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lntroduction
The Board of Directors of the Manx Credit Union {MCU) is delighted to present this report to members at
the second AnnualGeneral Meeting (AGM).

Membership of the Manx Credit Union has continued to increase over the past year. Members of the Manx
Credit Union are part of a world-wide movement: in its 20L7 Statistical Report, the World Council of Credit
Unions noted that it contained information from 89,026 credit unions serving over 260 million members in
117 countries worldwide. The same report indicated that there are 450 credit unions in Great Britain with
1,749,447 members, and in lreland there are 359 credit unions with 3,600,000 members (which means that
over half its population are members of a credit union - impressivel).

Governance

Currently, the Manx Credit Union is governed by two main pieces of Manx legislation, the lndustrial &
Building Societies Act 1892 and the Credit Unions Act 1993: however, amendments to the Credit unions Act
1993 have received RoyalAssent and are likely to become effective in Febr.uary 2019 when an Appointed
Day Order is approved by Tynwald.

The Rules of the Manx Credit Union incorporate the legislative requirements, and a set of policies and
procedures have been developed to administer the day-to-day operations of the credit union. Copies of
these documents are retained in the registered office and are available to members for inspection.

The MCU is managed by a Board of Directors, currently comprising seven members. All the Board members
ta ke a great interest in the successful operation of the MCU and take their duties seriously. The Board is
required to meet at least four times a year, but has met 5 times in the reporting period,

The Board established a Credit Committee to review and process all loan applications. Minutes are taken at
allthe Credit Committee meetings to document the decisions made, and reports are provided to the Board.
(See the separate credit commlttee report to the AGM for further information.)

The MCU is regulated by the lsle of Man Financial Services Authority, with whom we have regular meetings,

Volunteers

The MCU has no paid staff and is run entirely by volunteers, including the Board members: quite simply, it
would not operate without their valued input. The Board would like to give special thanks to all the
volunteers who have given their time freely and enthusiastically to the MCU,
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Training

Training has been given a high importance, especially as there are legal responsibilities incumbent upon

both the MCU and the volunteers as well as the more straightforward tasks of understanding how to use

the various systems. lnduction training has been carried out with all volunteers, and ongoing training is

provided in areas including Data Protection and Anti-Money Laundering.

Members

As at 30 September 2018, the MCU had 468 members and the Board would like to thank each and every

one of them for joining the credit union. As with the Board members and volunteers, we are sure that all

the members appreciate the benefit of having a credit union on the lsland.

Dividend

A dividend for the financial year ending 30 September 20L8 will be discussed at the AGM.

Complaints and disputes

No complaints were made to, or disputes raised with, MCU in the period to 30 September 2018 and none have
occurred since that date.

Special thanks

ln addition to the members and volunteers, the Board wishes to thank the following for their help and

support:
. Lloyds Bank lnternational for providing banking arrangements;
. Barclays Bank for their continued support, including offering us space in their "tent" at the Royal Manx

Agricultural Show in August 2108 and enabling us to hold monthly "meet the members" sessions at their
Ramsey branch;
. UKCU, the trade body to which we are affiliated, for always being available to provide help and guidance

about all things relating to credit unions;
. our auditors Browne Craine Associates Limited for waiving their normal audit fee of [5,000+VAT and

instead accepting a contribution to their costs as indicated in the notes to the accounts;
. CIDS for providing a free credit reference service;
. the Nadine Charitable Trust's commitment to pay for office space for the five years to the end of 20L8;

. the trustees of Manx Credit Union Trust who provide the guarantee for our members' savings, and;

. the Manx Lottery Trust for providing a grant of €3,000 from its Community Awards Programme to help
pu blicise our activities.
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Challenges and events for the next vea.r

The biggest challenge will be how we adapt from our current status as a body regulated by the lsle of Man

Financial Services Authority (FSA) to becoming a licenceholder under the Financial Services Act 2008: this

change in status will occur when the Appointed Day 0rder is approved by Tynwald. This change will increase

the adminisuative burden required to manage the credit union in order to adhere to the standard licence

conditions, and will incur extra costs: for example, the FSA will require us to pay an annual licence fee at a

proposed rate of €500. lt is worth noting that the Manx Credit Union will be in a unique position as a

licenceholder: it will be the only'credit union on the lsland and one that is run entirely by unpaid volunteers.

