2016
Annual
Report

Table of Contents
2
4
4
5
6
7
8
9
10
10
11
11

1

2016 Highlights
Mission
Values
Board of Directors
President’s Report
Manager’s Report
Building a Community Together
Credit Union Place
Cash Dash 2.0
The Do Good Project
A decade of Relay For Life
Fill The YuMob

12
12
13
13
14
16
17
18
19
20
21

Investing In People
Scholarships
Inspire Learning Centre
Junior Achievement
Youth Engagement Centre
Auditor’s Report
Statement of Financial Position
Statement of Changes in Member’s Equity
Statement of Comprehensive Income
Statement of Cash Flow
Notes to the Financial Statements

2016 Highlights

+6.3%

$45k

+9.3%

Assets

Back to Members

Avg. Members Savings

+6.4%

$136k
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Deposits

Back to Communities

+10.5%

New Ways to Bank

4k

Loans

Members Banking Online

312

8k

New Members

Membership
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Credit unions are built on fairness, trust,
equality and independence.
We provide honest banking and make a
local impact in our communities.
Your money stays and works here.

3

Mission

Values

At Consolidated Credit Union, we are
focused on you: your community, your
future, your prosperity. We want to
be a partner in your success. We’re
committed to providing outstanding
financial service and wise financial
guidance that will enable you, our
members, to reach your financial goals.

Honest
Passionate
Holistic
Spiritual
Evolutionary
Simplistic
Inclusive

We pride ourselves in our commitment
to serving you, our members, and
community as best as possible, and we
believe that this annual report will be an
indication of that commitment.
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Board of Directors

Lori Gandy
President

Ron MacLean
Vice-President

Larry MacKinnon

Ron Silliker
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David Olscamp
Secretary

James Arsenault

John MacIsaac

Harvey Wedge

Scott Costain

President’s Report
Our focus in 2016 as always has been on you, the member. We
continue to ask ourselves - How do we deliver an exceptional
member experience? How do we maintain our current
membership? How do we entice new members to our Credit
Union? The answers to these questions continues to be an
ongoing process. Last year the Credit Union began the Know
Your Member initiative part of the Compelling Selling Proposition
strategy brought forward by the Atlantic Canada system.
This strategy differentiates credit unions from other financial
operations and allows us to focus on the needs of our members.
Delivering exceptional member experiences leads to growth and
to a successful credit union.
The Consolidated Credit Union has gone through many changes
over the years to keep up with technology and members needs.
The number of members requiring personal, face to face contact
with our staff has changed dramatically over the past five years,
as a large base of our membership now relies on technology to
perform most of their banking needs. We thus have adapted to
keep pace with the demands of our highly competitive financial
environment. We have been networking with other credit unions
on PEI to streamline operational costs by sharing administrative
services and that allows our staff to concentrate on our members
needs by ensuring the availability of products and services. PEI
Credit Unions work well together and will continue to do so in the
future as more change is required to grow our membership bases
and our credit unions.
As your Board, we are committed to act on behalf of the member
to safeguard their funds deposited with the credit union – our
major role. Other responsibilities include: review strategic plans;
monitor, review and evaluate adherence to annual budget; review
changes in capital structure and contingent liabilities; review
changes in organization and structure; and monitor and appraise
adherence to policies and objectives. As directors of your credit
union we meet monthly to critically review and discuss policies
and operations. We attend semi annual meetings in Halifax with
other board members throughout the Atlantic provinces to share
in our successes and to strategize on future requirements of our
members. I am honored to work with a great group of individuals
who value and respect one another’s opinions.

