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2019 Highlights

$196M
DepositsAssets

$214M

$164M
LoansMembers

7K

11.46%
Growth in Avg. 

Member Savings
Paid to 

Members

$1.25M
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Working together to strengthen our 
communities and to improve the 
financial lives of our members.

To be the top employer and the best 
provider of financial services in the 
communities we serve.

Our Mission

Our Vision

Our Values
Integrity
Community
Efficient
Responsible
Teamwork
Leadership 
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“Our team works together to make 
our members goals a reality, and I 
can’t wait to do that again in 2020.”  

Jennifer Perry
Administration
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Karen Gaudet-Gavin 
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It is my pleasure to be able to report out to you on behalf 
of the Board of Directors for the Tignish Credit Union for 
the year ending December 31, 2019.

In 2019 Tignish Credit Union, thanks to the support of 
our membership had another successful financial year. 
Asset growth for 2019 was up from 2018 ending the 
year at $214 million which represents growth of 15% 
over 2018 year end results. 

The board is pleased to announce a 1% share dividend 
rebate which equates to just over $500,000 in share 
dividend payments to our members.  In addition we are 
declaring a rebate on loans, deposits and service fees 
of $750,000. This represents a total member rebate in 
2019 of $1,250,000. 

Tignish Credit Union is a financial service cooperative 
and operates under a democratic member owned 
structure. We strive to offer excellent service to 
our members while staying committed to social 
responsibility. These factors set credit unions apart 
from many of our banking competitors. It is the goal of 
Tignish Credit Union to contribute our time and financial 
resources back to our local communities. We strive to 
be the best place to bank and work in the communities 
we serve. 

The board of Tignish Credit Union remains ultimately 
responsible to you the membership of the credit 
union; we strive to make sound decisions and provide 
governance to the best of our abilities. The goal of 
the board is to ensure this credit union remains a solid 
corporate citizen, a good employer, and a strong 
community partner.  

The board holds regular meetings monthly. In addition 
every month one of the four board committees meets 
prior to the board meeting. In 2019 the board and 
management created a three year strategic plan to 
chart the direction of the credit union for the next three 
years. The board meets annually with management to 
review the progress on this plan. 

The general manager is the only employee who reports 
directly to the board; he is tasked with managing the 
operations of the credit union and ensuring that our 
credit union is aligned with the strategic plan for the 
credit union. The general manager keeps the board 

informed through regular board meetings and monthly 
board reports. 

No one person can run a credit union and we are 
fortunate to have a dedicated team which ensures this 
operation runs smoothly. The staff of the Tignish Credit 
Union and the staff in our Credential Securities office 
in Alberton take great pride in serving our members.  
Although the staff does not report directly to the board 
we are kept informed of their activities and how they 
are serving our members.

On behalf of the board I want to extend my sincere 
thanks to each and every employee of Tignish Credit 
Union. We appreciate all that you do on a daily basis for 
our members. 

In addition to monthly meetings, each year 
representatives of the Tignish board of directors attend 
a spring AGM and a fall conference hosted by Atlantic 
Central. All credit unions in the four Atlantic provinces 
gather together and discuss how we can work together 
to improve the credit union system for all Atlantic credit 
union members. 

Types of topics discussed are technology that will 
impact credit unions, sharing of services, and the 
Atlantic credit union system strategy.  

Tignish credit union continues to be active in our 
support of local West Prince organizations. I would like 
to thank our staff for giving their time to support local 
organizations and events. Our staff believes that we live 
in the best place on earth and they support activities 
that impact where we live and work. The community 
report will outline some of these activities and financial 
support in more detail. 

Tignish Credit Union had a successful year in 2019 and 
this is due completely to the ongoing support of all our 
members. We could not do this without you and we 
thank you for your support of our credit union. 

Respectfully submitted,

Karen Gaudet-Gavin 
Board President 

President’s Report
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Ted Pahl
General Manager
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As General Manager of Tignish Credit Union it is my 
pleasure to provide on overview of the operational 
and financial results for the fiscal year ending 
December 31, 2019. 

2019 was an excellent year for Tignish Credit Union. 
Asset growth in 2019 was up 15% from the end of 
2018. Tignish year end assets were $214 million up 
from $186 million in 2018. 
Once again Tignish Credit Union is working closely 
with the credit unions of PEI and of Atlantic Canada 
to improve the delivery of our products and services 
to our members. Working with the other credit 
unions allows us to leverage the size of the system 
for purchasing and marketing power, allowing 
us to remain competitive in a highly competitive 
marketplace. In addition working as a system 
allows us far better access to technology and trends 
impacting and influencing the banking industry. 

The credit unions of PEI work together on various 
initiatives from sharing services to marketing and 
joint sponsorships to bring higher levels of service 
and reduced costs to all PEI credit union members. 
In 2019 there was a significant undertaking in 
our Tignish location. After 30 years in the existing 
building we undertook a large scale renovation to 
improve the look and feel of our credit union. This 
was no easy task for members or staff as we worked 
through a constant state of flux. Thank you to our 
staff and members for working through this with 
us. I would also like to thank the folks at Perry’s 
Construction and Designs West for their oversight 
and completion of this project. 

In our community report you will see the highlights 
of our community involvement in 2019. Once 
again Tignish Credit Union was able to be a strong 
supporter of the communities we serve giving back 
$1.25 million in member rebates and over $130,000 
in community giving. 

I would like to highlight some of the financial 
achievements of 2019 in the statements attached. 
As owners of this credit union you should be very 

proud of the financial position and steady growth 
of Tignish Credit Union this past year. It should be 
noted Tignish Credit Union in 2019 surpassed the 
$200 million in assets. 

As indicated in the statement of financial position 
or balance sheet you will see:
• Assets have reached $214 million which 

represents growth of 15% or $28 million since 
the end of 2018

• Cash and equivalents which is mainly our 
deposits with Atlantic Central have increased 
by $4,648,078; this amount varies on a daily 
basis

• You will see that our investments have 
risen by $13,669,046 which is the result of 
moving money from cash to higher yielding 
investments

• This investment income contributes to our 
ability to pay  dividends to our members

• Loans increased this year by $8.3 million and 
are now 76% of assets

• Property increased in 2019 by $1.1 million due 
to renovation 

•  All other assets have remained close to 2018 
totals

• Member deposits grew by $26.2 million in 
2019 which represents 15.4% growth for 2019. 
Deposits make up 92% of our assets

• Tignish offers in branch investment options 
as well as wealth management services 
provided by Sharon Gallant in our Credential 
office 

• Tignish credit union offers a full suite of 
investment and insurance options to ensure 
we can provide the right investment options 
for whatever your investment needs are

Manager’s Report
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• Undistributed income increased in 2019 to 
$1,842,387. This is the income remaining after 
member dividends, rebates and taxes for the 
year. Given the growth in 2019, this amount 
was put back into retained earnings. This 
increase was to offset our growth and keep 
our credit union in a strong equity position 
of 6.8% well above regulatory requirement of 
5% equity. 

Income Statement:                                     
• Loan revenues increased in 2019 by $900,000 

• All other revenue numbers are in line with 
2018 

• The cost of capital represents the interest 
costs paid to members on deposits. In 2019 
interest rates increased and therefore costs 
increased by $300,000

• The only other significant change you will 
see here is the provision for loan loss is down 
$200,000 from 2018. This is money the credit 
union sets aside in the event a member loan 
is unrecoverable

In 2019 Tignish Credit Union was able to payout $521,628 
in share dividends and $750,000 in combined loan, 
deposit and service fee rebates totaling $1.27 million 
paid to our members in rebates.  

At Tignish Credit Union we are committed to finding 
the right financial solutions and providing our members 
with just the right advice to fit their individual needs, 
whether it’s helping out our local farmers or fisherman 

with the right loan products or providing you with the 
right advice at any of our offices. All the staff at Tignish 
Credit Union and Credential Securities are here working 
for you. We invite you at any time to seek out any 
member of our staff to assist you with whatever your 
financial needs are; we are here to partner with you to 
help you achieve your financial goals. 

I cannot thank the staff of Tignish Credit Union enough 
for your exceptional efforts in 2019. Without this team 
we could not present the results you are seeing this 
evening. We have the best staff on PEI. Whether at work 
or in our community they are ensuring this credit union 
is supporting our communities and making sure our 
members feel welcome. My sincerest thank you to each 
and every one of you for all you do to make our credit 
union great. 

To the board of directors who provide direction and 
governance to the management team and me, I thank 
you for your wisdom and willingness to roll up your 
sleeves and get things done. These fine people up here 
do an amazing job representing all of you. I thank each 
of you for your time and contributions over the year. 

