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FIRST in Customer Service
For the ninth year in a row, an independent survey of Canadians ranked credit unions FIRST in overall quality of customer service among all
financial institutions.*
We ranked ahead of all other financial institutions in the following categories:
• Customer Service Excellence
• Values My Business
• Branch Service Excellence
Credit unions also tied for first in the following categories:
• Financial Planning & Advice
• Telephone Banking Excellence
* Ipsos 2013 Best Banking Awards are based on ongoing quarterly Customer Service Index (CSI) survey results. The sample source for CSI
is from the Ipsos Online Global Opinion Panel for Canada, using online data collection. Sample size for the total 2013 CSI program year
ended August 2013 was 45,875 completed surveys yielding 69,268 financial institution ratings. The sample is representative of the general
household population based on Statistics Canada census data.

Ron Silliker

John MacIsaac

James Ceretti

Harvey Wedge
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Our Mission
“Your Credit Union is dedicated to provide you with the most effective
financial services and wise financial guidance to empower you to make
the best decisions for your financial well being”

Board of Directors
Lori Gandy

David Olscamp

Larry MacKinnon

Scott Costain
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Staff
Sarah Millar General Manager
Shane MacKinnon Operations Manager
Linda Hardy Special Projects; Privacy Officer
Steve Boyd Commercial Accounts Manager
Garnet Gibson Commercial Accounts
Amanda Murphy Commercial Accounts
Sandra Reeves Consumer Loans
Keith Johnston Consumer Loans
Pete Peters Consumer Loans
Judy Winchester Loans Administration
Kelly Culleton Member Services
Debi Gallant Administrative Services
Tanya Bernard Administrative Services
Barb Murphy Financial Services
Laurie Hickey Assistant Office Supervisor
Margaret Ann Gallant Member Services

Sandra Hickey Financial Services
Janet Grady Financial Services
Debbie MacLean Office Supervisor
Nancy Clark Receptionist
Nick Clow Member Services
Dawn Coughlin Member Services
Ann Ellis Member Services
Mary Lou Profitt Member Services
John Smallwood Member Services
Deanna Walsh Member Services
Sally Paynter Member Services
Sandra Paynter Financial Services
Gloria Paynter Member Services
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President’s Report
As your President of Consolidated Credit Union Ltd., it is my
pleasure to present this report on behalf of your Board of
Directors on another great, great year at our Credit Union. This
can only and has been accomplished by a strong effort from
your Board of Directors, Sarah along with her management
team and all our employees and most important, because of
you our members. I have only been President through part of
this year, as our past President, Bill Martin resigned his position
to join another very important part of our Credit Union System,
CUDIC. Congratulations to Bill on this appointment, we all
know he will keep Consolidated Credit Union close to his heart.
The one word that we have adopted in our Credit Union
vocabulary again this past year has been the word “Change”.
At every level from the work we do with Atlantic Central,
through our relationship with other P.E.I. Credit Unions, at our
monthly board meetings, with our employees and sometimes
with you our membership, change is taking place. The
definition of change is this: “An act or process through which
something becomes different”. Often change can happen as
something very small or sometimes on a larger scale. Our goal
here at Consolidated Credit Union has always been to make sure
that any change will not have a huge effect on our members
and strive to become a better place to conduct business.
I am very pleased to report to you that your Board of Directors
have been busy this past year, holding our regular monthly
meetings, attending special meetings throughout the year,
increasing the level of education through the CUDA program
and taking a very strong interest in Atlantic Central by attending
their AGM in Halifax and the semi-annual meeting held recently
in St. John’s, Nfld. We have a great and efficient group of
people around our boardroom, where everyone’s opinion is
respected and valued.
I would like to thank a few people at this time that have worked
hard with us during this past year. To Richard Kenny and
staff of CUDIC for their continued support and guidance, to
Brian Cameron and staff of Arsenault, Best, Cameron and Ellis
for another great year end Auditor’s Report, to our General

Larry MacKinnon
President
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Manager Sarah, her management team and to all the staff that truly make us who we are and what we do
and at last, to my fellow board members, it has been my pleasure to work with each and every one of you
this past year. It is through your commitment and dedication that we can accomplish so much, yet have
fun while achieving our successes. Thank you to all of you.
As we begin another year, the future is bright, yet sometimes unpredictable. I along with the rest of
your Board of Directors continue to promise to you that everything that we do will be done in your best
interests and to promote the Consolidated Credit Union to be the only place to handle your financial
needs here in Summerside and Borden.
Congratulations to the recipients of the Scholarship Awards from Three Oakes and Kinkora High Schools
and also to this years Member of the Year Award. Each of you have deserved and earned this recognition.
Again thank you, have a great evening and enjoy the rest of our meeting.

Larry MacKinnon
President
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Manager’s Report
The financial services industry continues to evolve and credit unions
in Atlantic Canada, and in particular in Prince Edward Island, are not
immune to these changes. Banks and other non-traditional participants
continue to enhance competition by introducing new products and
services, working together to reduce costs and improving customer
experiences by being keenly aware of what their clients want and
providing it to them in a timely manner. Credit unions are no different.
Each day we compete in this space and now, more than ever, we do
so on price and technology. While the pride associated with being
a credit union member should never be underestimated, it is now
combined with the expectation that this membership does not come at
an expense. Members expect both market rates and modern channels
through which to conduct business.
Recent trends in Atlantic Canada demonstrate that membership
has declined in the last five years by 7.2% from 350,000 in 2008
to 325,000 in 2012. In addition to this, credit unions across the
country continue to deal with operating costs that are higher than our
competitors. While these trends are troubling, they can be reversed.
Within the credit union system, there is a great deal of conversation
around growth from within, youth, technology, and service channels.
With regards to growth from within, it is common to see members
who have only one or two products with their credit union. Given this,
there is immense opportunity for additional business from our current
membership. Attracting youth continues to be a priority as they will
become the next generation of credit union leaders. Their business,
however, is only earned if we can deliver on their expectations and
provide them with the products and services that fit their lifestyle.
Technology, which was once considered a priority for only a specific
segment of our members, is now being embraced by a wide range of
members given the convenience that technology affords. There is no
longer a typical technology user and now more than ever people are
looking for products and services that make their life easier. Service
delivery channels fit nicely with technology in that members will
welcome choice when it comes to how and when they will deal with
us. While traditional channels such as branches and ATMs are an
expectation, on-line and mobile banking are becoming a necessity.
While addressing these issues can seem like a daunting task, they
can be addressed by working together. Given that credit unions

Sarah Millar
General Manager
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face similar realities, they can use similar strategies to address them. This promotes an environment of
collaboration. Within our system there continues to be a great deal of discussion about how we can face
these concerns together. Atlantic Central has taken a leadership role by reviewing and communicating
options with credit unions. Our partners continue to invest in new technologies on our behalf and also
recognize the urgency of offering our members what they want. As well, in Prince Edward Island, we have
a strong history of working together and will continue to do so. An example of this is our new provincial
marketing group and the hiring of a Youth Ambassador for the Island.
With challenges comes opportunities, and while we recognize that there is a great deal of work to do,
we also acknowledge that change is not a new concept. Credit unions were founded out of the need for
change and have grown and prospered by recognizing what is needed and how to deliver it. This remains
as strong today as it has been in the past.