This past year we were saddened at the loss of two former
directors: John Cousins who passed away in March and Don
Aubin who passed away in November. To their family and friends
our deepest sympathy. Both men contributed their time and
expertise to the board and for that we are extremely grateful.
Now, I would like to take this opportunity to thank a few individuals
and organizations who continue to support and assist the
Consolidated Credit Union in its efforts to remain a reliable and
financially viable business for all members and future members.
They are: CUDIC our provincial regulator; Arsenault Best Cameron
and Ellis, our auditors; Atlantic Central and their partners; General
Manager, Sarah Millar and her team of dedicated staff; my fellow
Board members – Larry, Ron, Ron, John, Scott, David, James and
Harvey – a wonderful group of professionals; and mostly a thank
you to You, The Member, for your trust and support. The dedication
and commitment of all these individuals and groups is necessary
to accomplish the financial goals of our Credit Union. As you can
see by our financial statements we continue to grow our assets
from 167 million in 2015 to 177 million in 2016 and as 2017
begins, we also see a tremendous growth outlook, thanks to you
the member.
Congratulations goes out to the recipients of the CCU Scholarship
Awards from Three Oaks Senior High and Kinkora High School
and also to this year’s honoree for the Member of the Year Award
– well deserved recognitions.
In closing, the Consolidated Credit Union will continue to be the
community based financial institution it has always been. Yes,
somethings change that is inevitable, but our belief in community
and in providing the best financial products and services for our
members and future members, will never change. On behalf of
the Board of Directors, thank you for your belief and trust in the
Consolidated Credit Union. We look forward to another great year!
Sincerely,

Lori Gandy
President
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Manager’s Report
Throughout the years, credit unions have always been acknowledged
for providing exceptional customer service to their members. It
is something that we have prided ourselves in and accepted as
recognition for a job well done. However, like every business, ours
continues to change. Providing exceptional customer service is
being replaced by the need to provide an exceptional member
experience. While customer service is primarily face to face
interaction, an exceptional member experience covers all areas of
our business. It not only includes the traditional visit with our staff,
but also the ease and efficiency with which you deal with us over
all channels and the feeling you get from being part of something
bigger. It is seeing your credit union as a financial expert who is
always available and who plays a vital part in your success.
For credit unions to be relevant in the future we must continue to
do what we have done well in the past. We must remain innovative,
member driven, compassionate and community minded. We
must engage our members and give them the opportunity and the
pride of being part of something special. All of this must be done
while meeting the expectations that our members have placed on
us. While this will be challenging, the burden of figuring this out
does not sit with us alone. Throughout the credit union system, a
great deal of work is being done, not only by credit unions but also
by our suppliers, to assist us with delivering on this experience.
Sometimes decisions will be difficult but I can assure you that they
will be made with your best interests and the future in mind.
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In my opinion, it is an exciting time to be a credit union member.
Innovation in technology will continue to enrich our relationships
with our members and will enhance the way we deliver services
not only within our branches but also through digital channels.
As members, we want to express to you that your success is our
success and that we are committed to continuing to earn your trust
and to be your provider of choice for all of your financial needs.
As well, we ask that you advocate on our behalf and share your

experiences with others.
At this time I would like to thank Brian Cameron and his team
at Arsenault Best Cameron Ellis for their professionalism and
expertise not only at audit time but throughout the year. As well, I
would like to thank PEI CUDIC for their support and to welcome their
new CEO Rob MacBain to the PEI system. Also, I would like to thank
Atlantic Central, League Data, League Savings and Mortgage, and
Concentra for their assistance throughout the year.
To my Board of Directors, thank you for your guidance and support.
I am fortunate to work for such an engaged group of individuals.
Your guidance is considerate, informed, and is very much
appreciated.
As well, while I have the pleasure and privilege of standing in
front of you each year to share the results of your credit union, it
is important to note that these results are the combined efforts of
a large number of people who believe strongly in their credit union
and doing what is best for our communities and our members. So
to my staff, I say thank you for all of your hard work and dedication.
To you, our members, I want to say thank you for your support. It is
my opinion, and I hope it is yours, that Consolidated Credit Union is
a special place. While our business is banking, our credit union is
so much more. We hope that you are as proud of it as I am.
Thank you

Sarah Millar
General Manager

Building a Community
Together
Being supportive and involved with our members along with
the community is, as always, of great importance to credit
unions. Our high standard for social responsibility means
that we strive to serve our community as best as possible.
One of the most significant ways in which we support
the community is through donations, sponsorships and
volunteering.
This year, we invested over $136,000 in donations and
sponsorships benefiting not only community groups but
also numerous local families alike.
As a financial co-operative, our motive is to always
assist our members with their financial goals, while also
positively impacting our community.
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Credit Union
Place
“Credit Union Place is a beacon in Summerside.
I believe that it has brought everyone together,
whether it’s first thing in the morning, or bringing
your children to hockey, or if it’s coming to
hockey yourself...It’s the heart of our community
and that’s why Consolidated Credit Union and
the credit union system have been so supportive
of it.”