Other key challenges in the year ahead for the continuing development and growth of the Manx Credit Union

are:
. to continue to provide loans and savings products to suit the needs of our members from a[[ sectors of the

lsland's population;
. to develop relationships with other 'not-for-profit' organisations who seek to serve those who feel

financially excluded, and;
. to recruit volunteers with specialist financial knowledge as we inreasingly reach out into the community,

develop our services and increase the size of the membership,

Ar Y|.i"za"
Company Secretary
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Opinl'on

We have audited the financial statements of Manx Credit Union Limited for the year ended 30
September 2018 which comprise the Revenue Account, Balance Sheet, Statement of Changes in
Equity, Cash Flow Statement and the related notes, including a summary of significant accounting
policies. The financial reporting framework that has been applied in theiiprepalatisn is applicable
law and United Kingdom Accounting Standards, including FRS 102 'The Financial Reporting
Standard applicable in the UK and Republic of lreland" (United Kingdom Generalty Accepted
Accounting Practice).

The report is made solely to the Credit Union's shareholders, as a body, in accordance with the
Credit Unions Act 1993. 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 responsibil1y to
anyone other than the Credit Union and the Credit Union's members as a body, for oui audit work,
for this report, or for ihe opinions we have formed.

ln our opinion the financial statements:

' give a true and fair view of the state of the Credit Union's affairs as at 30 September 201g and of
the it's income and expenditure for the period then ended;

" Eta$e km pWts peW,W kt memdanm srEt'r tGM ffigdaltr eer,wae,*c@ AeffiEreEE
fuacffce; and

' have been prepared in accordance with the requirements of the Industrial and Buildings Societies
Act 1982 and the Credit Unions Act 1993 .

Basis for opinion

We conducted our audit in accordance with lnternational Standards on Auditing (UK) (lSAs (UK))
and applicable law' Our responsibilities under those standards are further described, in the auditor,s
r*ryEeffiEsfurfheat"nffisf fPeffnafici#statemenfs sectibn of ourreport We are rndependbnt of
the company in accordance with the ethical requirements that are relevant to our audit of ihe
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.

Co*efusbrrc reffiftfiS trr gufttgr Goncenr
We have nothing to 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 alout the company's ability to continue b adoptthe going conoern basieof meotrrdfngr for a period of,at leasf twet've moffis from the dafe when the fihancibl statements are
authorised for issue.
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Other information

The other information comprises the information included in the annual report, other than 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 othenryise explicitly stated in our report, we do not express any form of assurance
conclusion thereon. ln 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 wiih the financial statements or our knowledge obtained in the audit or otherurrise
appears to be materially misstated. If we identify such material ineonsistencies or apparent material
misstatements, we are required to determine whether there is a material rnisstatement in the
financial statements or a material missiatement of the other information. lf, 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.

Responsibilities of directors

' maintaining adequate accounting records; and
' safeguarding the assets of the company and hence taking reasonable steps for the prevention and
detection of fraud and other irregularities.

fn prrykq ffirc tM sta€ffrffirts* the ffi:s ae rWrpSHb fu mwk6 6rrc anz+6q{e
abtrity to contir'rue as a going concem, dlscfosing, as appficable, mafters refated tb gofng concern
and using the going concern basis of accounting unless the directors either intend to liquidate the
company 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 assuranee about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with lSAs (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 ft*r$m d,w#iryr e# effi reegffE$*ffiia* fw &E al'dit of *re ers$cifr+ @ftffiirsffirts b 16ffi eft ffi
Financial Reporting Council's website at www.frc.org.uk/auditscopeukprivate. This description forms
part of our auditor's report.

&.,* G*r* --riev**/z Zr**d
BROWNE CRAINE ASSOCIATES LIMITED

Chartered Accountants

Burleigh Manor
Peel Road
Douglas

ffi/.a,. / tt
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Revenue Account

for the period ended 30 September 2018

Loan interest receivable and similar income

lnterest payable

ffet interest [nccr$e

Fees and commissions receivable

Fees and commissions payable

ffet fees and commissions receivable

Other income

Manx Credit Union Working Party

Ad m inistrative expenses

Promotion
Other operating expenses

Depreciation and am ortisation

lmpairment losses on loans to members

{DeficitffScrp}us ke tarctio+r

Taxation

f **Atp*rplu* fer tle ilm*uief year

Other comprehensive income

To{a I cornpretrercine income

Note

Efi**

f

t3,.&cs

2417

t

1,2124

6

13,300

1,776

1,212

'1,535

*glc,

t rq,cffi

2.