Sarah Millar
General Manager

2013 HIGHLIGHTS
Net income of $657,332
$145.8 Million total assets (increase of 3.92% from 2012)
$4.7 Million in equity (3.24% of assets)
$111.9 Million in loans and mortgages
$140.1 Million in member deposits
Approximately 8,600 members
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Investing in our Community
Consolidated Credit Union Ltd. is proud of its involvement in our communities and we strive to associate
ourselves with a number of worthwhile causes with the intent of positively impacting the lives of as many
people as possible. As you can see from the list below, Consolidated supports a number of organizations,
teams, groups and students throughout the year and recognizes the hard work and dedication that each
demonstrates towards the betterment of our communities.
Our commitment to youth is demonstrated by our seven $1,500 scholarships that we award annually and
the year-end fun days that we support at our local schools. Our commitment to sport, fair play and healthy
lifestyles is demonstrated by our support for minor hockey, swimming, curling, rugby and various other
sports. As well, Consolidated recognizes and supports those groups who demonstrate leadership in the
community. We are proud to be associated with groups such as the Lions, Kinsmen, Rotary, the Boys and
Girls Club and Camp Abby to name but a few. We recognize the countless hours their volunteers contribute
each year and offer our thanks for their continued efforts.
Consolidated Credit Union prides itself on being actively involved in the communities we serve. During the
past year we have had the privilege of being associated with the following worthwhile organizations:
Lights for Life

Kinsmen

Scales Pond

Holland College

Camp Abby

Greenfield Fun Day

Summerside Minor Hockey

Big Brothers Big Sisters

Amherst Cove Fun Day

Summerside Chamber of Commerce

PEI Under 18 Rugby

Kinkora Fun Day

Summerside Rotary

Summerside Lobster Carnival

Parkside Fun Day

Prince Edward Island Cooperative Council

Dolphin Swim Club

Elm Street Fun Day

Summerside Lions Club

Lacrosse PEI

Summerside Lions Club

South Shore Chamber of Commerce

TOSH Pumpkin Patrol

Heart and Stroke Foundation

South Shore Minor Hockey

Somerset Festival

Prince County Street Rod Association

Generation XX

Aviation Heritage PEI

Children’s Place

Credit Union Place

Basketball PEI

College of Piping

Somerset Steppers

Relay for Life
Prince County Hospital
Summerside Community Church
Special Olympics
Boys and Girls Club
Summerside Legion
TOSH Safe Grad
Crapaud Curling Club
PEI Women’s Institute
PEI Sports Hall of Fame
Crapaud Exhibition
Le Club Richelieu Evangeline
Junior Achievement
Salvation Army
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Education Report
On Thursday May 16th, at 2:30 pm a meeting of the Education/Scholarship Committee
was held in the CCU boardroom. Members in attendance were Linda Hardy, Barb Murphy,
Lori Gandy, David Olscamp and Ron Silliker.
Seven scholarships were awarded (2 to Kinkora Regional High School and 5 to Three Oaks
Senior High School).

Kinkora Regional High School Three Oakes High School
1.
2.

Jason Sobey
Harminder Kaur

1.
2.
3.
4.
5.

Alex DesRoches
Abigail McQuaid
Rebecca Gallant
Luke MacKinnon
Luca Stetson

I would like to congratulate the winners, and thank the committee members for all their
help.
Yours truly,

Ron Silliker
Education/Scholarship Chairperson
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October 30, 2013
Independent Auditor's Report
To the Members of
Consolidated Credit Union Ltd.
We have audited the accompanying financial statements of Consolidated Credit Union Ltd., which comprise
the statement of financial position as at September 30, 2013, and the statement of comprehensive income,
changes in members' equity and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Canadian generally accepted auditing standards. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a
basis for our opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Consolidated Credit Union Ltd. as at September 30, 2013, and the results of its operations and its cash flows
for the year then ended in accordance with International Financial Reporting Standards.

Chartered Accountants
(1)
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Consolidated Credit Union Ltd.
Statement of Financial Position
As at September 30, 2013

Consolidated Credit Union Ltd.
Statement of Financial Position
Assets
As at September 30, 2013

Cash and equivalents
Loans and mortgages (note 7)
Prepaid expenses and other (note 8)
Asset held for sale (note 7)
Property and equipment (note 9)
Assets
Investments (note 10)
Cash and equivalents
Loans and mortgages (note 7)
Prepaid expenses and other (note 8)
Asset
held for sale (note 7)
Liabilities
Property
and equipment
Member deposits
(notes (note
7 and 9)
11)
Investments
(note
10)
Accrued interest payable
Other liabilities
Income taxes payable

2013
$

2012
$

13,017,622
111,868,074
2013
258,780
166,627$
2,246,730
18,291,929
13,017,622
111,868,074
145,849,762
258,780
166,627
2,246,730
140,080,550
18,291,929
750,450

12,478,555
105,787,351
2012
308,006
-$
2,271,275
19,503,198
12,478,555
105,787,351
140,348,385
308,006
2,271,275
134,848,401
19,503,198
987,161

141,118,914
140,080,550
750,450
206,238
4,730,848
81,676

136,274,869
134,848,401
987,161
303,524
4,073,516
135,783

145,849,762
141,118,914

140,348,385
136,274,869

4,730,848

4,073,516

145,849,762

140,348,385

206,238
145,849,762
81,676

Liabilities

Member deposits (notes 7 and 11)
Accrued
interest
payable
Members'
Equity
Other liabilities
Undistributed
income
Income taxes payable

303,524
140,348,385
135,783

Members' Equity
Undistributed income

Approved by the Board of Directors
_____________________________ Director

_____________________________ Director
(2)

Approved by the Board of Directors
_____________________________ Director

_____________________________ Director
(2)
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Consolidated Credit Union Ltd.
Statement of Changes in Members' Equity
For the year ended September 30, 2013

Undistributed income - Beginning of year
Net earnings for the year

Undistributed income - End of year

(3)

2013
$

2012
$

4,073,516

2,800,027

657,332

1,273,489

4,730,848

4,073,516

CONSOLIDATED CREDIT UNION • 2013 ANNUAL REPORT

15

Consolidated Credit Union Ltd.
Statement of Comprehensive Income

For the year ended September 30, 2013

Revenue

Loan interest
Investment
CUCPEI dividend
Service fees
Commissions
Property rentals
Other income