- Sarah Millar
2017 will mark the 10th year for the Credit Union
Place, as well as the 10th year for Consolidated
Credit Union’s sponsorship with the facility.
In addition to the sponsorship dollars, our staff
frequently donate their time to support the many
events that happen at the CUP every month.
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Cash Dash 2.0
The Cash Dash, our amazing-race styled event, returned this
year with added challenges for participants. Instead of a single
day event across PEI, the four teams of two raced for two days
across three provinces—PEI, New Brunswick, and Nova Scotia.
This year the tasks and services focused on the cooperative
movement, with activities like balancing ledgers and earning
community support. Teams competed against each other for
the grand prize of $5,000. Our following built upon last year’s
success, with a tremendous response to both interest and
overall online social interactions.

The Do Good
Project
As a cooperative financial institution, credit unions truly believe in
giving back and bettering the communities they serve. In 2016,
we launched The Do Good Project, which gave the public the
opportunity to decide how to make a positive impact within their
neighborhood. In addition to coming up with the ideas, the public
also chose the two winning projects based on popular vote.
We had an overwhelming response to this contest; eight plans
submitted and close to two thousand votes cast.
The top two finalists, Lynn Thompson and Lewie Sutherland,
earned $2,500 each to make their community plans a reality. Lynn
Thompson will be using the money to enhance the outdoor playspace at Morell Early Learning Centre, and Lewie Sutherland will be
improving the Alysha Toombs Memorial Park in Kensington.
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A decade of
Relay For Life
2016 marked our tenth and final year as the proud
provincial event sponsor for the Canadian Cancer
Society’s Relay For Life. Since 2006, PEI credit unions
have together contributed over $500,000 towards cancer
research – with an impressive 60% being staff raised.
Through this partnership, we have increased staff’s
involvement with the Society, educated our stakeholders
about cancer prevention and raised significant funds to
assist in the delivery of the Society’s programs on PEI.
In June we were honored to be recognized as Outstanding
Sponsorship Partner at the 30th Annual Maritime
Philanthropy Awards thanks to a nomination by the
Canadian Cancer Society. We would like to extend our
gratitude to the Society for allowing us to be an active
part of this amazing initiative over the past 10 years.

Fill The YuMob
In December our fourth Annual #FilltheYuMob took place,
where not one, but TWO, carloads of toys were collected.
All toys were given to Santa’s Angels, a volunteer group that
delivers the toys on Christmas Day to over 300 local families
in need. Thank you to everyone who participated in this
notable cause.
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Scholarships
We are pleased to announce 7 Consolidated Credit Union Scholarship recipients for
2016. Each scholarship recipient received $1,500 towards furthering their education. In
total, Consolidated Credit Union distributed $10,500.
We wish all students the best in their studies and future endeavors.

Hannah Taylor

Jessica Gillis

Jill Parker

Karlii Delaney

Keirsten Perry

Samantha Brander

Sara Compton

Investing In People
Investing in People, our primarily social media based campaign, aims to make a small positive
financial impact for individuals during their day to day lives. From paying for car services, to helping
furnish a student’s new apartment, we have helped Islanders from tip to tip. Since its inception in
2015, over one hundred individuals have benefited, which we hope to grow in the upcoming year.
For 2016, we tried to change things up for the holiday season by launching Investing in Cheer.
Three individuals were each given $500 to spread some much needed Christmas cheer
to deserving groups. These groups included the QEH pediatrics unit, Boys and Girls Club
Charlottetown, and two families in need in the Kinkora area.
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Inspire Learning
Centre
Credit unions on PEI were proud to partner with the new
and innovative Inspire Learning Centre in 2016. Located in
Summerside the state-of-the-art regional learning centre is a
bustling hub for job seekers, entrepreneurs, study groups and
people of all ages!
The Inspire Learning Centre, dubbed the “library of tomorrow”
offers state of the art facilities including semi-private reading
pods, collaborative workstations and borrowable media in every
category! Credit unions look forward to the year ahead with
the Inspire Learning Centre and the impact it will make on the
community and surrounding areas.