Respectfully submitted,

Ted Pahl
General Manager
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Helping our members grow their 
business into their own empire.  

Carol Anne Arsenault
Senior Commercial Account Manager
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“I like being able to listen to members 
and come up with solutions to help 
them meet their goals.” 

Danielle McRae
Member Services



Credit Union National Ringette 
Championship
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Forty-five ringette teams from across Canada 
gathered on PEI to compete in the 2019 Credit 
Union Canadian Ringette Championships, an 
event we were happy to be the title sponsor 
for. 

This Championship was the 41st National 
Championships for the sport, and marked the 
second time that Prince Edward Island hosted 
the Championships. 

This sponsorship was a great success, the 
games were intense, and we were thrilled to 
get to support our Island athletes on home ice.

Credit Union 
National Ringette 
Championship
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Community 
Involvement Report

In 2019 Tignish Credit Union was once again able to 
contribute time and financial resources back into 
the communities we serve. This report serves to keep 
membership informed of the credit union’s commitment 
to our communities. In 2019, Tignish Credit Union 
continued its tradition of supporting our communities; 
here are a few of the highlights of that involvement. 

Corporate donations of $70,000 were made during 
the year.  Our decisions are still based on how many 
members are benefiting from the donation and whether 
this event will bring people to the area, which in turn 
benefits local businesses.  Tignish Credit Union was a 
major sponsor for the Red Clay Blue Grass Festival, the 
Tuna Cup Challenge and parade sponsor of the Prince 
County Exhibition.  In 2019 we also contributed to the St. 
Louis Bluegrass Festival, West Prince Music Festival & the 
Irish Moss Festival.

Tignish Credit Union continues to help local organizations 
such as minor hockey programs, volleyball, golf, curling, 
& winter carnivals.  Some of the organizations we 
donated to include: Huntington Society, Parkinson’s, 
Children’s Wish Foundation, Diabetes Association., 
Special Olympics, Junior Achievers, Bowl for Kids Sake 
and Big Brothers-Big Sisters just to name a few.  

We continued our partnership with Evangeline-Central 
Credit Union to fund the Amateur Sport Fund.  This 
fund was designed by the West Prince Sports Council 
to provide funding to local athletes who compete at a 
national level.  

The island credit unions are still in partnership with Ronald 
McDonald House which provides accommodations for 
families that need to travel with sick children to the 
IWK Hospital. PEI credit unions pay the cost of staying 
at Ronald McDonald house for all island credit union 
members, in 2019 this was around 200 nights covered 
for PEI families. Together with the help of Evangeline, 
Consolidated and Malpeque Bay the three other credit 
unions in Prince County, we committed to a $100,000 
sponsorship for the Prince County Hospital Lights for Life  
Campaign.  

Staff continued with our own fundraising efforts that 

have been supported by you for many years. These 
include Casual Friday’s fund, and other staff fundraising 
efforts. In 2019 a donation of $1,500 was made to West 
Prince Caring Cupboard to provide gifts for needy 
families in our area. Tignish Credit Union staff efforts also 
raised $1,772 for the IWK Children’s Hospital Telethon.

In 2019 Tignish Credit Union entered into a naming rights 
sponsorship with Credit Union Arena in Tignish; this 
sponsorship also included the new digital sign on the 
highway. 

Staff from both Alberton and Tignish locations 
participated in 2019 community annual parades which 
included the Irish Moss Festival in Tignish and The Prince 
County Exhibition in Alberton. 

Our weekly 50-50 draw is our largest fundraiser and 
continues to be a huge success.  In keeping with the 
credit union philosophy this money is given back to the 
communities in areas that have the largest impacts 
and/or benefit to our communities. 

Through your support our 50/50 draws allowed 
Tignish Credit Union to donate $63,500 to the following 
organizations in 2019.

• Tignish Fire Department   
• Tignish Minor Hockey    
• Tignish Figure Staking Club   
• West Prince Caring Cupboard   
• Association for Community Living   
• Credit Union Arena 
• Alberton Fire Department
• Jacques Cartier Arena 
• Alberton Figure Skating Club
• Miminegash Fire Department 
• Alberton Minor Hockey 
• School breakfast programs  
• Victoria’s Quilts Canada  
• IWK   
• Kids West Healthy Snack Program   

To date, over $760,000 has been donated back to 
our communities through your support of our 50/50 
program. Thank you all for your continued support.  
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We are pleased to announce the 
four Tignish Credit Union Scholarship 
Recipients for 2019. Each Recipient 
received $1,000 towards furthering 
their education. In total, Tignish Credit 
Union distributed $4,000 to make 
post-secondary education more 
affordable for Island students.

We wish all students the best in their 
studies and future endeavors. 

Not Pictured: Eryn Hustler

Abby 
Hackett

Emma 
Ellsworth

Mikayla 
Ellsworth

$4,000 
in scholarships 
were awarded 
in 2019

We continue to offer the School Credit Union program.  
The schools involved are Tignish, Alberton, St. Louis and 
Ecole Pierre-Chiasson schools.  Our annual fundraiser 
for the local home and school organizations which 
includes St. Louis, Alberton, Tignish Elementary schools 
and M E Callaghan Jr. High was a great success with 
over $8,000 raised. 

Tignish Credit Union presented 4 x $1,000 bursaries at 
Westisle again this year.  Congratulations to this year’s 
recipients: Eryn Hustler, Abby Hackett, Emma Ellsworth 
& Mikayla Ellsworth.  Founder awards were presented 
to graduating students from Tignish, St. Louis, Alberton, 
Ecole Pierre-Chiasson schools as well as M.E. Callaghan 
Junior High. 

This year we successfully partnered with our local Co-
Op for many events and sponsorships. One of our larger 

initiatives was co-sponsoring the Autumn Fest at the 
Credit Union Arena which included inflatables for kids, 
pony rides, food & entertainment.  We also sponsored 
a similar event in May at the Credit Union Arena and 
we are hoping to do it again this spring in the Alberton 
area. (Both events were FREE with great attendance 
and very positive feedback.)

For the 2nd year we partnered with the Irish Moss 
Festival and sponsored the Credit Union Citizen of 
the Year and the recipient this year was Hal Perry. 
Congratulations, Hal.

These are a few of the highlights of our donations and 
sponsorships in 2019. Tignish Credit Union is proud to be 
a major contributor to our communities.   



Gym Rebate Program

A Conversation with President 
Obama
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We believe that an active lifestyle leads to a better, happier, 
and healthier life. This is why we make it our mission to support 
Islanders in living a more physically active lifestyle. 

In the fall, we offered our Get Active Gym Rebate Program to 
our members for the third year in a row. The Get Active Program 
looks to save members who are active at a gym some of the 
costs associated with that membership by providing a $50 
rebate. 

In 2019, we were able to put $50 back in the wallets of 100 of 
our members from across PEI. It really does pay to be active 
with the credit unions. 

in gym rebates 
paid to members. $5K

Gym Rebate

A Conversation with 
President Obama

Put on in part by Atlantic Credit Unions, President Obama took the 
stage in November at the Scotiabank Centre in Halifax to speak 
with Maritimers about life, leadership, and finances. Despite the 
event being a few hours away, many of our members made the 
trip to see Obama, and some were even lucky enough to win 
a set of tickets to the event. After selling out in just 22 minutes, 
President Obama was certainly worth the drive as he shared 
his wisdom and some of his signature humor with us. 



Fill the YuMob
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In December our seventh Annual #FilltheYuMob took 
place outside of Toys’R’Us.

As a direct result of the general public’s generosity, 
we filled the YuMob to the brim in under 4 hours. 

A huge thank you to the Pownal Peewee AA team 
2 who volunteered for a second year in a row to be 
our elves and help us out this year, as well as Santa 
who made an appearance. 

Of course, this wouldn’t have been possible without 
the support from the Toys’R’Us Charlottetown store 
and staff, thank you for being amazing every year. 

All the toys were delivered 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 incredible cause.

7th Annual 
Fill the YuMob
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Your Two Cents

SunDaze Music and 
Art Fest

Kidney Walks 

In 2019 we sponsored Your Two Cents: a web-based series that 
aims to inform the next generation how to be savvy and do 
more with their money through short and engaging videos. 
Launching in May, each of the 24 mini-episodes shed light on 
how financial advice can be entertaining and even fun. 

We were proud to be the Tignish Sponsor of the Kidney Walks 
in 2019, which were held in Charlottetown and Summerside 
in September. We gathered with patients, their families, care 
givers and medical professionals to raise awareness and funds 
for those affected by kidney disease. Each step we took helped 
support innovative research and vital programs to improve 
those living with kidney disease. 

