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AUDITOR’S REPORT TO THE MEMBERS OF
ST. PATRICK'S CO-OPERATIVE CREDIT UNION LIMITED

Opinion

We have audited the financial statements of St. Patrick's Co-operative Credit Union Limited, which comprise the
statement of financial position as at 31st December, 2018 the statement of comprehensive income, statement of

changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects the financial position
of St. Patrick’s Co-operative Credit Union as of 31st December, 2018, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and we have fulfilled our other
ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the information included in
the Annual Report, but does not include the financial statements and our auditors' report thereon. Our opinion on

the financial statements does not cover the other information and 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, 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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AUDITORS’ REPORT TO THE SHAREHOLDER OF
ST. PATRICK'S CO-OPERATIVE CREDIT UNION LIMITED

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International 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.

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.

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 an
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing will always detect a material misstatement when it exists.
Misstatement 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.

PKF

Chartered Accountants




ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED

STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

Page 3

Note 2018 2017
ASSETS
Cash and cash equivalent 6 3,795,963 3,821,478
Loans receivable 7 45,758,518 45,192,322
Investments 8 5,207,104 5,381,838
Other assets 9 340,796 297,879
Property, plant and equipment 10 3,169,504 3,253,606
Intangible assets 11 56,375 -
Total assets $58,328,260 $57,947,123

FINANCED BY:

LIABILITIES
Deposit Liabilities 12 52,883,199 51,948,762
Other Liabilities 13 175,999 194,949
Loans payable 14 5,854,087 9,626,440
Total Liabilities 58,913,285 57,770,151
SHAREHOLDERS’ EQUITY
Share capital 15 487,140 467,115
Statutory and other reserves 16 1,089,966 1,034,568
Revaluation reserve 17 1,610,737 1,610,737
Accumulated deficit (Page 5) (3,772,868) (2,935,448)
Total shareholders' equity ( 585,025) 176,972
Total liabilities and shareholders' equity $58,328,260 $57,947,123

The financial statements were approved and authorized for issue by the Board of Directors on 30th
November, 2020.

: President : Treasurer

The attached notes on pages 7 to 54 form part of these Financial Statements.



ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

Note

INCOME
Interest income 18
Interest expense 19
Net interest income
Other income 20

Operating income
EXPENDITURE
Staff costs 21
General and administrative expenses 22
Depreciation and amortization 23
Bank service costs
Marketing and promotion expenses 24
Loan impairment provision 7

Total Operating Expenses

INCOME BEFORE OTHER ITEMS

Recovery of Investment impairment

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR - Page-5

The attached notes on pages 7 to 54 form part of these Financial Statements.

2,935,847

(1,069,407)

1,866,440
380,019

835,612
655,418
142,792
65,616
89,856
180,174
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2,778,740
(1,098,160)

1,680,580
453,331

776,178
544,291
136,139
41,535
43,398
501,045

91,325



ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

Balance as at December 31, 2016
Permanent shares issued

Total comprehensive income for year
Transfer to statutory reserve

Balance as at December 31, 2017
Permanent share issued

IFRS 9 — Additional loan provision
Total Comprehensive income for year
Transfer to statutory reserve

Balance as at December 31, 2018

Statutory
Share and Other Revaluation Accumulated
Capital  Reserves Reserve Deficit
452,869 931,376 1,610,737  ( 3,348,214)
14,246 - - -
- - 515,958
103,192 ( 103,192)
467,115 1,034,568 1,610,737 (2,935,448)
20,025 - - -
- (1,059,013)
- 276,991
55,398 ( 55,398)
$487,140 $1,089,966  $1,610,737  $( 3,772,868)
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(353,232)
14,246
515,958

176,972
20,025

(1,059,013)
276,991



ST. PATRICK'S CO-OPERATIVE CREDIT UNION LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

Cash flows from operating activities
Net profit for the year
Prior year adjustment
ltems not requiring the flow of cash
Depreciation
Amortization
Provision for loan impairment
Interest income
Interest expense

Cash flows from operating activities before changes in operating assets and
Liabilities

Changes in operating assets and liabilities
Decrease/(increase) in mortgages and loans receivables, net of repayments
(Increase)/decrease in other assets
Increase/(decrease) in deposit liabilities
Increase/(decrease) in other liabilities

Net cash from /(used in) in operating activities
Entrance fees
Interest received
Interest paid

Net cash used in operations
Cash flows from investing activities
Sale of investments
Purchase of property, plant and equipment
Purchase of investment securities
Purchase of intangibles
Net cash (used in)/provided by investing activities
Cash flows from financing activities
Proceeds from (redemption)/issuance of shares
Loan proceeds/(repayments)

Net cash flows (used in)/provided by financing activities

INCREASE/(DECREASE) IN CASH AND CASH EQIVALENTS
CASH AND CASH EQUIVALENTS AT START OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 6)

2018

276,991

140,186
2,606
1,239,187
(2,935,847)
1,069,407

(2,873,601)
( 42917)
898,437
( 18,950)

(2,224,501)
1,750

2,961,870

(1,051,915)

364,797
( 56,084)
( 190,063)
( 58,981)

20,025

( 25515)

3,821,478

Page 6

135,421
718
501,045
(2,778,740)
1,098,160

(1,448,970)
( 81,187)
653,675

12,765

(1,391,145)
1,015

2,833,561

(1,115,875)

1,827,891
( 19,640)
(2,506,215)

14,246
( 198,062)

(554,224

4,375,702
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ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED Page 7

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

INCORPORATION

The St. Patrick’s Co-operative Credit Union Limited (the “Credit Union”) was registered on November 5,
1969 under the Co-operative Societies Law Caption 119 of the Revised Laws of Montserrat.

The registered office is located at the St. Patrick’s Credit Union House, Brades, Montserrat, West Indies.
PRINCIPAL ACTIVITY

The principal activity of the Credit Union is to promote thrift among its members and to create thereby a
source of credit for its members at a legitimate rate of interest.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

a) Basis of preparation

The financial statements are prepared in accordance with International Financial Reporting Standards
(IFRS) and under the historical cost convention, as modified by the revaluation of land and buildings
and available-for-sale investment securities.

The preparation of financial statements in conformity with International Financial Reporting Standards
requires the use of certain critical accounting estimates. It also requires management to exercise its
judgement in the process of applying the Credit Union’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant
to the financial statements are disclosed in Note 5.

Certain new standards, amendments and interpretations have been published that are mandatory for
the Credit Union in the current financial year. The Credit Union has assessed the relevance of all
such new standards, amendments and interpretations.



ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED Page 8

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

b) Adoption of New or Revised Standards, Amendments to Standards and Interpretations

The Credit Union has adopted the following amendments to standards and new interpretations effective
from January 1, 2018. Except as otherwise indicated, the adoption of these amendments to standards
and interpretations did not have any significant impact on the Credit Union's financial statements.

+ |AS 1, Presentation of Financial Statements, has been amended to clarify or state the following:

specific single disclosures that are not material do not have to be presented even if they are
minimum requirements of a standard;

the order of notes to the financial statements is not prescribed:;

line items on the statement of financial position and the statement of profit or loss and other
comprehensive income (OCI) should be disaggregated if this provides helpful information to
users. Line items can be aggregated if they are not material;

specific criteria are now provided for presenting subtotals on the statement of financial position
and in the statement of profit or loss and OCI, with additional reconciliation requirements for the
statement of profit or loss and OCI; and

the presentation in the statement of OCI of items arising from joint ventures and associates
accounted for using the equity method follows the IAS 1 approach of splitting items that may, or
that will never, be reclassified to profit or loss.

