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New for 2013 was the Relay For Life
Dream Team, where a team of 9 notable
citizens from all across the Island came
together to inspire and encourage
other teams to achieve new fundraising
heights. Each team member had a
goal of $5,000. Alfred Arsenault, CEO
of Évangéline-Central Credit Union,
represented PEI Credit Unions on the
Dream Team and through The Drop,
was able to raise over $8,500 towards
the fight against cancer.
Pictured left: Alfred Arsenault presents Lori
Barker, Executive Director of the Canadian
Cancer Society - PEI Division, with a cheque
for $8,538.20 as a result of The Drop
fundraiser.

Since 2007, credit unions on PEI have been the
proud provincial event sponsor for the

Canadian Cancer Society’s Relay For Life.
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Kate Ryan, the Youth Coordinator for
the Provincial Marketing Department,
stands in front of the Credit Union
branded 2014 Mazda CX-5 known as the
YuMob. You will see Kate and the YuMob
in your community as part of the Youth
Engagement Strategy all eight PEI credit
unions are a part of.
The Provincial Marketing Department,
effective October 1st 2013, is the new
approach to marketing for PEI credit
unions. The objective of the department is
to consolidate all marketing activities into
a central department to increase access
to resources, increase consistency across
the province, and gain better economies
of scale for media.
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FIRST in Customer Service
For the ninth year in a row, an independent survey of Canadians ranked credit unions FIRST in overall quality of customer
service among all financial institutions.*
We ranked ahead of all other financial institutions in the following categories:
• Customer Service Excellence
• Values My Business
• Branch Service Excellence
Credit unions also tied for first in the following categories:
• Financial Planning & Advice
• Telephone Banking Excellence
* Ipsos 2013 Best Banking Awards are based on ongoing quarterly Customer Service Index (CSI) survey results.
The sample source for CSI is from the Ipsos Online Global Opinion Panel for Canada, using online data collection.
Sample size for the total 2013 CSI program year ended August 2013 was 45,875 completed surveys yielding
69,268 financial institution ratings. The sample is representative of the general household population based
on Statistics Canada census data.

Michael Gaudet

Clifford Doucette

Board of
Directors

Janet Hackett

Walter Callaghan
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Our Mission
“The mission of Tignish Credit Union is to provide competitive financial
services tailored to meet the needs of our owners and their communities.
We pride ourselves in directing the organization we control and in the
equality of services provided.
Tignish Credit Union is a community-minded co-operative that helps build
through its involvement, its leadership, and the retention of financial
resources in the community.”
Lary Drouin

Brenda Doyle

Jackie Arsenault
Robert Carruthers
Ann Marie McInnis
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Union Staff
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Report of the Board of Directors
It is my pleasure to report to you on behalf of the Board of Directors of
Tignish Credit Union, for the year ending September 30, 2013.
Your credit union continues to enjoy favorable growth, with our assets now
at $130,000,000. The board is pleased to declare a share dividend rate of
1.50%, which remains a very competitive rate in today’s marketplace.
As financial co-operatives, credit unions throughout the world operate
from the common philosophy of (1) democratic structure, (2) service to
members, and (3) social goals. This common thread sets our financial
system apart from others within the international marketplace. Tignish
Credit Union strives to be a key player within the community, a provider
of top rate financial products and services, a responsible corporate citizen,
and a significant employer.
The Board remains ultimately responsible to the owners for the success
of the Credit Union. Through the by-laws it is given the authority and
responsibility to make decisions on behalf of owners. From the year-end
reports presented, owners are able to judge whether or not the Board
controlled the business successfully within its authority and responsibility.
Your Board holds regular monthly meetings, as well as, committee and
other meetings. We review how our General Manager, who is the only
employee of the Board, is managing the day to day business in line with
our strategic plan. When Neil Davison accepted a General Manager
position with a credit union in the Calgary area, our General Manager took
the opportunity to reorganize his management team. With assistance of
Atlantic Central consultants, all job profiles were reviewed and standardized
to be similar to other Atlantic credit unions. Much work continues to be
done so employees are even better prepared to assist members with your
needs and to help facilitate your financial success. I want to recognize
Arlene Hackett, John McArthur, Donna MacKay and Laura Perry who have
taken on increased responsibilities. They along with John Chisholm and
Coralee Stewart in our Alberton branch play important roles in supervision.
Jackie Arsenault and I represented our credit union at the Atlantic Central
AGM in Halifax this year along with Neil Davison from Management. I
also attended the semi-annual meeting in Halifax last fall along with Arlene
Hackett from Management. Our Manager, Louis was also present at
these meetings representing the credit union but also as a member of the
Atlantic Central Board.