We had a blast this year sponsoring the first-
ever SunDaze Music & Arts Fest which took 
place Aug. 23-24 in Charlottetown. 

SunDaze is all about enjoying the last bit of a 
gorgeous PEI summer through music, art, and 
comedy acts. The Festival brought big acts 
to PEI such as X-Ambassadors, T-Pain, Cheat 
Codes, Moon Taxi, DJ Jazzy Jeff, Two Hours 
Traffic, Reeny Smith, Skratch Bastid, and Dave 
Sampson. 

SunDaze drew in a huge crowd of spectators 
who were eager to join in on our interactive 
game of Debt Shootout, which allowed us 
to educate guests about the do’s and don’ts 
of debt management. Thanks for having us, 
SunDaze! 



Ronald McDonald House
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families

nights

12

182

Ronald McDonald 
House Charities 
Atlantic

We are proud of our on-going partnership 
with the Ronald McDonald House Charities 
(RMHC) Atlantic which continued in 2019. With 
our Members Stay Free program, credit union 
members are able to stay the night at the Ronald 
McDonald House in Halifax for free while their 
child is being treated at the IWK Hospital. 

Alongside our Members Stay Free program, we 
also sponsored the annual Ronald McDonald PJ 
Walk – a major fundraiser for the RMHC Atlantic 
that is held in five cities across the Maritimes. 
This year, the Charlottetown PJ Walk raised over 
$53,000 which will directly support the Ronald 
McDonald House Charities Atlantic and their 
initiatives. 

We look forward to continuing our support of 
the Ronald McDonald House Charities Atlantic in 
2020.
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Loot Pursuit

In the midst of a sunny, hot summer, we hosted the Credit 
Union Loot Pursuit – an Island-wide scavenger hunt that 
was designed to get people outdoors and exploring our 
island – with cash and SunDaze Music and Arts Fest tickets 
on the line. 

Participants were encouraged to use our clues to help them 
explore the island and find one of 40 pods somewhere 
across the Island. 

Each successful participant was awarded with one 
weekend pass to SunDaze and entered to win a $1,000 
cash prize. 

We heard from dozens of participants who were out 
searching for pods that they loved that Loot Pursuit gave 
them an excuse to explore their home-land, and discover 
hidden gems that they may otherwise not have known 
about. 

After all that searching, we drew the name of our winner – 
Eileen White – who was able to take home the grand prize 
jackpot of $1,000, and share half with her grandson who 
helped her track down the winning pods. 

locations

prize

40
$1,000
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“I am thrilled with the different ways 
we’re able to help members do more 
with their money.”  

Marlene Handrahan
Member Services
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Financial 
Statements
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Management Report
The integrity, relevance and comparability of the data in the accompanying 
financial statements are the responsibility of management.

The financial statements are prepared by management in accordance with 
International Financial Reporting Standards established by the International 
Accounting Standards Board. A summary of the significant accounting 
policies is disclosed in note 3 to the financial statements. The preparation 
of financial statements necessarily involves the use of estimates based on 
management’s judgment, particularly when transactions affecting the 
current period cannot be finalized with a certainty until future periods.

To meet its responsibility, management maintains a system of internal controls 
designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly authorized and recorded in compliance with 
legislative and regulatory requirements, and reliable financial information is 
available on a timely basis for preparation of the financial statements. These 
systems are monitored and evaluated by management.

Management is accountable to the Board of Directors of Tignish Credit Union 
Ltd. on matters of financial reporting and internal control. Management 
provides the Board of Directors with externally audited financial statements 
annually. The Board also discusses any significant financial reporting or 
internal control matters prior to their approval of the financial statements.

The financial statements have been audited by ArsenaultBestCameronEllis, 
independent external auditors appointed by the Board. The accompanying 
Independent Auditor’s Report outlines their responsibilities, the scope of their 
examination and their opinion on the financial statements.

On behalf of Tignish Credit Union Ltd.

Ted Pahl 
General Manager



Auditor’s Report 

February 24, 2020

Independent Auditor's Report

To the Members of
Tignish Credit Union Ltd.

Opinion
We have audited the accompanying financial statements of Tignish Credit Union Ltd., which comprise the statement of
financial position as at December 31, 2019, and the statements of comprehensive income, changes in members' equity and cash
flows for the year then ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of Tignish
Credit Union Ltd. as at December 31, 2019, and the results of its operations and its cash flows for the year then ended in
accordance with International Reporting Standards. 

Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of Financial Statements section of our report. We
are independent of Tignish Credit Union Ltd. in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Canada, and we have fulfilled our ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information 
Management is responsible for the other information. The other information comprises the information included in the Annual
Report, but does not include the financial statements and our auditor's report thereon. The Annual Report is expected to be
made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

The Annual Report is expected to be made available to us after the date of the auditor’s report.  If, based on the work we will
perform on this other information, we conclude that there is a material misstatement of this other information, we are required
to report that fact to those charged with governance. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with International
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. 

In preparing the financial statements, management is responsible for assessing Tignish Credit Union Ltd.'s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate Tignish Credit Union Ltd. or to cease operations, or has no realistic alternative
but to do so. 

Those charged with governance are responsible for overseeing Tignish Credit Union Ltd.'s financial reporting process. 

(1)
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Auditor's Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing
standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonable be expected to influence the economic decisions
of users taken on the basis of these financial statements. As part of an audit in accordance with Canadian generally accepted
auditing standards, we exercise professional judgment and maintain professional skepticism throughout the audit. 

We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and

perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide

a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one

resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of

internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in

the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Tignish Credit Union Ltd.’s

internal control.

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

disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit

evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on

Tignish Credit Union Ltd.'s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are

required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such

disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date

of our auditor’s report. However, future events or conditions may cause Tignish Credit Union Ltd. to cease to continue as

a going concern.

 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether

the financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

Chartered Professional Accountants

(2)
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Tignish Credit Union Ltd.
Statement of Financial Position
As at December 31, 2019

2019 2018
$ $

Assets
Cash and cash equivalents (note 15) 14,409,215 9,761,137
Accounts receivable (note 18) 66,989 52,634
Loans and mortgages (notes 6 and 18) 164,603,586 156,239,556
Prepaid expenses and other (note 7) 95,315

134,816
Property and equipment (note 8) 2,908,165 1,785,413
Investments (note 9) 31,841,460 18,172,414
Deferred income taxes (note 14) 146,000 84,000

214,070,730 186,229,970

Liabilities
Member deposits (notes 5, 10 and 12) 196,914,499 170,660,560
Accrued liabilities 1,929,932 1,789,061
Other liabilities (note 13) 493,775 696,380
Income taxes payable 110,484 304,316

199,448,690 173,450,317

Members' Equity

Undistributed income 14,622,040 12,779,653

214,070,730 186,229,970

Approved by the Board of Directors

_____________________________ Director _____________________________ Director
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134,816
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Investments (note 9) 31,841,460 18,172,414
Deferred income taxes (note 14) 146,000 84,000

214,070,730 186,229,970

Liabilities
Member deposits (notes 5, 10 and 12) 196,914,499 170,660,560
Accrued liabilities 1,929,932 1,789,061
Other liabilities (note 13) 493,775 696,380
Income taxes payable 110,484 304,316
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214,070,730 186,229,970

Approved by the Board of Directors

_____________________________ Director _____________________________ Director
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Statement of Changes in 
Members’ Equity

Tignish Credit Union Ltd.
Statement of Changes in Members' Equity
For the year ended December 31, 2019

2019 2018
$ $

Undistributed income - Beginning of year 12,779,653 11,457,717

Net earnings for the year 1,842,387 1,321,936

Undistributed income - End of year 14,622,040 12,779,653

(4)
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Statement of Comprehensive 
Income

Tignish Credit Union Ltd.
Statement of Comprehensive Income 
For the year ended December 31, 2019

2019 2018
$ $

Revenue
Loan interest (note 18) 8,179,541 7,276,336
Investment 541,849 544,002
Service fees 838,659 876,104
Commissions 428,234 487,123
Other income 81,672 70,079

10,069,955 9,253,644

Expenses
Staff (notes 16 and 17) 2,385,101 2,417,915
Premises 190,081 166,424
Insurance 280,167 274,304
Office 76,355 143,285
Service fees (note 13) 1,266,737 1,181,733
General 565,081 517,539
Cost of capital 1,268,822 950,360
Amortization (note 8) 139,035 101,510