+ IFRS 9, Financial Instruments, IFRS 9 sets out requirements for recognizing and measuring financial
assets, financial liabilities and some contracts to buy or sell non-financial items. This standard
replaces IAS 39 Financial Instruments: Recognition and Measurement. The requirements of IFRS 9
represent a significant change from IAS 39. The new standard brings fundamental changes to the
accounting for financial assets and to certain aspects of the accounting for financial liabilities. As a
result of the adoption of IFRS 9, the Credit Union has adopted consequential amendments to IAS 1
Presentation of Financial Statements, which require separate presentation in the statement of profit or
loss and OCI of interest revenue calculated using the effective interest method. Additionally, the
Credit Union has adopted consequential amendments to IFRS 7 Financial Instruments: Disclosures
that are applied to disclosures about 2018, but have not been applied to the comparative information.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Adoption of New or Revised Standards, Amendments to Standards and Interpretations (Cont'd)
Classification of financial assets and financial liabilities (Cont'd)

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost,
fair value through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL).
IFRS 9 classification is generally based on the business model in which a financial asset is managed and
its contractual cash flows. The standard eliminates the previous IAS 39 categories of held-to-maturity,
loans and receivables and available-for-sale.

Under IFRS 9, derivatives embedded in contracts where the host is a financial asset in the scope of the
standard are never bifurcated. Instead, the whole hybrid instrument is assessed for classification. For an
explanation of how the Credit Union classifies financial assets under IFRS 9. IFRS 9 largely retains the
existing requirements in IAS 39 for the classification of financial liabilities. However, although under IAS
39 all fair value changes of liabilities designated under the fair value option were recognised in profit or
loss, under IFRS 9 fair value changes are generally presented as follows:

« the amount of change in the fair value that is attributable to changes in the credit risk of the liability is
presented in OCI; and
+ the remaining amount of change in the fair value is presented in profit or loss.

For an explanation of how the Credit Union classifies financial liabilities under IFRS 9. Impairment of
financial assets IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an 'expected credit loss’ model.
The new impairment model also applies to certain loan commitments and financial guarantee contracts
but not to equity investments. Under IFRS 9, credit losses are recognised earlier than under IAS 39.

* IFRS 15 Revenue from Contracts with Customers. IFRS 15 replaces two Standards, IAS 18
Revenue and IAS 11 Construction Contracts. It provides a single, principles based five-step model to be
applied to all contracts with members.

The five steps in the model are as follows:
1. Identify the contract with the member.
2. |dentify the performance obligations in the contract.
3. Determine the transaction price.
4. Allocate the transaction price to the performance obligations in the contract.
5. Recognise revenue when (or as) the entity satisfies a performance obligation.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)
SIGNIFICANT ACCOUNTING POLICIES (Contd)

(d) New Standards and interpretation of amendments to existing standards issued but not
effective during the year (Cont'd)

IFRS 15 establishes the principles that an entity applies when reporting information about the nature,
amount, timing and uncertainty of revenue and cash flows from a contract with a member. In applying
IFRS 15, an entity recognises revenue to depict the transfer of promised goods or services to the member
in an amount that reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. The application of this standard has no significant impact in the Credit Union's
financial statements.

The application of this standard has no significant impact in the Credit Union’s financial statements.

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied
retrospectively.

* IAS 7, Disclosure Initiative - The amendments requires disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities, including both changes
arising from cash flow and non-cash changes.

* IAS 12, Recognition of Deferred Tax Assets for Unrealised Losses The amendments clarifies the
accounting for deferred tax assets for unrealised losses on debt instruments measured at fair value.

* Improvements to IFRS 2015-2017 cycle, contain amendments to certain standards and interpretations.
Below are the main amendments applicable to the Credit Union:

IFRS 3, Business combinations and IFRS 11 Joint Arrangements, the amendment clarifies that when an
entity obtains control of a business that is a joint operation, it pre-measures previously held interests in
that business. These changes also clarify that when an entity obtains control of a business that is a joint
operation, the entity does not re-measure previously held interest in that business.

IAS 23, Borrowing Costs, this amendment clarifies that if any specific borrowing remains outstanding
after the related asset is ready for it intended use or sale, that borrowing becomes part of the funds that
an entity borrows generally when calculating the capitalization rate on general borrowings.

A number of new standards and amendments to standards are effective for annual periods beginning
after January 1, 2019. The Credit Union has not early adopted the following new or amended standards
in preparing these financial statements.



ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED Page 11

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(d) New Standards and interpretation of amendments to existing standards issued but not
effective during the year (Cont’d)

* IFRS 16, Leases, eliminates the current dual accounting model for lessees, which distinguishes between
on-balance sheet finance leases and off-balance sheet operating leases. Instead, there is a single, on-
balance sheet accounting model that is similar to current finance lease accounting. Companies will be
required to bring all major leases on-balance sheet, recognizing new assets and liabilities. The on-
balance sheet liability will attract interest; the total lease expense will be higher in the early years of a
lease even if a lease has fixed regular cash rentals. Optional lessee exemption will apply to short-term
leases and for low-value items with value of US$5,000 or less.

Lessor accounting remains similar to current practice as the lessor will continue to classify leases as
finance and operating leases. Finance lease accounting will be based on IAS 17 lease accounting, with
recognition of net investment in lease comprising lease receivable and residual asset. Operating lease
accounting will be based on IAS 17 operating lease accounting. Early adoption is permitted if IFRS 15,
Revenue from Contracts with Customers, is also adopted.

The Credit Union is assessing the potential impact on its financial statements resulting from the
application of IFRS 16.

IFRIC 23 Clarification of uncertainty in tax accounting. The interpretation is to be applied to the
determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates,
where there is uncertainty over income tax treatments under IAS 12. An entity is required to reassess its
judgements and estimates if facts and circumstances change. The requirements are applied by
recognising the cumulative effect of initially applying them in retained earnings, or in other appropriate
components of equity, at the start of the reporting period in which the entity first applies them without
adjusting comparatives information.

* Amendment to IFRS 9 Prepayment. The amendment to the financial instrument Standard, IFRS 9, allow
companies to measure particular prepayable financial assets with so-called negative compensation at
amortised cost or at fair value though OCI if a specific conditions net instead of at fair value through profit
or loss.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

b)

c)

Foreign currency translation
(i) Functional and presentation currency

ltems included in the financial statements of the Credit Union are measured using the currency
of the primary economic environment in which the entity operates (‘the functional currency’).
The financial statements are presented in Eastern Caribbean dollars, which is the Credit Union’s
functional and presentation currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are remeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the income statement.

Foreign exchange gains and losses are presented in the statement of income within other
income.

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks and other credit
unions, and other short-term highly liquid investments with original maturities of three months or
less.

d) Financial Assets

The Credit Union recognises a financial asset or a liability in the statement of financial position
when it becomes party to the contractual provision of the instruments.

Initial recognition and measurement of financial instruments

At initial, recognition, the Credit Union measures its financial assets and financial liabilities at their
fair values plus or minus, in the case of a financial asset or financial liability not at fair value through
profit or loss, transaction costs that are directly attributable to the acquisition or issue of the
financial asset or financial liability such as fees and commissions.

If the Credit Union determines that the fair value of its financial assets and liabilities at initial
recognition differs from the transaction price, the difference is recognised as follows:
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

d)

Financial Assets -. continued

+ If that fair value is evidenced by a quoted price in an active market for an identical asset or
liability (i.e. Level 1 input) or based on a valuation technique that uses only data from observable
markets, the difference between the fair value at initial recognition and the transaction price is
recognised as a gain or loss.

* In all other cases, the difference between the fair value at initial recognition and the transaction
price is deferred. After initial recognition, the recognises that deferred difference as a gain or loss
only to the extent that it arises from a change in a factor (including time) that market participants
would take into account when pricing the asset or liability.

Classification and subsequent measurement of financial assets

The Credit Union classifies the financial assets as subsequently measured at amortised cost, fair
value through other comprehensive income or fair value through profit or loss on the basis of
both:

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

Based on these factors, the Credit Union classifies its asset into one of the following three
measurements:

Financial assets at amortised cost

A financial asset is measured at amortised cost if the financial asset is held within a business
model whose objective is to hold financial assets in order to collect contractual cash flows and the
contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Amortised cost is the amount at which the financial asset or financial liability is measured at initial
recognition minus the principal repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount
and, for financial assets, adjusted for any loss allowance.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)
SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Financial Assets - continued
Financial Asset of Amortised Cost

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial asset or financial liability to the gross carrying amount of a
financial asset. When calculating the effective interest rate, the estimates the expected cash flows by
considering all the contractual terms of the financial instrument, but does not consider the expected credit
losses. The calculation includes all fees and points paid or received between parties to the contract that
are an integral part of the effective interest rate, transaction costs, and all other premiums or discounts.

