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SPARK THE ENEFRREDINIONIMITED
and
CONNECT FIRST CREDITTINION



INTRODUCTION

SPARK The Energy Credit Union Limited (SPARK) and Connect First Credit
Union Ltd. (Connect First) share a long and rich history of strengthening
communities in Alberta. Both credit unions have always been in the
business of “people helping people” by making our members’ financial
goals and dreams possible, being a catalyst for change in our respective
communities, and treating employees with respect, compassion and
fairness.

The Boards of SPARK and Connect First have determined that a merger of
their two credit unions will provide greater value for members than
remaining as two independent organizations.

The merged credit union, based on a series of collaborative principles,
would collectively create value for the current and future members of the
two credit unions. The credit union would benefit from a consolidated
balance sheet, shared costs, and member-focused service delivery.

PARTNERSHIP PRINCIPLES

The design of the merged credit union was developed using the following
principles of partnership:

1. A merger of SPARK and Connect First must generate tangible
benefits and be in the long-term best interests of the members of
both legacy credit unions.

2. A Collaborative Partnership Committee (CPC) including three
Directors from each credit union, accountable to their two Boards,
will lead in the development and oversight of the merger.

3. There will be representation on the Connect First Board from the
legacy SPARK Board.

4, Any issues or concerns related to the Concept Paper or Business
Case, by either Board, will be openly and transparently discussed by
the Committee to identify a mutually agreeable solution.

5. SPARK staff will each be offered a position with Connect First;
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however, some roles may change.

6. All current SPARK employees will not be required to move outside
of their current regions (Calgary or Fort Saskatchewan) to accept
an offered role.

7. Current compensation for SPARK staff will continue following the
merger with the goal of harmonization over time.

8. Employees who choose not to accept an offer will be treated fairly.

9. For at least the terms and conditions of the current leases, there will
be no changes to SPARK branches. In the longer term, all branches
will be assessed for ongoing relevance as is the current situation for
Connect First branches.

10. The executive leadership team of Connect First will continue in the
merged credit union.

11. The current strategy of Connect First will continue in the merged
credit union.

12. SPARK products will be thoroughly assessed to ensure that any
unique or special attributes are considered and maintained to the
extent possible. SPARK members currently using a no-fee chequing
product will be accommodated with a similar product.

A legacy will be created in the form of scholarships of an aggregate
minimum of $2,000 per year, for a minimum of three years, to support
education in the STEM (science, technology, engineering, and
mathematics) fields.

WHYAMALGWATE

SPARK and Connect First are operating in an economic environment that
presents persistent low interest rate pressure. This increasingly competitive
environment creates challenges for all credit unions as interest margins
continue to be compressed, reducing overall profitability for members. By
combining resources, SPARK and Connect First will be better prepared to
respond to continually evolving external trends, create ongoing value for
members, and be better able to leverage the opportunities, deliver the



services, and manage the risks that are present in this extremely
competitive operating environment.

Economi@iveas

Both credit unions have entered 2021 on the back of one of the most
significant and abrupt disruptions to economic growth in history. The
unprecedented COVID-19 pandemic led to a near-complete shuttering of
the Canadian economy in spring 2020, and a dramatic decrease in interest
rates. The economic repercussions will be long-lasting; the economic
headwinds remain, and pandemic conditions are expected to continue
impacting the health and wellness of members, employees, and
communities.

Alberta has been impacted particularly hard during the pandemic as the
contraction in economic growth led to a collapse in commodity prices,
doubling down on an already hurting industry. The province has sustained
significant job losses, and the provincial deficit is expected to reach $24
billion for 2020/2021, a level not seen since the 1980s.

Through the process of combining resources and more effectively deploying
the assets that are available, the merged credit union will realize efficiencies
and productivity enhancements above what each credit union could
generate if they remained independent.

Competitiverivers

Twenty years ago, credit union competition was restricted to chartered
banks, investment houses and finance companies. Today’s competitive
landscape includes all of these, plus international banks, digital banks (e.g.
Tangerine, Simplii), fintech organizations, non-traditional competitors (e.g.
Amazon) and other credit unions.

These competitors frequently use their economies of scale to fund large
investments in technology and distribution that SPARK cannot match

independently.

Both credit unions are faced with increasing competition that places



pressure on both profitability and growth. Some of the common challenges
that impact the credit unions include:

1 As competitors invest heavily in new technology and enhanced
service delivery, both credit unions will face the need to continually
increase investment in differentiating services to remain competitive.
The pace of technological change is increasing and requires a
significant adjustment in both back-end and member facing systems
to remain competitive.

9 Cost pressures for both credit unions will continue to increase with
this investment in technology and service delivery. As these costs
often come with long payback periods, managing the short-term
financial impact of this investment may prove difficult for smaller
credit unions.

These shared competitive pressures require significant investment to
address, and a merged credit union is better positioned to share these
costs over a larger and more diverse asset and membership base. By
combining resources, SPARK and Connect First will be better able to invest
in those solutions that will create and sustain value for all members.

Regulatofyrivers

SPARK and Connect First face many regulatory factors today that did not
exist a decade ago, and as such are facing increased capital and liquidity
requirements. Additionally, credit unions are also being driven to higher
levels of risk management oversight by regulators.

While these regulations reduce risk, they restrict revenue growth and
increase expenses. A merger allows the cost of compliance to be spread
over a larger base, reducing the cumulative resourcing and investment
required. By sharing the cost of compliance, the combined credit union will
have incrementally more resources.



BENEFITS

Together, SPARK and Connect First will support approximately 130,000
members in 44 different locations Alberta.
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MembeBenefis

Our members will benefit from a larger and more diverse credit union that
is able to offer a highly competitive range of products and services. Joining
Connect First will create economies of scale that will drive enhanced
profitability and the ability to invest in:

i Enhanced products & services;
1 Improved technology for members; including ||| Gl
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