6,171,379 5,753,070

Operating earnings 3,898,576 3,500,574

Other expense
Share dividends 521,268 497,855
Provision for loan losses (note 6) 228,085 427,431
Loan interest rebate 550,000 550,000
Interest bonus on savings 150,000 150,000
Service charge rebate 50,000 50,000

1,499,353 1,675,286

2,399,223 1,825,288

Provision for (recovery of) income taxes
Current (note 14) 618,836 508,352
Deferred (note 14) (62,000) (5,000)

556,836 503,352

Net earnings for the year 1,842,387 1,321,936

(5)
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Statement of Cash Flow

Tignish Credit Union Ltd.
Statement of Cash Flows 
For the year ended December 31, 2019

2019 2018
$ $

Cash provided by (used in)

Operating activities
Net earnings for the year 1,842,387 1,321,936
Items not affecting cash

Amortization 139,035 101,510
Cumulative effect of adopting IFRS 9 - 51,808
Deferred income taxes recovery (62,000) (5,000)
Provision for loan losses 228,085 427,431

2,147,507 1,897,685

Net change in non-cash working capital items
Increase in loans and mortgages (8,592,115) (17,351,332)
Decrease (increase) in accounts receivable (14,355) 156,999
Decrease in prepaid expenses and other 39,501 21,557
Increase in member deposits 26,253,939 619,543
Increase in accrued liabilities 140,871 229,112
Increase (decrease) in other liabilities (note 13) (211,239) 35,452
Increase (decrease) in income taxes payable (193,832) 155,309

19,570,277 (14,235,675)

Financing activity
Repayment of other liabilities - lease liability (note 13) (744) -

Investing activities
Purchase of property and equipment (note 8) (1,252,409) (116,380)
Decrease (increase) in investments (13,669,046) 14,647,819

(14,921,455) 14,531,439

Increase in cash and cash equivalents 4,648,078 295,764

Cash and cash equivalents - Beginning of year 9,761,137 9,465,373

Cash and cash equivalents - End of year 14,409,215 9,761,137

Supplementary disclosure
Interest received 8,403,747 7,329,343
Interest paid 1,115,896 876,981
Dividends received - 104,623
Dividends paid 521,268 497,855
Income taxes paid 812,668 353,043

(6)
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Notes to the Financial 
Statements

Tignish Credit Union Ltd.
Notes to Financial Statements
December 31, 2019

1 General

The Tignish 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 Tignish, 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 24, 2020.

(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.

3 Summary of significant accounting policies

(a) Change in accounting policy

The Credit Union has adopted IFRS 16 Leases, which replaces IAS 17 Leases and related interpretations,
as issued by the IASB with a date of transition of January 1, 2019, which resulted in a change in
accounting policy.  The Credit Union did not early adopt any of IFRS 16 in previous periods.

(7)
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Tignish Credit Union Ltd.
Notes to Financial Statements
December 31, 2019

As permitted by the transitional provisions of IFRS 16, the Credit Union elected not to restate
comparative figures.  The Credit Union determined that there is no material impact to the Credit Union's
financial statements upon adoption.

The adoption of IFRS 16 has resulted in changes in our accounting policies for recognition, classification
and measurement of leases.

(b) Financial instruments

i) Classification and measurement of financial assets

The Credit Union classifies its financial assets into one of the following measurement categories:

 Amortized cost;

 Fair value through profit or loss (FVTPL); or

 Fair value through other comprehensive income (FVOCI).

Financial assets include both debt and equity instruments.

Debt instruments

Classification  and subsequent measurement of debt instruments depend on:

i) the Credit Union's business model for managing the asset; and
ii) the cash flow characteristics of the asset.

Business model assessment involves determining how financial assets are managed in order to
generate cash flows.  The Credit Union's business model assessment is based on the following
categories:

 Held to collect: The objective of the business model is to hold assets and collect contractual

cash flows.  Any sales of the asset are incidental to the objective of the model.

 Held to collect and for sale:  Both collecting contractual cash flows and sales are integral to

achieving the objectives of the business model.

 Other business model:  The business model is neither held-to-collect nor held-to-collect and for

sale.

The Credit Union assesses the business model at a portfolio level reflective of how groups of assets
are managed together to achieve a particular business objective.  

 How the performance of assets in a portfolio is evaluated and reported to group heads and other

key decision makers within the Credit Union's business lines;

 Whether the assets are held for trading purposes (ie. assets that the Credit Union acquires or

incurs principally for the purpose of selling or repurchasing in the near term, or holds as part of

a portfolio that is managed together for short-term profit or position taking;

(8)
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Notes to Financial Statements
December 31, 2019

 The risks that affect the performance of assets held within a business model and how those

risks are managed; and

 The frequency and volume of sales in prior periods and expectations about future sales activity.

The contractual cash flow characteristics assessment involves assessing the contractual features of
an instrument to determine if they give rise to cash flows that are consistent with a basic lending
arrangement.  Contractual cash flows are consistent with a basic lending arrangement if they
represent cash flows that are solely payments of principal and interest on the principal amount
outstanding (SPPI).

Principal is defined as the fair value of the instrument at initial recognition.  Principal may change
over the life of the instrument due to repayments or amortization of premium/discount.

Interest is defined as the consideration for the time value of money and the credit risk associated
with the principal amount outstanding and for other basic lending risks and costs (liquidity risk and
administrative costs), and a profit margin.

If the Credit Union identifies any contractual features that could significantly modify the cash flows
of the instrument such that they are no longer consistent with a basic lending arrangement, the
related financial asset is classified and measured at FVTPL.

Based on these factors, the Credit Union classifies its debt instruments into one of the following
three measurement categories:

Amortized cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest ("SPPI"), and that are not designated at FVTPL, are measured at
amortized cost.  The carrying amount of these assets is adjusted by any expected credit loss
allowance recognized and measured as described in Note 6.  Interest income form these financial
assets is included in 'Loan interest' using the effective interest rate method.

Fair value through profit or loss

Assets that do not meet the criteria for amortized cost or FVOCI are measured at fair value through
profit or loss.  A gain or loss on a debt investment that is subsequently measured at fair value
through profit or loss and is not part of a hedging relationship is recognized in comprehensive
income and presented in the comprehensive income statement within 'Investment revenue' in the
period in which it arises, unless it arises from debt instruments that were designated at fair value or
which are not held for trading, in which case they are presented separately in "Investment revenue".
Interest income from these financial assets is included in 'Investment revenue' using the effective
interest method.

(9)
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Notes to Financial Statements
December 31, 2019

Fair value through other comprehensive income (FVOCI)

Financial assets that are held for collection of contractual cash flows and for selling the assets,
where the assets' cash flows represent solely payments of principal and interest, and that are not
designated at FVTPL, are measured at FVOCI.  Movements in the carrying amount are recognized
through other comprehensive income (OCI), expect for the recognition of impairment gains or
losses, interest revenue and foreign exchange gains and losses on the instrument's amortized cost
which are recognized in comprehensive income.  When the financial asset is derecognized, the
cumulative gain or loss previously recognized in OCI is reclassified form equity to comprehensive
income and recognized in 'Investment revenue'.  Interest income from these financial assets is
included in "Investment revenue" using the effective interest rate method.

Equity instruments

The Credit Union measures all equity investments at FVTPL.  The Credit Union's policy is to
designate equity investments at FVOCI when those investments are held for purposes other than to
generate investment returns.  When this election is used, fair value gains and losses are recognized
in other comprehensive income and are not subsequently reclassified to profit or loss, including on
disposal.  Impairment losses  and reversals of impairment losses are not reported separately from
other changes in fair value.  Dividends, when representing a return on such investments, continue to
be recognized in profit or loss as other income when the Credit Union's right to receive payments is
established.

Gains and losses on equity investments at FVTPL are included in 'Investment revenue' in the
statement of comprehensive income.

ii) Classification and measurement of financial liabilities

Financial liabilities are classified into one of the following measurement categories:

 Amortized cost;

 Fair value through profit or loss (FVTPL); or

 Designated at FVTPL.

Financial liabilities measured at amortized cost

Member deposits are accounted for at amortized cost.  Interest on deposits, calculated using the
effective interest rate method, is recognized as interest expense.  Interest on subordinated notes and
debentures, including capitalized transaction costs, is recognized using the effective interest rate
method as interest expense.

(10)
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December 31, 2019

Financial liabilities measured at FVTPL

Financial liabilities measured at FVTPL are held principally for the purpose of repurchasing in the
near term, or form a part of a portfolio of identified financial liabilities that are managed together
and for which there is evidence of a recent actual pattern of short-term profit-making.  Financial
liabilities are recognized on a trade date and are accounted for at fair value, with changes in fair
value and any gains or losses recognized in the Statement of Comprehensive Income as part of the
non-interest income.  Transaction costs are expensed as incurred.