Junior Achievement
2016 marked an important partnership for the credit union
system on PEI as we teamed up with Junior Achievement to
bring our financial knowledge into the classroom. Through
JA PEI’s Economics for Success program, the credit union
has been able to instruct over 1,500 students on the
fundamentals of financial literacy and the significance of
budgeting.
As a result of the successful and well-received programming,
credit union employee, Kate Ryan was awarded JA PEI’s
Volunteer of the Year award in 2016. Credit unions will
continue their partnership with JA for the upcoming year with
500 students already enrolled for the programs upcoming
semester.
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Youth
Engagement
Centre
Consolidated Credit Union is proud to be the naming sponsor of
the newly renovated Youth Engagement Centre (YEC).
The Youth Engagement Centre is a safe, supportive place where
youth and their families can come to build healthy relationships,
discover their hopes and dreams, learn valuable skills for life, and
ultimately achieve their goals through structured preventative
programming.

In addition to the facility sponsorship, we piloted the Consolidated
Credit Union Young Leaders Program. The Young Leaders program
is for youth ages 12-15 years old, and it is built on the basis of
learning entrepreneur skills, leadership skills, and mentoring
younger children through a fun and interactive summer filled with
guest speakers, field trips, community projects, planning games,
working with children, and more.
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Financial Statements
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February 27, 2017
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 December 31, 2016, and the statement of comprehensive income,
changes in members' equity and cash flows for the 12 month period 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 December 31, 2016, and the results of its operations and its cash flows
for the 12 month period then ended in accordance with International Financial Reporting Standards.

Chartered Professional Accountants
(1)
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Consolidated Credit Union Ltd.
Statement of Financial Position
As at December 31, 2016

2016
$

Assets

Cash and cash equivalents
Accounts receivable
Loans and mortgages (notes 7 and 15)
Prepaid expenses
Asset held for sale (note 7)
Income taxes receivable
Property and equipment (note 8)
Investments (note 9)

Liabilities

Member deposits (notes 10 and 11)
Accrued interest payable
Other liabilities
Income taxes payable
Deferred income taxes (note 12)

2015
$

10,568,585
89,638
139,270,904
501,305
245,046
24,547
2,189,491
24,793,128

14,557,224
225,230
126,071,318
336,383
84,145
2,216,333
23,691,825

177,682,644

167,182,458

170,249,184
877,592
284,543
46,750

159,970,291
898,057
350,133
50,026
36,570

171,458,069

161,305,077

6,224,575

5,877,381

177,682,644

167,182,458

Members' Equity
Undistributed income

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 12-month period ended December 31, 2016

Undistributed income - Beginning of period
Net earnings for the period

Undistributed income - End of period

(12 months)
December 31,
2016
$

(15 months)
December 31,
2015
$

5,877,381

5,234,930

347,194

642,451

6,224,575

5,877,381

(3)
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Consolidated Credit Union Ltd.
Statement of Comprehensive Income

For the 12-month period ended December 31, 2016

Revenue

Loan interest
Investment
Service fees
Commissions
Property rentals
Other income

Expenses

Staff (notes 13 and 15)
Premises
Insurance
Office
Service fees
General
Cost of capital
Amortization

Operating earnings
Other expense

Share dividends
Provision for loan losses (note 7)

Provision for income taxes (note 12)
Current
Deferred

Net earnings for the period

(4)
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(12 months)
December 31,
2016
$

(15 months)
December 31,
2015
$

5,099,397
300,379
684,285
395,373
43,347
53,606

6,481,404
383,727
862,632
741,950
56,216
67,273

6,576,387

8,593,202

2,032,156
185,823
252,658
228,455
845,920
580,210
1,868,836
104,681

2,450,189
296,367
302,997
313,808
1,072,986
710,725
2,358,111
133,701

6,098,739

7,638,884

477,648

954,318

(45,437)
(33,876)

(58,269)
(108,332)

(79,313)

(166,601)

