meridian considers a range of potential 
future situations in developing our strategies 
and develops plans that provide optimal 
outcomes. Over time, the key assumptions 
used to determine the strategies are monitored 
and may be adjusted appropriately. Meridian 
continuously evolves our business model to 
support our planned growth and maintain a 
culture of improving the fnancial well-being of 
our Members. 

Climate change risk is a strategic consideration 
given the potential long-term exposure of 
Meridian to the physical and transitional risks 
associated with ongoing climate change. 
Management has developed and provided to the 
Board an analysis identifying the exposure and 
potential impacts of climate change, including 
direct impacts to Meridian, impacts to our 
Members and implications to the organization’s 
strategic plans. Robust processes and a proactive 
risk aware culture help ensure that trends in 
climate-related risks are identifed and prioritized 
as appropriate on an ongoing basis. 

Operational Risk 

Operational Risk is the risk that Meridian’s 
processes, technology or people fail to deliver 
the required results. This can include responding 
to external events such as legal or regulatory 
actions. Meridian has a number of programs that 
manage specifc risks under the Operational Risk 
umbrella, including people-related risks, criminal 
risks (fraud, money laundering), physical and 
information security risks, business continuity risk, 
as well as outsourcer and vendor risks. Meridian 
maintains an Operational Risk Management 
Framework that integrates the various 
operational risk programs. Meridian efectively 
balances the risk we accept in our day-to-day 
operations while striving to enable business 
solutions that create Member value. 

Credit Risk 

Credit Risk is the risk of fnancial loss when a 
borrowing Member fails to meet their contractual 
obligations. Credit risk can be exacerbated by 
broad impacts to markets in which Meridian’s 
business is concentrated. Meridian’s lending 
philosophy is established by the Board of 
Directors through the Credit Risk Management 
Policy. The Credit Risk Management Policy 
provides direction to Management relative to 
operational credit policies, lending authorities, 
assessment and limits of specifc and aggregate 
credit risk, individual and industry sector 
concentration limits, as well as monitoring and 
reporting requirements. Meridian will extend 
credit to Members and businesses of strong 
character with a demonstrated willingness and 
ability to repay. A detailed discussion of the 
management of credit risk is provided in the 
Consolidated Financial Statements. 

Financial Risk 

Financial Risk is the risk that Meridian is unable 
to secure adequate, timely and reasonably 
priced funding or that key factors in fnancial 
markets change resulting in fnancial impacts to 
Meridian. These risks include changes to interest 
rates and foreign exchange rates, risks that 
Meridian’s pension is not adequately funded, 
and funding and liquidity risks. Liquid assets 
are a critical element of Meridian’s ongoing 
operations, both to manage short-term cash 
fows in normal operations and to fund the 
lending growth laid out in Meridian’s fnancial 
plans. Meridian’s strategy includes planned levels 
of both deposits and diverse external funding 
sources. Meridian updates funding requirement 
levels daily to ensure both funding diversifcation 
and adequate contingency lines. Meridian 
manages interest rate, liquidity and funding risks 
in line with its risk appetite and in support of its 
proftability objectives. A detailed discussion of 
the management of funding and liquidity risk is 
provided in the audited Consolidated Financial 
Statements. 
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2020 Outlook 
In December 2019, the Conference Board of 
Canada estimated 2020 GDP growth in the 
Canadian economy at 1.8%. This is slightly higher 
than 2019’s growth at 1.7%. 2021 is expected to 
increase over 2020 at 1.9%. 

The biggest fear for the Canadian economy has 
shifted from the possible risk of a global trade 
induced recession to a global slowdown and 
recession caused by the impacts of COVID-19. The 
Minister of Finance, Bill Morneau, has signalled 
that he expects the economic outlook for Canada 
to be negatively impacted by the coronavirus 
outbreak, with particular impact felt in the tourism 
sector and oil & gas sector. The virus has currently 
spread through over 121 countries and territories, 
with the growth of infections in Europe continuing 
to increase exponentially. These uncertainties 
have challenged policy makers and highlight 
the difcult decisions facing the Bank of Canada 
around interest rates and monetary policy, and 
the Minister of Finance around fscal policy. As a 
result, the Bank of Canada lowered its overnight 
rate 50 basis points in March with the market 
expectations of further rate cuts to quickly follow.  
This is a marked shift from the previous “neutral” 
view that was held at the end of 2019 and is 
in response to rapidly falling oil prices, which 
are retreating at the expectation of slowing 
global economic growth, as well as increased 
production from Saudi Arabia. 

Canadian consumer spending is expected to see 
modest growth in 2020. This is being driven by 
lowered borrowing costs and continued trends 
of lowered unemployment and job growth 
overall. The Bank of Canada has also noted a 
recovery in resale housing markets and a much-
anticipated rebound in energy sector investment, 
though some of this investment is challenged by 
government intervention and ongoing protests. 
These factors are expected to help the Canadian 
economy in 2020. 

In 2020, the housing market for both new and 
existing homes is anticipated to start to grow 
again. This is in response to employment 
and population growth, as well as now lower 
mortgage interest rates. These factors are 
expected to overcome the government policies 
(stress tests) designed to slow demand. 