The Credit Union's financial assets measured at amortised cost include loan to members, investments in
fixed deposits and treasury bills and cash and cash equivalents.

Financial assets at fair value through other comprehensive income (FVTOCI)

A financial asset is measured at FVTOCI if the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash flows and selling financial assets and the
contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

Financial assets at fair value through other profit or loss (FVTPL)

A financial asset is measured at fair value through profit or loss unless it is measured at amortised cost or
at fair value through other comprehensive income. However an entity may make an irrevocable election
at initial recognition for particular investments in equity instruments that would otherwise be measured at
fair value through profit or loss to present subsequent changes in fair value in other comprehensive
income. The Credit union does not have any assets measured at FVTPL.

Reclassifications

If the business model under which the holds financial assets changes, the financial assets affected are
reclassified. The classification and measurement requirements related to the new category apply
prospectively from the first day of the first reporting period following the change in business model that
results in reclassifying the Credit Union's financial assets. During the current financial year and previous
accounting period there were no changes in the business models under which the Credit Union holds
financial assets and therefore no reclassifications were made except for the new classifications under
IFRS 9. Changes in contractual cash flows are considered under the accounting policy on Modification of
loans to members and Derecognition of financial assets in payments of principal and interest on the
principal amount outstanding.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Contd)
e) Impairment of financial assets

Assets carried at amortised cost

The Credit Union assesses at each Statement of Financial Position date whether there is objective
evidence that a financial asset or group of financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred if, and 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 that loss event (or events) has (or have) 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 a financial asset or group of assets is impaired includes observable data that
comes to the attention of the Credit Union about the following loss events:

(i) significant financial difficulty of the issue or obligor;
(i) abreach of contract, such as a default or delinquency in interest or principal payments

(i) the Credit Union granting to the borrower, for economic or legal reasons relating to the
borrower’s financial difficulty, a concession that the lender would not otherwise consider;

(iv) It becoming probable that the borrower will enter bankruptcy or other financial reorganization;

(v) The disappearance of an active market for that financial asset because of financial difficulties;
or

(vi) Observable data indicating that there is a measurable decrease in the estimated future cash
flows from a group of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the group, including:

- adverse changes in the payment status of borrowers in the group; or
- national or local economic conditions that correlate with defaults on the assets in the group.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018
(Expressed in Eastern Caribbean Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Contd)
e) Impairment of financial assets ... continued
Assets carried at amortised cost (cont'd)

The Credit Union first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If the Credit Union determines that no objective
evidence of impairment exists for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment.

Assets that are individually assessed for impairment and for which an impairment loss is or
continues to be recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables carried at
amortised cost has been incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) 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 recognised in the income statement. If a loan has a variable interest rate,
the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract. As a practical expedient, The Credit Union may measure
impairment on the basis of an instrument’s fair value using an observable market place.

The calculation of the present value of the estimated future cash flows of a collateralized
financial asset reflects the cash flows that may result from foreclosure less costs for obtaining
and selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the
basis of similar credit risk characteristics (i.e. on the basis of the Credit Union’s grading
process that considers asset type, industry, geographical location, collateral type, past-due
status and other relevant factors).

Those characteristics are relevant to the estimation of future cash flows for groups of such
assets by being indicative of the debtors’ ability to pay all amounts due according to the
contractual terms of the assets being evaluated.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Contd)
e) Impairment of financial assets ... continued
Assets carried at amortised cost (cont'd)

Future cash flows in a group of financial assets that are collectively evaluated for impairment
are estimated on the basis of the contractual cash flows of the assets in the Credit Union and
historical loss experience for assets with credit risk characteristics similar to those in the Credit
Union. Historical loss experience is adjusted on the basis of current observable data to reflect
the effects of current conditions that did not affect the period on which the historical loss
experience is based and to remove the effects of conditions in the historical period that do not
exist currently.

Estimates of changes in future cash flows for groups of assets should reflect and be
directionally consistent with changes in related observable data from period to period (for
example, changes in unemployment rates, property prices, payment status, or other factors
indicative of changes in the probability of losses in the group and their magnitude). 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 against the related provision for loan impairment.
Such loans are written off after all the necessary procedures have been completed and the
amount of the loss has been determined. Subsequent recoveries of amounts previously written
off decrease the amount of the provision for loan impairment in the statement of comprehensive
income.

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 recognised (such an
improvement in the debtor’s credit rating), the previously recognised impairment loss is reversed
by adjusting the allowance account. The amount of the reversal is recognised in the statement
of comprehensive income.
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

e) Impairment of financial assets ... continued

Assets classified as FVOCI

The Credit Union assesses at each Statement of Financial Position date whether there is
objective evidence that a financial asset or a group of financial assets is impaired. In the case
of equity investments classified as available-for-sale, a significant or prolonged decline in the
fair value of the security below its cost is considered in determining whether the assets are
impaired. If any such evidence exists for available-for-sale 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 recognised in profit or loss - is removed from
equity and recognised in the statement of income. If, in a subsequent period, the fair value of a
debt instrument classified as available for sale increases and the increase can be objectively
related to an event occurring after the impairment loss was recognised in profit or loss, the
impairment loss is reversed through the statement of income.

f) Financial Liabilities
Classification and subsequent measurement of financial liabilities

In both the current and prior period, financial liabilities are classified as subsequently measured at
amortised cost. Other liabilities are obligations to pay for goods or services that have been acquired
in the ordinary course of business from suppliers. Other liabilities are classified as current liabilities if
payment is due within one year or less (or in the normal operating cycle of the business, if longer). If
not, they are presented as non-current liabilities. Other liabilities are recognised initially at fair value
and subsequently measured at amortised cost using the effective interest method.

Derecognition of financial liabilities

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specific in
the contract is discharged, cancelled or expires).

Financial assets and liabilities are offset and the net amount reported in the Statement of Financial
Position where there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or realize the asset and settle the liability simultaneously.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

g) Provisions

Provisions are recognised when the Credit Union has a present legal or constructive obligation as a
result of past events, it is more likely than not that an outflow of resources will be required to settle
the obligation, and the amount has been reliably estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
obligation may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate. The increase in the provision due to passage of time is
recognised as an expense.

Property, plant and equipment

Property, plant and equipment are stated at historical cost or revaluated amount less accumulated
depreciation. Any accumulated depreciation at the date of revaluation is eliminated against the
gross carrying amount of the asset, and the net amount is restated to the revalued amount of the
asset. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or are recognised 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 of the item can be measured reliably. All other repairs and
maintenance are charged to other operating expenses during the financial period in which they are
incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

h) Property, plant and equipment (Cont'd)

Increases in the carrying amount arising on revaluation of land and buildings are credited to
revaluation reserve in shareholders’ equity. Decreases that offset previous increases of the same
asset are charged against revaluation reserve directly in equity; all other decreases are charged to
the statement of comprehensive income.

Land is not depreciated. Depreciation on other assets is calculated on the straight-line method to
allocate their costs or their revalued amounts to their residual values over their estimated useful
lives at the following annual rates:

Buildings 2%
Motor Vehicle 20%
Machinery Equipment 10%-25%

Property, plant and equipment are periodically reviewed for impairment. When the carrying amount
of an asset is greater than its estimated recoverable amount, it is written down immediately to its
recoverable amount.

Gains and losses on the disposal of property, plant and equipment are determined by reference to
their carrying amount and are taken into account in determining operating profit.

When revalued assets are sold, the amounts included in the revaluation reserve are transferred to
retained earnings.

Intangible assets
Intangible assets are measured at cost less accumulated amortization and any impairment losses.