398,335

787,717

40,961
10,180

142,996
2,270

51,141

145,266

347,194

642,451

Consolidated Credit Union Ltd.
Statement of Cash Flows

For the 12-month period ended December 31, 2016
(12 months)
December 31,
2016
$

(15 months)
December 31,
2015
$

347,194

642,451

104,681
10,180
33,876

133,701
2,270
108,332

495,931

886,754

Cash provided by (used in)
Operating activities

Net earnings for the period
Items not affecting cash
Amortization
Deferred income taxes
Provision for loan losses

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

Financing activity

Increase in member deposits

Investing activities

Purchase of property and equipment
Decrease (increase) in investments

135,592
(13,233,462)
(164,922)
(24,547)
(160,901)
(20,465)
(65,590)
(50,026)

(148,205)
(10,311,292)
(79,284)
85,177
122,935
93,908
37,615

(13,088,390)

(9,312,392)

10,278,893

12,441,489

(77,839)
(1,101,303)

(96,553)
763,642

(1,179,142)

667,089

Increase (decrease) in cash and cash equivalents

(3,988,639)

3,796,186

Cash and cash equivalents - Beginning of period

14,557,224

10,761,038

Cash and cash equivalents - End of period

10,568,585

14,557,224

5,423,294
1,888,072
58,269
117,789

6,764,340
2,235,438
46,259
113,344

Supplementary disclosure
Interest received
Interest paid
Dividends paid
Income taxes paid

(5)
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Notes to the Financial
Statements
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Consolidated Credit Union Ltd.
Notes to Financial Statements
December 31, 2016

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 February 27, 2017.
(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)

22

Consolidated Credit Union Ltd.
Notes to Financial Statements
December 31, 2016

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 cash 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
December 31, 2016

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 transaction 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.
These shares are measured at amortized cost. 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 accounts receivable and loans and mortgages.

(8)

24

Consolidated Credit Union Ltd.
Notes to Financial Statements
December 31, 2016


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
December 31, 2016

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 cash equivalents
Cash and cash 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) Assets 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.
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(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:
Buildings
Furniture and equipment
Computers
Pavement

2.5%
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 December 31, 2016.
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
period, using the tax rates enacted or substantively enacted at the reporting date, and any adjustment
to taxes payable in respect of previous periods.

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.
Temporary differences are comprised primarily of differences between the carrying amounts and the
income tax basis of the Credit Union's loans outstanding and property and equipment. 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.

(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)

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.

(j)

Standards issued but not yet effective
As at December 31, 2016, 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.

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 is given as to whether or not par value
is equal to redemption value and whether the co-operative or credit union have 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 cash equivalents
Accounts receivable
Loans and mortgages
Investments

December 31,
2016
$

December 31,
2015
$

10,568,585
89,638
139,270,904
24,793,128

14,557,224
225,230
126,071,318
23,691,825

174,722,255

164,545,597

Cash and cash 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.
(15)
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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.
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:

Cash and cash equivalents

December 31,
2016
$

December 31,
2015
$

10,568,585

14,557,224

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
December 31, 2016.
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

Over 1 to
5 years
$

December 31,
2016
Total
$

118,739,238
9,985,052
877,592
284,543

41,524,894
-

-

160,264,132
9,985,052
877,592
284,543

129,886,425

41,524,894

-

171,411,319

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

Over
5 years
$

Over 1 to
5 years
$

Over
5 years
$

December 31,
2015
Total
$

102,038,737
10,968,879
898,057
350,133

46,962,675
-

-

149,001,412
10,968,879
898,057
350,133

114,255,806

46,962,675

-

161,218,481

(16)
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The Credit Union expects that many members will not request repayment on the earliest date the Credit
Union could be required to pay.
(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
December 31,
2016
$

Net interest
income
change
December 31,
2015
$

92,900
(172,600)

197,800
(199,400)

(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.