ra F*q
vb €r,@

{:i6..7**2

ftfi"ffi €*,w
€*ffi*

fj?*,r&*

{4,€72i}

(4,67tl

_{4,612't_

, srt

13,960

34,090

(10,647)

(2,52A)
(5,274)

(a,a27)

19,582

22,329

22,329

22,329

7



Manx Credit Union Limited

Balance Sheet

as at 30 September 2018

ASSETS

Cash, cash equivalents and liquid deposits

Loans to members

Tangible fixed assets

lntangible fixed assets

Prepayments and accrued income

Total Assets

LIAB}LlnES
Subscribed capital - repayable on demand

Other payables

Creditor due after one year

Retained earnings

TotalUabilities _644.ffir

The financial statements were approved and authorised for issue by the
Board on 27 November 2018 and signed on its behalf by:

'ilsrv{ MA.,vt r\

16

12

'10

11

Nt8
e,

299,738

227,767

2,976

10,960

?,228

2017

285,650

34,158

4,728

18,084

1,192

13

14

14

521,972

4,9?8

0

17,667

313,683

4,800

3000

22,329

Note

343,812

8
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Staten'lsnt of changes in equity

for the period ended 30 September 2O1B

As at22 August 2016

Transferred in

Surplus/(Deficit) for the period

As at the 30 September 2Afi

As at 1 October 2017

Transfered in

Surplus/(Deficit) for the period

As at 30 September 2018

- M,"fl& f,,4,sg$

11,728)- (10,tr,,3! (11,781'

$;rmi z$,gw m,tt$

&;r28,b ?;4,9#T 2it3*

5,549 g6,n1l @,6721

3,ffi.t te,8l:}6 trV,Wf

€;ene** Rwtrt*td, T;&t
fteertres Eess,tt** f;esarrc

f tE



Manx Credit Union Limited
Cash flow statement

for the period ended 30 September 2018

eash flows frcr* operating activities

(Deficit)/Surplus before taxation

Adjustments for non-cash items:

Depreciation & amortisation

Depreciation & amortisation introduced

lmpairment losses

Movements in:

Accrued interest

Prepayments and accrued income

Other payables

Note

10

10,11

12b

13

ffic&

t
84,6E4

*,w&

e-ffi
e--*

#.w*
w,@
(4,ffi!

ffit,ffi
€87#,tI

lrce'w.*
TFW
rt*#i2

2417

L

22,329

10,427

2,710

35,066

(1,152)

7,800

6,608

332,128
(18,4451

(3s,876)

5,718 .

279,525

(2,263)

(5,146)

(2,160)

(25,s80)

(35,54s)

285,650

285,65A

L;asn llows trom cnanges ln operatlng assets and ttabtlttres

Cash inflow from subscribed capitai
Cash oufflow from repaid capital

Loans to members 12a

Repayment of loans by members 12a
ldet sash flsws from op+rating activities

Cash flow from investing activities
Purchase of tangible assets

Tangible assets introduced

Purchase of intangible assets

lntangible assets introduced

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and eash equivale.nts at end of year

10

1A

11

11

€effi!

($081

*4,CS&

28AG$S

t6 29,73*.

10



Manx Credit Union Limited
Cash flosr statement

for the period ended 30 September 2018

Cash flows fram operatlng aetivities

( Deficit/Surpl us before taxation

Adjustments for non-cash items:

Depreoiation & amortisation

Depreciation & amortisation introduced

[mpairment losses

Movements in:

Accrued interest

Prepayments and accrued income

Other payables

10

10,11

12b

&G8

E

E4$r'2I.

$,8*4

et'&&

-''-*'

€ft"w}

G,ffir
{*,sse;

?f1C,W
w,&rb

w.&"*r*r
Tr&e
+*ffi

2417

t
22,329

10,027

2,710

35,066

{1,192)

7,800

6,608

332,128
(18,44st

(39,876)

5,718 .