Larry Drouin
President
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Manager, Louis, keeps the board up to date on all products, services and other issues both on a provincial and
national level. PEI Credit Unions are working together to implement a youth strategy to better align our products
and services to our young people. This has involved hiring a youth ambassador who will work directly with youth.
We have combined our provincial marketing efforts to make better use of the dollars that each is spending to
organize programs that will assist all areas of our province. Measures are also being taken to try to align as many
services as possible between our credit unions so you can receive similar service regardless of which office you are in.
PEI Credit Unions are often held out as examples for working together.
The Credit Union recognizes and thanks Louis for his leadership and for the excellent staff that serves our owners. He
and they are a very big reason that our credit union is recognized for its success and why your credit union shows
the results of 2012-2013. In addition to the 1.5% dividend, the Board is declaring a $500,000 loan interest rebate
and a $100,000 deposit interest bonus. In total, more than $1.1 million is being returned directly to owners. It is
being distributed in this manner to assist borrowers during these slower economic times when prices for products
are deflated and to assist with the transition as social programs are changing. This is done because you, as owners,
should benefit from the extra income without the financial health of your credit union being put at risk. The financial
statements will be reviewed later in the agenda.
We want to recognize that our credit union is just one part of a large Provincial, National and International system
that allows the credit union to offer owners the strength and connectivity of a multinational organization. This
network of partners will continue to be important in the future as we see changes to the financial services industry.
Our Atlantic system is discussing ways that we as a region can better work together to provide cost effective services
to you as we recognize the need for changes that benefit our owners..
Tignish Credit Union continues to be active and supportive of organizations in the West Prince area. I would like to
recognize and thank the staff for giving their time to support different organizations. This year our credit union was
the winner of the prestigious Coady Award which is given annually to the credit union in Atlantic Canada that best
exemplifies leadership, support and involvement in its community. Most of you are aware of the major donation
made to our hospital to allow the upgrade of the X-Ray equipment.
The report in your booklet explains our involvement in more detail and hi-lights other assistance given. Please share
that report with other owners so they too can take pride in their organization.
Once again, your Credit Union has experienced a successful year. This success can be attributed to a number of
things or people. As noted earlier, the manager and staff including the Credential Financial Services (CFS) team has
contributed greatly to the success and the Board thanks them for the fine service they offer. All members of the
Board of Directors take their role very seriously and it has made the role of President a much easier one. As many are
aware, Jackie Arsenault is currently teaching in the far north and as such had to leave our Board in August. With the
nearness of the annual meeting, it was decided not to appoint someone in her place on the Board but to allow you
to make that choice at this meeting. I want to recognize the contribution that Jackie made to our Board and credit
union during her three years of service and on your behalf wish her success in this new challenge.
The credit union exists because of its owners. It is successful when owners support it. Thank you for your support
this year and please be proud of your business.
Respectfully submitted,

Larry Drouin
President
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Manager’s Report
I want to review the financial statements with you to hi-light the changes or
items of significance and hopefully make the statements more than just a bunch
of numbers.

Tignish Credit Union
Growth Chart
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• Assets have reached $129.7 million level at year-end, which is growth of
$5.9 million or 4.8%.
• Loans increased by $2.6 million and are at 64% of assets. The Credit
Union has started assisting in financing some of the $34 million in
mortgages held with League Savings & Mortgage our partner to finance
homes in this area.
• Member Deposits grew by $5.9 million or 5.3% this year: Deposits are
at 91% of assets. Between direct deposit products and what is offered
through Sharon Gallant with Credential Financial Strategies, the credit
union can provide any investment option needed.
• The result of increased deposits with a lesser growth in loans means that
we have more liquidity with an increase in our Cash and equivalents
which actually means held on deposit with Atlantic Central.
• Undistributed Income increased by $208,000. This is the income
remaining after dividends, interest rebates and taxes for the year.
• There are decreases in both revenue and expenditures on the Income
statement. Part of that comes from decreases in both interest earned
and cost of capital however the main difference is CUCPEI Dividend
which we received last year. There are really no other significant
changes to income or expenses during the past year for a credit union
of our size.

Louis Shea
General Manager
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Tignish Credit Union
Member Deposits
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Demand
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The Board of Directors reviews certain areas each month at its meeting to ensure the credit union remains strong
Term and remains
financially and that is the case. The credit union has shown growth again. Equity has also increased
close to 7% and enough money has been set-aside in loan loss reserve to cover all identified risk while profitability,
before rebates and reserves, was 1% of assets. All these numbers are signs of the credit union’s strength.
R.R.S.P.
This allows your Board and Manager to return
extra earnings to the owners and that was the decision made. This
year it was agreed that owners could better use the monies rather than having it left in credit union equity. This is
possible because the equity has built up over the past number of years. This extra $600,000 represents just another
benefit of doing business with your own company and is in addition to the $520,061 paid in share dividends.

Tignish Credit Union

Credit Unions however are not resting on our laurels
and Loans
have actually spent a large amount of time this past year
Member
looking at what changes can be made to provide better service and reduce the cost of doing so. The next couple
of years will hopefully see us, as a region; implement some of those changes to the benefit of each member. I thank
Personal
you for recognizing the benefits of owning your own financial institution. It is your continued support that allows
Fishing & Farming
your credit union to offer competitive products and services and to support those things that are important to this
area and its residents.

Tignish Credit Union

Louis Shea
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Member Loans

General Manager
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Personal
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of Credit

