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Kilkeel Credit Union Limited
Annual Report and Financial Statements
for the year ended 30 September 2020

Statement of Directors’ Responsibilities

The Credit Unions (Northern Ireland) Order 1985 and amendments thereto require the directors to prepare
financial statements for each financial year which give a true and fair view of the State of Affairs of the Credit
Union and the Income and Expenditure Account of the Credit Union for that period. In preparing those
financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

» make judgements and estimates that are reasonable and prudent;

= prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Credit Union will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Credit Union and to enable them to ensure that the financial
statements are prepared in accordance with applicable law in Northern Ireland and UK Generally Accepted
Accounting Practice, including the standards issued by the Financial Reporting Council, and in particular
FRS102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”. They are
responsible for safeguarding the assets of the Credit Union and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Post Balance Sheet events

The Coronavirus (COVID-19) outbreak has affected the operation of the company. Like all companies in the
financial services sector, Kilkeel Credit Union Ltd has had to make changes to the way it operates and
provides services to its members. The potential economic slow-down as a result of the restrictions imposed
by government may in the short to medium term result in members struggling to repay their loans. In the
opinion of the directors, Kilkeel Credit Union Ltd has adequate provisions in place and has built up strong
capital reserves over the years to absorb any potential future impairment losses. The directors believe that
Kilkeel Credit Union Ltd.'s trading activities and profitability will not be materially affected as a resuit.

On behalf of the Board of Directors

President : Anna Carroll A\/m P &. nfé[/

Treasurer: Margaret Cunningham ) _C‘?.UWQ'\.QM

N
Secretary: Shelagh Murphy me..fl /M,.,.M_.L.,J
“ ]

Date: 29 October 2020
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Independent Auditors’ Report
to the Members of Kilkeel Credit Union Limited

Opinion

We have audited the financial statements of Kilkeel Credit Union Limited for the year ended 30th September 2020, which
comprise the Income and Expenditure Account, the Balance Sheet, the Statement of Changes in Reserves, the Cash Flow
Statement and notes to the financial statements including a summary of significant accounting policies. The financial reporting
framework that has been applied in their presentation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (United
Kingdom Generally Accepted Accounting Practice

In our opinion, the financial statements in all material respects:

e give a true and fair view of the state of the Credit Union's affairs as at 30th September 2020 and of its income and
expenditure and cash flows for the year then ended;

e have been properly prepared in accordance with FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland, issued by the Financial Reporting Council; and

« have been prepared in accordance with the requirements of the Credit Unions (Northern Ireland} Order 1985.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements section of our report. We are independent of the Credit Union in accordance with the ethical requirements that are
refevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other
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.

Conclusions relating to going concern

We have nothing o report in respect of the following matters in relation to which the ISAs (UK) require us to report to you
where:

 the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or

* the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the Credit Union's ability to continue to adopt the going concern basis of accounting
for a pericd of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The other information comprises the information included in the annual report, other that the financial statements and our
auditor's report thereon. The directors are responsible for the other information. Our opinion on the financial statements does
not cover the other information and, except to the extent otherwise explicitly stated in our report, we do 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 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. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
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Independent Auditors' Report
to the Members of Kilkeel Credit Union Limited

Opinion

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Credit Unions (Northern Ireland) Order 1985 requires
us to report to you, if in our opinion:

e proper books of account have not been kept by the Credit Union in accordance with the requirements of the legislation;

e a satisfactory system of control over transactions has not being maintained by the Credit Union in accordance with the
requirements of the legislation;

« the income and expenditure account to which our report relates, and the balance sheet are not in agreement with the
books of account of the Credit Union;

* we have not obtained all the information and explanations which we considered were necessary for the purposes of our
audit.

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine 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, the directors are responsible for assessing the Credit Union's ability to continue as a
going concern, disclosing, as applicable, matters relating to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Credit Union or to cease operations, or have no realistic alternative but to do
so.

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 it is not a guarantee that an audit conducted in accordance with ISAs (UK) 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 reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Credit Union's members, as a body, in accordance with Article 47 of the Credit Unions
{Northern Ireland) Order 1985. Our audit work has been undertaken so that we might state to the Credit Union's members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Credit Union and the Credit Union's members as a
body, for our audit work, for this report, or for the opinions we have formed.