279,525

(2,263)

(5,146)

(216a)

(25,9e0)

(35,549)

285,650

285,650

uash flows lrom changes rn operatlng assets and nabttttIes

Cash inflow from subsribed capitai 1g
Cash outflow from repaid capital

Loans to members 12a

Repayment of loans by members 1Za
F,let cash flows from operating activlties

Cash flow frorn investing activities
Purchase of tangible assets

Tangible assets introduced

Purchase of intangible assets

lntangible assets introduced

Net increase in caeh and cash equivalents

Cash and cash equjvalents at heginning of year

Gash and cash equivalents at end of year

fo' fgffi.}

+&

t't

fffi}

t4w,
2#5,ffi

16 Wr,,ffi

'10



Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

Leg#sdrq*ffif tuffi*c*
M#u( Crdit |..[rtia& Liir]igd (r.efurd b+ a &Et E [r] th#e n#] i* a sooi@r mtaHiaF;d E]EM t]E
lndustrial and Building Societies Act 1892, whose principal activity is to operate as a credit union,
within the meaning of the Credit Unions Act 1993. MCU is regulated by the lsle of Man Financial
Services Authority. The date of incorporation was 22nd August 2016.

ln accordance with the regulatory environment for credit unions on the Isle of Man, savings from
members can be made by subscription for redeemable shares.

Affirtery@
Basrc ofprepamtian
The accounts have been prepared'under fhe hfstorlcal'cost conventibn and [n accordance with FRS
102 The Financial Reporting Standard applicable in the UK and the Republic of lreland.

Going Goncern
The financial statements have been prepared on a going concern basis.

lncome
Loan interest receivable and similar income: lnterest on both loans to members and loans to banks
(i.e, cash and cash equivalents held on deposit with other financial institutions) is recognised using
the effective interest method, and is calculated and accrued on a daily basis.

Fees and commissions receivable: Fees and charges either arise in connection with a specific
transaciion, or accrue evenly over the year. lncome relating to individual transactions is recognised
when the traneaction is completed.

Tangible FxedAssefs
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.

Deprecation is provided to write off the cost of each ltem of plant and equipment on a straight line
basis over its estimated useful life. The categories of plant and equipment are depreciated as
follows:

Computer Equipment
Fixtures & Fittings

33.3% straight line
33.3o/o straight line

I nta n g i b I e Fixed Assefs
lntangible fixed assets comprises items of credit union software which is stated at cost, less
accumulated depreciation and any accumulated impairment losses. Cost includes expenditure that
is directly attributable to the acquisition of the asset.

Amortisation is provided to write off the cost of the credit union software on a straight line basis over
its estimated useful life. lt is amortised as follows;

Credit Union Software 25.00/o straight line

11



Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

2 Financial Assets - /oans and advances to members

Loans to members are financial assets with fixed or determinable payments, and are not quoted in
an active market. Loans are recognised when cash is advanced to members and measured at
amortised cost using the effective interest method.

Loans are derecognised when the right to receive cash flows from the asset have expired, usually
when all amounts outstanding have been repaid by the member. MCU does not transfer loans to
third parties. MCU assesses, at each balance sheet date, if there is objective evidence that any of
its loans to members are impaired. The loans are assessed collectively in groups that share similar
credit risk characteristics, because no loans are individually significant. ln addition, if during the
course of the year, there is objective evidence that individual any loan is impaired, a specific test will
be recognised. Any impairment losses are recognised in the revenue account, as the difference
between the carrying value of the loan and the net present value of the expected cash flows.

Financial Liabilities - subsczbed capital

Members shareholdings in MCU are redeemable and therefore classified as financial liabilities, and
described as subscribed capital. They are initially recognised as the amount of cash deposited and
subsequently measured at cost.

Donations
It had been the policy of the Manx Credit Union Working Party, that spent three and half years
preparing for incorporation of MCU, and the subsequent Board of Management, not to use
member's savings for setup and development costs. All such funds have, and continue to be,
raised by way of donations and are treated for accounting purposes as restricted funds and so kept
separate from the day to day running costs and income of MCU.

2017

t

1,000

4,800

5,400

600

2,160

-3;g'ffiComparative figures
Prior to MCU being incorporated a Working Party had been busy fund raising and researching what
was needed to bring about an appropriate legal framework. By the date of incorporation the
Working Party was able to introduce e34,090 into the project comprising capital goods L28,416 and
working capital of L5,674, these numbers being reflected in the comparative figures in the Revenue
Account. Your directors are grateful to those who have and continue to make donations for the
development of the project.