Financial liabilities designated at FVTPL

Financial liabilities classified in this category are those that have been designated by the Credit
Union upon initial recognition, and once designated, the designation is irrevocable.  The FVTPL
designation is only available for those financial liabilities for which a reliable estimate of fair value
can be obtained.

Financial liabilities are designated at FVTPL when one of the following criteria is met:

 The designation eliminates or significantly reduces an accounting mismatch which would

otherwise arise; or

 A group of financial liabilities are managed and their performance is evaluated  on a fair value

basis, in accordance with a documented risk management strategy; or

 The financial liability contains one or more embedded derivatives which significantly modify

the cash flows otherwise required.

Financial liabilities designated at FVTPL are recorded in the Statement of Financial Position at fair
value and any changes in fair value are recognized in the Statement of Comprehensive Income.

iii) Determination of fair value

Fair value of a financial asset or liability is the price that would be received on the sale of an asset or
paid to transfer a liability in an orderly transaction between market participants in the principal, or
in its absence, the most advantageous market to which the Credit Union has access at the
measurement date.

The Credit Union values instruments carried at fair value using quoted market prices, where
available.  The fair value hierarchy is as follows:

 Level 1 - unadjusted quoted market prices for identical instruments.

 Level 2 - use of observable inputs within valuation models.  

 Level 3 - significant use of unobservable inputs within valuation models.

(11)
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December 31, 2019

iv) Derecognition of financial assets and liabilities

The derecognition criteria are applied to the transfer of part of an asset rather than the asset as a
whole, only if such part comprises specifically identified cash flows from the asset, a fully
proportionate share of the cash flows from the asset, or a fully proportionate share of specifically
identified cash flows from the asset.

A financial asset is derecognized when the contractual rights to the cash flows from the asset has
expired or the Credit Union transfers the contractual rights to receive the cash flows from the
financial asset; or has assumed an obligation to pay those cash flows to an independent third-party,
or the Credit Union has transferred substantially all the risks and rewards of ownership of that asset
to an independent third-party.  Management determines whether substantially all the risk and
rewards of ownership have been transferred by quantitatively comparing the variability in cash
flows before and after the transfer.  If the variability in cash flows remains significantly similar
subsequent to the transfer, the Credit Union has retained substantially all of the risks and rewards of
ownership.

Where substantially all the risks and rewards of ownership of the financial asset are neither retained
nor transferred, the Credit Union derecognizes the transferred asset only if it has lost control over
the asset.  Control over the asset is represented by the practical ability to sell the transferred asset.  If
the Credit Union retains control over the asset, it will continue to recognize the asset to the extent of
its continuing involvement.  

On derecognition of a financial asset, the difference between the carrying amount and the sum of (i)
the consideration received and (ii) any cumulative gain or loss that had been recognized in other
comprehensive income is recognized in the Statement of Comprehensive Income.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled
or expires.  If an existing financial liability is replaced by another from the same counterparty on
substantially different terms or the terms of the existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability at fair value.  The difference in the respective carrying amount of the existing liability
and the new liability is recognized as a gain/loss in the Statement of Comprehensive Income.

iv) Impairment

The Credit Union applied a three-stage approach to measure allowance for credit losses, using an
expected credit loss approach as required under IFRS 9 for the financial assets measured at
amortized cost.

The expected credit loss impairment model reflects the present value of all cash shortfalls related to
default events either (i) over the following twelve months or (ii) over the expected life of a financial
instrument.

The impairment model measures credit loss allowances using a three-stage approach based on the
extent of credit deterioration since origination:

(12)
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 Stage 1 – where there has not been a significant increase in credit risk since initial recognition

of a financial instrument, an amount equal to 12 months expected credit loss is recorded.  The

expected credit loss is computed using a probability of default occurring over the next 12

months.  For those instruments with a remaining maturity of less than 12 months, a probability

of default corresponding to remaining term to maturity is used.

 Stage 2 – when a financial instrument experiences a credit risk subsequent to origination but is

not considered to be in default, it is included in Stage 2.  This requires the computation of

expected credit loss based on the probability of default over the remaining estimated life of the

financial instrument.

 Stage 3 – financial instruments that are considered to be in default are included in this stage.

Similar to Stage 2, the allowance for credit losses captures the lifetime expected credit losses.

The probability of default (PD), exposure at default (EAD) and loss given default (LGD) inputs used
to estimate expected credit losses are modelled based on macroeconomic variables that are most
closely related with credit losses in the relevant portfolio.

Details of these statistical inputs are as follows:

 PD – the probability of default is an estimate of the likelihood of default over a given time

horizon. A default may only happen at a certain time over the remaining estimated life.

 EAD – the exposure at default is an estimate of the exposure at a future default date, taking into

account expected changes in the exposure after the reporting date, including repayments of

principal and interest, whether scheduled by contract or otherwise, expected drawdowns on

committed facilities and accrued interest from missed payments.

 LGD – the loss given default is an estimate of the loss arising in the case where a default occurs

at a given time.  It is based on the difference between the contractual cash flows due and those

that the lender would expect to receive, including from the realization of any collateral.  It is

usually expressed as a percentage of the EAD.

At each reporting date, the Credit Union assesses whether there has been a significant increase in
credit risk for exposures since initial recognition by comparing the risk of default occurring over the
remaining expected life from the reporting date and the date of initial recognition.  The assessment
considers borrower-specific quantitative and qualitative information without consideration of
collateral and the impact of forward-looking macroeconomic factors.  Common assessments for
credit risk include management judgment, delinquency and monitoring.

When measuring expected credit loss, the Credit Union considers the maximum contractual period
over which the Credit Union is exposed to credit risk.  All contractual terms are considered when
determining the expected life, including prepayment and extension and rollover options.  

The Credit Union considers a financial instrument to be in default as a result of one or more loss
events that occurred after the date of initial recognition of the instrument and the loss event has a
negative impact on the estimated future cash flows of the instrument that can be reliably estimated.
This includes events that indicate:

(13)
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 Significant financial difficulty of the borrower;

 Default or delinquency in interest or principal payments;

 High probability of the borrower entering a phase of bankruptcy or a financial recognition;

 Measurable decrease in the estimated future cash flows from the loan or the underlying assets

that back the loan.

The Credit Union considers that default has occurred and classifies the financial asset as impaired
when it is more than 90 days past due.

The Credit Union writes off an impaired financial asset, either partially or fully, when there is no
realistic prospect of recovery.  Where financial assets are secured, write-off is generally after receipt
of any proceeds from the realization of security.  In circumstances where the net realizable value of
any collateral has been determine and there is no reasonable expectation of further recover, write-off
may be earlier.

(c) 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.  

(d) 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.

(e) Foreclosed properties

In certain circumstances, the Credit Union may take possession of property held as collateral as a result
of foreclosure of loans that are in default.  Foreclosed properties are measured at the lower of the
carrying amount and the fair value less the costs to sell.

(f) Property and equipment

Property and equipment are stated at cost less accumulated amortization.   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.

(14)
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Land is not depreciated.  Leasehold improvements and right-of-use assets depreciation are calculated on
a straight-line basis over 16 years and 6 years, respectively.  All other property and equipment is
depreciated using the declining balance method at the following annual rates:

Buildings  4%, 5%, 10%
Furniture, equipment and computers 20%, 30%, 45%, 55%
Pavement 8%

Right-of-use assets are depreciated over the shorter of the lease term and their useful lives unless it is
reasonably certain that the Credit Union will obtain ownership by the end of the lease term, in which case
they are depreciated to the end of the useful life of the underlying asset.  Right-of-use assets are
recognized for contracts that are, or contain, leases.

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, 2019.

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.

(g) Leased assets

For any new contracts entered into on or after January 1, 2019, the Credit Union considers whether a
contract is, or contains a lease.  A lease is defined as ‘a contract, or part of a contract, that conveys the
right to use an asset (the underlying asset) for a period of time in exchange for consideration’.  To apply
this definition the Credit Union assesses whether the contract meets three key evaluations which are
whether: 

 the contract contains an identified asset, which is either explicitly identified in the contract or

implicitly specified by being identified at the time the asset is made available to the Credit Union;

 the Credit Union has the right to obtain substantially all of the economic benefits from use of the

identified asset throughout the period of use, considering its rights within the defined scope of the

contract; and 

 the Credit Union has the right to direct the use of the identified asset throughout the period of use.

The Credit Union assesses whether it has the right to direct ‘how and for what purpose’ the asset is

used throughout the period of use. 