Computer software not integral to the operating of the computer system is classified as intangible
and amortised on the basis of their expected life, which is normally five years.
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j)

Interest income and expense and revenue recognition

Interest income and expenses are recognised in the income statement for all instruments
measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial asset or a
financial liability and of allocating the interest income or interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period
to the net carrying amount of the financial asset or financial liability. When calculating the effective
interest rate, the Credit Union estimates cash flows considering all contractual terms of the
financial instrument but does not consider future credit losses.

The calculation includes all fees paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or discounts.
Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognised using the rate of interest to discount the future cash
flows for the purpose of measuring the impairment loss.

Fees and commissions income and revenue recognition

Fees and commissions are generally recognised on an accruals basis when the service has been
provided. Loan origination fees for loans which are probable of being drawn down, are deferred
(together with related direct costs) and recognised as an adjustment to the effective yield on the
loan.

Trade payables

Trade payables are recognized initially at fair value and subsequently measured at amortised cost
using the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

m) Stationery supplies

Stationery supplies are stated at the lower of cost and net realisable value. Cost is determined
using the first-in, first-out (FIFO) method. Net realizable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses.

n) Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in
presentation in the current year, and to give effect to prior period adjustments.

FINANCIAL RISK MANAGEMENT

The Credit Union’s activities expose it to a variety of financial risks, and those activities involve the
analysis, evaluation, acceptance and management of some degree of risk or combination of risks.
Taking risk is core to the financial business, and the operational risks are an inevitable consequence of
being in the business. Therefore, the Credit Union’s aim is to achieve an appropriate balance between
risk and return and minimise potential adverse effects on its financial performance.

Overall risk management policies are set by the Board of Directors and carried out by senior
management.  The identification, evaluation and hedging of financial risks, where considered
appropriate, are performed by senior management under guidance from the Board of Directors.

41  Credit Risk

The Credit Union takes on exposure to credit risk, which is the risk that a counter party will
cause a financial loss to the Credit Union by failing to discharge an obligation. Credit risk is the
most important risk for the Credit Union’s business. Management, therefore, carefully
manages its exposure to credit risk. Credit exposures arise principally in lending activities that
lead to loans and advances, and investment activities that bring debt securities and other
instruments into the Credit Union’s asset portfolio. There is also credit risk in off Statement of
Financial Position financial instruments, such as loan commitments.
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4. FINANCIAL RISK MANAGEMENT (Cont'd)

411

41.2

Credit risk management

Loans and receivables

The Credit Union assesses the probability of default of individual counterparties using
internal rating tools tailored to the various categories of the counterparty. Overdue loans are
categorized into the classes below reflecting the range of default probabilities for each class.

Duration of period of overdue loans

2 months but less than 6 months
6 months but less than 9 months
9 months but less than 12 months
12 months or more

Term deposits are placed with reputable banks and financial institutions of acceptable credit
quality based on financial position, past experience and other factors.

Risk limit control and mitigation policies
The Credit Union manages limits and controls concentration of credit risk to members.

The Credit Union structures the levels of credit risk it undertakes by placing limits on the
amount of risk accepted in relation to one borrower or groups of borrowers, and industry
segments. Such risks are monitored on a revolving basis and subject to regular review by the
Supervisory Committee, Credit Committee and the Board of Directors.

Exposure to credit risk is also managed through regular analysis of the ability of borrowers
and potential borrowers to meet interest and capital repayment obligations and by changing
these lending limits where appropriate.
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4, FINANCIAL RISK MANAGEMENT (Cont'd)
41.2 Risk limit control and mitigation policies (cont’d)
The following specific control and mitigation measures are also utilized:

a) Collateral

The Credit Union employs policies and practices to mitigate credit risk. The most traditional
of these is the taking of security for funds advanced, which is a common practice. The Credit
Union implements guidelines on the acceptability of specific classes of collateral or credit risk
mitigation. The principal collateral types for loans and advances are as follows:

¢ Mortgages over properties;
e Charges over business assets such as premises, inventory and accounts receivable; and
e Members’ savings deposits.

Longer-term lending and individual credit facilities are generally secured.

b) Credit-related commitments

Commitments to extend credit represent unused portions of authorisations to extend credit in
the form of loans, guarantees or letters of credit. With respect to credit risk on commitments
to extend credit, the Credit Union is potentially exposed to loss in an amount equal to the total
unused commitments. However, the likely amount of loss is less than the total unused
commitments, as most commitments to extend credit are contingent upon customers
maintaining specific credit standards.
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41.3 Impairment and provision policies

Impairment provisions are recognised for financial reporting purposes only for losses that have
been incurred at the Statement of Financial Position date based on the objective evidence of
impairment. Due to the different methodologies applied, the amount of incurred credit losses
provided for in the financial statements are usually lower than the amount determined from the
expected loss model that is used for internal operations management and co-operative societies
regulatory purposes.

The internal rating system assist management to determine whether objective evidence of
impairment exists under IFRS 9, based on the following criteria set out by the Credit Union:

Delinquency in contractual payments of principal or interest
Cash flow difficulties experienced by the borrower

Breach of loan covenants or conditions;

Initiation of bankruptcy proceedings

Deterioration of the borrower’s competitive position
Deterioration in the value of collateral

Impairment allowances on individually assessed accounts are determined by an evaluation of the
incurred loss at the statement of financial position date on a case by case basis, and are applied
to all individually significant accounts. The assessment normally includes collateral held and
anticipated receipts for that individual account.
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Maximum exposure to credit risk before collateral held or other credit enhancements

2018 2017
Credit risk exposures relating to on-Statement of
Financial Position assets:
Cash and cash equivalents financial and non-financial
institutions (Note 6) 3,145,458 3,203,913
Mortgages and loans receivable (Note 7) 45,758,518 45,192,322
Investment securities (Note 8) 5,207,104 5,381,838
Other assets (Note 9) 245,089 207,725
54,356,169 53,985,798
Credit exposure relating to off-balance sheet items:
Loan commitments and other credit related facilities - -
Total $54,356,169  $53,985,798

The above table represents a worst case scenario of credit risk exposure to the Credit Union at
December 31, 2018 and 2017, without taking account of any collateral held or other credit
enhancements attached. For the on-Statement of Financial Position assets, the exposures set
out above are based on the net carrying amounts as reported in the Statement of Financial
Position. Based on the above figures, 84.1% (2017: 83.7%) of the total maximum exposure is
derived from mortgages and loans receivables while 9.6% (2017: 9.9%) and 5.8% (2017: 5.9%)
represents investments securities and cash and cash equivalents respectively.
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415 Loans

Loans are summarized as follows:

2018 2017
Neither past due nor impaired 42,855,327 38,565,082
Past due but not impaired 1,924,066 2,385,994
Impaired 3,201,483 5,417 475
Gross loans (Note 7) 47,980,876 46,368,551
Interest receivable 125,912 100,299
Allowance for impairment (2,348,270) (1,276,528)
Net loans $45,758,518 $45,192,322

a) Loans neither past due nor impaired

The credit quality of the portfolio of loans and advances that were neither past due nor
impaired can be assessed by reference to the internal rating system adopted by the
Credit Union.
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415 Loans (cont'd)
(b) Loans past due but not impaired

Loans and advances less than 2 months past due are not considered impaired unless other
information is available to indicate the contrary. Gross amounts of loans and advances by class to
customers that were past due but not impaired were as follows:

Other Loans

Mortgages to members Total
As at December 31, 2018
Past due up to 30 days 418,242 71,199 489,440
Past due 31 to 60 days 747175 55,345 802,520
Past due 61 to 89 days 524,917 107,189 632,106
Total $1,690,333 $233,733 $1,924,066
Fair value of collateral $4,587,215 $62,680 $4,649,895
As at December 31, 2017
Past due up to 30 days 626,238 7,624 633,862
Past due 31 to 60 days 615,447 654,585 1,270,032
Past due 61 to 89 days 397,467 84,632 482,099
Total $1,639,152 $746,841 $2,385,993
Fair value of collateral $2,122,236 $494,191 $2,616,427
Fair value of collateral by type:
Past due but not impaired: 2018 2017
Mortgage 4,587,215 2,122,236
Bill of sale 51,295 191,591
Cash savings 11,385 302,600