Expenses

Staff (note 14)
Premises
Insurance
Office
Service fees
General
Cost of capital
Amortization

Operating earnings
Other

Share dividends

2013
$

2012
$

5,167,442
282,988
734,513
468,826
35,681
57,616

5,176,843
288,208
641,125
739,629
642,346
28,733
39,876

6,747,066

7,556,760

1,892,960
233,057
222,884
184,184
779,068
574,735
1,992,381
88,863

1,907,201
196,346
220,227
177,833
744,543
681,094
2,084,523
92,568

5,968,132

6,104,335

778,934

1,452,425

(46,024)

Provision for income taxes
Current (note 13)
Net earnings for the year

(4)

(43,153)

732,910

1,409,272

75,578

135,783

657,332

1,273,489
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Consolidated Credit Union Ltd.
Statement of Cash Flows

For the year ended September 30, 2013
2013
$

2012
$

657,332

1,273,489

88,863

92,568

746,195

1,366,057

Cash provided by (used in)
Operating activities

Net earnings for the year
Item not affecting cash
Amortization

Net change in non-cash working capital items
Increase in loans and mortgages
Decrease in prepaid expenses and other
Increase in assets held for resale
Decrease in accrued interest payable
Decrease in other liabilities
Increase (decrease) in income taxes payable

Financing activity

Increase in member deposits

Investing activities

Purchase of property and equipment
Decrease in investments

(6,080,723)
49,226
(166,627)
(236,711)
(97,286)
(54,107)

(3,266,030)
55,034
(52,760)
(1,545,513)
51,089

(5,840,033)

(3,392,123)

5,232,149

5,022,629

(64,318)
1,211,269

(13,126)
696,923

1,146,951

683,797

539,067

2,314,303

Cash and cash equivalents - Beginning of year

12,478,555

10,164,252

Cash and cash equivalents - End of year

13,017,622

12,478,555

5,421,592
2,229,092
43,153
135,783

5,415,802
2,137,283
641,125
40,521
84,694

Increase in cash and cash equivalents

Supplementary disclosure
Interest received
Interest paid
Dividends received
Dividends paid
Income taxes paid

(5)
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Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013

1

General information
Consolidated Credit Union Ltd. (the "Credit Union") is incorporated under the Prince Edward Island Credit
Unions Act. Its principal business activities include financial and banking services for credit union members.
The Credit Union's head office is located in Summerside, Prince Edward Island.

2

Basis of presentation
(a) Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”).
These financial statements have been approved for issue by the Board of Directors on October 30, 2013.
(b) Basis of measurement
These financial statements have been presented on the historical cost basis except for certain financial
instruments as indicated in note 3.
(c) Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the Credit Union’s functional
currency.
(d) Use of estimates and judgments
The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, revenue and
expenses during the period. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results could differ from those estimates. Estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimates are revised and in any future periods affected.
The judgments that have the most significant effect on the amounts recognized in the financial statements
are detailed in note 4.

(6)
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Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013

3

Summary of significant accounting policies
(a) Foreign currency translation
Transactions in foreign currencies are translated to the functional currency of the Credit Union at the
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are translated to the functional currency at the exchange rate at that date.
The foreign currency gain or loss on monetary items is the difference between cost in the functional
currency at the beginning of the period, and the cost in foreign currency translated at the exchange rate at
the end of the reporting period. Foreign currency differences arising on the translation are recognized in
the statement of comprehensive income.
(b) Financial instruments
i)

Recognition and measurement
Financial assets and financial liabilities are initially recognized at fair value and their subsequent
measurement is dependent on their classification as described below. The classification depends on
the purpose for which the financial instruments were acquired or issued. At initial recognition, the
Credit Union classifies its financial instruments as follows:


Financial assets at fair value through profit or loss ("FVTPL")
Financial assets at FVTPL through the statement of comprehensive income are financial assets
held for trading. A financial asset is classified in this category if acquired principally for the
purpose of selling in the short-term, if so designated by management or it is a derivative that is
not designated and effective is a hedging instrument.
Financial assets carried at fair value through the statement of comprehensive income are
initially recognized, and subsequently carried at fair value, with changes recognized in the
statement of comprehensive income. Transaction costs are expensed.
Assets in this category include cash and equivalents and investments in the liquidity reserve
deposit.



Held to maturity investments
Held to maturity investments are non-derivative assets with fixed or determinable payments and
fixed maturity that the Credit Union has the positive intent and ability to hold to maturity, and
which are not designated as FVTPL or as available for sale.

(7)
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Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013

Held to maturity investments are carried at amortized cost using the effective interest method.
A sale or reclassification of a more than insignificant amount of held to maturity investments
would result in the reclassification of all held to maturity investments as available for sale, and
would prevent the Credit Union from classifying investment securities as held to maturity for
the current and the following two financial years. However sales and reclassifications in any of
the following circumstances would not trigger a reclassification:


Sales or reclassifications that are so close to maturity that changes in the market rate of
interest would not have a significant effect on the financial asset’s fair value



Sales or reclassifications after the Credit Union has collected substantially all of the
asset’s original principal



Sales or reclassifications attributable to non-recurring isolated events beyond the Credit
Union’s control that could not have been reasonably anticipated.

Assets in this category include investments in term deposits.


Available for sale ("AFS")
Available for sale investments are non-derivatives that are either designated in this category or
not classified in any of the other categories. Available for sale investments are recognized
initially at fair value plus transactions costs, and are subsequently carried at fair value, other
than the Credit Union’s investment in certain shares as their fair value cannot be reliably
measured. Upon such time that their fair value can be reliably measured, the carrying amount
of these financial assets will be adjusted to fair value. Gains and losses arising from
remeasurement are recognized in other comprehensive income.
Dividends or distributions on available for sale investments are recognized in the statement of
comprehensive income as investment income, when the Credit Union’s right to receive
payment is established.
Assets in this category include investments in credit union and co-operative type shares.



Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Loans and receivables are recorded at fair value on
initial recognition and subsequently at amortized cost using the effective interest method.
Assets in this category include loans and mortgages.

(8)
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Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013


Other financial liabilities
Other financial liabilities are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortized cost using the effective interest method.
Liabilities in this category include member deposits, accrued interest payable and other
liabilities.

ii)

Impairment of financial assets
The Credit Union assesses, at each statement of financial position date, whether there is objective
evidence that a financial asset or group of financial assets is impaired. A financial asset or a group
of financial assets is impaired, and impairment losses are recorded, only if there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of
the asset (a “loss event”) and the loss event has an impact on the estimated future cash flows of the
financial asset or group of financial assets that can be reliably estimated.
Objective evidence that financial assets are impaired can include significant financial difficulty of
the borrower or issuer, default or delinquency by a borrower, restructuring of a loan or advance by
the Credit Union on non-market terms that the Credit Union would not otherwise consider,
indications that a borrower or issuer will enter bankruptcy, the disappearance of an active market for
a security, or other observable data relating to a group of assets such as conditions that correlate
with defaults in the group.