Donations received during the year to cover:

Development costs

Annual propedy licence fee - Nadine House

Audit costs
Training

Website Costs

Printing

Bank charges

Credit union software & licence fees

2418-
g

*rffi
3,6&,
&l
+e2

3Eg

763

---T:ffi:

12



Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

Use of estimates and judgemrnts
The preparation of financial statements requires the use of certain accounting estimates. lt also
requires the Directors to exercise judgement in applying MCU'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:

In*pairrnent lcsses om loans ts mermbers
MCU conducts impairment reviews through its Credit Committee which meets weekly to review new
loan applications, submitted by Loans Officers, and a list of previously agreed loans to check that
members are observing the terms of their loan agreements.

Loan interest receivable and similar incorne

Loan interest receivable from members
Bank interest receivable on cash and liquid deposits

Ink*tAryesre
lnterest expense is the dividend paid to members for the prior year. The dividend is formally
proposed by the Directors after the year end and is confirmed at the following AGM. As a result it
does not represent a liability at the balance sheet date. No interest has been recognised due it
being the first year of accounts.

2418
t

11,569
1,731

-19566'

2417
E

868
344

--;;7

I,ZtZ

Fees and cornmissions reeeivable

Entrance fees
Annual administrative charge

Number of members

Expenses

Adm inlstrative expenses
Promotion
Other operating expense
Depreciation & amortisation

&F,g

ffi,t&
f

Ea" &?SC
7b. t,ffi&
va q?-S*
'rff qffi*

ffi4&
g

%2
1434

--@

28,#5

2017
t

614
921

-TE
307

2017
f

10,647
2,520
5,274

10,427

13



Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

7a. Adm[nistrative eNpen$es

Audit
Staff training and welfare
Legal & Professional
Telephone
Bank Charges
Printing, Stationery & Postage
Insurance

Website
On-line Applications for membership and loan

Other promotional activity

Note

Cost of cecupying an office {excluding depreciation)
Licence agreement for fully serviced office 1S
Securlty

Regulatary and financial rnanagement casts
Trade Association Fees
Fidelity insurance
Death Benefit - Members Loans

t&+8
g

srffi
ffi+

SI,E
&iffi
W
&?8.

-Iffiffi

2017

7,240
796

50
392
600
674
935

-OT4T
A corresponding contribution of C3,600 has been made by the auditors in respect of the above fee.

7b, Frsmotiolrt
A variety of methods are used to promote our services which would include such expenses as use
of venues for 'drop-in' events, media, and printed material.

Afit&,
t

54S
g&
2t6

trt8
t

4i*0c
u&

2417
c

1,674
150

6S6

2017
E

4,800
60

4E65-

1,S56 2,524

7c" 0ther operating expenses
Other operating expenses comprise the cost of occupying an office and regulatory and financial
management costs:

s,040

SCiS

537
tffiru

-E'IEa-

386
28

14



10

Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

Ernployees & Directors remuneration and cssts
All volunteers, including directors, are members of MCU and do not receive any remuneration for
their services. However, it is part of our ethos and in some aspects our regulatory responsibllity to
provide training to all who assist in the operation of the credit union, the costs of which are included
in Administrative Expenses.

Taxation
Taxation is chargeable at the standard rate, which currently stands at zero percent.

Tangible fixed assets

Computer &
Fixtures & Office

Fittings Equipment Total

Cost
At 1 October 2017
Additions

At 3O September 2018

Depreciation
At 1 October 2017
Charge for the year

At 30 September 2018

Net book value

At 3$ $eptember 2CI1$

At 1 October 2017

11 lntangible fixed assets

Cost
At 1 October 2017
Additions
At 30 September 2018

Amortisation
At 1 October 2017
Charge for the year
At 30 September 2018

Net bookvalue
At 30 September 20{8
At 1 October 2017

e
4,462

288

ET
2,947 7fi@
620 908

4,750 3,567 8,917

1,664
1,536

1,017 2,6&i
1,124 z,Wg

3,204 2,141 5,341

1,550 1,426 2,976
2,798 1,930 4,728

lntangible fixed assets comprise of software installation, training and four years licence fees. The
costs are being amortised over four years. The licence fees will be payable again from May 2A20.