Business

Mortgage
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Report of Community Involvement
The staff and Board of Directors of Tignish credit union continued to be strong supporters of our communities
this past year and this report will cover a few of the high-lights of that involvement.
Donations of just over $145,000.00 were made during the year. In the spring our credit union was approached
by the co-chairs of the HELP campaign which was a fundraising group established to raise funds for the
purchase of a new digital x-ray machine for the Western Hospital. Our board decided that this purchase was
very important to the people of this area as it would mean not having to travel to Charlottetown or off-island
to have x-rays taken. A donation of $100,000 was made and this donation gave us naming rights – that part
of the hospital is now called the “Credit Union Diagnostic Centre.” Congratulations to the HELP campaign
committee for doing a great job of fundraising and providing that much needed piece of equipment.
Donations throughout the year were given the same considerations as in the past. Decisions are 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. The Credit Union was a major sponsor for the Red Clay Blue Grass Festival,
The Irish Folk Festival, The Tuna Cup Challenge, Alberton Business Assn. Christmas Sponsorship and the Parade
Sponsor of the Prince County Exhibition. It also contributed to the St. Louis Bluegrass Festival, Irish Moss
Festival and the West Prince Music Festival.
The Credit Union continues to help local organizations such as minor hockey programs, volleyball, golf,
curling, & winter carnivals. Donations were made to the following: Tignish Medical Center, Huntington’s,
CNIB, Special Olympics, Canadian Mental Health, Cancer Society, Children’s Wish, Autism, Jr. Achievers and Big
Brothers-Big Sisters.
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 athletes who compete at a
National Level and has been very successful.
The Credit Unions of P.E.I. also continue to come together to sponsor larger events that affect all of P.E.I.
The Island Credit Unions were again this year, Provincial Event Sponsor for Relay for Life. In addition to
this monetary funding credit union employees volunteer to work bank nights in their local areas. Our staff
attended the Westisle bank nights along with staff from the credit union in O’Leary. We also participated in the
relay for life for the 7th year in a row. We had great staff participation this year with a large turnout to walk the
track and stay the night. Our team raised over $5,000.
The island Credit Unions are still in partnership with Ronald McDonald House. For anyone who doesn’t know
what Ronald McDonald House is, it provides accommodations for families that have a sick child at the IWK
Hospital. The island credit unions have agreed to pay the cost of staying at Ronald McDonald house for all its
members. This way they can concentrate on their sick child and have one less financial concern to deal with.
We also continued our partnership with the 3 other Prince County Credit Unions as the main sponsor for the
Prince County Hospital Festival of Lights Campaign.
Staff continued with our own fundraising efforts that have been ongoing for many years. From our casual day
Friday’s fund, in conjunction with Kids West, we were able to provide Xmas dinners and gifts for 4 families.
The second fundraiser is the IWK Fun Day in the Park. This fundraiser is a community effort. It was held on
Sunday, May 26th. Staff raised money by selling 50-50 tickets and also helped at the Fun Day by selling
tickets, barbequing and working in the canteen. This year this community raised over $8600.00 for the IWK
Children’s Hospital.
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Our weekly 50-50 draw is our largest fundraiser and continues to be a huge success. In keeping with the credit
union philosophy again, this money is given back to the communities in areas that benefit a large number of
people. In the past year, the following donations were made: $5,000 to Tignish & Alberton Minor Hockey
Associations, $1500 to Tignish and Alberton Figure Skating Clubs, $5,000 to each Fire Department – Alberton,
Tignish and Miminegash; $5,000 to both Tignish & Alberton rinks; $5000 to the West Prince Caring Cupboard,
$500 to each elementary school to help with their lunch programs, $3,000 to Westisle’s breakfast program,
$1,500 to Callaghan’s breakfast program, $4,000 to Relay for Life, $1,000 for the IWK, $2,000 to the Assn.
for Community Living, $5,000 each for repairs and upkeep to the ball diamonds in Tignish and Alberton, for
a total of $66,000. To date, over $400,000 has been donated to our communities through this draw with a
similar amount being won by individuals in our communities. Thank you to all those who take part in this
terrific fundraiser.
We continue to offer the school credit union program. The schools involved are Tignish, Alberton and St.
Louis Elementary and the French School. We also sponsored a fundraiser for our local Home and School
organizations which include St. Louis Elementary, Alberton Elementary, Tignish Elementary and M E Callaghan
Jr. High. Tickets were sold for prizes that we provided and over $6,500 were raised.
The credit union presented 4 x $1000 bursaries at Westisle again this year. Congratulations to the recipients
– Shania Ellsworth, Krista Lee Oliver, Hayden Pridham and Gina O’Rourke. Founder awards were presented to
graduating students from Tignish, St. Louis, Alberton Elementary and the French schools and M.E. Callaghan Jr.
High in addition to prize money given for other grades.
These are a few of the highlights of our donations and sponsorships and as you can see, our employees take
their role as contributors to our communities very seriously. Management provides the time and resources
to allow this to happen as it recognizes that as one of the largest businesses in our area, we have to set the
standard for others to follow. On your behalf, Board Chair, Larry and General Manager, Louis were very
honored at the annual meeting of Atlantic Central in April to accept the very prestigious Coady Award. The
Coady Award is given annually to the credit union best exemplifying it commitment to community support
and development. I hope this report helps outline why we were so deserving of that award and shows the
social side of the business that our staff and credit union have been involved in over the past year.
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Tignish Credit Union Wins Coady Award
Tignish Credit Union (Tignish and Alberton, PEI), was presented with the esteemed Coady Award for excellence in
community involvement on April 11, 2013, during the Atlantic Central Annual General Meeting, in Halifax NS.
The Coady Award is presented annually to honour the Atlantic credit union or caisse populaire that best exemplifies
leadership, support and involvement in its community. The award (originally known as the Merit Award) has been presented
annually since 1954, with the winner being selected by the Corporate Social Responsibility (CSR) Committee of Atlantic
Central’s Board.
The Coady Award is named after Dr. Moses Coady, a pioneer and key founder in the national cooperative movement who
encouraged his followers to strive for a meaningful economic democracy that would permit the higher social activities
of mankind. Credit unions reflect the values of Moses Coady by demonstrating their care for, and support of their local
communities through cooperative economic development, education, philanthropy and involvement.
Tignish Credit Union demonstrates a deep understanding of
the needs of their community through support in such areas as:
•

•

•

•

Staff dedication of both time and money for such causes
as Relay for Life, IWK Fun Day in the Park, a 50/50 draw
to raise money ( $70,000 annually) which is then donated
back to the community;
Offering $1,000 high school scholarships for members’
children, as well as prizes for elementary and junior high
school students who demonstrate leadership qualities in
school activities, and donating funds to school breakfast
programs ($6,000 in 2012);
Presentations to students on leadership qualities, the
Above left to right: John Gaventa, Director, Coady International Institute;
Larry Drouin, President, Tignish Credit Union; Louis Shea, General Manager,
history of co-operatives in the local economy, and
Tignish Credit Union; Dave MacLean, Board Chair, Atlantic Central
funding and financing businesses; and
Environmental sustainability – installing energy saving fixtures, installing water coolers to replace plastic water
bottles, using paper shredding systems to recycle used paper (full participants in the Island Waste Watch Program).