MW

Fitzpatglck & Kearney Limited
Chartgred Accountants and Statutory Auditors
10c Marcus Square

Newry

Co. Down

BT34 1AE

29 October 2020



Kilkeel Credit Union Limited
Income and Expenditure Account
for the year ended 30 September 2020

Notes 2020 2019

£ £

Interest on members' loans 4 429,800 433,494
Other interest income and similar income 5 103,028 92,676
Net Interest income 532,828 526,170
Other income 7 18,947 23,196
Employment costs 9b (124,311) (121,196)
Depreciation 12 (23,951) (24,875)
Other management expenses Sch 1 (246,361) (246,824)
Net recoveries or (losses) on loans to members 13d (41,617) (5,108)
Surplus for the financial year before taxation 115,535 151,365
Taxation 10 (20,549) (18,280)
Surplus for the financial year after taxation 94,986 133,085
Other comprehensive income - -
Total comprehensive income 94,986 133,085

The financial statements were approved, and authorised for issue, by the Board on 29 October
2020 and signed on its behalf by:

President: Anna Carroll Ab_,,\ Cm mﬂﬂ
Treasurer: Margaret Cunningham \‘ﬁ ; Cc_. o = V)

NJ
Secretary: Shelagh Murphy Mxél ML&;




Kilkeel Credit Union Limited
Balance Sheet
as at 30 September 2020

ASSETS

Cash and balances at bank

Tangible fixed assets

Loans to members - Gross
Provisions against loans to members
Prepayments and accrued income
Deposits - other

Total assets

LIABILITIES
Members' shares
Minors' deposits
Other payables
Total liabilities

ASSETS LESS LIABILITIES

RESERVES
General reserves
Unappropriated surplus

Total reserves

Notes

11
12
13a
13¢
14
15

16
17
18

2020 2019

£ £

221,728 514,544
616,886 635,823
3,828,916 4,189,394
(83,561) (68,561)
92,967 84,648
9,445,521 7,726,441
14,122,457 13,082,289
(11,901,965)  (10,916,455)
(740,131) (712,496)
(49,231) (35,348)
(12,691,327) _ (11,664,299)
1,431,130 1,417,990
1,343,453 1,333,231
87,677 84,759
1,431,130 1,417,990

The financial statements were approved, and authorised for issue, by the Board on 29 October

2020 and signed on its behalf by:

President : Anna Carroll
Treasurer: Margaret Cunningham

Secretary: Shelagh Murphy

AM, Gl

- Cnna ..,Qf\.cam




Kilkeel Credit Union Limited
Statement of Changes in Reserves

for the year ended 30 September 2020

Opening balance
At 1 October 2018

Total comprehensive income for the year
Membership Fees

Dividends paid during the year
(Note 6)

Loan interest paid during the year
(Note 6)

Closing balance
At 30 September 2019

Opening balance
At 1 October 2019

Total comprehensive income for the year
Membership Fees

Dividends paid during the year
(Note 6)

Loan interest paid during the year

(Note 6)

Closing balance
At 30 September 2020

General Unappropriated Total
reserve surplus

£ £ £
1,280,986 71,256 1,352,242
52,000 81,085 133,085
245 (245) -

- (25,113) {25,113)

- (42,224) (42,224)
1,333,231 84,759 1,417,990
1,333,231 84,759 1,417,990
10,000 84,986 94,986
222 (222) -

- (26,243) (26,243)

- (55,603) (55,603)
1,343,453 87,677 1,431,130

(1) The General Reserve of the Credit Union as a % of total assets as at 30th September 2020 was
9.51% (2019: 10.19%) in excess of the required limit of 8%. This was after transferring £10,000 (2019:

£52,000) of the Credit Union’s current year surplus to the General Reserve.

(2) The Unappropriated surplus is the accumulated surpluses to date that have not been declared as
dividends or loan interest rebate returnable to members or set aside to the General Reserve.