Financial assets classified as loans and receivables
For the purposes of individual evaluation of impairment, the amount of the impairment loss on
a loan or receivable is measured as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognized in the statement of comprehensive
income. The calculation of the carrying value reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is
probable.
For the purposes of a collective evaluation of impairment, financial assets are categorized on
the basis of similar credit risk characteristics. Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by being indicative of the
counterparties’ ability to pay all amounts due according to contractual terms of the assets being
evaluated. Future cash flows in a group of financial assets that are collectively evaluated for
impairment are estimated on the basis of historical loss experience for assets with credit risk
characteristics similar to those in the group.

(9)
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Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013

The Credit Union adjusts the inputs to its collective allowance methodology on an ongoing
basis, taking into account factors such as historical loss experience and adjusting for current
observable data that did not impact the period which the historical loss experience was based
on. Estimates of changes in future cash flows from groups of assets reflects and are
directionally consistent with changes in related observable data from period to period.
The methodology and assumptions used for estimating future cash flows are reviewed regularly
by the Credit Union to reduce any differences between loss estimates and actual loss
experience. When a loan is uncollectible, it is written off after all the necessary procedures
have been completed and the amount of loss has been determined. If, in a subsequent period,
the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment
loss is reversed by adjusting the allowance account. The amount of the reversal is recognized
in the statement of comprehensive income in provision for loan loss expense.
Loans that were past due and either subject to collective impairment assessment or are
individually significant and whose terms have been renegotiated are not longer considered to be
past due but are treated as new loans. In subsequent years, if the loan becomes past due, this
will be disclosed only if renegotiated again.


Assets classified as available for sale
At each statement of financial position date, the Credit Union assesses if there is objective
evidence that an AFS financial asset or a group of AFS financial assets may be impaired. A
significant or prolonged decline in the fair value of an AFS security below its costs is
considered objective evidence in determining whether the assets are impaired. If any such
evidence exists for AFS financial assets, the cumulative loss, measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognized in profit or loss, is reclassified from equity and
recognized in the statement of comprehensive income. Impairment losses recognized in the
statement of comprehensive income on equity instruments are not reversed.

(c) Cash and equivalents
Cash and equivalents include cash on hand, deposits held with banks, and other short-term highly liquid
investments with original maturities of three months or less.
(d) Asset held for resale
In certain circumstances, the Credit Union may take possession of property held as collateral as a result
of foreclosure on loans that are in default. Foreclosed properties are classified as assets held for sale and
are measured at the lower of the carrying amount and the fair value less costs to sell.

(10)
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Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013

(e) Property and equipment
Furniture, equipment and computer and pavement are stated at cost less accumulated amortization. Land
and buildings were stated at fair value on October 1, 2010 which subsequently became the cost basis (see
note 4). Cost includes expenditures that are directly attributable to the acquisition of the asset.
Subsequent expenditures are included in the asset’s carrying amount or are recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Credit Union and the cost can be measured reliably. Repairs and maintenance costs are
charged to expenses during the financial period in which they are incurred.
Land is not depreciated. Building depreciation is calculated on a straight-line method over 40 years. All
other property and equipment is amortized using the declining balance method at the following annual
rates:
Furniture and equipment
Computers
Pavement

20%
30%
8%

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount. The recoverable amount is the higher of the
asset’s fair value less costs to sell and value in use. No property and equipment were identified as
impaired as at September 30, 2013.
Gains and losses on disposals of property and equipment are determined by comparing the proceeds to
the net book value of the asset and are presented as a gain or loss on disposal in the statement of
comprehensive income.
(f) Revenue recognition
i)

Loan interest
Interest on loans and mortgages is recognized on an amortized cost basis using the effective interest
rate method. The effective rate is the rate that exactly discounts estimated future cash payments
through the expected life of the loan and mortgage to the net carrying amount of the loan and
mortgage. When estimating the future cash flows the credit union considers all contractual terms of
the loan and mortgage excluding any future credit losses. The calculation includes all fees and costs
paid or received between parties to the contract that are an integral part of the effective interest rate,
transaction costs and all other premium or discounts. Mortgage prepayment fees are recognized in
income when received, unless they relate to a minor modification to the terms of the mortgage, in
which case the fees are recognized over the expected remaining term of the original mortgage using
the effective interest rate method. All interest is recognized on an accrual basis.

ii)

Investment and other income
Investment and other income is recognized as revenue on an accrual basis.

(11)
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iii) Service fees
Service fees are recognized on an accrual basis in accordance with the service agreement.
iv) Commissions
Commissions income is recognized when the event creating the commission takes place.
v)

Property rentals
Property rental income is recognized in the month the rent is earned.

(g) Income taxes
Income tax expense comprises current and deferred tax. Income tax is recognized in the statement of
comprehensive income except to the extent that it relates to items recognized directly to equity.
i)

Current income tax
Current income tax is the expected tax payable or receivable on the taxable income or loss for the
year, using the tax rates enacted or substantively enacted at the reporting date, and any adjustment to
taxes payable in respect of previous years.

ii)

Deferred income tax
Deferred income tax is recognized in respect to temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred income tax is measured at the tax rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that have been enacted or substantively enacted by
the reporting date.
A deferred income tax asset is recognized for unused tax losses, tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be available
against which they can be utilized. Deferred income tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realized.

(h) Related parties
A related party is a person or an entity that is related to the Credit Union.
A person or a close member of that person’s family is related to the Credit Union if that person:
i)

Has control or joint control over the Credit Union, with the power to govern the Credit Union’s
financial and operating policies;

ii)

Has significant influence over the Credit Union, participating in financial and operating policy
decisions, but not control over these policies; or
(12)
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iii) Is a member of the key management personnel of the Credit Union. Key management personnel,
consistent with the definition under IAS 24, Related Party Disclosures, are persons having authority
and responsibility for planning, directing and controlling the activities of the Credit Union, directly
or indirectly, including any director of the Credit Union.
(i)

Standards issued but not yet effective
As at September 30, 2013, a number of standards and interpretations, and amendments thereto, had been
issued by the IASB, which are not effective for these financial statements. These changes are not
excepted to a have a material impact on the financial statements.

(j) Capital disclosures
The Credit Union considers its capital to be its members' equity. The Credit Union's objectives when
managing its capital are to safeguard its ability to continue as a going concern in order to provide
services to its members. Capital is under the direction of the Board with the objective of minimizing risk
and ensuring adequate liquid investments are on hand to meet the Credit Union's national standards.