$4,649,895 $2,616,427
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415 Loans (cont'd)

(c) Loans individually impaired

The Credit Union writes-off loans to the statement of income if that loan has been delinquent for
more than 365 days. Loans written-off for the year totaled $281,489 (2017: Nil). Gross amounts of
impaired loans and advances by class to customers were as follows:

Other Loans

Mortgages  to members Total
Past due but not impaired
As at December 31, 2018
Past due 90 to 180 days 592,411 72,796 665,207
Past due 181 to 365 days 301,852 303,067 604,919
Past due over 365 days 1,627,779 303,578 1,931,357
Total $2,522,042 $ 679,441 $3,201,483
Fair value of collateral $1,672,776 $ 3,869 $1,676,645
As at December 31, 2017
Past due 90 to 180 days 395,957 204,761 600,718
Past due 181 to 365 days 909,053 435,539 1,344,592
Past due over 365 days 2,868,764 603,401 3,472,165
Total $4,173,774 $1,243,701 $5,417,475
Fair value of collateral $4,407,685 $397,954 $4,555,349
Fair value of collateral by type:
Impaired loans:

2018 2017

Mortgage 1,672,776 4,047,685
Bill of sale - 295,561
Cash savings 3,869 102,393

$1,676,645 $4,555,349
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416 Concentration of risks of financial assets with credit risk exposure
a)  Geographical Sectors

The following table analyses the Credit Union’s main credit exposure at their carrying amounts, as
categorized by geographical region as at December 31, 2018. For this table, the Credit Union has
allocated exposures to regions based on country of domicile of the counterparties.

Other
Montserrat Caribbean Total
Credit risk exposures relating to on-Statement
of Financial Position assets:

Cash and cash equivalents from financial

institutions (Note 6) 3,227,548 568,415 3,795,963
Mortgages and loans receivable (Note 7) 47,980,876 - 47,980,876
Investment securities (Note 8) 100,331 5,106,773 5,207,104
Other assets (Note 9) 175,654 165,142 340,796
Credit risk exposures relating to off Statement 51,484,409 5,840,330 57,324,739

of Financial Position items:
Loan commitments and other credit related facilities -
As at December 31, 2018 $51,484,409  $5,840,330  $57,324,739

As at December 31, 2017 $50,069,921  $5,799,8254  $55,869,745
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4.1.6 Concentration of risks of financial assets with credit risk exposure

b) Economic risk concentrations within the customer loan portfolio were as follows:

2018 % 2017 %
Building costs 23,681,439 4936 22,710,534 48.98
Home purchase 2,447 614 5.10 2,582,864 5.57
Home renovation 202,317 0.42 283,583 0.61
Land purchase 4,393,906 9.16 4,596,814 9.91
Debt consolidation 3,915,156 8.16 2,297,896 4.96
Vehicle costs 5,995,230 12.50 6,407,522 13.82
Educational costs 853,395 1.77 539,847 1.16
Medical costs 665,572 1.39 1,502,863 3.24
Travel expenses 1,893,593 3.95 866,773 1.87
Household furniture 583,759 1.22 1,949,818 4.21
Working capital 1,283,612 2.67 1,883,609 4.06
Other 2,065,282 4.30 746,428 1.61
Gross Loans (Note 7) $47,980,875 100.0 $46,368,551 100.0

4.2 Market risk

The Credit Union takes on exposure to market risks, which is the risk that the fair value of cash
flows of a financial instrument will fluctuate because of changes in market prices. Market risks
arise from open positions in interest rate, currency and equity products, all of which are exposed
to general and specific market movements and changes in the level of volatility of market rates or
prices such as interest rates, credit spreads, foreign exchange rates and equity prices.



ST. PATRICK’S CO-OPERATIVE CREDIT UNION LIMITED Page 32

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Expressed in Eastern Caribbean Dollars)

FINANCIAL RISK MANAGEMENT (Cont'd)

4.2.1

4.2.2

4.2.3

Price risk

The Credit Union’s investment portfolio does not include quoted equity investment securities and
its exposure to price risk is minimal since the total of these securities is insignificant in relation to
its Statement of Financial Position.

Foreign exchange risk

The Credit Union takes on exposure to the effects of fluctuations in the prevailing foreign currency
exchange rates on its financial position and cash flows. The Credit Union does not believe any
significant foreign exchange risk exists at year end as all of its assets and liabilities are
denominated in either Eastern Caribbean Dollars or United States Dollars. United States Dollars
are translated into Eastern Caribbean Dollars at a fixed rate of EC$2.70 for US$1.00.

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Fair value interest rate risk is the risk that
the value of a financial instrument will fluctuate because of changes in market interest rates. The
Credit Union takes on exposure to the effects of fluctuations in the prevailing level of market
interest rates on both its fair value and cash flow risks. Interest margins may increase as a result
of such changes but may reduce losses in the event unexpected movements arise.

The following table summarises the Credit Union’s exposure to interest rate risks. It includes the
Credit Union’s financial instruments at carrying amounts categorised by maturity dates.
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Interest rate risk ... continued

As at December 31, 2018

Assets

Cash and cash equivalents
due from financial institution

Mortgages and loans
receivable

Investment securities:
Certificates of deposits

Commercial paper and
Government notes

Investments, unquoted

Other receivables

Total financial assets
Liabilities
Deposit liabilities

Loans payables
Other liabilities

Total financial liabilities
Total interest
repricing gap

As at December 31, 2017
Total financial assets
Total financial liabilities

Total interest
repricing gap

Exposed
up to
1 year

1,880,537
258,257
3,120,566

236,538

$(26,413,878) $(11,673,256)

6,381,466
(49,668,490)

$(43,287,024)

Page 33
Not
Exposed exposed
within Exposed to
1t05 over interest
years 5 years rate risk Total
- - 1,915,426 3,795,963
7,271,095 40,451,524 47,980,876
1,850,000 4,970,566
236,538
340,796 340,796
9,121,095 40,451,524 2,256,222 57,324,739
20,794,351 - 52,704,127
- 5,854,087 5,854,087
175,999 175,999
20,794,351 6,030,086 58,734,213
$40,451,524  $(3,773,864)  $(1,409,474)
14,528,658 32,095,540 2,773,728 55,779,392
(2,280,272)  ( - ) (5,821,389) (57,770,151)
$12,248,386  $32,095,540  $(3,047,661)  $(1,990,759)

Because of limited volatility in the securities markets in which the Credit Union’s investments are held, the
Credit Union is not unduly exposed to fair value interest rate risk.
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4.3 Liquidity risk

Liquidity risk is the risk that the Credit Union is unable to meet its payment obligations associated with its
financial liabilities when they fall due, and to replace funds when they are withdrawn. The consequence may
be the failure to meet obligations to repay depositors and fulfill commitments to lend.

The Credit Union is exposed to daily calls on its available cash resources from current accounts, maturing
deposits and loan draw-downs. The Credit Union does not maintain cash resources to meet all of these
needs, as experience shows that a minimum level of reinvestment of maturing funds can be predicted with a
high level of certainty. The Board sets limits on the minimum proportion of maturing funds available to meet
such calls and on the minimum level of other borrowing facilities that should be in place to cover withdrawals
at unexpected levels of demand.

Monitoring and reporting take the form of cash flow measurement, and projections for the next day, week and
month respectively, as these are key periods for liquidity management. The starting point for these
projections is an analysis of the contractual maturity of the financial liabilities and the expected collection date
of the financial assets.

Non derivative cash flows

The table below presents the cash flows payable by the Credit Union under non-derivative financial liabilities
by remaining contractual maturities at the Statement of Financial Position date. The amounts disclosed in
the table are the contractual and undiscounted cash flows, whereas the Credit Union manages the inherent
liquidity risk based on expected undiscounted cash flows.