Kilkeel Credit Union Limited
Cash Flow Statement
for the year ended 30 September 2020

Notes
Cash flows from operating activities
Loans repaid by members 13a
Loans granted to members 13a
Loan interest received 4
Investment income received 5
Other income received
Bad debts recovered
Dividends paid 6
Loan interest rebate paid 6

Operating expenses paid to include employment costs
Corporation tax paid

Net cash flows from operating activities
Cash flows from investing activities
Purchase of property, plant and equipment 12

Purchase of investments
Proceeds from sale of investments

Net cash flows from investing activities

Cash flow from financing activities

Members' shares received 16
Menbers' shares withdrawn 16
Minors' deposits received 17
Minors' deposits withdrawn 17

Net cash flows from financing activities
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at 30 September 11

2020 2019
£ £
2,494,505 2,696,366
(2,176,295)  (2,745,998)
430,520 432,563
99,649 77,678
26,595 23,196
15,651 20,313
(26,243) (25,113)
(55,603) (42,224)
(372,367) (369,972)
(18,280) (13,783)
418,132 53,026
(5,013) (8,910)
(6,794,167)  (3,621,980)
5,075,087 3,532,361
(1,724,093) (98,529)
2,907,514 2,600,467
(1,922,004)  (2,281,950)
133,424 134,044
(105,789) (104,693)
1,013,145 347,868
(292,816) 302,365
514,544 212,179
221,728 514,544
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Notes to the Financial Statements
for the year ended 30 September 2020

1

21

22

23

Legal and regulatory framework

Kilkeel Credit Union Limited is established under the Credit Unions (Northern Ireland) Order 1985.
The Credit Union is registered with the Department for the Economy and is regulated by the
Financial Conduct Authority (‘FCA") and Prudential Regulation Authority ("PRA"). The principal
place of business is 20 Newry Street, Kilkeel, Newry, Co. Down.

Accounting policies

Statement of compliance and basis of preparation
These financial statements have been prepared in accordance with FRS 102 “The Financial
Reporting Standard applcable in the UK and Repubic of Ireland” (*FRS 1027).

The financial statements have been prepared on the historical cost basis.

Currency
The financial statements are prepared in Sterling, which is the functional currency of the Credit
Union. Monetary amounts in these financial statements are rounded to the nearest £.

Going Concern

The financial statements are prepared on the going concern basis. The directors of Kilkeel Credit
Union Limited befieve this is appropriate as the Credit Union:

» Is generating annual surpluses;

= Maintains an appropriate level of liquidity; and

* Has reserves that are currently above the minimum requirements of the PRA.

Income

Interest on members' loans

Interest on loans to members is recognised using the effective interest method, and is calculated
and accrued on a daily basis.

Investment income
The Credit Union currently only has investments that are valued at amortised cost, and use the
effective interest method to recognise investment income.

Other income

Other income such as commissions receivable on paypoint, rental income and foreign exchange
services arises in connection to specific transactions. Income relating to individual transactions is
recognised when the transaction is completed.
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Notes to the Financial Statements
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2.6

28

Dividends on shares and loan interest rebates

Dividends are made from current year’s surplus or the unappropriated surpluses set aside for that
purpose. The Board’s proposed distribution to members each year is based on the dividend and
loan interest rebate policy of the Credit Union.

The rate of dividend and loan interest rebate recommended by the Board will reflect:

« the risk profile of the Credit Union, particularly in its loan and investment portfolios;

- the Board's desire to maintain a stable rather than a volatile rate of dividend each year; and
* members' legitimate dividend and loan interest rebate expectations;

all dominated by prudence and the need to sustain the long-term weifare of the Credit Union.

For this reason the Board will seek to build up its reserves to absorb unexpected shocks and still
remain above minimum regulatory requirements.

The Credit Union accounts for dividends and rebates of loan interest when members ratify such
payments at the Annual General Meeting.

Taxation
Corporation tax is provided for on taxable interest from investments and rental income. All other
income of the Credit Union is exempt from Corporation tax.

Cash and cash equivalents
Cash and cash equivalents comprise operating cash on hand and cash deposited with banks with
original maturity of less than or equal to three months.

Financial instruments

The Credit Union has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’
and Section 12 'Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.
Financial instruments are recognised when the Credit Union becomes a party to the contractual
provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial
statements, when, and only when, there is a legally enforceable right to set off the recognised
amounts and there is an intention to settle on a net basis or to realise the asset and settle the
liability simultaneously.