Credit Union Manager, Louis Shea said that it was an honour to accept the award with Board Chair, Larry Drouin on behalf
of the credit union staff and membership. “Our credit union has always recognized its role as a leader in the communities
that it serves,” he said, “and new employees quickly recognize that the job isn’t simply 9 to 5.” “Most donations that are
given either from the credit union corporately or the staff 50/50 and other funds go to organizations, whether it be sports,
education, health or the fire departments, that benefit most of our member/owners,” said Mr. Shea, “ Tignish Credit Union
is not resting on its laurels as it has pledged $100,000 to help purchase a digital x-ray machine for the Western Hospital
in Alberton and was again involved with both the IWK Fun Day in the Park and the Westisle Relay for Life. Committee
member, Irene Gallant, said that staff sold tickets for the 50/50 draw on behalf of the IWK and signed up to assist with the
many activities planned for that Sunday afternoon. “As soon as I posted the schedule on the bulletin board, my wonderful
co-workers were putting their name in some timeslot to help”, She said.
Mr. Shea explained that before credit unions even send in their nominations, they knows what many of the credit unions
are doing to help their local communities and do so without great expectations of winning but they submit them anyway
to recognize what their credit union and its employees have done. “As I sat there that evening and listened as they read off
the list of projects from credit unions for example LaHave River Credit Union (Bridgewater, NS) who received honourable
mention this year after recently receiving the 2013 Nova Scotia Provincial Small Business Volunteer Award as well as other
credit unions across Atlantic Canada, I knew whichever credit union was chosen would be worthy,” he said. “And when
they read, ‘and the winner is Tignish Credit Union Ltd,’ I just wished that every employee could have been sitting
there with me to hear it.”
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October 30, 2013
Independent Auditor's Report
To the Members of
Tignish Credit Union Ltd.
We have audited the accompanying financial statements of Tignish Credit Union Ltd., which comprise the
statement of financial position as at September 30, 2013, and the statements of comprehensive income,
changes in members' equity and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Canadian generally accepted auditing standards. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Tignish Credit Union Ltd. as at September 30, 2013, and the results of its operations and its cash flows for
the year then ended in accordance with International Financial Reporting Standards.

Chartered Accountants

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

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

Assets

Cash and equivalents
Loans and mortgages (notes 7 and 18)
Prepaid expenses and other (notes 7 and 8)
Income
Assets taxes receivable
Property
equipment (note 9)
Cash andand
equivalents
Investments
(note
10) (notes 7 and 18)
Loans and mortgages
Deferred
income
taxes
(note(notes
14) 7 and 8)
Prepaid expenses and other
Income taxes receivable
Property and equipment (note 9)
Investments (note 10)
Liabilities
Deferred income taxes (note 14)
Member deposits (notes 7, 11 and 13)
Accrued interest payable
Other liabilities
Income taxes payable
Liabilities
Member deposits (notes 7, 11 and 13)
Accrued interest payable
Other liabilities
Members'
Income taxes Equity
payable

Undistributed income

Members' Equity
Undistributed income

2013
$

2012
$

34,751,427
2013
84,222,223$
243,929
1,144,340
34,751,427
9,402,562
84,222,223
89,000
243,929
129,853,481
1,144,340
9,402,562
89,000
118,558,285
1,608,812
129,853,481
696,958
20,699
118,558,285
120,884,754
1,608,812
696,958
20,699
8,968,727
120,884,754
129,853,481

31,297,063
2012
81,735,735$
318,612
11,247
1,219,008
31,297,063
9,177,036
81,735,735
87,200
318,612
11,247
123,845,901
1,219,008
9,177,036
87,200
112,579,985
2,077,274
123,845,901
475,222
112,579,985
115,132,481
2,077,274
475,222
8,713,420
115,132,481
123,845,901

8,968,727

8,713,420

129,853,481

123,845,901

Approved by the Board of Directors
_____________________________ Director
Approved by the Board of Directors

_____________________________ Director
(2)

_____________________________ Director

_____________________________ Director
(2)

TIGNISH CREDIT UNION • 2013 ANNUAL REPORT

17

Tignish Credit Union Ltd.

Statement of Changes in Members' Equity
For the year ended September 30, 2013

Undistributed income - Beginning of year
Net earnings for the year

Undistributed income - End of year

(3)

2013
$

2012
$

8,713,420

8,168,752

255,307

544,668

8,968,727

8,713,420
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Tignish Credit Union Ltd.

Statement of Comprehensive Income

For the year ended September 30, 2013

Revenue

Loan interest (note 18)
Investment
CUCPEI dividend
Service fees
Commissions
Other income

Expenses

Staff (note 16)
Premises
Insurance
Office
Service fees
General
Cost of capital
Amortization

Operating earnings
Other expense

Share dividends
Provision for loan losses (note 7)
Loan interest rebate
Interest bonus on savings

Provision for (recovery of) income taxes
Current (note 14)
Deferred income taxes (note 14)

Net earnings for the year

(4)

2013
$

2012
$

5,093,964
486,376
499,018
785,341
56,943

5,497,099
384,499
534,123
433,560
772,119
61,859

6,921,642

7,683,259

2,009,114
150,813
198,461
131,313
937,493
442,990
1,200,882
78,900

1,894,116
159,032
250,409
158,016
885,631
506,272
1,290,073
93,366

5,149,966

5,236,915

1,771,676

2,446,344

520,061
388,626
500,000
100,000

640,772
295,445
600,000
300,000

1,508,687

1,836,217

262,989

610,127

9,482
(1,800)