1year 1to5years Over 5 years Total
As at December 31, 2018
Deposit liabilities 31,909,776 20,794,351 - 52,704,127
Other liabilities - - 5,854,087 5,854,087
Loans payable 175,999 - - 175,999
Total financial liabilities $32,085,775  $20,794,351 $5,854,087 $58,734,213
As at December 31, 2017
Deposit liabilities 49,668,490 2,280,272 - 51,948,762
Other liabilities 194,949 - - 194,949
Loans payable - - 5,626,440 5,626,440
Total financial liabilities $49,863,439 $2,280,272 $5,626,440 $57,770,151
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4.3 Liquidity risk ... continued
434 Funding approach

Sources of liquidity are regularly reviewed by management and the Board of Directors in order to
maintain a wide diversification by currency, geography, provider, product and term.

Assets available to meet all of the liabilities and to cover outstanding loan commitments include cash and
loans due to the Credit Union by its members. The Credit Union would also be able to meet unexpected
net cash outflows by selling investment securities and accessing additional funding sources.

435 Off Statement of Financial Position items

a)  Loan commitments

The dates of the contractual amounts of the Credit Union’s off-Statement of Financial Position
instruments that commit to extend credit to members and other facilities are summarised in the table
below.

1to 5 years
As at December 31, 2018
Loan commitments -

As at December 31, 2017
Loan commitments -

b)  Capital commitments
The amount of commitments for capital expenditure at December 31, 2018 was Nil (2017: Nil).

4.4 Fair value of financial assets and liabilities

Fair value amounts represent estimates of the consideration that would currently be agreed between
knowledgeable, willing parties who are under no compulsion to act and is best evidenced by a quoted market
value if one exists. The carrying values of the Credit Union’s financial assets and financial liabilities as
disclosed in the Statement of Financial Position approximate to their fair values except for the Fair Value
Through other Comprehensive Income investment securities, which are unquoted.
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FINANCIAL RISK MANAGEMENT (Cont'd)

4.4 Fair value of financial assets and liabilities ... continued

4.5

() Cash and cash equivalents
Due to their short term nature, the carrying amounts of these assets approximate their fair values.

(ii) Loans

Loans are net of provisions for impairment. The estimated fair value of loans and advances
represents the discounted amounts of estimated future cash flows expected to be received. Expected
cash flows are discounted at current market rates to determine their value. The interest rates on the
loans reflect the market interest rates, hence the carrying values are considered to approximate the
fair value.

(i) Investment securities

Investment securities include only assets classified as FVTOCI unquoted equity investments
measured at cost and loans and receivables. The fair value of FVTOCI unquoted equity investments
cannot be reliably estimated and hence these investments are carried at cost once they are not
impaired.

(iv) Members’ deposits and other borrowings

The estimated fair value of deposits with no stated maturity, which included non-interest bearing
deposits, is the amount repayable on demand. The carrying values approximate the fair value because
of their short term nature.

The estimated fair value of fixed interest bearing deposits and other borrowings not quoted in an active
market is based on discounted cash flow using interest rates for new debts with similar remaining
maturity. The interest rates on these financial liabilities reflect the market interest rates, hence the
carrying values are considered to approximate the fair value.

Capital management
The Credit Union’s objectives, when managing capital are to safeguard the Credit Union’s ability to
continue as a going concern in order to provide returns and benefits for members and other

stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Credit Union may adjust the amount of
dividends paid to members, issue new shares or sell assets to reduce debt.
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4, FINANCIAL RISK MANAGEMENT (Cont'd)
4.6 Financial assets and liabilities by category

The table below analyses the Credit Union’s financial assets and liabilities by category:

Loans and Available

receivables for sale Total
As at December 31, 2018
Assets
Cash and cash equivalents 3,227,548 - 3,227,548
Mortgages and loans receivable 47,980,876 - 47,980,876
Investment securities 5,207,104 - 5,207,104
Other assets - 340,796 340,796
Total financial assets $56,415,528 $ 340,796 $56,756,324
Liabilities
Members' deposits - 52,883,199 52,883,199
Other liabilities - 5,854,087 5,854,087
Loans payable - 175,999 175,999
Total financial liabilities $- $58,913,285 $58,913,285
As at December 31, 2017
Assets
Cash and cash equivalents 3,821,478 3,821,478
Mortgages and loans receivable 46,368,551 - 46,368,551
Investment securities 3,385,335 1,996,502 5,381,837
Other assets - 297,879 297,879
Total financial assets $53,575,364 $2,294,381 $55,869,745
Liabilities
Members' deposits - 51,948,762 51,948,762
Other liabilities - 5,626,440 5,626,440
Loans payable - 194,949 194,949
Total financial liabilities $- $57,770,151 $57,770,151
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The Credit Union makes estimates and assumptions that affect the reported amounts of assets and
liabilities within the next financial year. Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

a)  Impairment losses on Amortised Cost - mortgages and loans and receivables

The Credit Union reviews its loan portfolios to assess impairment on a periodic basis. In determining
whether an impairment loss should be recorded in the income statement, the Credit Union makes
judgements as to whether there is any observable data indicating that there is a measurable decrease in
the estimated future cash flows from a portfolio of loans before the decrease can be identified with an
individual loan in that portfolio. This evidence may include observable data indicating that there has
been an adverse change in the payment status of borrowers, or local economic conditions that correlate
with defaults on assets in the Credit Union. 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. The methodology and assumptions used for
estimating both the amount and timing of future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual loss experience.

b)  Impairment of FVTOCI - equity investment

The Credit Union determines that FVTOCI - equity investments are impaired when there has been a
significant or prolonged decline in the fair value below its cost. This determination of what is significant
or prolonged requires judgement. In making this judgement, the Credit Union evaluates among other
factors, the normal volatility in share price. In addition, impairment may be appropriate when there is
evidence of deterioration in the financial health of the investee, industry and sector performance and
operational and financing cash flows, and changes in technology.

There was no impairment loss recognized in the statement of comprehensive income for the year 2018
(2017: Nil).
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6.  CASH AND CASH EQUIVALENTS

Cash at other credit unions
Royal Bank of Canada
Bank of Montserrat Limited
First Citizens Bank

Cash with financial and non-financial institutions
Cash on hand

Total

149,255
1,727,977
849,066
419,160
3,145,458
650,505
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165,534
1,851,319
1,113,795

73,265
3,203,913
617,565

The Credit Union held deposits at various financial and non-financial institutions. The interest rates on these

deposits ranged from 0% to 2.5% (2017: 0% to 4%).

7. LOANS RECEIVABLE

Mortgage loans
Government loans
Other loans

Gross loans
Interest receivable
Allowance for loan impairment (see below)

Total

Current
Non-current

Total

Allowance for loan impairment

The movement in allowance for loan impairment is as follows:
Balance at start

Bad debts written off

IFRS 9 Additional Provision

Provision for the year

Balance at end

20,439,198
6,373,801
21,167,877
47,980,876
125,912

(2,348,270)

10,273,929
35,484,589

1276528
( 167,445)
1,059,013

180,174

19,476,667
6,350,661
20,541,223
46,368,551
100,299

( 1.276528)

10,773,841
34,418,481

775,483

501,045
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INVESTMENTS

Fair Value Through Profit & Loss

Certificates of Deposits

Clico Investment Bank Limited - certificate of deposit

British American Insurance Company Limited - certificate of deposits
Communal Credit Union Limited

St. John's Credit Union

Nevis Credit Union

First Citizens Investment Services Ltd.

Community First Credit Union

Interest receivable

Provision for impairment
Total certificates of deposits
First Citizens Investment Services Ltd.