Financial assets and liabilities are classified according to the substance of the contractual
arrangements entered into.

10
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210

211

Basic financial assets

Basic financial assets are initially measured at the transaction price, including transaction costs,
and are subsequently carried at amortised cost using the effective interest method. Basic financial
instruments include the following:

Loans to members

Loans to members are financial assets with fixed or determinable payments. Loans are recognised
when cash is advanced to members and measured at amortised cost using the effective interest
method.

Investments held at amortised cost
Investments comprise cash deposits which are initially measured at the amount deposited and are
subsequently measured at amortised cost using the effective interest method.

Other receivables

Other receivables such as prepayments are initially measured at transaction price including
transaction costs and are subsequently measured at amortised cost using the effective interest
method.

Impairment of financial assets
Financial assets, other than those held at fair value, are assessed for indicators of impairment at
each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset, the estimated future cash
flows have been affected. If an asset is impaired, the impairment loss is the difference between
the carrying amount and the present value of the expected cash flows discounted at the asset's
original effective interest rate.

In the case of impairment of loans to members, the loans are assessed collectively in groups that
share similar credit risk characteristics except for individually significant loans which are assessed
on a loan by loan basis for impairment.

Any impairment losses are recognised Iin the Income and Expenditure account.
If there is a decrease in the impairment loss arising from an event occurring after the impairment
was recognised, the impairment is reversed. The reversal is such that the current carrying amount

does not exceed what the carrying amount would have been, had the impairment not previousky
been recognised. The impairment reversal is recognised in the Income and Expenditure account.

11
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213

214

De-recognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the
asset expire or are settled, or when the Credit Union transfers to another party substantially all of
the risks and rewards of ownership of the financial asset, or if some significant risks and rewards
of ownership are retained but control of the asset has transferred to another party that is able to
sell the asset in its entirety to an unrelated third party.

In the case of loans to members, loans are derecognised, when the right to receive cash flows
from the loans have expired, usually when all amounts outstanding have been repaid by the
member. Kilkeel Credit Union Limited does not transfer loans to third parties.

Basic financial liablilities

Basic financial liabilities are initially recognised at the fransaction price, including transaction costs,
unless the arrangement constitutes a financing transaction, where the debt instrument is
measured at the present value of the future payments discounted at a market rate of interest.
Financial liabilities are subsequently carried at amortised cost using the effective interest method.

Financial liabilittes members’ shares and minors' deposits

Members' shares and minors' deposits are redeemable and therefore are classified as financial
liabilities. They are initially recognised at the amount of cash deposited and subsequently minors'
deposits are measured at amortised cost.

Other payables

Other payables are classified as current liabllities if payment is due within one year or less. If not,
they are presented as non-current liabilities. Other payables are recognised initially at transaction
price and subsequently measured at amortised cost using the effective interest method.

De-recognition of financial Habilities

Financial assets are de-recognised only when the contractual rights to the cash flows from the
asset expire or are settled, or when the Credit Union transfers to another party substantially all of
the risks and rewards of ownership of the financial asset, or if some significant risks and rewards
of ownership are retained but contro of the asset has transferred to another party that is able to
sell the asset in its entirety to an unrelated third party.

In the case of loans to members, loans are de-recognised, when the right to receive cash flows
from the loans have expired, usually when all amounts outstanding have been repaid by the
member. Kilkeel Credit Union does not transfer loans to third parties,

12
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215 Tangible fixed assets

216

Tangible fixed assets comprises items of property, plant and equipment, which are stated at cost,
less accumulated depreciation and any accumulated impairment losses. Cost includes
expenditure that is directly attributable to the acquisition of the asset.

Depreciation is provided to write off the cost of each item of property, plant and equipment, less its
estimated residual value over its estimated useful life. The categories of property, plant and
equipment are depreciated as follows:

Freehold buildings 2% straight line
Office & computer equipment 15% straight line
Fixtures & fittings 10% straight line

The gain or loss arising on the disposal of an asset is determined as the difference between the
sales proceeds and the carrying value of the asset, and is recognised in the Income and
Expenditure account.