59,959
5,500

7,682

65,459

255,307

544,668
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Tignish Credit Union Ltd.
Statement of Cash Flows

For the year ended September 30, 2013

Cash provided by (used in)
Operating activities

Net earnings for the year
Items not affecting cash
Amortization
Deferred income taxes (recovery)
Provision for loan losses

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

Investing activities

Purchase of property and equipment
Increase in investments

Increase in cash and cash equivalents

2013
$

2012
$

255,307

544,668

78,900
(1,800)
388,626

93,366
5,500
295,445

721,033

938,979

(2,875,114)
74,683
11,247
5,978,300
(468,462)
221,736
20,699

875,400
(135,639)
(11,247)
7,126,214
436,499
(1,029,374)
(84,311)

3,684,122

8,116,521

(4,232)
(225,526)

(153,833)
(15,887)

(229,758)

(169,720)

3,454,364

7,946,801

Cash and cash equivalents - Beginning of year

31,297,063

23,350,262

Cash and cash equivalents - End of year

34,751,427

31,297,063

5,669,786
1,244,894
5,218
640,772
82,455
59,991

6,325,375
1,382,673
69,768
589,227
155,517

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

(5)
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Tignish Credit Union Ltd.
Notes to Financial Statements
September 30, 2013
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 October 30, 2013.
(b) Basis of measurement
These financial statements have been presented on the historical cost basis except for certain financial
instruments as indicated in note 3.
(c) Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the Credit Union’s functional
currency.
(d) Use of estimates and judgments
The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, revenue and
expenses during the period. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results could differ from those estimates. Estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimates are revised and in any future periods affected.
The judgments that have the most significant effect on the amounts recognized in the financial statements
are detailed in note 4.

(6)
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3

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

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


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

(7)
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Held to maturity investments
Held to maturity investments are non-derivative assets with fixed or determinable payments and
fixed maturity that the Credit Union has the positive intent and ability to hold to maturity, and
which are not designated as at FVTPL or as available for sale.
Held to maturity investments are carried at amortized cost using the effective interest method.
A sale or reclassification of a more than insignificant amount of held to maturity investments
would result in the reclassification of all held to maturity investments as available for sale, and
would prevent the Credit Union from classifying investment securities as held to maturity for
the current and the following two financial years. However sales and reclassifications in any of
the following circumstances would not trigger a reclassification:


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



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



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

Assets in this category include investments in term deposits.


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

(8)
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Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Loans and receivables are recorded at fair value on
initial recognition and subsequently at amortized cost using the effective interest method.
Assets in this category include loans and mortgages.



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

ii)

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


Financial assets classified as loans and receivables
For the purposes of individual evaluation of impairment, the amount of the impairment loss on
a loan or receivable is measured as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognized in the statement of comprehensive
income. The calculation of the carrying value reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is
probable.

(9)
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For the purposes of a collective evaluation of impairment, financial assets are categorized on
the basis of similar credit risk characteristics. Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by being indicative of the
counterparties’ ability to pay all amounts due according to contractual terms of the assets being
evaluated. Future cash flows in a group of financial assets that are collectively evaluated for
impairment are estimated on the basis of historical loss experience for assets with credit risk
characteristics similar to those in the group.
The methodology and assumptions used for estimating future cash flows are reviewed regularly
by the Credit Union to reduce any differences between loss estimates and actual loss
experience. When a loan is uncollectible, it is written off after all the necessary procedures
have been completed and the amount of loss has been determined. If, in a subsequent period,
the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment
loss is reversed by adjusting the allowance account. The amount of the reversal is recognized
in the statement of comprehensive income in provision for loan loss expense.
Loans that were past due and either subject to collective impairment assessment or are
individually significant and whose terms have been renegotiated are no longer considered to be
past due but are treated as new loans. In subsequent years, if the loan becomes past due, this
will be disclosed only if renegotiated again.


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

(c) Cash and equivalents
Cash and equivalents include cash on hand, deposits held with banks, and other short-term highly liquid
investments with original maturities of three months or less.
(d) 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.

(10)
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(e) 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.
Land is not depreciated. Depreciation is calculated using the declining balance method at the following
annual rates:
Buildings
Furniture, equipment and computers
Pavement

4%, 5%, 10%
20%, 30%, 45%, 55%
8%

Leasehold improvements are amortized using the straight-line method over 16 years.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount. The recoverable amount is the higher of the
asset’s fair value less costs to sell and value in use. No property and equipment were identified as
impaired as at September 30, 2013.
Gains and losses on disposals of property and equipment are determined by comparing the proceeds to
the net book value of the asset and are presented as a gain or loss on disposal in the statement of
comprehensive income.
(f) Revenue recognition
i)

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

ii)

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

(11)
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iii) Service fees
Service fees are recognized on an accrual basis in accordance with the service agreement.
iv) Commissions
Commissions income is recognized when the event creating the commission takes place.
(g) Income taxes
Income tax expense comprises current and deferred tax. Income tax is recognized in the statement of
comprehensive income except to the extent that it relates to items recognized directly to equity.
i)

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

ii)

Deferred income tax
Deferred 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.