(17)
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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.
(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 at least equal to 5% of the total assets.
In accordance with the recommendations of the Canadian Chartered Professional Accountants related to
the financial statement presentation of financial instruments, the ownership shares are presented in the
balance sheet as financial liabilities. At December 31, 2016, the equity level for regulatory purposes is as
follows:
December 31,
December 31,
2016
2015
$
$
Ownership shares (note 11)
Members' equity

40,125
6,224,575

40,725
5,877,381

Total regulatory equity

6,264,700

5,918,106

177,682,644

167,182,458

Total assets
Equity level

3.53%
#

3.54%
2016
$

Opening, January 1, 2016
Net decrease

8,145
(120)

40,725
(600)

Closing, December 31, 2016

8,025

40,125

The Credit Union has not met its equity level of 5%.
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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:
December 31, 2016
Carrying
amount
$
Assets carried at fair value
Financial assets held for trading
- Cash and cash equivalents
Liquidity reserve deposit
(note 9)

Fair
value
$

December 31, 2015
Carrying
amount
$

Fair
value
$

10,568,585

10,568,585

14,557,224

14,557,224

10,578,183

10,578,183

9,866,939

9,866,939

21,146,768

21,146,768

24,424,163

24,424,163

89,638
139,270,904

89,638
139,270,904

225,230
126,071,318

225,230
126,071,318

12,115,275

12,115,275

11,888,756

11,888,756

4,199,340

4,199,340

3,872,260

3,872,260

155,675,157

155,675,157

142,057,564

142,057,564

Liabilities carried at amortized cost
Member deposits
170,249,184
Accrued interest payable
877,592
Other liabilities
284,543

170,249,184
877,592
284,543

159,970,291
898,057
350,133

159,970,291
898,057
350,133

171,411,319

171,411,319

161,218,481

161,218,481

Assets carried at amortized cost
Accounts receivable
Loans and mortgages
Investments - held to maturity
(note 9)
Investments - available for sale
(note 9)

The fair value of financial assets held for trading is determined by their quoted market value at the reporting
date.
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7

Loans and mortgages
(a) Summary

December 31, December 31,
2016
2015
Impaired
Loans
$
(included
in total)

Specific
Provision
$

Net
$

Net
$

18,938,304
6,930,380
70,413,362
33,864,913
8,692,533
185,089
246,323

-

-

18,938,304
6,930,380
70,413,362
33,864,913
8,692,533
185,089
246,323

19,040,804
6,886,079
56,891,722
34,469,827
8,265,126
250,262
267,498

139,270,904

-

-

139,270,904

126,071,318

Total
$

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

Mortgages and loans
Mortgages are secured by realty mortgages with interest rates of 2.2 - 4.74% (2015 - 2.2% - 6.45%).
Non-mortgage loans are priced at market rates unless circumstances warrant special considerations. The
interest rates range from 2.2% - 18% (2015 - 0.00% - 18%) on personal and business loans, 0.00% 30.00% (2015 - 0.00% - 30%) on line of credits and overdrafts and 0.00% - 12.5% (2015 - 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 December 31, 2016 was 2.70% (2015 - 2.70%).
(b) Continuity of allowance for impaired loans

$

Balance - Beginning of period

701,468

Increase in allowance
Amounts written off during the period
Recoveries of loans previously written off

33,876
(750,563)
15,219

Balance - End of period

-

(20)
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(c) Provision for loan losses

December 31,
2016

$

Increase in allowance
Recoveries of loans previously written off

December 31,
2015

$

33,876
-

122,345
(14,013)

33,876

108,332

(d) 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:
$
December 31, 2016
December 31, 2015

583,809
1,116,824

(e) Foreclosed properties
During the period, the Credit Union foreclosed on a mortgage totaling $154,500 (2015 - nil). Expenses
related to the upkeep of the foreclosed properties have been added to the cost of the properties, and it is
management's expectation that the foreclosed properties will be sold in the near future. At December 31,
2016, the Credit Union has $245,046 (2015 - $84,145) in foreclosed properties that are classified as assets
held for sale in the statement of financial position.