- Government of St. Lucia six year Treasury Bond
- Medium Term Notes

Fair Value Other Comprehensive Income (unquoted equity securities)
OKIO Credit
Eastern Caribbean Home Mortgage Bank Limited

Eastern Caribbean Securities Exchange Limited
Bank of Montserrat

Total investments

Current

Non-current

Total

161,810
618,220
10,149
89,060
1,183,546
1,167,364
613,263
56,569

3,899,981

( 779.415)

3,120,566

500,000
1,350,000

3,607
107,600
25,000
100,331

3,357,104
1,850,000
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526,785
618,220
9,287
86,888
1,149,074
1,138,892
598,306
56,159
4,183,611
( 798,275)

3,385,336

500,000
1,350,000

3,571
107,600
25,000
10,331

3,531,838
1,850,000
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INVESTMENTS (Cont'd)

Impairment of Investment Securities

The Credit Union holds investment with two CL Financial Limited Group (CL Group) entities. The CL Group having
experienced significant financial and liquidity difficulties sought the assistance of the Government and Central Bank
of Trinidad and Tobago. As at December 31, 2018, The Credit Union held certificates of deposit with BAICO
totaling $618,220 (2017: $618,220), and certificates of deposits with CIBL totaling $161,810 (2017: $526,785).

)

British American Insurance Company Limited — (BAICO)

In 2009, Judicial Managers were appointed for the Antigua Branch of BAICO where the investment was
held. Management, after assessing the available information including the report of the Judicial Managers
with respect to the financial position of BAICO, made a 100% impairment provision for its investment
amounting to $735,077, inclusive of accrued interest.

Clico Investment Bank (CIBL)

The certificates of deposits held in CIBL matured in 2009. A transfer agreement, dated 17 December,
2009, was signed among CIBL, First Citizen Bank Limited (FCB) of Trinidad and Tobago , and The Credit
Union for the transfer and acceptance of the certificates of deposits (from CIBL to FCB), with the effective
transfer date being 1 February, 2009 when new certificates of deposits were issued. By the first quarter of
2013, The Credit Union had received $2,389,653 from FCB when the new certificates of deposits matured.
Based on the foregoing information then available, management assessed that the remaining balance was
unlikely to be recovered and made a 100% impairment provision against the remaining balance, inclusive
of interest.

In April, 2018, the Credit Union received an interim settiement of $346,730 from the Liquidators of CLICO
Investment Bank Limited against Certificate of Deposits totaling $526,785. As a result the impairment
provision on this investment was reduced to $180,055 as at 31st December, 2017, given the transaction
was treated as a subsequent event in 2017.

As at 31 December 2018, the Provision for Impairment was $779,415 (inclusive of interest) (2017:
$798,275), equal to 100% of the remaining investments.
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INVESTMENT SECURITIES (Cont'd)

The movements in investment securities may be summarised as follows:

Cost/Valuation at start - January 1, 2018
Additions

Disposal (sale and redemption)

Increase (Decrease) in interest receivable

Balance at December 31, 2018

Cost/Valuation at start - January 1, 2017
Additions

Disposal (sale and redemption)

Increase (Decrease) in interest receivable

Balance at December 31, 2017

OTHER ASSETS

Inventory - stationery supplies
Prepayments and deferred expenses
Other receivables

Total

Current
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Amortised Cost Fair value Other
Loans and Comprehensive Total
receivables income
5,235,336 146,502 5,381,838
( 245,911) 90,036 ( 155,875)
( 18,859) - ( 18,859)
$4,970,566 $236,538 $5,207,104
4 487,906 215,608 4,703,514
2,505,813 402 2,506,215
(1,704,950) ( 69,508) (1,774,458)
( 53,433) - ( 53,433)
$5,235,336 $146,502 $5,381,838
2018 2017
52,945 57,155
42,762 32,999
245,089 207,725
$340,796 $297,879
$340,796 $297,879
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10. PROPERTY, PLANT AND EQUIPMENT

Machinery
Freehold Freehold Motor and

Land Building Vehicle Equipment Total
At December 31, 2018
Cost/valuation 96,267 3,888,212 931,582 4,916,061
Accumulated depreciation - ( 988,895) ( 757,662) (1,746,557)
Carrying amount at end $96,267 $2,899,317 $173,920 $3,169,504
Year ended December 31, 2018
Carrying amount at start 96,267 2,977,082 180,257 3,253,606
Additions - - 56,084 56,084
Depreciation expense ( 77,765) ( 62421)  ( 140,186)
Carrying amount at end $96,267 $2,899,317 $173,920 $3,169,504
At December 31, 2017
Cost/valuation 96,267 3,888,212 875,498 4,859,977
Accumulated depreciation - (1 911,130) ( 695,241)  (1,606,371)
Carrying amount at end $96,267 $2,977,082 $180,257 $3,253,606
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INTANGIBLE ASSETS

Cost at start
Additions during the year

Cost atend
Accumulated amortization at start
Amortization charge

Accumulated amortization at end

Carrying amount at end

58,981

(103,651)
( 2,606)
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(102,933)
( 718)

Intangible assets relate to computer software programs that are amortized on a straight line basis at a rate of 20%
per annum. Impairment loss becomes effective if there is a change in the usefulness of the program before the
assets are fully amortized. Amortization charges are included in the line item depreciation and amortization in the

Statement of Comprehensive Income on page 4.

DEPOSIT LIABILITIES

Members’ term deposits
Primary savings deposits
Regular savings deposits
Committed savings deposits
Christmas savings deposits
Other savings deposits

Interest payable
Total

Current
Non-current

20,796,735
27,240,839
3,463,693
180,121
255,937
766,802
52,704,127
179,072

32,088,848
20,794,351

21,395,404
26,593,360
2,500,522
263,113
244,847
755,012
51,752,258
196,504

49,668,490
2,280,271
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DEPOSIT LIABILITIES (Cont'd)

Government of Montserrat Deposits

Page 45

Included in Primary Savings Deposits are deposits totaling $5,826,750 (2017: $5,733,708) in the name of the

Government of Montserrat.

The effective interest rates on the deposits liabilities were as follows:

Primary/Regular savings deposits
Committed savings deposits
Christmas savings deposits
Members’ term deposits

OTHER LIABILITIES

Accounts payable
Accruals

Total

Current

LOANS PAYABLE

(@) Government of Montserrat - H.O.M.E. Programme
(b) Montserrat Development Corporation

Total
Current
Non-current

Total

2.25% to 5%

147,459
28,540

5,984

448,419
5,405,668

2.25% to 5%

182,566
12,383

5,482,036
144,404

448,419
5,178,021
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LOANS PAYABLE (Contd)

(a) Government of Montserrat

In 2010, the Government of Montserrat introduced H.O.M.E (Home Ownership Motivates
Everyone), a loan program geared towards low and middle income earners to provide them with
opportunities to staircase their way to home ownership. The Credit Union agreed to intermediate
the funds relating to Plan A and Plan C of the program.

The Government meets the full costs of each home construction in exchange for an equity stake
equal to the full construction costs less the borrower’s equity interest, secured by a charge over the
property in favour of the government.

The Government provides the Credit Union with listings of preliminarily approved applicants and
their data for verification. The Credit Union conducts necessary background checks and
verification, and submits recommendations to The Housing Unit of the Ministry of Agriculture, Land,
Housing and the Environment for final approval.

The Credit Union receive fees of one percent (1%) of the three (3%) charged on Plan C loans and
two percent (2%) of the five percent (5%) charged on Plan A loans. Fees earned by the Credit
Union for 2018 amounted to $76,988 (2017: $76,988). Interests on loans in excess of fees due to
the Credit Union are held in an interest bearing account for the Government.

As at the date of the audit report, the H.O.M.E agreement between the Government of Montserrat
and the Credit Union had not been signed.

(b) Montserrat Development Corporation

In 2013, Credit Union and the Montserrat Development Corporation (MDC) entered into an
arrangement whereby the Credit Union was made responsible for the intermediation of funds
provided by the MDC towards the development of micro enterprises.

The MDC is a company 100% owned by the Government of Montserrat. The MDC inter alia had a
mandate to introduce and implement a business financing facility (BFF) whose main objective is to
regenerate the private sector in Montserrat by providing sustainable access to financial and other
support services for microenterprise development.
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LOANS PAYABLE (Contd)

(b) Montserrat Development Corporation (Cont’d)

Under the contractual arrangement, the MDC meets the full costs of the small business loan. The
MDC is responsible for conducting client background checks and verification, loan application, loan
processing and loan approval procedures.

Subsequently, the MDC submits a list of approved loan clients along with the necessary loan
information of SPCCU for processing and disbursement.