4

Critical accounting estimates and judgments
The Credit Union makes estimates and assumptions concerning the future that will, by definition, seldom
equal actual results. These estimates and judgments have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities in the period the assumptions changed. The principal areas
involving a higher degree of judgment or complexity and/or area which require significant estimates are
described below:
(a) Fair value of land and building
On October 1, 2010, the Credit Union increased the carrying value of land and building by $212,112.
The fair value of the property and equipment was determined by an independent third party appraisal.
(b) Provision for loan losses
The Credit Union regularly reviews its loan portfolio to assess for impairment. In determining whether
an impairment loss should be recorded in the statement of comprehensive income, the Credit Union
makes judgments as to whether there is any observable data indicating an impairment trigger followed by
a measurable decrease in the estimated future cash flows from a portfolio of loans. This evidence may
include observable data indicating that there has been an adverse change in the payment status of
members in a group. Management uses estimates based on historical loss experience for assets with
credit risk characteristics and objective evidence of impairment similar to those in the portfolio when
scheduling its future cash flows.

(13)
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(c) Estimated useful lives of property and equipment
Management estimates the useful lives of property and equipment based on the period during which
assets are expected to be available for use. The amounts and timing of recorded amortization expense of
property and equipment for any period are affected by these estimated useful lives. The estimates are
reviewed at least annually and are updated if expectations change as a result of physical wear and tear
and legal and other limits to use. It is possible that changes in these factors may cause changes in the
estimated useful lives of the Credit Union’s property and equipment in the future.
(d) Fair value of financial instruments
The fair values of financial instruments where no active market exists or where quoted prices are not
otherwise available are determined by using specific valuation techniques. In these cases, the fair values
are estimated from observable data in respect of similar financial instruments. Where valuation
techniques are used to determine fair values, they are validated and periodically reviewed by
management. To the extent practical, models use only observable data.
For investments in co-operatives and credit unions, consideration was given as to whether or not par
value was equal to redemption value and whether the co-operative or credit union had the right to redeem
those shares at their discretion. To the extent that the redemption value of those shares is equal to their
par value, then these shares will also be designated as AFS at fair value with fair value equal to (or in the
case of potential impairment, less than) par value. In certain cases, the fair value of co-operative or credit
union investments exceeds par value when applying a discounted cash flow method of valuation and
using market rates of return for similar investments available in public markets. Despite fair value
exceeding par value, these investments are reported at par value on the basis that they are not liquid
investments and have a limited number of potential purchasers. Where fair value cannot be reliably
measured, those investments are recorded at cost.
(e) Income taxes
The actual amounts of income tax expense only become final upon filing and acceptance of the tax return
by relevant authorities which occur subsequent to the issuance of the financial statements. Estimation of
income taxes include evaluating the recoverability of deferred tax assets based on an assessment of the
ability to use the underlying future tax deductions, before they expire, against future taxable income.
The assessment is based upon enacted tax acts and estimates of future taxable income. To the extent
estimates differ from the final tax provision, earnings would be affected in a subsequent period.

5

Risk management
The Credit Union’s principal business activities result in a statement of financial position that consists
primarily of financial instruments. The principal financial risks that arise from transacting financial
instruments include credit, liquidity, market, interest rate and operational risk. Authority for all risk-taking
activities rests with the Board of Directors (the "Board"), which approves risk management policies, delegates
limits and regularly reviews management’s risk assessments and compliance with approved policies.
Qualified professionals throughout the Credit Union manage these risks through comprehensive and
integrated control processes and models, including regular review and assessment of risk measurement and
reporting processes.
(14)
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(a) Credit risk
Credit risk is the risk of financial loss to the Credit Union if a member or counterparty of a financial
instrument fails to meet its contractual obligations. Credit risk arises primarily from the Credit Union’s
commercial and consumer loans and advances, and loan commitments arising from such lending
activities.
Credit risk is the single largest risk for the Credit Union’s business; management therefore carefully
manages its exposure to credit risk. Oversight for the credit risk management and control is done by
management who reports to the Board.
The Credit Union’s maximum exposure to credit risk at the balance sheet date in relation to each class of
recognized financial assets is the carrying amount of those assets indicated in the statement of financial
position. The maximum credit exposure does not take into account the value of any collateral or other
security held, in the event other entities or parties fail to perform their obligations under the financial
instruments in question. The principal collateral and other credit enhancements the credit union holds as
security for loans include (i) insurance and mortgages over residential lots and properties, (ii) recourse to
business assets such as an assignment of real estate, equipment, inventory and accounts receivable, and
(iii) recourse to liquid assets, guarantees and securities. The value of collateral held against individual
exposures is generally only assessed at the time of borrowing and when a specific review of that
exposure is undertaken in accordance with policy.
The Credit Union’s maximum exposure to credit risk at the reporting date was:

Cash and equivalents
Loans and mortgages
Investments

2013
$

2012
$

13,017,622
111,868,074
18,291,929

12,478,555
105,787,351
19,503,198

143,177,625

137,769,104

Cash and equivalents and investments have low credit risk exposure as these assets are high quality
investments with low risk counterparties. For the loan portfolio, the Credit Union’s underwriting
methodologies and risk modelling is customer based rather than product based. The Credit Union
reviews the member’s capacity to repay the loan rather than relying exclusively on collateral, although it
is an important component in establishing risk.
(b) Liquidity risk
Liquidity risk is the risk that the Credit Union will encounter difficulty in meeting obligations associated
with financial liabilities as they come due. Liquidity risk is inherent in any financial institution and
could result from entity level circumstances and/or market events.
The Credit Union’s approach to managing liquidity is to ensure that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Credit Union’s reputation.
(15)
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Exposure to liquidity risk:
The key measure used by the Credit Union for managing liquidity risk is the ratio of liquid assets to
deposits. For this purpose, liquid assets may comprise of the following:
2013
$
13,017,622

Cash and equivalents

2012
$
12,478,555

The Credit Union is required to maintain 6% of the prior quarter’s assets in liquid investments of which
100% must be held by Atlantic Central. The Credit Union was in compliance with this requirement at
September 30, 2013.
Cash flows payable under financial liabilities by remaining contractual maturities are as follows:

Under 1
year
$
Member deposits
Share accounts
Accrued interest payable
Other liabilities
Income taxes payable

Over 1 to
5 years
$

September 30,
2013
Total
$

85,556,292
11,008,610
750,450
206,238
81,676

43,515,648
-

-

129,071,940
11,008,610
750,450
206,238
81,676

97,603,266

43,515,648

-

141,118,914

Under 1
year
$
Member deposits
Share accounts
Accrued interest payable
Other liabilities
Income taxes payable