At lease commencement date, the Credit Union recognises a right-of-use asset and a lease liability on the
statement of financial position. The right-of-use asset is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct costs incurred by the Credit Union, an estimate of
any costs to dismantle and remove the asset at the end of the lease, and any lease payments made in
advance of the lease commencement date (net of any incentives received). 
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At the commencement date, the Credit Union measures the lease liability at the present value of the lease
payments unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily
available or the Credit Union’s incremental borrowing rate. 

Lease payments included in the measurement of the lease liability are made up of fixed payments
(including in-substance fixed), variable payments based on an index or rate, amounts expected to be
payable under a residual value guarantee and payments arising from options reasonably certain to be
exercised. 

Subsequent to initial measurement, the liability will be reduced for payments made and increased for
interest. It is remeasured to reflect any reassessment or modification, or if there are changes in in-
substance fixed payments. When the lease liability is remeasured, the corresponding adjustment is
reflected in the right-of-use asset, or profit and loss if the right-of-use asset is already reduced to zero. 

The Credit Union has elected to account for short-term leases and leases of low-value assets using the
practical expedients option. Instead of recognising a right-of-use asset and lease liability, the payments in
relation to these are recognised as an expense in profit or loss on a straight-line basis over the lease term. 

On the statement of financial position, right-of-use assets have been included in property and equipment
and lease liabilities have been included in other liabilities. 

Policy applicable before January 1, 2019

Under IAS 17, the Credit Union classified leases that transferred substantially all of the risks and rewards
of ownership as finance leases.  When this was the case, the leased assets were initially recorded at an
amount equal to the lower of their fair value and the present value of the minimum lease payments.
Minimum lease payments were the payments over the lease term that the lessee was required to make.
Subsequently, the assets were accounted for in accordance with the accounting policy applicable to that
asset.

Assets held under other leases were classified as operating leases and were not recognized in the Credit
Union’s statement of financial position.  Payments made under operating lease were recognized in
comprehensive income on a straight-line basis over the term of the lease.

(h) Impairment of non-financial assets

Non-financial assets are tested for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable.  An impairment loss is recognized for the amount by which
the asset’s carrying value exceeds its recoverable amount.  The recoverable amount is he higher of an
asset’s fair value less costs of disposal.  For purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately indentifiable cash inflows which are largely independent of
the cash inflows from other assets or group of assets.  Non-financial assets that suffered an impairment
are reviewed for possible reversal of the impairment at the end of each reporting period.

(16)
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(i) Employee benefits

Short-term obligations

Liabilities for wage and salaries, including non-monetary benefits, annual leave and accumulating sick
leave that are expected to be settled wholly within 12 months after the end of the period in which the
employees render the related service are recognized in the Statement of Comprehensive Income in
respect of the employees service up to the end of the reporting period and are measured at the amounts
expected to be paid when the liabilities are settled.  The liabilities are included in other liabilities in the
statement of financial position.

(j) 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.

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.

(k) 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.
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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 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 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 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.

(l) 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

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.

(m) 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.

(n) Standards issued but not yet effective

Certain new accounting standards and interpretations have been issued but are not effective for the fiscal
year ended December 31, 2019 and have not been early adopted by the Credit Union.  These standards
are not expected to have a material effect on the Credit Union in the current or future reporting periods.
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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) Allowance for credit losses

The expected credit loss model requires the recognition of credit losses based on up to 12 months of
expected losses for performing loans and the recognition of lifetime losses on performing loans that have
experienced a significant credit risk since origination.

The determination of a significant increase in credit risk takes into account many different factors since
origination, and certain other criteria, such as delinquencies.  The assessment of a significant increase in
credit risk requires experienced credit judgment.

In determining whether there has been a significant increase in credit risk and in calculating the amount
of expected credit losses, we must rely on estimates and exercise judgment regarding matters for which
the ultimate outcome is unknown. These judgments include changes in circumstances that may cause
future assessments of credit risk to be materially different from current assessments, which could require
an increase or decrease in the allowance for credit losses.

(b) 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 depreciation 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.

(c) Fair value of financial instruments

Fair value measurement techniques are used to value various financial assets and financial liabilities and
are used in impairment testing on certain non-financial assets.

The fair values of the credit union’s financial instruments were estimated using the valuation methods
and assumptions described below.  Since many of the credit union’s financial instruments lack an
available trading market, the fair values represent estimates of the current market value of instruments,
taking into account changes in interest rates that have occurred since their origination.  Due to the use of
subjective assumptions and uncertainties, the fair value amounts should not be interpreted as being
realizable in an immediate settlement of the instruments.
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Fair values of floating loans and deposits approximate book value as the interest rates on these
instruments automatically re-price to market and the spread remains appropriate.  Fixed rate loans are
valued by discounting the contractual future cash flows at current market rates for loans with similar
credit risks.  Fixed rate deposits are valued by discounting the contractual future cash flows using market
rates currently being offered for deposits with similar terms.  A credit valuation adjustment is applied to
the calculated fair value of uninsured deposits to account for the credit union’s own risk.

The fair value for the credit union’s investments as detailed in Note 5 is determined as follows:

 Membership shares in Atlantic Central, Concentra, League Data, League Savings & Mortgage, Co-

operative and CU PEI Investment Corp. do not trade in a public market.  Fair market value

approximates par value as the shares are subject to regular rebalancing across the membership; and

 Liquidity reserve deposits are fair valued by discounting the contractual future cash flows at current

market rates of similar financial instruments with similar terms.

(d) 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.

(e) Extension options for leases

When the Credit Union has an option to extend a lease, management uses its judgment to determine
whether or not an option would be reasonably certain to be exercised.  Management considers all facts
and circumstances including their past practices and any cost that will be incurred to change the asset is
an option to extend is not take, to help them determine the lease term.  
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5 Fair value of financial instruments

Fair values versus carrying amounts

Estimated fair values of financial instruments assets and liabilities are described in the following table:

2019 2018

Fair Carrying Fair Carrying Fair
level amount value amount value

hierarchy $ $ $ $

Financial assets
Loans and mortgages Level 2 164,603,586 164,603,586 156,239,556 156,239,556
Liquidity reserve deposit Level 2 12,686,181 12,686,181 11,353,020 11,353,020
Atlantic Central shares Level 2 1,942,110 1,942,110 2,059,460 2,059,460
Concentra shares Level 2 400,000 400,000 400,000 400,000
League Data shares Level 2 38,010 38,010 38,010 38,010
League Savings &

Mortgage shares Level 2 272,565 272,565 255,930 255,930
Co-operative membership Level 3 2,530 2,530 2,530 2,530
CU PEI Investment Corp. Level 3 64 64 64 64
Term deposits Level 2 16,500,000 16,500,000 4,063,400 4,063,400

196,445,046 196,445,046 174,411,970 174,411,970

Financial liabilities
Member deposits Level 2 196,914,499 196,914,499 170,660,560 170,660,560

The fair value for items that are short-term in nature are equal to book value.  These include cash and cash
equivalents, accounts receivable, accrued liabilities and other liabilities.
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6 Loans and mortgages

(a) Loans at amortized cost
2019 2018

Gross Allowance for Net carrying Gross Allowance for Net carrying
loans credit losses amount loans credit losses amount

$ $ $ $ $ $

Personal loans 28,490,199 213,612 28,276,587 29,080,033 192,723 28,887,310
Personal lines of credit

and overdrafts 576,702 15,473 561,229 4,028,208 12,141 4,016,067
Mortgages 22,910,182 9,270 22,900,912 21,879,439 8,741 21,870,698
Business loans 20,172,682 2,231,874 17,940,808 23,376,235 1,961,207 21,415,028
Business lines of

credit 10,580,967 17,833 10,563,134 6,645,859 260,143 6,385,716
Farming and fishing 79,892,186 40,037 79,852,149 67,869,321 13,861 67,855,460
Mortgage pools 4,508,767 - 4,508,767 5,809,277 - 5,809,277

167,131,685 2,528,099 164,603,586 158,688,372 2,448,816 156,239,556

Mortgages and loans

Mortgage loans (including mortgage pools) are secured by realty mortgages with interest rates of 1.95% -
6.89% (2018 - 2.29% - 6.75%).  The remaining loans are priced at market rates unless circumstances
warrant special considerations.  The interest rates range from  2.45% - 21.0% (2018 - 2.2% - 18.5%) on
personal, business, farming and fishing loans and 0% - 21.5% (2018 - 0% - 21%) on lines of credit and
overdrafts.  These 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, 2019 was 3.95% (2018 - 3.95%).
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(b) Impaired loans
2019 2018