As per contractual agreement, the Credit Union is not liable to MDC for any loss incurred by the
MDC in respect of administering and servicing of the loans. Also, the Credit Union is not obligated to
process and disburses loans to MDC clients that do not meet its AML/CFT procedures.

The Credit Union receive fees of one and half percent (1.5%) of the five (5%) charged on the MDC
loans. Interests on loans in excess of fees due to the Credit Union are held in an interest bearing
account for the MDC.

Loan Funds from Government of Montserrat 2018 2017

Loan funds provided as at January 1 5,626,440 5,824,502
Loan funds provided during the year 687,928 35,150
Principal re-payments during the year ( 346,064) ( 233,212)
Written off during the year ( 114,217) -

Net loan funds provided as at December 31 $5,854,087 $5,626,440
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15. SHARE CAPITAL
The Co-operatives Societies Act No. 2 of 1995, Section 90 and By-Laws of the St. Patrick’'s Co-
operative Credit Union Limited Article VIII provide for the issue of an unlimited number of non-
withdrawal shares to its members.

The non-withdrawable shares are of a nominal value of $5 per share.

2018 2017
Authorised share capital
Unlimited shares of $5 each
Issued share capital
a) 5,566 (2017: 5,341) Ordinary shares of $5 each 27,830 26,705
b) 91,862 (2017: 88,082) Permanent shares of $5 each 459,310 440,410
$487,140 $467,115

The Board of Directors approved the creation of new permanent shares to bolster the equity base of
the Credit Union on July 22, 2013. As at December 31, 2018, the issue had generated capital of
EC$459,310 (2017: $440,410).

16.  STATUTORY AND OTHER RESERVES

Reserve for
Interest on
Non- Reserve for
Statutory performing Loan
Reserve Loans Impairment Total
Balance at December 31, 2016 782,567 125,606 23,203 931,376
Transfer from income 103,192 - - 103,192
Balance at December 31, 2017 885,759 125,606 23,203 1,034,568
Transfer from income 55,398 - - 55,398
Balance at December 31, 2018 $941,157 $125,606 $23,203 $1,089,966
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STATUTORY AND OTHER RESERVES (Cont'd)

(i)  Statutory reserve

Section 119 of the Co-operatives Societies Act, No. 2 of 2003 requires that the Credit Union appropriate
at least 20% of its surplus to a non-distributable reserve called a reserve fund, along with fees and fines
collected from its members.

(i) Reserve for interest on non-performing loans

This reserve was created to set aside interest accrued on non-performing loans where certain conditions
are met in accordance with IFRS 9. The Montserrat Co-operatives Societies Regulations, 2006, however
do not allow for the accrual of such interest. The interest is therefore set aside in a reserve and is not
available for distribution to members of the Credit Union.

(iii) - Reserve for loan impairment

This reserve was created to set aside the amount by which the loan loss provision calculated under the
Montserrat Co-operatives Societies Regulations, 2006 exceeded the loan loss provision calculated in
accordance with IFRS 9. The excess is therefore set aside in a reserve and is not available for
distribution to members of the Credit Union.

REVALUATION RESERVE

In 2007, the buildings were revalued at market value by K T Engineering Consultants Limited. The
surplus on revaluation at that date of $1,610,737 was taken to a revaluation reserve account.

INTEREST INCOME 2018 2017
Interest on loans 2,755,272 2,607,894
Income on investments 180,575 170,846

Total $2,935,847 $2,778,740
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INTEREST EXPENSE
Term deposits
Savings

Total

OTHER INCOME
Fees and Commissions
Rental income

Miscellaneous income

Total

STAFF COSTS

Salaries, wages and bonuses
Statutory contributions

Other staff benefits

Staff insurance

Total staff costs

The Credit Union contributed 100% of the premium costs under an insurance policy to provide

medical insurance cover for its staff.

579,827
489,580

301,408
9,530
69,081

777,869
27,105
15,898
14,740
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621,875
476,285

389,850
11,100
52,381

718,026
26,373
16,764
15,015
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22. GENERAL AND ADMINISTRATIVE EXPENSES 2018 2017
Insurance expense 42,337 42,746
Convention and meetings expenses 77,193 59,587
Professional fees 3,000 3,857
Building maintenance 30,165 40,169
Postage and office supplies 79,659 65,202
Electricity and water 74,945 62,239
Audit fees and expenses 40,000 40,000
Training expenses 4,640 10,632
Equipment repairs and maintenance 28,409 31,013
Annual general meeting expenses 39,084 10,833
System maintenance 47,781 40,721
Telephone and faxes 41,606 39,308
Transportation and travel expenses 51,735 32,370
Miscellaneous 11,081 9,301
Subscription and dues 12,290 11,871
Rent expenses 5,506 6,254
Property taxes 4,506 4,911
Entertainment and appreciation 60,341 27,742
Foreign exchange loss 1,140 5,535
Total $655,418 $544,291

23. DEPRECIATION AND AMORTIZATION

Depreciation on property, plant and equipment 140,186 135,421
Amortization of intangible assets 2,606 718

Total $142,792 $136,139
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MARKETING AND PROMOTION EXPENSES 2018 2017
Advertising and promotion 65,100 20,695
Donations and sponsorships 24,756 22,703
Total $89,856 $43,398

RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions.

A number of transactions were entered into with related parties in the normal course of business.
These include loans, deposits and other transactions. These transactions were carried out on
commercial terms and at market rates. The volume of related party transactions, outstanding balances
at the year end and associated expenses and income for the year are as follows:

2018 2017
Loans to Directors and key members of management
Loans outstanding at beginning of year 462,225 484,241
Loans issued and related charges during the year 422,130 342,061
Loans repayments and related credits during the year (544,961) (364,077)
Loans outstanding at end of year $339,394 $462,225

Interest income earned in 2018 was $18,882 (2017: $41,951).
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RELATED PARTY TRANSACTIONS AND BALANCES (Cont'd)

2018 2017
Deposits by Directors and key members of
management
Deposits at beginning of year 156,626 296,645
Deposits and related credits received during the year 749,595 792,975
Deposits repaid and related debits during the year (586,075) (932,994)
Deposits at end of year $320,146 $156,626

Interest expense incurred in 2018 was $6,649 (2017: $7,502).

During the year, salaries and related benefits of $237,840 (2017: $222,480) were paid to key members
of management, allocated as follows:

2018 2017
Salaries and wages 234,000 218,640
Statutory contributions 3,840 3,840
Total $237,840 $222,480

COMMITMENTS

Capital Commitment

There were no commitments for capital expenditure at December 31, 2018 (2017: Nil).

Credit related commitments

The following indicates the contractual amounts of the Credit Union’s off-Statement of Financial
Position financial instruments that commit it to extend credit to members:

Undrawn commitments to extend advances and/or loans $ - $ -
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SUBSEQUENT EVENTS
Impact of COVID 19

Following the global shutdown from COVID-19 in March 2020, the Credit Union as part of a regional
initiative promoted by the Eastern Caribbean Central Bank rolled out a loan deferral (moratorium)
programme for customers for up to three (3) months with a possible extension upon review. A waiver of
late fees and charges was also applicable to eligible members during that period.

In rolling out the loan deferral (moratorium) programme the Credit Union required members to apply for
the loan deferral/moratorium citing the reasons why they are requesting the deferral. Consideration for
loan deferrals / moratorium was determined via a review and assessment on a case by case basis of the
members circumstances taking into contemplation members whose income have been negatively
impacted.

At the time of arranging the loan/deferral/ moratorium the Credit Union discussed and agreed with the
approved member’s the terms of the restructuring of the respective loan at the end of the moratorium
period and the capitalization of accumulated interest.

The Credit Union deferred 58 loans in total. Twelve (12) of those deferred related to persons who
represented owner operated small business. The loans which were deferred collectively had a total
outstanding balance of $5.7M, with monthly loan installment payments of $78,616 and represented 11.5%
of total loans.

At July 31, 2020 all the loans were deferred and restructured to include accrued interest were set back to
performing as per agreed schedule.
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