Impairment of tangible fixed assets

At each reporting end date, the Credit Union reviews the carrying value of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine
the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable
amount of an individual asset, the Credit Union estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognised
immediately in the Income and Expenditure account.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss
have ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of
the asset is increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is
recognised immediately in the Income and Expenditure account.

13
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217

218

Employee benefits

Pension Scheme

Kilkeel Credit Union Limited participates in an industry-wide pension scheme for employees (The
Workers Pension Trust Scheme). This is a funded defined benefit scheme with assets managed
by the scheme's trustees.

The scheme is a multi-employer scheme and due to the nature of the scheme, it is not possible for
the Credit Union to separately identify its share of the scheme’s underlying assets and liabilities.
Consequently, the Credit Union accounts for the scheme as a defined contribution plan.

Other Employee Benfits

The costs of short-term employee benefits, including holiday pay, are recognised as a liability and
an expense (unless those costs are required to be recognised as part of the cost of fixed assets)
over the period they are eamed.

Reserves

General reserve

The Credit Union is required to maintain and establish a minimum General reserve of at least 8%
of the assets of the Credit Union in accordance with the PRA Rulebook: Non-CRR Firms: Credit
Unions Instrument 2016.

Unappropriated surplus

The Unappropriated surplus is the accumulated surpluses to date that hve not been dedared as
dividends or loan interest rebate returnable to members or set aside to the General Reserve.

Use of estimates and Judgements

The preparation of financial statements requires the use of certain accounting estimates. It also
requires the Directors to exercise judgement in applying Killeel Credit Union Limited's accounting
policies. The areas requiring a higher degree of judgement, or complexity, and areas where
assumptions or estimates are most significant to the financial statements are disclosed below:
Impairment losses on loans to members

The Credit Union's accounting policy for impairment of financial assets is set out in accounting
policy in Note 2.12. Loan loss provisioning is monitored by the Credit Union, and the Credit Union
assesses and approves its provisions and provision adequacy on a quarterly basis. At all times the
Credit Union ensures that its provisions meet the minimum requirements contained within the PRA
Credit Union Rule book. Over and above the regulatory requirements, the Credit Union reviews the
loan book for evidence of impairment. If the loan is impaired, the Credit Union writes off that
amount of the loan deemed irrecoverable directly to the Income & Expenditure Account.

Interest on members' loans 2020 2019

£ £
QOpening accrued loan interest receivable (16,827) (15,896)
Loan interest received in year 430,520 432,563
Closing accrued loan interest receivable 16,107 16,827
Total interest on members' loans 429,800 433,494

14
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5 Other interest income and similar income 2020 2019
£ £
Opening accrued investment income receivable (47,109) (32,111)
Investment income received in year 99,649 77,678
Closing accrued investment income receivable 50,488 47,109
Total investment income 103,028 92,676

6 Dividends and Loan Interest Rebate

The dividend and any loan interest rebate are formally proposed by the directors after the year end
and are confirmed at an AGM of the members. As a result the proposed dividend for the current
year does not represent a liability at the Balance Sheet date and the dividend included in the
Statement of Reserves in the current year relates to dividends paid to members for the prior year.

The dividends and loan interest rebate for the current and prior year periods were as follows:

2020 2019
£ £
Dividend paid during the year 26,243 25,113
Dividend rate:
Members' shares 0.25% 0.25%
Loan interest rebate paid during the year 55,603 42,224
Loan interest rebate rate
Members' loans 13% 10%
Dividend proposed but not recognised 22,357 26,494
Dividend rate:
Members' shares 0.20% 0.25%
Loan interest rebate proposed but not recognised 60,172 55,978
Loan interest rebate rate
Members' loans 14% 13%
7 Other income 2020 2019
£ £
Entrance fees 222 245
Sundry income 5,466 5,481
Claims experience refund - 13,316
Affiliation fees 4,272 4,154
DFE Small Business Grant 5,000 -
Risk & Compliance VAT Refund 3,987 -
18,947 23,196

15
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Notes to the Financial Statements
for the year ended 30 September 2020