Gross Gross
impaired Allowance for Net carrying impaired Allowance for Net carrying

loans credit losses amount loans credit losses amount
$ $ $ $ $ $

Personal loans 583,651 202,448 381,203 543,560 181,308 362,252
Personal lines of credit

and overdrafts 16,772 14,808 1,964 49,062 10,305 38,757
Mortgages 177,023 177 176,846 55,461 11 55,450
Business loans 3,019,013 2,225,013 794,000 3,034,786 1,953,070 1,081,716
Business lines of

credit 21,106 13,609 7,497 291,606 257,601 34,005
Farming and fishing 116,897 23,379 93,518 744,575 74 744,501

3,934,462 2,479,434 1,455,028 4,719,050 2,402,369 2,316,681

(c) Allowance for credit losses

2019
Balance Provision

as at for
January 1, credit Net

2019 losses write-offs Net
$ $ $ $

Personal loans 192,723 89,672 68,783 213,612
Personal lines of credit and

overdrafts 12,141 18,180 14,848 15,473
Mortgages 8,741 529 - 9,270
Business loans 1,961,207 391,113 120,446 2,231,874
Business lines of credit 260,143 (242,310) - 17,833
Farming and fishing 13,861 26,176 - 40,037
Mortgage pools - - - -

2,448,816 283,360 204,077 2,528,099
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Stage 1 Stage 2 Stage 3 Total
As at December 31, 2019 $ $ $ $

Personal loans 11,165 777 201,670 213,612
Personal lines of credit and overdrafts 664 40 14,769 15,473
Mortgages 9,093 177 - 9,270
Business loans 6,861 - 2,225,013 2,231,874
Business lines of credit 4,224 - 13,609 17,833
Farming and fishing 16,658 - 23,379 40,037
Mortgage pools - - - -

48,665 994 2,478,440 2,528,099

Stage 1 Stage 2 Stage 3 Total
As at December 31, 2018 $ $ $ $

Personal loans 11,415 6,038 175,270 192,723
Personal lines of credit and overdrafts 1,836 19 10,286 12,141
Mortgages 8,730 11 - 8,741
Business loans 8,137 - 1,953,070 1,961,207
Business lines of credit 2,542 - 257,601 260,143
Farming and fishing 13,787 74 - 13,861
Mortgage pools - - - -

46,447 6,142 2,396,227 2,448,816

(d) Loans past due but not impaired
2019 2018

31 - 90 90+ 31 - 90 90+
days days Total day days Total

$ $ $ $ $ $

Personal loans - - - 26,790 17,776 44,566

- - - 26,790 17,776 44,566
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(e) Provision for loan losses
2019 2018

$ $

Increase in allowance 79,284 373,073
Loans directly written off 204,185 76,638
Recoveries of loans previously written off (55,384) (22,280)

228,085 427,431

7 Prepaid expenses and other
2019 2018

$ $

Prepaid expenses 95,315 114,816
Inventory - 20,000

95,315 134,816

8 Property and equipment
Furniture,
equipment Leasehold

Land Buildings and computers Pavement improvements Total
$ $ $ $ $ $

Cost
Balance - Beginning of

year 231,058 2,207,389 927,527 131,136 40,388 3,537,498
Additions - 1,060,115 196,152 5,520 - 1,261,787

Balance - End of year 231,058 3,267,504 1,123,679 136,656 40,388 4,799,285

Accumulated amortization
Balance - Beginning of

year - 861,618 771,011 79,068 40,388 1,752,085
Current year amortization - 78,221 56,518 4,296 - 139,035

Balance - End of year - 939,839 827,529 83,364 40,388 1,891,120

Carrying value
December 31, 2018 231,058 1,345,771 156,516 52,068 - 1,785,413
December  31, 2019 231,058 2,327,665 296,150 53,292 - 2,908,165

As at December 31, 2019, furniture, and equipment and computers includes a non-cash transaction for a right-
of-use assets with a cost of $9,378 (2018 - nil), accumulated amortization of $848 (2018 - nil), and carrying
amount of $8,530 (2018 - nil). For the year ended December 31, 2019, amortization expense includes $848
related to the right-of-use assets (2018 - nil).
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9 Investments 
2019 2018

$ $

Measured at fair value through profit or loss
Liquidity reserve 12,686,181 11,353,020
Atlantic Central shares 1,942,110 2,059,460
Concentra shares 400,000 400,000
League Data shares 38,010 38,010
League Savings of Mortgage shares 272,565 255,930
Co-operative membership shares 2,530 2,530
CU PEI Investment Corp. shares 64 64

Total fair value measured through profit or loss 15,341,460 14,109,014

Measured at amortized cost
Term deposits 16,500,000 4,063,400

31,841,460 18,172,414

Liquidity reserve deposit

In order to meet 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 (see note 19b).  The deposit bears interest
at a variable rate.

Term deposits

Term deposits are invested with the Concentra, The Co-operators 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 Rate of
$ Return Maturity

15,500,000 1.73% - 1.79% January 2020 - March 2020
500,000 2.08% August 10, 2020
500,000 0.65% September 5, 2020

Total 16,500,000
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10 Member deposits
2019 2018

$ $

Ownership shares and share accounts (note 12) 61,682,820 56,389,299
Savings 13,661,469 13,804,172
Chequing accounts 62,380,445 49,756,206
Term deposits 28,721,359 21,921,813
RRSP and RRIF 30,468,406 28,789,070

196,914,499 170,660,560

Ownership shares and share accounts include the $5 membership share plus individual members' deposits.

Share accounts pay members a dividend at the discretion of the Board.  Privileges of the shares are under the
authority of the Board.  The dividend rate declared and paid for 2019 was 1.0% (2018 - 1.0%) based on the
average minimum monthly share account balance throughout the year.

Savings are deposits on a call basis that pay the account holders a variable rate of interest ranging from 0% -
1.2% (2018 - 0% - 1.20%).

Chequing accounts are held on a call basis and pay the account holders interest at the Credit Union's stated
rates.

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.

Fixed term deposits bear interest at various rates and ranging from 0% - 3.35% (2018 - 0% - 3.35%)

RRSP and RRIF

Concentra Financial is the trustee for the registered savings plans offered to members.  Under an agreement
with the trust company, member's 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 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.

Withdrawal privileges on all member deposit accounts are subject to the overriding right of the Board to
impose a waiting period.

11 Contingent liability
2019 2018

$ $

Outstanding guarantees on behalf of members 200,000 200,000
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This guarantee is on behalf of one member to their franchisor for the purchase of inventory.  This guarantee
has never been drawn down on since its inception.

12 Share accounts

Unlimited membership shares are available for issuance with a par value of $5 per share. 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.

Share accounts are included with Member Deposits on the Statement of Financial Position.

13 Other liabilities
2019 2018

$ $

Trade liabilities 15,000 15,000
Accrued liabilities 263,723 264,513
Retirement accrual 206,418 243,690
Choice Rewards accrual - 173,177
Lease liability 8,634 -

493,775 696,380

The initial recognition of the present value of the lease liability of $9,378 is a non-cash transaction.  During
the year, payments of $906 (2018 - nil) were made of which $744 (2018 - nil) was a reduction to the lease
liability and $162 (2018 - nil) was recorded as a service fee expense.

Tignish Credit Union Ltd. has entered into an equipment lease agreement which expires January 1, 2025.
Undiscounted contractual cash flows are as follows::

$

Year ending December 31, 2020 1,813
2021 1,813
2022 1,813
2023 1,813
2024 1,813

(28)

52

Notes to the Financial Statements Notes to the Financial Statements
TIGNISH CREDIT UNION

Year Ended December 31, 2019



Tignish Credit Union Ltd.
Notes to Financial Statements
December 31, 2019

14 Income taxes

(a) Tax rate reconciliation
2019 2018

$ $

Income before income taxes 2,399,223 1,825,288

Taxes at statutory rates - 31% (2018 - 31%) 743,759 565,839
Impact of the 17% (2018 - 17%) small business deduction -

current tax (37,033) (53,561)
Temporary difference regarding provision for loan losses 3,074 26,133
Permanent differences and other (90,964) 2,374
Tax free dividends - (32,433)

618,836 508,352

(b) Deferred income taxes

Deferred income taxes are calculated on all temporary differences under the liability method using an
effective tax rate of 14% (2018 - 14%), as follows:

2019 2018
$ $

Balance - Beginning of period 84,000 79,000
Comprehensive income statement expense 62,000 5,000

Balance - End of period 146,000 84,000

Deferred income tax assets are attributable to the following items:
2019 2018

$ $

Deferred income tax assets
Property and equipment (10,379) 9,000
Allowance for impaired loans 91,948 41,000
Retirement allowance 64,431 34,000

146,000 84,000

15 Line of credit availability

In 2019, the Credit Union had an approved line of credit with Atlantic Central of $4,100,000.  As of
December 31, 2019, the line of credit had a balance of nil (2018 - $276,116).
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16 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 $128,921 (2018 - $113,326) in contributions to the plan.  This expense is included with staff
expenses on the Statement of Comprehensive Income.