Over
5 years
$

Over 1 to
5 years
$

Over
5 years
$

September 30,
2012
Total
$

93,728,880
12,295,158
987,161
303,524
135,783

28,824,363
-

-

122,553,243
12,295,158
987,161
303,524
135,783

107,450,506

28,824,363

-

136,274,869

The Credit Union expects that many members will not request repayment on the earliest date the Credit
Union could be required to pay.
(16)
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(c) Market risk
Market risk is the risk of exposure to changes to financial prices affecting the value of positions held by
the Credit Union as part of its normal trading activities. As the Credit Union does not deal in foreign
exchange contracts or commodities, market risk consists solely of interest rate risk. The objective of
market rate risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return on risk.
(d) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. For the Credit Union, mismatches in the balances of assets,
liabilities and off-balance sheet financial instruments that mature and reprice in varying reporting periods
generate interest rate risk. These mismatches will arise through the ordinary course of business as the
Credit Union manages member portfolios of loans and deposits with changing term preferences and
through the strategic positioning of the credit union to enhance profitability.
The following table provides the potential before-tax impact of an immediate and sustained 1% increase
or decrease in interest rates on net interest income, assuming no further hedging is undertaken. These
measures are based on assumptions made by management. All interest rate risk measures are based upon
interest rate exposures at a specific time and continuously change as a result of business activities and the
Credit Union’s management initiatives.

Before tax impact of
1% increase in interest rates
1% decrease in interest rates

Net interest
income
change
2013
$

Net interest
income
change
2012
$

197,100
(194,500)

196,400
(195,400)

(e) Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Credit Union’s processes, personnel, technology and infrastructure, and from external factors other
than credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour.
The Credit Union’s objective is to manage operational risk so as to balance the avoidance of financial
losses and damage to the Credit Union’s reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity. The primary responsibility for the development and
implementation of controls to address operational risk is assigned to senior management.

(17)
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(f) Capital management
The primary objective of the Credit Union's capital management is to ensure that it maintains a healthy
financial position in order to support its business. The Credit Union manages its capital structure and
makes changes to it in light of changes in economic conditions.
The Credit Union has agreed to maintain an equity level equal to 5% of the total assets.
In accordance with the recommendations of the Canadian Institute of Chartered Accountants related to
the financial statement presentation of financial instruments, the ownership shares are presented in the
balance sheet as financial liabilities. At September 30, 2013, the equity level for regulatory purposes is
as follows:
2013
2012
$
$
Ownership shares (note 12)
Members' equity

37,535
4,730,848

41,870
4,073,516

Total regulatory equity

4,768,383

4,115,386

145,849,762

140,348,385

Total assets
Equity level

3.27%
#

2.93%
2013
$

Opening, October 1
Issued
Redeemed

8,374
22
(889)

41,870
110
(4,445)

Closing, September 30

7,507

37,535

(18)
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6

Financial instruments
Fair values versus carrying amounts
The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of
financial position, are as follows:
September 30, 2013
Carrying
amount
$
Assets carried at fair value
Financial assets held for trading Cash and equivalents
Liquidity reserve deposit
(note 10)

Fair
value
$

September 30, 2012
Carrying
amount
$

Fair
value
$

13,017,622

13,017,622

12,478,555

12,478,555

8,781,913

8,781,913

8,116,293

8,116,293

21,799,535

21,799,535

20,594,848

20,594,848

111,868,074

111,868,074

105,787,351

105,787,351

7,620,656

7,620,656

9,514,824

9,514,824

1,889,360

1,889,360

1,872,081

1,872,081

121,378,090

121,378,090

117,174,256

117,174,256

Liabilities carried at amortized cost
Member deposits
140,080,550
Accrued interest payable
750,450
Other liabilities
206,238
Income taxes payable
81,676

140,080,550
750,450
206,238
81,676

134,848,401
987,161
303,524
135,783

134,848,401
987,161
303,524
135,783

141,118,914

141,118,914

136,274,869

136,274,869

Assets carried at amortized cost
Loans and mortgages
Investments - held to maturity
(note 10)
Investments - available for sale
(note 10)

The fair value of financial assets held for trading is determined by their quoted market value at the reporting
date.

(19)
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7

Loans and mortgages
(a) Summary

2012

Impaired
Loans
$
(included
in total)

Specific
Provision
$

Net
$

Net
$

19,148,018
10,105,441
43,162,634
30,470,686
8,871,735
537,500
204,477

116,301
323,885
640,156
-

27,839
96,474
508,104
-

19,120,179
10,008,967
43,162,634
30,470,686
8,363,631
537,500
204,477

18,324,621
9,307,292
37,395,099
26,372,164
13,461,516
706,183
220,476

112,500,491

1,080,342

632,417

111,868,074

105,787,351

Total
$

Personal
Business
Mortgage - personal
Mortgage - business
Lines of credit and overdrafts
Student loans
Accrued loan interest

2013

Mortgages and loans
Mortgages are secured by realty mortgages with interest rates of 2.5% - 11% (2012 - 2.5% - 10.19%).
Loans are priced at market rates unless circumstances warrant special considerations. The interest rates
range from 2.5% - 18% (2012 - 2.5% - 18%) on personal and business loans, 0.00% - 24% (2012 - 0.00%
- 18%) on line of credits and overdrafts and 0.00% - 12.5% (2012 - 0.00% - 12.5%) on student loans.
The loans are secured by an assignment of specific call deposits and share capital of the borrower and
other specific assigned securities.
The Credit Union's prime lending rate
The Credit Union's prime lending rate is set by the Board based on the prime interest rate of chartered
banks in Canada. The rate as at September 30, 2013 was 3.00% (2012 - 3.00%).
(b) Continuity of allowance for impaired loans

$

Balance - Beginning of year

847,960

Amounts written off during the year
Recoveries of loans previously written off

(220,586)
5,043

Balance - End of year

632,417

(20)
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(c) Members' loans past due but not impaired
A loan is considered past due when a counterparty has not made a payment by the contractual due date.
The following table presents the carrying value of loans that are past due but not classified as impaired:
$
September 30, 2013
September 30, 2012

722,421
1,534,551

(d) Foreclosed properties
During the year, the Credit Union foreclosed on a mortgage totaling $159,224 (2012 - nil). Expenses
related to the upkeep of the foreclosed property have been added to the cost of the property, and it is
management's expectation that the foreclosed property will be sold in the near future. At September 30,
2013, the Credit Union has $166,627 in a foreclosed property that is classified as an asset held for sale in
the statement of financial position.