8 Expenses Note 2020 2019
£ £

Employment costs Sbh 124,311 121,196
Depreciation 12 23,951 24,875

Other management expenses (schedule 1) 246,361 246,824
394,623 392,895

9 Employees and employment costs

9a  Number of employeees
The average number of employees during the year was

2020 2019
Number Number
Chief Executive Officer 1 1
Other Staff S 5
Total 6 6
Sb Employment costs 2020 2019
£ £
Wages and salaries 88,377 85,306
Social security costs 18,218 18,951
Training expenses 4,867 5,569
Other pension costs 12,849 11,370
124,311 121,196
9¢ Key management personnel
The remuneration of key management personnel was as follows:
2020 2019
£ £
Short term employee benefits 62,346 61,617
Payments to defined contribution pension schemes 3,449 2,573
Total 65,795 64,190

Short-term employee benefits include wages, salaries, sccial security contributions and paid
annual leave.

16
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10

1"

12

Taxation 2020 2019
£ £

Corporation tax charge in respect of current year 20,549 18,280

Reconciliation of tax charge to taxable income

Investment income and non-mutual income 103,028 92,676

Net Rental Income 5,126 3,534

Corporation tax at 19% 20,549 18,280

As disclosed in the accounting policy for taxation in note 2.7 all income other than income from

investments and rental income is exempt from Corporation Tax.

Cash and cash equivalents 2020 2019
£ £
Cash and balances at bank 40 40
Cash balances -minors' 9,709 18,447
Deposits with banks 211,979 496,057
Total cash and cash equivalents 221,728 514,544
Tangible fixed assets
Tangible fixed assets comprise the following property, plant and equipment
Office &

Freehold Computer Fixtures &

Premises Equipment Fittings Total
Cost £ £ £ £
Balance @ 30/09/19 799,510 105,839 26,917 932,266
Additions - 1,983 3,030 5,013
Disposals - - - R
Balance @ 30/09/20 799,510 107,822 29,947 937,279
Depreciation
Balance @ 30/09/19 202,948 68,747 24,748 296,443
Charge for the year 15,204 7,894 853 23,951
Disposals o - w "
Balance @ 30/09/20 218,152 76,641 25,601 320,394
Net Book Value
30th September 2020 581,358 31,181 4,346 616,886
30th September 2019 596,563 37,092 2,169 635,823
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13a

13b

Loans to members - financial assets

Loans to members

As at 1st October

Loans to members
Advanced during the year
Repaid during the year
Loans written off

Gross loans to members

Impairment allowances
Groups of loans
Loan provision

As at 30th September

Credit risk disclosures

Note

13b

2020 2019

£ £
4,189,394 4,171,906
2,176,295  2,745998
(2.494,505)  (2,696,366)
(42,268) (32,144)
3,828,916 4,189,394
(83,561) (68,561)
(83,561) (68.561)
3745355 _ 4,120,833

Kilkeel Credit Union Limited does not offer morigages and as a result all loans to members are
unsecured, except that there are restrictions on the extent to which borrowers may withdraw their
savings whilst loans are outstanding. There are maximum amounts set down by the PRA in terms
of what amount a member can borrow from the Credit Union.

The carrying amount of the loans to members represents Kilkeel Credit Union Limited’s maximum
exposure to credit risk. The following table provides information on the credit quality of loan
repayments. Where loans are not impaired it is expected that the amounts repayable will be

received in full.

Not impaired:

Neither past due nor impaired
More than 3 months past due
More than 6 months past due
More than 9 months past due
Mere than 12 month past due

Gross loans not impaired

Gross loans collectively impaired

Total gross loans

Impairment allowance
Groups of loans
Total carrying value

2020 2020 2019 2019
Amount  Proportion Amount Proportion
£ % £ %
3,509,655 91.66% 3,987,094 95.17%
109,024 2.85% 33,591 0.80%
36,557 0.895% 29,328 0.70%
39,358 1.03% 325 0.01%
50,761 1.33% 70,495 1.68%
3,745,355 97.82% 4,120,833 98.36%
83,561 2.18% 68,561 1.64%
3,828,916 100.00% 4,189,394 100.00%
83,561 68,561
3,745,355 4,120,833