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

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

ii)

Has significant influence over the Credit Union, participating in financial and operating policy
decisions, but not control over these policies; or

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.
(12)
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(i)

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

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

4

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

(13)
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(c) Fair value of financial instruments
The fair values of financial instruments where no active market exists or where quoted prices are not
otherwise available are determined by using specific valuation techniques. In these cases, the fair values
are estimated from observable data in respect of similar financial instruments. Where market observable
data inputs are not available, they are estimated based on appropriate assumptions. Where valuation
techniques are used to determine fair values, they are validated and periodically reviewed by
management.
For investments in co-operatives and credit unions, consideration was given as to whether or not par
value was equal to redemption value and whether the co-operative or credit union had the right to redeem
those shares at their discretion. To the extent that the redemption value of those shares is equal to their
par value, then these shares will also be designated as AFS at fair value with fair value equal to (or in the
case of potential impairment, less than) par value. In certain cases, the fair value of co-operative or credit
union investments exceeds par value when applying a discounted cash flow method of valuation and
using market rates of return for similar investments available in public markets. Despite fair value
exceeding par value, these investments are reported at par value on the basis that they are not liquid
investments and have a limited number of potential purchasers. Where fair value cannot be reliably
measured, these investments are recorded at cost.
(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.

5

Risk management
The Credit Union’s principal business activities result in a statement of financial position that consists
primarily of financial instruments. The principal financial risks that arise from transacting financial
instruments include credit, liquidity, market 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.

(14)
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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.
The Credit Union’s maximum exposure to credit risk at the reporting date was:
2013
$
Cash and equivalents
Loans and mortgages
Investments

2012
$

34,751,427
84,222,223
9,402,562

31,297,063
81,735,735
9,177,036

128,376,212

122,209,834

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

(15)
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Exposure to liquidity risk:
The key measure used by the Credit Union for managing liquidity risk is the ratio of liquid assets to
deposits. For this purpose, liquid assets may comprise of the following:
2013
2012
$
$
34,751,427

Cash and equivalents

31,297,063

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

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

Over 1 to
5 years
$

September 30,
2013
Total
$

51,551,388
39,973,201
1,608,812
696,958
20,699

27,033,696
-

-

78,585,084
39,973,201
1,608,812
696,958
20,699

93,851,058

27,033,696

-

120,884,754

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

Over
5 years
$

Over 1 to
5 years
$

Over
5 years
$

September 30,
2012
Total
$

50,709,198
37,126,287
2,077,274
475,222

24,744,500
-

-

75,453,698
37,126,287
2,077,274
475,222

90,387,981

24,744,500

-

115,132,481

The Credit Union expects that many members will not request repayment on the earliest date the Credit
Union could be required to pay.

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

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

Net interest
income
change
2013
$

Net interest
income
change
2012
$

74,900
(61,600)

116,786
(321,634)

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

(17)
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(f) Capital management
The primary objective of the Credit Union's capital management is to ensure that it maintains a healthy
financial position in order to support its business. The Credit Union manages its capital structure and
makes changes to it in light of changes in economic conditions.
The Credit Union has agreed to maintain an equity level equal to 5% of the total assets.
In accordance with the recommendations of the Canadian Institute of Chartered Accountants related to
the financial statement presentation of financial instruments, the ownership shares are presented in the
balance sheet as financial liabilities. At September 30, 2013, the equity level for regulatory purposes is
as follows:
2013
2012
$
$
Ownership shares (note 13)
Members' equity

40,690
8,968,727

43,445
8,713,420

Total regulatory equity

9,009,417

8,756,865

129,853,481

123,845,901

Total assets
Equity level

6.9%
#

Opening, October 1
Issued
Redeemed
Closing, September 30

(18)

7.0%
2013
$

8,689
2,003
(2,554)

43,445
10,015
(12,770)

8,138

40,690
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6

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

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

Liabilities carried at amortized cost
Member deposits
Accrued interest payable
Other liabilities

Fair
value
$

September 30, 2012
Carrying
amount
$

Fair
value
$

34,751,427

34,751,427

31,297,063

31,297,063

7,540,557

7,540,557

7,371,421

7,371,421

42,291,984

42,291,984

38,668,484

38,668,484

84,222,223

84,222,223

81,735,735

81,735,735

1,862,005

1,862,005

1,805,615

1,805,615

86,084,228

86,084,228

83,541,350

83,541,350

118,558,285
1,608,812
696,958

118,558,285
1,608,812
696,958

112,579,985
2,077,274
475,222

112,579,985
2,077,274
475,222

120,864,055

120,864,055

115,132,481

115,132,481

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

Loans and mortgages
(a) Summary

2012

Impaired
Loans
$
(included
in total)

Specific
Provision
$

Net
$

Net
$

30,882,250
13,643,524
8,105,249
13,481,326
16,905,821
1,678,356
827,976

458,179
3,500,873
317,874
157,778
1,121,021
84,301

173,280
869,982
53,803
120,913
84,301

30,708,970
12,773,542
8,051,446
13,481,326
16,784,908
1,678,356
743,675

33,108,911
11,352,325
5,658,954
13,483,858
17,233,789
897,898

85,524,502

5,640,026

1,302,279

84,222,223

81,735,735

Total
$

Personal
Business
Mortgages
Lines of credit and overdrafts
Farming and fishing
League Savings and Mortgage
Accrued loan interest

2013

Mortgages and loans
Mortgage loans are secured by realty mortgages with interest rates of 3.6% - 8.0% (2012 - 4.75% - 7.5%).
Loans are priced at market rates unless circumstances warrant special considerations. The interest rates range
from 3.0% - 18.0% (2012 - 2.0% - 13.5%) on personal, business, farming and fishing loans and 0% - 21%
(2012 - 0% - 21%) on lines of credit and overdrafts. The loans are secured by an assignment of specific call
deposits and share capital of the borrower and other specific assigned securities.
The Credit Union's prime lending rate
The Credit Union's prime lending rate is set by the Board based on the prime interest rate of chartered banks
in Canada. The rate as at September 30, 2013 was 3.0% (2012 - 3.0%).
(b) Continuity of allowance for impaired loans
$
Balance - September 30, 2012