17 Composition of key management

Key management includes the board of directors, general manager, manager of operations, manager of
financial service and branch manager - Alberton. Compensation awarded to key management included:

(a) Key management, excluding directors
2019 2018

$ $

Salaries and short-term employee benefits 529,618 510,256
Accrued retirement benefit obligations 7,885 74,939

(b) Directors' remuneration
2019 2018

$ $

Honorariums 15,325 15,650
Payment for expenses while on credit union business 6,633 3,446

(c) Loans to directors and key management personnel
2019 2018

$ $

Loans outstanding - Beginning of period 1,469,160 656,985
Add: loans issued during the period 476,662 1,191,781

new director balances on appointment 91,859 16,447
Less: loan repayments during the period (423,012) (396,053)

transfers out of Directors (389,876) -

Loans outstanding - End of period 1,224,793 1,469,160

Interest income earned 53,993 53,152

No provisions have been recognized in respect of loans to key management (2018 - nil).  The loans
issued to directors and existing loans to new directors and key management personnel and close family
members during the year of $476,662 (2018 - $1,191,781) are repayable over 1 - 20 years and have
interest rates ranging from 2.25% to 15.0% (2018 - 2.25% to 7.95%).  

The Credit Union has approved lines of credit for key management and directors as at December 31,
2019 amounting to $234,300 (2018 - $288,300).  The balance of the lines of credit included above is
$118,953 (2018 - $149,976).
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18 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.

The loans and mortgages balance includes $2,249,487 (2018 - $2,724,487) in loans and the accounts
receivable balance includes $16,292 (2018 - $16,447) in accrued interest receivable to CU PEI Investment
Corp.  The loans to CU PEI Investment Corp. bear interest at 1% with no set terms of repayment.

Included in loan interest is $26,627 (2018 - $26,982) of interest income, and included in investment income is
nil (2018 - $104,623) dividend income received from CU PEI Investment Corp.

The Credit Union is a shareholder in CU PEI Investment Corp.

19 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 and operational risk.  Authority for all risk-taking activities rests
with 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.

(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 report to the Board.

The Credit Union’s maximum exposure to credit risk at the reporting date in relation to each class of
recognized financial asset 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.
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18 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.

The loans and mortgages balance includes $2,249,487 (2018 - $2,724,487) in loans and the accounts
receivable balance includes $16,292 (2018 - $16,447) in accrued interest receivable to CU PEI Investment
Corp.  The loans to CU PEI Investment Corp. bear interest at 1% with no set terms of repayment.

Included in loan interest is $26,627 (2018 - $26,982) of interest income, and included in investment income is
nil (2018 - $104,623) dividend income received from CU PEI Investment Corp.

The Credit Union is a shareholder in CU PEI Investment Corp.

19 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 and operational risk.  Authority for all risk-taking activities rests
with 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.

(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 report to the Board.

The Credit Union’s maximum exposure to credit risk at the reporting date in relation to each class of
recognized financial asset 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.
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The Credit Union’s maximum exposure to credit risk at the reporting date was:
2019 2018

$ $

Cash and cash equivalents 14,409,215 9,761,137
Accounts receivable 66,989 52,634
Loans and mortgages 164,603,586 156,239,556
Investments 31,841,460 18,172,414

210,921,250 184,225,741

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.

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:

2019 2018
$ $

Cash and cash equivalents 14,409,215 9,761,137

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, 2019.

(32)
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Cash flows payable under financial liabilities by remaining contractual maturities are as follows:

Under 1 Over 1 to Over 2019
year 5 years 5 years Total

$ $ $ $

Member deposits 108,330,579 26,901,100 - 135,231,679
Share accounts 61,682,820 - - 61,682,820
Accrued interest payable 1,929,932 - - 1,929,932
Other liabilities 493,775 - - 493,775

172,437,106 26,901,100 - 199,338,206

Under 1 Over 1 to Over 2018
year 5 years 5 years Total

$ $ $ $

Member deposits 66,645,051 47,626,210 - 114,271,261
Share accounts 56,389,299 - - 56,389,299
Accrued interest payable 1,789,061 - - 1,789,061
Other liabilities 696,380 - - 696,380

125,519,791 47,626,210 - 173,146,001

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.

(33)
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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.

Net interest Net interest
income income
change change

2019 2018
$ $

Before tax impact of
  1% increase in interest rates 1,324,700 569,096
  1% decrease in interest rates (1,387,800) (924,057)

(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.

(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.

(34)
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In accordance with the recommendations of the Canadian Chartered Professional Accountants Handbook
related to the financial statement presentation of financial instruments, the ownership shares are
presented in the balance sheet as financial liabilities.  At December 31, 2019, the equity level for
regulatory purposes is as follows:

2019 2018
$ $

Ownership shares (note 12) 36,460 36,140
Members' equity 14,622,040 12,779,653

Total regulatory equity 14,658,500 12,815,793

Total assets 214,070,730 186,229,970

Equity level 6.8% 6.9%

2019
# $

Opening, January 1, 2019 7,228 36,140
Net increase 64 320

Closing, December 31, 2019 7,292 36,460

(35)
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20 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.

Under Over 1 to Over Not interest 2019
1 year 5 years 5 years rate sensitive Total

$ $ $ $ $
Assets
Cash and cash equivalents 13,961,405 - - 447,810 14,409,215
  Effective interest rate 1.05%
Accounts receivable - - - 66,989 66,989
Investments 31,528,291 40,540 - 272,629 31,841,460
   Effective interest rate 1.57% 4.69%
Loans and mortgages 140,544,383 25,424,302 1,163,000 (2,528,099) 164,603,586
  Effective interest rate 5.29% 3.65% 3.69%
Prepaid expenses and other - - - 95,315 95,315
Property and equipment - - - 2,908,165 2,908,165
Deferred income tax - - - 146,000 146,000

Total assets 186,034,079 25,464,842 1,163,000 1,408,809 214,070,730

Liabilities and surplus
Member deposits 114,291,199 26,901,100 - 55,722,200 196,914,499
  Effective interest rate 1.14% 2.33%
Accrued liabilities - - - 1,929,932 1,929,932
Income taxes payable - - - 110,484 110,484
Other liabilities - - - 493,775 493,775
Undistributed earnings - - - 14,622,040 14,622,040

Total liabilities and surplus 114,291,199 26,901,100 - 72,878,431 214,070,730

Interest rate sensitivity gap 71,742,880 (1,436,258) 1,163,000 (71,469,622) -

(36)
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Under Over 1 to Over Not interest 2018
1 year 5 years 5 years rate sensitive Total

$ $ $ $ $
Assets
Cash and equivalents 9,761,137 - - - 9,761,137
  Effective interest rate 0.44%
Accounts receivable - - - 52,634 52,634
Investments 17,875,944 40,540 - 255,930 18,172,414
   Effective interest rate 1.45% 4.69%
Loans and mortgages 134,404,508 21,835,048 - - 156,239,556
  Effective interest rate 5.42% 4.03%
Prepaid expenses and other - - - 134,816 134,816
Property and equipment - - - 1,785,413 1,785,413
Deferred income tax - - - 84,000 84,000

Total assets 162,041,589 21,875,588 - 2,312,793 186,229,970

Liabilities and surplus
Member deposits 123,034,350 47,626,210 - - 170,660,560
  Effective interest rate 0.48% 1.51%
Accrued liabilities - - - 1,789,061 1,789,061
Income taxes payable - - - 304,316 304,316
Other liabilities - - - 696,380 696,380

Undistributed earnings - - - 12,779,653 12,779,653

Total liabilities and surplus 123,034,350 47,626,210 - 15,569,410 186,229,970

Interest rate sensitivity gap 39,007,239 (25,750,622) - (13,256,617) -

As at December 31, 2019, the Credit Union's net interest spread was 3.76% (2018 - 3.75%).  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 year-
end interest bearing liabilities.

(37)
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Denise Forsyth
Member Services

“We listen and provide honest advice 
to help our members do more with 
their money.”  



TIGNISH

www.tignishcreditu.com

284 Business Street
Tignish, PE
C0B 2B0

566 Main Street
Alberton, PE 
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