(21)
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8

Property and equipment

Land
$

Buildings
$

Furniture,
equipment
and computer
$

Pavement
$

Total
$

Recorded amount
Balance - Beginning of
period
Additions
Disposals

572,000
-

1,576,000
-

542,944
77,839
(18,293)

97,679
-

2,788,623
77,839
(18,293)

Balance - End of period

572,000

1,576,000

602,490

97,679

2,848,169

Balance - Beginning of
period
Current period amortization
Disposals

-

206,850
39,400
-

291,230
63,403
(18,293)

74,210
1,878
-

572,290
104,681
(18,293)

Balance - End of period

-

246,250

336,340

76,088

658,678

572,000
572,000

1,369,150
1,329,750

251,714
266,150

23,469
21,591

2,216,333
2,189,491

Accumulated amortization

Carrying value
December 31, 2015
December 31, 2016

9

Investments

December 31,
2016
$

December 31,
2015
$

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

10,578,183

9,866,939

Held to maturity:
Term deposits

12,115,275

11,888,756

2,002,260
22,680
71,730
3,000

1,838,720
22,680
71,730
3,000

2,099,670

1,936,130

24,793,128

23,691,825

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

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
$
2,264,287
2,082,312
2,035,000
2,034,000
1,251,311
2,448,365
Total

Rate of
Return
1.50%
1.50%
1.75%
1.70%
1.45%
1.45%

Maturity
September 13, 2018
September 28, 2018
May 23, 2017
May 24, 2017
July 16, 2018
August 8, 2018

12,115,275

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.

10 Member deposits

Ownership shares and share accounts (note 11)
Savings and Plan 24
Chequing accounts
Term deposits
RRSP and RRIF
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December 31,
2016
$

December 31,
2015
$

9,985,052
19,996,211
49,979,312
48,819,694
41,468,915

10,968,879
15,977,782
49,905,132
41,649,277
41,469,221

170,249,184

159,970,291
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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 2016 was
0.5% (2015 - 0.5%) based on the average minimum monthly share balance throughout the period.
Savings and Plan 24 are deposits on a call basis that pay holders a variable interest rate ranging from 0.00 1.70% (2015 - 0.00% - 1.85%) and 0.00 - 0.35%% (2015 - 0.00% - 0.35%), respectively.
Chequing accounts are held on a call basis and pay the account holders interest at the Credit Union's stated
rates, 0.00 - 1.75% (2015 - 0.00% - 1.75%).
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 - 5.00% (2015 - 1.00% to 5.00%) 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 - 5.00% (2015 - 0.50% to 5.00%).

11 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.
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12 Income taxes
Tax rate reconciliation

December 31,
2016
$

December 31,
2015
$

Income before income taxes

398,335

787,717

Taxes at statutory rates - 31.00% (2015 - 31.00%)
Impact of the 16% (2015 - 15.5%) small
business deduction and additional deduction
for credit unions
Permanent differences and other

123,484

244,192

(63,734)
(18,789)

(102,121)
925

40,961

142,996

(b) Deferred income taxes
Deferred income taxes are calculated on all temporary differences under the liability method using an
effective tax rate of 15% (2015 - 15.5%), as follows:
December 31,
December 31,
2016
2015
$
$
Balance - Beginning of period
Comprehensive income statement expense

(36,570)
(10,180)

(34,300)
(2,270)

Balance - End of period

(46,750)

(36,570)

Deferred income tax liabilities are attributable to the following items:
December 31,
2016
$
Deferred income tax assets (liabilities)
Property and equipment
Allowance for impaired loans
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December 31,
2015
$

(46,750)
-

(47,443)
10,873

(46,750)

(36,570)
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13 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 period, the Credit
Union expensed $89,830 (2015 - $107,986) in contributions to the plan. This expense is included with staff
expenses on the Statement of Comprehensive Income.

14 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.

15 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
(b) Directors' remuneration

Honorariums
Payment for expenses while on credit union business

(12 months)
December 31,
2016
$

(15 months)
December 31,
2015
$

633,920

748,215

(12 months)
December 31,
2016
$

(15 months)
December 31,
2015
$

23,300
8,554

26,000
8,932

(26)
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(c) Loans to directors and key management personnel

(12 months)
December 31,
2016
$

(15 months)
December 31,
2015
$

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

3,137,463
154,500
(798,848)
10,093
-

4,069,172
1,819,813
(1,613,556)
136,678
(1,274,644)

Loans outstanding - End of period

2,503,208

3,137,463

77,921

116,751

Interest income earned

The loans issued to directors and key management personnel and close family members during the period
of $154,500 (2015 - $1,819,813) are repayable over 0 - 5 years and have interest rates ranging from 2.2%
- 3.7% (2015 - 2.2% to 4.2%).