$oftware

t
2e,t4e

2&,1&.

ts,g56tw
1T'ffio

tq8ffi
*c,.ffi*
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Manx Gredit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

t2 l-oans to rmembers - financial assets

*2a Ls,ans adyanced to members

Total loan assets at 1 October 2017
Loans to members
Repaid during the year
lmpairment losses
Total loan assets at 30 September 2018

Number of Loans in operation
The average borowed by members dur:ing the year

t2b Credit ris&< disclosures
Where there is doubt about the ability of a member to repay their loan the following impairment
reserves would ordlnarily apply:

(1) 35% of the nef liability of borrowers where the amount is more than three months in arrears
Q) 6ATo of the net liability of bonowers where the amount is more than six months in arrears
(3) 80% of the nef liability of borrowers where the amount is more than nine months in arrears
(4) 100o/o o{ the net liability of borrowers where the amount is more than twelve months in arrears

Net Liability of a member's loan is the amount of the remaining loan balance less the value of their
shares which are secured against the member's loan. lt is part of the terms and conditions of all
loan products that the value of a member's savings are held as security against a loan. Savings
can therefore not be withdrawn until the value of a member's savings is more than the loan the
savings are secured against. The carrying value of the loans to members at the period ended 30
September 2018 is t227,767 with a total ,of f80,592 of savings secured against member,s loans,

The Credit Union does not offer mortgages and as a result all loans are unsecured, except that
there are restrictions on the extent to which borrowers may withdraw their savings whilst ioans are
outstanding. The limit on how much may be borrowed by each member is fS,O00 above the
balance of their savings.

The carrying amount of the loans to members represents the Credit Union's maximum exposure to
credit risk, The following table provides information on the credit quality of loan repaymenis,

2017
Ar.rpunt. Frapo_*&o* Amounf Fr,:opo,ffioL+

*, uyi. E ys,
F*ot impaired:
Not yet past due
Up to 3 months past due
Between 3 and 6 months past due
Between 6 and g months past due
Between I and 12 months past due
Over 1 year past due
l-oans nnt impained

t&1&
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2017
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39,87;
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2,099
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32,828 96.11Yo
1,330 3.890/o
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9,$73

231,195

(3,4?:81

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

ttc Allowance *c€ount for impairment [osses

Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

12b Credit risk disclosures {cont.}
lndividually irnpaired:

Not yet past due, but impaired
Up to 3 months past due
Between 3 and 6 months past due
Between 6 and g months past due
Between 9 and 12 mcnths past due
Over 1 year pastdue
Specifieally impaired loans

Total loans

Specific impainnent allawance

Total carrying value of loans

As at 1 October 2017
lncrease in allowance losses in year

As at 30 September 2018

f 3 $ubscribed Capital - Snanclat liahitities

At f Octaber 2817
Received during the year
Withdrawn during the year
fu at 3C Septernber 2018

&rH}
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16ff/a

10fl% 34,158 lAAo/o
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2017
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332,128
(18,445)
313,683
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31,3,683
2S{,690
w*,4**l
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It is a requirement of S.'16 of the Credit Unions Act 1993 that shares held by members of a credit
union are secured by an arrangement which has the approval of the lsle of Man Financial Services
Authority, so that in the event that a credit union has to close, savers will be fully compensated for
their net savings i.e. gross savings less any loan issued to a member. As credit unions under the
same Act are excluded from ihe lsle of Man Government's Depositor Compensation Scheme, MCU
obtained such cover and approval by two means,

Firstly through an lsle of Man trust, who from their own resources, hold in escrow f250,000 which
under an agreement with MCU the trust would be obliged to make those funds available in the event
that MCU was wound up. Secondly the balance beiween the trust funds and the above subscribed
capital is deposited by MCU in a strict term deposit with a licenced Isle of Man bank which is
reviewed by the directors on a regular basis to ensure its adequacy.
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Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

t4 Othff p*yables

Creditnrs duewithin cfte year

Creditors
Accruals

Creditors due after one year

Creditors

The creditors relate to retention monies on the purchase of the credit union software and
licences which is to be paid in May 2018 and May 2019.

tE e*ei*e* ftlsre$*t kxeE*tffids ffim
I& F&el##erereffi

MCU manages its subscribed capital and loans to members so that it earns income frorn the margin
between interest receivable and expenses payable. The main financia[ risks arising from MCU'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 repaynents to MCU, resulting in financial loss to MCU. ln order to manage this risk the Board
approve$ MCU's lending policy, and all changes to it, All loan applications are assessed by the
Credit Committee with reference to the lending policy in force at the time. Subsequently loans are
regularly reviewed by the Credit Committee for any factore that may indicate that the likelihood of
repayment has changed.