Factors that are considered in determining whether loans are impaired are discussed in Note 3,

dealing with estimates.
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14

15

Loan provision account

As at 1st October
Decrease in loan provisons during the year
As at 30th September

Net recoverles /(losses) recognised for the year
Bad debts recovered
(Increase)/Reduction in loan provisions during the year

Loans written off
Net recoveries /(losses) on loans to members recognised for the year

Prepayments and accrued income
Prepayments
Accrued loan interest income

Accrued investment income
Accrued Grant

Deposits

2020 2019
£ £
68,561 75,286
15,000 (6,725)
83,561 68,561
2020 2019
£ £
15,651 20,313
(15,000) 6,725
651 27,038
42,268) (32,144
471,617) {5.106)
2020 2019
£ £
21,372 20,712
16,107 16,827
50,488 47,109
5,000 .
92,967 84,648

Deposits with banks at the current and prior Balance Sheet date were all measured at amortised

cost as appropriate and comprised of the following:

Fixed term deposits with banks - minors
Fixed term deposits with banks

Total investments at amortised cost

The category of counterparties with whom the investments were held was as follows:

A2

Aa3

Ba1

Baa1
Unspecified

Total investments

19

2020 2019

£ £
730,422 694,049
8,715,099 7,032,392
9,445,521 7,726,441
2020 2019

£ £
371,803 267,576

- 101,568

528,028 520,995
623,771 618,599
7,921,919 6,117,703
9,445,521 7,626,441
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Members® shares - financial liabilities

As at 1st October
Received during the year
Repaid during the year
As at 30th September

2020 2019
£ £
10,916,455 10,597,938
2,907,514 2,600,467
(1,922,004)  (2,281,950)
11,901,965 10,916,455

Members' shares are repayable on demand except for shares attached to loans. The breakdown

of the shares between attached and unattached is as follows:

Unattached shares
Attached shares
Total members’ shares

Minors’ deposits - financial liabilities

As at 1st October
Received during the year
Repaid during the year

As at 30th September

Minors' deposits are repayable on demand
Other payables

Corporation tax

Pension and short term payroll accruals

Creditors and other accruals
Deferred Income

20

2020 2019

£ £
8,512,193 7,343,246
3,389,772 3,573,209
11,801,965 10,916,455
2020 2019

£ £
712,496 683,145
133,424 134,044
(105,789) (104,693)
740,131 712,496
2020 2019

£ £

20,549 18,280
4,320 3,618
11,714 13,450
12,648 -
49,231 35,348




Kilkeel Credit Union Limited
Annual Report and Financial Statements

Notes to the Financial Statements
for the year ended 30 September 2020

19

19a

Additional financial instruments disclosures

Financial risk management

Kilkeel Credit Union Limited is a provider of personal and business loans and also provides
savings products to its members. The Credit Union invests excess funds with a view to ensuring
that the retum from members’ loans and investments is adequate to meet the overheads of the
Credit Union and provide a reasonable return to members on shares and deposits. The Credit
Union has a risk register in place to help the directors manage the various risks arising from its
activities to include the issuing of loans to members and investing the excess funds of the Credit
Union.

The main financial risks arising from Kilkeel Credit Union’s activities are credit risk, liquidity risk,
market risk and interest rate risk. The Board reviews and agrees policies for managing each of
these risks, which are summarised below.

Credit risk: Credit risk is the risk that a borrower will default on their contractual obligations
relating to repayments to Kilkeel Credit Union Limited., resulting in financial loss to the Credit
Union. In order to manage this risk the Board approves the Credit Union’s credit policy, and all
changes to it. All loan applications are assessed with reference to the credit policy in force at the
time. Subsequently loans are regularly reviewed for any factors that may indicate that the
likelihood of repayment has changed. The credit risk on members' loans is disclosed in Note 13b.
The Credit Union’s investments are also exposed to credit risk and the Credit Union mitigates the
risk by only placing investments with financial institutions where the counterparties have strong
credit ratings and using investment products authorised by the PRA. The credit ratings of the
financial institutions where investments are held are disclosed in Note 15.

Liquidity risk: The Credit Union’s policy is to maintain sufficient funds in liquid form at all times to
ensure that it can meet its liabilities as they fall due. The Credit Union adheres on an ongoing
basis to the minimum [iquidity ratio as set out in the PRA Rulebook.