8

Prepaid expenses and other

Prepaid expenses and other
Accrued investment interest receivable

(21)

2013
$

2012
$

192,769
66,011

178,819
129,187

258,780

308,006
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9

Property and equipment

Land
$

Buildings
$

Furniture,
equipment
and computer
$

Pavement
$

Total
$

Recorded amount
Balance - September 30,
2012
Additions

572,000
-

1,576,000
-

380,910
64,318

97,679
-

2,626,589
64,318

Balance - September 30,
2013

572,000

1,576,000

445,228

97,679

2,690,907

Balance - September 30,
2012
Current year amortization

-

78,800
39,400

209,588
47,003

66,926
2,460

355,314
88,863

Balance - September 30,
2013

-

118,200

256,591

69,386

444,177

572,000
572,000

1,497,200
1,457,800

171,322
188,637

30,753
28,293

2,271,275
2,246,730

Accumulated amortization

Carrying value
September 30, 2012
September 30, 2013

10 Investments

2013
$

2012
$

Financial assets
Fair value through profit or loss:
Liquidity reserve deposit

8,781,913

8,116,293

Held to maturity:
Term deposits

7,620,656

9,514,824

Available for sale:
Atlantic Central shares
League Savings & Mortgage shares
League Data shares
Co-operative membership

1,791,950
22,680
71,730
3,000

1,777,940
19,411
71,730
3,000

18,291,929

19,503,198

Total investments

(22)
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Liquidity reserve deposit
In order to meet the Credit Union national standards, the Credit Union is required to maintain on deposit in
Atlantic Central an amount equal to 6% of the prior quarter's assets (note 5b). The deposit bears interest at a
variable rate.
Term deposits
Term deposits are invested with the League Savings & Mortgage Company and Atlantic Central, and are
carried at cost which approximates fair value. These term deposits have the following maturity dates and
rates of return:
Amount
$
2,316,223
1,169,043
2,135,390
2,000,000
Total

Rate of
Return
2.00%
2.99%
1.85%
1.70%

Maturity
August 8, 2014
July 16, 2014
August 13, 2014
May 25, 2015

7,620,656

Available for sale
No market exists for the available for sale shares except that they may be surrendered on withdrawal from
membership for proceeds equal to the paid-in value.

11 Member deposits

Ownership shares and share accounts (note 12)
Savings and Plan 24
Chequing accounts
Term deposits
RRSP and RRIF

2013
$

2012
$

11,008,610
9,664,967
34,096,716
42,689,544
42,620,713

12,295,158
7,974,165
30,817,599
41,449,794
42,311,685

140,080,550

134,848,401

Ownership share and share accounts include the $5 membership share plus individual members' deposits.
Ownership share and share accounts pay members a dividend return at the discretion of the Board. Privileges
of the shares are under the authority of the Board. The member dividend rate declared and paid for 2013 was
0.5% (2012 - 0.5%) based on the average minimum monthly share balance throughout the year.

(23)
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Savings and Plan 24 are deposits on a call basis that pay holders a variable interest rate ranging from 0.00% 4.10% (2012 - 0.00% - 4.10%) and 0.00% - 0.50% (2012 - 0.00% - 0.50%), respectively.
Chequing accounts are held on a call basis and pay the account holders interest at the Credit Union's stated
rates, 0.00% - 2.0% (2012 - 0.00% - 2.0%).
Term deposits are for periods of one to five years generally may not be withdrawn prior to maturity, without
penalty. Term deposits for periods less than one year may be withdrawn after 30 days, subject to an interest
reduction.
Withdrawal privileges on all member deposit accounts are subject to the overriding right of the Board to
impose a waiting period.
Fixed term deposits bear interest at various rates ranging from 0.00% - 5.0% (2012 - 0.00% to 5.0%) and
extend for a term of up to five years.
RRSP and RRIF
Concentra Financial is the Trustee for the registered savings plans offered to owners. Under an agreement
with the trust company, members' contributions to the plans, as well as income earned on them, are deposited
in the credit union. On withdrawal, payment of the plan proceeds is made to the members, or the parties
designed by them, by the credit union, on behalf of the trust company. RRSP and RRIF term deposits bear
interest at various rates ranging from 0.00% - 5.0% (2012 - 0.00% to 5.6%).

12 Share accounts
An unlimited number of membership shares are available for issuance, with a par value of $5 each. These
shares are non-transferable, redeemable by the Credit Union, retractable by shareholders subject to the Credit
Union's right to suspend redemption, if the redemption would impair the financial stability of the Credit
Union, for a period of up to twelve months by Board resolution and indefinitely by Board resolution with the
approval of the Credit Union Deposit Insurance Corporation. Dividends on membership shares are payable at
the discretion of the Board.

(24)
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13 Income taxes
Tax rate reconciliation
2013
$

2012
$

Income before income taxes

732,910

1,409,272

Taxes at statutory rates - 31.00% (2012 - 31.38%)
Impact of the 17.245% (2012 - 19%) small
business deduction and additional deduction
for credit unions
Permanent differences and other

227,202

442,230

(86,225)
(65,399)

(362,091)
55,644

75,578

135,783

14 Pension plan
The Credit Union provides employees with a voluntary defined contribution pension plan in which the Credit
Union matches employee contributions to the plan, within specified limits. During the year, the Credit Union
expensed $83,896 (2012 - $83,843) in contributions to the plan. This expense is included with staff expenses
on the Statement of Comprehensive Income.

15 Related party transactions
The Credit Union provides financial services to members. These members hold the loans and mortgages and
member deposits and therefore the interest income and interest expense are transacted in the ordinary course
of business with these members.

16 Composition of key management
Key management includes the Board of Directors, general manger, operations manager, commercial credit
manager, front office manager, consumer credit manager and compliance officer. Compensation awarded to
key management included:
(a) Key management, excluding directors

Salaries and short-term employee benefits

(25)

2013
$

2012
$

565,292

541,539
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(b) Directors' remuneration

Honorariums
Payment for expenses while on credit union business

2013
$

2012
$

19,300
1,746

20,300
5,730

2013
$

2012
$

(c) Loans to directors and key management personnel

Loans outstanding - Beginning of year
Loans issued during the year
Loan repayments during the year
Net increase (decrease) in line of credits
Loan increase on change in key management and directors

2,703,381
127,658
(556,104)
(71,537)
1,404,054

3,203,345
594,388
(816,915)
(277,437)
-

Loans outstanding - End of year

3,607,452

2,703,381

191,841

197,942

Interest income earned

The loans issued to directors and key management personnel and close family members during the year
of $127,658 (2012 - $594,388) are repayable over 0 - 5 years and have interest rates ranging from 2.5%
to 6.0% (2012 - 2.5% to 6.0%).

(26)

CONSOLIDATED CREDIT UNION • 2013 ANNUAL REPORT

38

Consolidated Credit Union Ltd.
Notes to Financial Statements
September 30, 2013

17 Interest rate sensitivity
The following table sets out assets and liabilities on the earlier of contractual maturity or repricing date. Use
of the table to derive information about the company's interest rate risk position is limited by the fact that
certain borrowers may choose to terminate their financial instruments at a date earlier than contractual
maturity or repricing dates. For example, notes receivable are shown at contractual maturity but certain notes
could prepay earlier.