Liquidity risk: MCU'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 objective of MCU's liquidity policy is to smooth the
misrnatches between maturing assets and liabilities and to provide a degree of protection against
any unexpected developments that may arise,

Market risk: Market risk is generally comprised of interest rate risk, curency risk and other price
risk. MCU conducts all its transactions in sterling and does not deal in derivatives, commodity
markets nor has external borrowing arrangements. Therefore MCU is not exposed to anyform of
currency risk or other price risk.

lnterest rate risk: MCU'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 credi[unionls operations*
&ffitJ oot'tsfrCer"s rates dh,rterest receirable wften &cidiing on tfte dVidendmfe payable on
subscribed capital. MCU does not use interest rate oplions to hedge its own positions.

2e*8
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3,009
*,s39
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3,000
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Manx Credit Union Limited
Notes to the Accounts
for the year ended 30 September 2018

t5b lnterest rate risk disclosures
The following table shows the average annual interest rate applicable to relevant financial assets.

2$1S 2017
Av*rage Average

Annsumt lnterEst Amount interest

ff rate f rale

Financial assets
Loans to members 23'l,i9S 5.75% g411g 6.870/o

Financial liabilities
Subscribed capital 5zt,g72 313,683

The maximum interest rates applicable to a member's loan is 1o/o on the reducing loan balance as
determined by an Act of Tynwald. lnterest is calculated by accruing the appropriate interest rate on
a daily basis and compounding monthly. No interest is payable on subscribed capital.

15c Liquidity risk disclosures

Excluding creditors payable after one year, as noted in the balance sheet, MCU's financial liabilities,
the subscribed capital, are repayable on demand.

The Board meets periodically to ensure that all known risks are being measured and effectively
managed.

16 Cash and cash equivalents

Cash and bank deposits
Less: amounts maturing after three months

'17 Post balance sheet eue*ts

There are no material events after the balance sheet date to disclose.

'!S Ccntlngent l$a&ilities

There are no contingent liabilities at the date of the report.

'19 RelatEel party transxctirns

During the year, three members of the Board, staff and their close family members had loans with
MCU. These loans were approved on the same basis as loans to other members of MCU. None of
the directors, staff or their close family members, have any preferential terms on their loans.

The licence agreement for use of the ground floor at Nadine House, which covers the period to 31
December 2018, is with a company controlled by a director of MCU. The Nadine Charitable Trust,
for whom the same director is a settlor, has agreed to cover the cost of the licence during its current
term which is included in the accounts as a donation under other income.

2818
t

29g,738
(115,628'
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2017
L

285,650
(20,000\
265,650
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Manx Credit Union Limited

&e&Aaffi*ffi

The Credit Committee, which eomprises of three to flve members, was established by
the Board of the Manx Credit Union to monitor the credit union's loan businese. They

meet on a weekly basis to make decisions on applications for loans and monitor all

existing loans, Reports are provided to the Board of Management on ifs activities'

Each loan application is dealt with by a Loans Officer who will interview tho momber to
ascertain that the repayments are affordable taking into account their income and
expenditure on a month to month basis. For amounts up to €,500 Loans Officers are
authorised to approve or decline an application themselves. For loans above this

amount the information is passed to the Credit Committee for their consideration. ln

this last financial year the committee approved loans to the value of t274,331 and were

managing 97 loans to members,

The Credit Commiitee is aware of its obligations to all members to ensure that sound

decisions are made so as to minimiso any potential losses. As we point out to all our

members who take out loans, we appreciab that circumstances can change through, for
example, redundancy or ill health. We encourage members under these circumstances

to always make contact with the office, before repayments are missed, so arrangements
can be made to reflebt the change In circumstances. The Committee however will make

contact with a member as soon as it becomes apparent that a payment is overdue.

The ethos of a credit union is to encourage savings with planned expenditure. However,

we recognise that the need fOr extra financial assistance whether an emergency or
planned is needed from time to time. There are now five loan products available to
members which can be discussed during the application process. As we[ as a basic

and emergency loans, members can ehoose from - Saver Loyalty Loan, Save as you

Borrow and the Stork Plan (planning for a new famity member). The guiding principle is

that you will pay less interest for your loan if there has been a clear savings plan in

Place.
During the process of an application a member is encouraged to continue to save albeit

at a smaller amount to keep up the savings habit and create a fiest egg for the future.

Loan products under management at the year-end shown against the different types are

as follows:
Type Oty, S

Save as you Borrow 15 61 ,6U
Loyafty Saver 6 21,327
Basic & Emergency 76 142.214
Total 97 231.195

Signed on behalf of Credit Committee

20

G-