1,015,006

Increase in allowance for 2013
Amounts written off during the year
Recoveries of loans previously written off

388,626
(134,444)
33,091

Balance - September 30, 2013

1,302,279

(20)
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(c) Members' loans past due but not impaired
A loan is considered past due when a counterparty has not made a payment by the contractual due date.
The following table presents the carrying value of loans that are past due but not classified as impaired:
$
2,299,368
1,122,132

September 30, 2013
September 30, 2012
(d) Foreclosed properties

During the year, the Credit Union foreclosed on a mortgage totaling $50,918 (2012 - $135,000).
Expenses related to the upkeep of the foreclosed properties have been added to the cost of the properties
and it is management's expectation that the foreclosed properties will be sold in the near future. At
September 30, 2013, the Credit Union has $101,665 in foreclosed properties that are included in prepaid
expenses and other on the Statement of Financial Position.

8

Prepaid expenses and other

2013

2012

109,409
32,855
101,665

141,060
28,518
149,034

243,929

318,612

$

Prepaid expenses
Accrued investment interest receivable
Assets held for sale

9

Property and equipment

$

Cost
Balance - Beginning of
year
Additions

Land
$

Buildings
$

Furniture,
equipment
and computer
$

231,058
-

1,342,846
-

709,742
4,232

120,294
-

40,388
-

2,444,328
4,232

Balance - End of year

231,058

1,342,846

713,974

120,294

40,388

2,448,560

Accumulated amortization
Balance - Beginning of
year
Current year amortization

-

593,167
33,894

549,429
36,717

48,060
5,765

34,664
2,524

1,225,320
78,900

Balance - End of year

-

627,061

586,146

53,825

37,188

1,304,220

231,058
231,058

749,679
715,785

160,313
127,828

72,234
66,469

5,724
3,200

1,219,008
1,144,340

Carrying value
September 30, 2012
September 30, 2013

(21)

Pavement
$

Leasehold
improvements
$

Total
$
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10 Investments

2013

2012

Fair value through profit or loss:
Liquidity reserve deposit

7,540,557

7,371,421

Available for sale:
Atlantic Central shares
League Data shares
League Savings & Mortgage shares
Co-operative membership
7730543 Canada Inc. shares

1,564,170
38,010
255,930
2,530
1,365

1,507,780
38,010
255,930
2,530
1,365

Total investments

9,402,562

9,177,036

$

$

Financial assets

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 5b). The deposit bears interest
at a variable rate.
No market exists for the available for sale share investments. Certain of the available for sale share
investments may be surrendered on withdrawal from membership for proceeds equal to the paid-in value.

11 Member deposits

Ownership shares and share accounts (note 13)
Savings and Plan 24
Chequing accounts
Term deposits
RRSP and RRIF

2013
$

2012
$

39,973,201
8,117,683
25,274,068
12,264,776
32,928,557

37,126,287
8,545,510
22,720,262
12,556,239
31,631,687

118,558,285

112,579,985

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 2013 was 1.5% (2012 - 2.0%) based on the
average minimum monthly share account balance throughout the year.
Savings and Plan 24 are deposits on a call basis that pay the account holders a variable rate of interest ranging
from 0.1% - 1.25% (2012 - 0.1% - 1.25%) and 0.25% - 1.0% (2012 - 0.25% - 1.0%), respectively.
Chequing accounts are held on a call basis and pay the account holders interest at the Credit Union's stated
rates.
(22)
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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% - 4.85% (2012 - 0% - 5.1%)
RRSP and RRIF
Concentra Financial is the trustee for the registered savings plans offered to owners. Under an agreement
with the trust company, owner'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 owners, 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.

12 Contingent liability

Outstanding guarantees on behalf of members

2013
$

2012
$

200,000

400,000

13 Share accounts
Unlimited membership shares, are available for issuance with a par value of $5 each. These shares are nontransferable, 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.

(23)

TIGNISH CREDIT UNION • 2013 ANNUAL REPORT

38

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

14 Income taxes
(a) Tax rate reconciliation

Income before income taxes
Taxes at statutory rates - 31% (2012 - 31.38%)
Impact of the 17.245% (2012 - 19.38%) small business
deduction - current tax
Permanent differences and other
Impact of change in small business deduction deferred income tax
Impact of non-taxable dividends

2013
$

2012
$

262,989

610,127

81,527

191,458

(45,352)
811

(96,885)
(7,221)

(22,767)
(6,537)

(21,893)

7,682

65,459

(b) Deferred income taxes
Deferred income taxes are calculated on all temporary differences under the liability method using an
effective tax rate of 15.5% (2012 - 12.0%), as follows:
2013
$

2012
$

Balance - Beginning of year
Comprehensive income statement expense (recovery)

87,200
1,800

92,700
(5,500)

Balance - End of year

89,000

87,200

2013
$

2012
$

9,650
20,200
59,150

6,830
49,987
30,383

89,000

87,200

Deferred income tax assets are attributable to the following items:

Deferred income tax assets
Property and equipment
Allowance for impaired loans
Retirement allowance

15 Line of credit availability
In 2013, the Credit Union had an approved line of credit with Atlantic Central of $10,000,000. As of
September 30, 2013, the line of credit was not being utilized.
(24)
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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 $67,288 (2012 - $67,284) 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, branch managers, commercial and
personal loan managers and manager of member services. Compensation awarded to key management
included:
(a) Key management, excluding directors

Salaries and short-term employee benefits
Accrued retirement benefit obligations

2013
$

2012
$

449,430
76,131

458,538
22,927

2013
$

2012
$

4,200
4,831

4,875
8,378

2013
$

2012
$

(b) Directors' remuneration

Honorariums
Payment for expenses while on credit union business
(c) Loans to directors and key management personnel

Loans outstanding - Beginning of year
Add: loans issued during the year
Less: loan repayments during the year
transfers out of Directors

325,330
285,735
(46,287)
-

280,155
381,756
(252,368)
(84,213)

Loans outstanding - End of year

564,778

325,330

15,146

14,027

Interest income earned

No provisions have been recognized in respect of loans given to key management nil (2012 - nil). The
loans issued to directors and key management personnel and close family members during the year of
$285,735 are repayable over 5 - 20 years and have interest rates ranging from 5.7% to 7.0% (2012 6.75% to 7.0%).