Assets
Cash
Short-term deposits
Effective interest rate
Investments
Effective interest rate
Loans and mortgages
Effective interest rate
Reserve on loan portfolio
Accrued loan interest receivable
Prepaid expenses and other assets
Asset held for sale
Property and equipment
Total assets

Under
1 year
$
11,093,300
0.83%
16,291,929
1.32%
80,016,814
4.84%
(132,417)
107,269,626

Over 1 to
5 years
$
-

Over
5 years
$

Not interest
rate sensitive
$

2013
Total
$

-

1,924,322
-

1,924,322
11,093,300

-

-

18,291,929

-

112,296,014

2,000,000
1.70%
31,186,300
4.64%
(500,000)
-

1,092,900
5.34%
-

204,477
258,780
166,627
2,246,730

32,686,300

1,092,900

4,800,936

145,849,762

-

-

23,598,164

34,093,774

-

-

-

13,723,883

-

-

-

11,008,610

(632,417)
204,477
258,780
166,627
2,246,730

Liabilities and surplus
Member deposits
Effective interest rate
Call deposits
Effective interest rate
Share capital
Effective interest rate
Term deposits
Effective interest rate
Accrued interest payable
Other liabilities
Income taxes payable
Undistributed earnings

10,495,610
0.965%
13,723,883
0.70%
11,008,610
0.50%
37,738,635
1.539%
-

43,515,648
2.454%
-

-

-

81,254,283

-

750,450
206,238
81,676
4,730,848

750,450
206,238
81,676
4,730,848

Total liabilities and surplus

72,966,738

43,515,648

-

29,367,376

145,849,762

Interest rate sensitivity gap

34,302,888

(10,829,348)

(27)

1,092,900

(24,566,440)

-
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September 30,
2012
Under
1 year
$

Over 1 to
5 years
$

Over
5 years
$

Not interest
rate sensitive
$

Total
$

Assets
Cash and equivalents
Short-term deposits
Effective interest rate
Investments
Effective interest rate
Loans and mortgages
Effective interest rate
Reserve on loan portfolio
Accrued loan interest receivable
Prepaid expenses and other
Property and equipment

10,628,412
0.83%
16,271,493
1.00%
71,616,535
4.73%
(161,116)
-

3,231,705
2.25%
34,184,100
4.50%
(686,844)
-

614,200
5.41%
-

220,476
308,006
2,271,275

Total assets

98,355,324

36,728,961

614,200

4,649,900

140,348,385

Liabilities and surplus
Member deposits
Effective interest rate
Call deposits
Effective interest rate
Share capital
Effective interest rate
Term deposits
Effective interest rate
Accrued interest payable
Other liabilities
Income taxes payable
Undistributed earnings

8,652,141
0.849%
11,348,571
0.68%
12,295,158
0.50%
51,562,711
2.123%
-

-

-

22,165,457

30,817,598

-

-

-

11,348,571

-

-

-

12,295,158

28,824,363
2.730%
-

-

-

80,387,074

-

987,161
303,524
135,783
4,073,516

987,161
303,524
135,783
4,073,516

Total liabilities and surplus

83,858,581

28,824,363

-

27,665,441

140,348,385

Interest rate sensitivity gap

14,496,743

7,904,598

614,200

-

-

1,850,143
-

1,850,143
10,628,412

-

-

19,503,198

-

106,414,835

(23,015,541)

(847,960)
220,476
308,006
2,271,275

-

As at September 30, 2013, the Credit Union's net interest spread was 2.44% (2012 - 2.47%). The net interest
spread is calculated by expressing the difference between (a) the percentage of income earned on the average
year-end interest bearing assets and (b) the percentage of costs of capital and borrowings on the average yearend interest bearing liabilities.

(28)
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18 Commitments
The Credit Union had lines of credit and loans and mortgages approved but not disbursed at September 30,
2013 amounting to $9,983,147 and $8,232,588, respectively.

19 Comparative figures
Certain comparative figures presented for the 2012 fiscal year have been restated to conform with the
financial statement presentation adopted in the current year.

(29)
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Credential Financial Strategies
This past year has been one of the most successful years we
have ever had at Credential. That being said, we know we
have become busier because Consolidated Credit Union
members, like yourself, are becoming more aware of the
services that are available to you at no cost.

Services provided include:
Estate Planning
Retirement Planning
Life Insurance
Education Savings Plan
Mutual Funds
Disability Savings Plan
Investment Planning
Retirement Savings Plan
Group RRSP’s for Businesses
Group Health Plans for Businesses

Credential Financial Strategies Inc. is a member
company under Credential Financial Inc., offering
financial planning, life insurance and investments to
members of credit unions and their communities.
®Credential is a registered mark owned by Credential
Financial Inc. and is used under licence.

Rod MacInnis, CGA CFP
Financial Planner
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Kate Ryan, the Youth Coordinator for
the Provincial Marketing Department,
stands in front of the Credit Union
branded 2014 Mazda CX-5 known as the
YuMob. You will see Kate and the YuMob
in your community as part of the Youth
Engagement Strategy all eight PEI credit
unions are a part of.
The Provincial Marketing Department,
effective October 1st 2013, is the new
approach to marketing for PEI credit
unions. The objective of the department is
to consolidate all marketing activities into
a central department to increase access
to resources, increase consistency across
the province, and gain better economies
of scale for media.

43

CONSOLIDATED
CREDIT UNION
• 2013with
ANNUAL
We are making
miracles
happen
theREPORT
Adopt-a-Room sponsorship at
Ronald McDonald House® Atlantic Canada.

We are proud to sponsor Ronald McDonald
House® Atlantic Canada to help families in
need of a place to stay in Halifax while their
child receives medical treatment.
The actual operating cost for a bedroom
at the Ronald McDonald House ® is over
$85 per night. The Adopt-a-Room program
allows the House to maintain a comfortable,
healthy, well-kept, environment for families
for the nominal fee of $11 per night.
In addition to the sponsorship program,
Credit Unions of PEI are pleased to pay the
nightly fee of $11 for credit union members,
and proud to help Ronald McDonald House®
give sick children what they need most…their
families.
“Great relief not to have to worry about a
place to stay while our daughter was at the
IWK”, says Benjamin Elwood, “the credit
union was a big help”. The Elwoods needed
to stay in Halifax while their daughter, Esther,
was receiving treatment at the IWK last
year. As a member of a PEI credit union, the
Elwoods were able to focus more on their
family, and less on paying for a place to stay.
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Since 2007, credit unions on PEI have been the
proud provincial event sponsor for the

Canadian Cancer Society’s Relay For Life.