(27)
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16 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.
December 31,
2016
Under
1 year
$

Over 1 to
5 years
$

Over
5 years
$

Assets
Cash and equivalents
Effective interest rate
Accounts receivable
Investments
Effective interest rate
Loans and mortgages
Effective interest rate
Accrued loan interest receivable
Prepaid expenses
Income taxes receivable
Asset held for sale
Property and equipment

6,702,388
0.44%
16,746,853
0.94%
61,431,881
3.84%
-

8,046,275
1.48%
76,594,600
3.66%
-

998,100
4.90%
-

Total assets

84,881,122

84,640,875

Liabilities and surplus
Member deposits
Effective interest rate
Accrued interest payable
Other liabilities
Deferred income taxes
Undistributed earnings

100,158,910
1.14%
-

Total liabilities and surplus
Interest rate sensitivity gap

-

-

Not interest
rate sensitive
$

Total
$

3,866,197

10,568,585

89,638
-

89,638
24,793,128

-

139,024,581

246,323
501,305
24,547
245,046
2,189,491

246,323
501,305
24,547
245,046
2,189,491

998,100

7,162,547

177,682,644

41,524,894
2.13%
-

-

28,565,380

170,249,184

-

877,592
284,543
46,750
6,224,575

877,592
284,543
46,750
6,224,575

100,158,910

41,524,894

-

35,998,840

177,682,644

(15,277,788)

43,115,981

998,100

(28,836,293)

-

(28)
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December 31,
2015
Under
1 year
$

Over 1 to
5 years
$

Over
5 years
$

Not interest
rate sensitive
$

Total
$

Assets
Cash and cash equivalents
Effective interest rate
Accounts receivable
Investments
Effective interest rate
Loans and mortgages
Effective interest rate
Reserve on loan portfolio
Accrued loan interest receivable
Prepaid expenses
Asset held for sale
Property and equipment

12,075,908
0.93%
19,691,825
1.13%
54,975,988
3.86%
(56,815)
-

4,000,000
1.73
70,851,200
3.98%
(644,653)
-

678,100
4.83%
-

267,498
336,383
84,145
2,216,333

Total assets

86,686,906

74,206,547

678,100

5,610,905

167,182,458

Liabilities and surplus
Member deposits
Effective interest rate
Accrued interest payable
Other liabilities
Income taxes payable
Deferred income taxes
Undistributed earnings

86,524,140
0.87%
-

46,962,675
2.03%
-

-

26,483,476

159,970,291

-

898,057
350,133
50,026
36,570
5,877,381

898,057
350,133
50,026
36,570
5,877,381

Total liabilities and surplus

86,524,140

46,962,675

-

33,695,643

167,182,458

162,766

27,243,872

678,100

Interest rate sensitivity gap

-

-

2,481,316

14,557,224

-

225,230
-

225,230
23,691,825

-

126,505,288
(701,468)
267,498
336,383
84,145
2,216,333

(28,084,738)

-

As at December 31, 2016, the Credit Union's net interest spread was 2.07% (2015 - 2.82%). 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.

17 Commitments
The Credit Union had lines of credit and loans and mortgages approved but not disbursed at December 31,
2016 amounting to $11,958,342.

18 Comparative figures
Certain comparative figures presented for the 2015 fiscal year have been restated to conform with the financial
statement presentation adopted in the current year.
(29)
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19 Change in year end
Consolidated Credit Union Ltd., in conjunction with the other Prince Edward Island member credit unions,
changed its year end from September 30 to December 31 so that the members have the same year end as
Atlantic Central Credit Union.
On the change in year end, Consolidated Credit Union Ltd. chose to report on a 15 month period from October
1, 2014, the date of the prior period end, to December 31, 2015. These financial statements include
comparative figures in the statement of comprehensive income, change in members' equity and cash flows for
a 15 month period. The corporation balances for December 31, 2016 include results for a 12 month period and
are therefore not for the same reporting period.

(30)
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