(25)
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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 $3,083,896 (2012 - $2,851,516) in loans to 7730543 Canada Inc.
The loans to 7730543 Canada Inc. bear interest at 1% with no set terms of repayment.
Included in loan interest is $28,762 (2012 - $15,285) of interest income and $42,308 (2012 - $64,550) of
dividend income received from 7730543 Canada Inc.
The Credit Union is a shareholder in 7730543 Canada Inc.

(26)
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19 Interest rate sensitivity
The following table sets out assets and liabilities on the earlier of contractual maturity or repricing date. Use
of the table to derive information about the company's interest rate risk position is limited by the fact that
certain borrowers may choose to terminate their financial instruments at a date earlier than contractual
maturity or repricing dates. For example, notes receivable are shown at contractual maturity but certain notes
could prepay earlier.

Assets
Cash and equivalents
Current accounts
Effective interest rate
Investments
Effective interest rate
Loans and mortgages
Effective interest rate
Prepaid expenses and other
Property and equipment
Deferred income tax
Total assets

Under
1 year
$
33,252,147
0.96%
9,402,562
1.46%
79,578,256
5.87%
122,232,965

Over 1 to
5 years
$

Over
5 years
$

Not interest
rate sensitive
$

2013
Total
$

-

-

1,499,280
-

1,499,280
33,252,147

-

-

-

9,402,562

3,815,991
4.44%
-

-

827,976

84,222,223

-

243,929
1,144,340
89,000

243,929
1,144,340
89,000

3,815,991

-

3,804,525

129,853,481

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

91,524,589
1.09%
-

27,033,696
2.56%
-

-

-

118,558,285

-

1,608,812
20,699
696,958
8,968,727

1,608,812
20,699
696,958
8,968,727

Total liabilities and surplus

91,524,589

27,033,696

-

11,295,196

129,853,481

Interest rate sensitivity gap

30,708,376

(23,217,705)

-

(7,490,671)

(27)
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Assets
Cash and equivalents
Current accounts
Effective interest rate
Investments
Effective interest rate
Loans and mortgages
Effective interest rate
Deferred income tax
Income taxes receivable
Prepaid expenses and other
Property and equipment
Total assets
Liabilities and surplus
Member deposits
Effective interest rate
Accrued interest payable
Other liabilities
Undistributed earnings

Under
1 year
$
29,946,923
0.93%
9,177,036
1.38%
79,939,352
6.55%
119,063,311
87,835,485
1.48%
-

Over 1 to
5 years
$

Over
5 years
$

2012

Not interest
rate sensitive
$

Total
$

-

-

1,350,140
-

1,350,140
29,946,923

-

-

-

9,177,036

898,485
5.47%
-

-

897,898

81,735,735

-

87,200
11,247
318,612
1,219,008

87,200
11,247
318,612
1,219,008

898,485

-

3,884,105

123,845,901

-

-

112,579,985

-

2,077,274
475,222

2,077,274
475,222

24,744,500
2.82%
-

-

-

-

8,713,420

8,713,420

Total liabilities and surplus

87,835,485

24,744,500

-

11,265,916

123,845,901

Interest rate sensitivity gap

31,227,826

(23,846,015)

-

(7,381,811)

-

As at September 30, 2013, the Credit Union's net interest spread was 3.44% (2012 - 3.86%). The net interest
spread is calculated by expressing the difference between (a) the percentage of income earned on the average
year-end interest bearing assets and (b) the percentage of costs of capital and borrowings on the average yearend interest bearing liabilities.

20 Commitment
The Credit Union has lines of credit, loans and mortgages approved but not dispersed as at September 30,
2013 amounting to $6,390,585 (2012 - $14,745,030).

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

(28)
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Credential Financial Strategies Report
This past year has been one of the most successful years we have ever had at Credential.
That being said, I know we have become busier because Tignish Credit Union Members, like
yourself, are becoming more aware of the services that are available to you at no cost.
Services that are provided for you are:
Estate Planning				Retirement Planning
Life Insurance				RESP
Mutual Funds				
Segregated Mutual Funds
Investment Planning			RRSP
Group RRSP Plans for Businesses		
Group Health Plans for Businesses
These are just a few of our services that we would like to help you with. Whatever your
Financial Needs are, we can help you with those needs.
To get you thinking about your Financial Needs and how we can help you, here is a word
search puzzle.

Sharon Gallant
Credential Financial Strategies
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Executor			Save		Planning		Estate		Life Insurance
Money			Advice		Financial		Will		Retirement
Credential		Future		RRSP		RESP		Free Service
Portfolio			Mutual Funds
Investments
Goals		Wealth
Health Care Directive
Group RRSP
Member
Pension
My Assistant, Raeanne Gallant, and myself are asking you to give us a call if we can help you
with your Financial Planning Needs. You can reach us at (902) 853-6020
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We are making
happen
with REPORT
the
Adopt-a-Room sponsorship at
Ronald McDonald House® Atlantic Canada.

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