Market risk: Market risk is generally comprised of interest rate risk, currency risk and other price
risk. Kilkeel Credit Union Limited conducts all its transactions in sterling and does not deal in
derivatives or commodity markets. Therefore, the Credit Union is not exposed to any form of
currency risk or other price risk.

Interest rate risk: The Credit Union's main interest rate risk arises from differences between the
interest rate exposures on the receivables and payables that form an integral part of a Credit
Union's operations. The Credit Union considers rates of interest receivable on investments and
members’ loans when deciding on the dividend rate payable on shares and on any loan interest
rebate.
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19¢

20

21

Interest rate risk disclosures
The following table shows the average interest rates applicable to relevant financial assets and
financial liabilities.

2020 2020 2019 2019
Amount Average Amount Average
Interest Interest
Rate Rate
£ % £ %
Financial assets
Gross loans to members 3,828,916 11.23% 4,189,394 10.35%
Financial liabilities
Members' shares 11,901,865 0.25% 10,916,455 0.25%
Minors' deposits 740,131 0.25% 712,496 0.25%
12,642,086 11,628,951

The interest rates applicable to loans to members are fixed and range from 6% to 12%. The
dividend on shares and interest on deposits is determined on the basis of income less
administrative expenses and, as can be seen above, a consistent margin is maintained between
interest receivable and dividend on shares and interest payable on deposits. As a result, the
surplus for the year is not particularly sensitive to interest rate risk and no sensitivity analysis is
presented.

Liquidity risk disclosure
All of the financial liabilites of the Credit Union are repayable on demand except for some
members' shares attached to loans.

Falr value of financial instruments
Kilkeel Credit Union Ltd. does not hold any financial instruments at fair value.

Capital

The Credit Union maintains sufficient reserves to buffer the Credit Union against any losses on its
members' loans and also its investments. The current General reserve is in excess of the
minimum requirement set down by the PRA, and stands at 9.51% of the total assets of the Credit
Union at the Balance Sheet date.

Post Balance Sheet events

There are no material events after the balance sheet date which would necessitate a change in
the above figure. Attention is drawn to the paragraph in the directors report in relation to the
consequences of Covid 18.

Contingent liabilities
Kilkeel Credit Union Ltd had no contingent liabilities at the current or prior Balance Sheet date.

Capital Commitments

There were no capital commitments either contracted for or apporoved by the Board at the year
end.
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25

Insurance against fraud
The Credit Union has insurance against fraud in compliance with the PRA Rulebook.

Related party transactions

During the year loans were advanced to directors, supervisors and the management team of the
Credit Union (to include their spouses) in the amount of £23,600 (2019: £40,010). The loans
outstanding from these parties at 30th September 2020 were £75,142 (2019: £78,300). These
loans amounted to 1.96% of total gross loans due at 30th September 2020 (2019: 1.87%)

There were no provisions against the loans due from the directors and the management team at
the current or prior Balance Sheet dates.

The directors and management team share balances stood at £120,794 at 30th September 2020
(2019:£110,542)

Approval of Financial Statements

The financial statements were approved, and authorised for issue, by the Board on 28 October
2020.
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Schedule 1 - Other Management Expenses

Rates and water rates

Heat, light and cleaning
Affiliation fees

Death benefit insurance

Loan and share insurance
General Insurance

Computer maintenance and accessories
CUSOP Software expenses
Buildings maintenance
Telephone

Printing stationery and advertising
Social charitable and educational
Audit fees

Chapter dues

AGM Expenses

Bank charges

Convention expenses

Sundry expenses

International foundation

Travel expenses

Legal fees

Professional fees

Regulatory fees

Total other management expenses

24

2020 2019
£ £
3,233 5,639
5,434 5,806
3,936 4,172
44,625 43,572
64,500 64,179
10,376 9,520
38,799 34,200
13,390 13,007
4,359 6,965
3,727 4,380
13,830 11,189
2,581 4,146
7,150 6,940
255 262
312 505
7,050 7,452
(206) 635
396 472
2,000 2,000
494 1,385
345 1,096
3,571 300
16,204 19,002
246,361 246,824