With oil prices retreating at the expectation of 
slowing global economic growth, the Canadian 
dollar is at elevated risk of declining relative to its 
US counterpart. 

Looking specifcally at Ontario, and ignoring 
the potential impact to the local economy of 
COVID-19, real GDP is expected to increase 
to 1.8% in 2020 (1.6% for 2019) as business 
and consumer confdence is expected to 
improve. Strong employment growth in 2019 
(2.6%) is expected to dip to 1.5% in 2020 with 
manufacturing and primary resource sectors 
slowing down. Housing is going to remain 
supportive of the economy with rising population 
growth. Much of the growth is coming from 
international migrations as Ontario looks to 
get ahead of the aging population trend by 
welcoming more immigrants, especially skilled 
workers and economic migrants. 

Management's Discussion & Analysis 57 



2019 ANNUAL REPORT

 

  

 

 

  

 

 

 
 

  

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

  

 

  

 

 

2020 Outlook (continued) 

Meridian Initiatives 

While the expected impact of COVID-19 continues 
to rapidly evolve, Meridian is well positioned to 
withstand its impact. 

The following outlines some of the major 
initiatives planned for 2020: 

• Enhanced Sales and Service Experience: 
Meridian is looking to build on bringing a 
service that is second to none. We want to 
deliver a unique and personalized experience 
“where banking feels good.” We will be 
bringing that experience in a consistent 
manner through all channels: branch, 
commercial, digital, contact centre and 
mobile sales force. 

• Line of Business Diversifcation: 
We will continue to be diligent in investigating 
selective acquisitions and/or builds of new 
business lines to join the Meridian family. 
Meridian continues to leverage OneCap and 
seek opportunities where it enables proftable 
expansion into transformational business 
lines. OneCap, along with our launch of 
motusbank, are two large-scale strategic 
initiatives oriented towards diversifying our 
business model and bringing Meridian’s 
value proposition to a greater number of 
Canadians. 

• Branch & Commercial Banking Expansion: 
Meridian will continue to invest in new Retail 
and Commercial branches.  A new Business 
Banking Centre is planned to open in 2020 
(London). As these new locations grow their 
Members, they’re anticipated to contribute to 
Meridian’s sustainable proftability over time. 

• New Products: 
Meridian continues to strive to bring 
innovative and market-leading products to 
our Members to address unmet needs and 
diferentiate ourselves. In 2020, Meridian will 
strive to build upon our national footprint with 
unique product ofers for motusbank. To focus 
on the needs of our Members, we anticipate 
a constant focus on looking for opportunities 
to address these needs from a product and 
technology perspective. 

• Subordinated Notes Issuance: 
Meridian is issuing a total of $125 million 
in subordinated notes to Caisse de dépôt 
et placement du Québec in 2020 with $75 
million settled in February and a $50 million 
commitment to be settled no later than 
August. The debentures will further strengthen 
Meridian’s capital base and provide further 
safeguards against external shocks. 
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2020 Outlook (continued) 

Anticipated strong growth in relationships is 
expected to result in increased revenue. Pre-
tax earnings growth continues to help support 
investment in strategic initiatives and maintain 
a strong capital base. As motusbank enters into 
its second year of operations, it is expected to 
continue to extend Meridian’s value proposition 
through increased membership and relationship 
growth on a National level. Increasing volumes 
allows this start-up business to scale in to order to 
build a sustainable revenue base that leverages 
Meridian’s infrastructure, which ultimately 
supports the strategic growth of Meridian. A 
continued focus on structural cost optimization 
will help increase earnings, efciency ratios, 
and in turn, our ability to reinvest back into the 
business to help bring our value proposition to 
more Canadians. 

Meridian is strategically positioning the balance 
sheet in 2020 by holding higher levels of liquid 
assets, which will be supported by the continued 
expansion into new funding sources. The increase 
in liquidity protects Meridian’s balance sheet from 
potential market events while optimizing new 
funding sources as we capitalize on Meridian’s 
position in the Canadian fnancial system. 

Capital is essential to allow Meridian to continue 
to invest strategically to support our Members’ 
future needs. Management is committed to 
implementing strategies to maintain capital levels 
that are fnancially sound and will employ long-
term strategies to further strengthen Meridian’s 
capital base. The Ontario government has 
signalled that it will be introducing a modernized 
Credit Unions and Caisses Populaires Act in 
2020. This Act will include changes to our capital 
adequacy regulations, which are expected 
to be introduced later in 2020 or early 2021, 
governing the amount and type of capital credit 
unions, including Meridian, must maintain. We 
do not expect these changes to have a material 
impact on Meridian’s Capital Plan, but rather, we 
anticipate that the changes will further strengthen 
the regulatory capital of all credit unions and 
provide greater assurance of sector stability. 
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Meridian Corporate Addresses 

Corporate Ofces 

Corporate Head Ofce - St. Catharines 
75 Corporate Park Dr. 
St. Catharines, ON L2S 3W3 
905-988-1000 

Corporate Ofce - Toronto 
3280 Bloor St. W., Centre Tower, 7th foor 
Toronto, ON M8X 2X3 
416-597-4400 

Contact Centre 

531 Lake St. 
St. Catharines, ON L2N 4H6 
1-866-592-2226 
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