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for the year ended 30" September 2018

The directors present their report and the audited financial statements for the year ended
30 September 2018.

Principal Risks and Uncertainties

The directors continue to address the key risks and uncertainties that may arise. In light
of the current economic climate, we assess the level of risks and manage those risks so as
to ensure the continued future of the credit union. Key risks identified are the financial
risk of losses on investments and potential bad debts.

Credit Risk

The risk of financial loss arising from a borrower, issuer, guarantor or counter party,
which may fail to meet its obligations in accordance with agreed terms. In order to
manage this risk, the board approves the Credit Union’s lending policy and all changes
to it. All loan applications are assessed with reference to the lending policy in force at
the time. Subsequently, loans are regularly reviewed for any factors that may indciate
impairment. The Board approves the Credit Union’s credit control and provisioning
policies which monitor the procedures for collection of loans in arrears and also the
basis for impairment.

Liquidity Risk

The risk that a credit union will not be able to fund its current and future expected and
unexpected cash outflows as they fall due, without incurring significant losses. This may
occur even where the credit union is solvent. The credit union’s policy is to maintain

sufficient funds in liquid form at all times to ensure that it can meet its obligations as
they fall due.

Operational Risk

The risk of loss (financial or otherwise) resulting from inadequate or failed internal
processes or systems of the credit union, any failure by persons connected with the
credit union, legal risk or external events. Examples of operational risk included
hardware or software failures, cyber risk, inadequate business continuity plans, misuse
of confidential information, data entry errors and natural disasters.

Market Risk

Market risk is generally comprised of interest rate risk, currency risk and other price
risk. Ballyshannon & Killybegs Credit Union Limited conducts all its transactions in
euro and does not deal in derivatives or commodity markets. Therefore, the credit union
is not exposed to any form of currency risk or other price risk.

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

Business Review

The directors are satisfied with the results for the year and the year end financial position
of Ballyshannon Killybegs Credit Union. Income from lending is still an issue for credit
unions and investment rates are in decline while savings continue to increase with
consequential costs.

The directors expect to develop and expand the credit union’s current activities and they
are confident of its ability to operate sucessfully in the future.

Dividends and Interest Rebate

The directors propose a dividend of €54,068 at the rate of 0.125%

(2017: €100,361 at 0.25%).

The directors propose an interest rebate of €198,067 at the rate of 12.00%
(2017: €149,030 at 10.00%).

Post Balance Sheet Events
There have been no significant events affecting the Credit Union since the year-end.

Auditors
The auditors, McDevitt & McGlynn, have indicated their willingness to continue in
office in accordance with Section 115 of the Credit Union Act, 1997 (as amended).

Approved by the Board of Directors and signed on its behalf by:

Member of Board of Directors Thomas McGuinness
Date: 6 December 2018

As you all will be aware the General Data Protection Regulation came into effect on the
25 of May 2018. In accordance with these new regulations, Ballyshannon & Killybegs
Credit Union has updated all our privacy notices detailing how we process your data.
These privacy notices are available to all members. If you would like to view these notices
you can request a copy from any of our branches or alternatively you can view these
privacy notices on our website, please go to www.bkcreditunion.ie/privacy-notice.



Statement of Directors Responsibilites

The Credit Union Act, 1997 (as amended) requires the directors to prepare financial
statements for each financial year which give a true and fair view of the state of affairs of
the Credit Union and of the income and expenditure of the Credit Union for that year.
In preparing these financial statements the directors are required to:

- select suitable accounting policies and apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the credit union will continue in business.

The directors confirm that they have complied with the above requirements in preparing
the financial statements.

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

In so far as the directors are aware:

- there is no relevant audit information (information needed by the Credit Union’s
auditor in connection with preparing the auditor’s report) of which the Credit Union’s
auditor is unaware, and

- the directors have taken all the steps that they ought to have taken to make themselves
aware of any relevant audit information and to establish that the Credit Union’s auditor
is aware of that information.

Approved by the Board of Directors and signed on its behalf by:

Member of Board of Directors Thomas McGuiness
Date: 6 December 2018

Visit us at: www.bkcreditunion.ie




The Credit Union Act 1997, as amended requires the appointment of a Board Oversight
Committee to assess whether the board of directors has operated in accordance with
Part IV, Part IV (a) and any regulations made for the purposes of Part IV or Part IV(a) of
the Credit Union Act 1997, as amended and any other matter prescribed by the Central
Bank in respect of which they are to have regard in relation to the board.

Approved on behalf of the Board Oversight Committee
Member of Board Oversight Committee Nadine Collins
Date: 6 December 2018

to The Members of Ballyshannon & Killybegs Credit Union Ltd.

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Ballyshannon Killybegs Credit Union
Limited for the year ended 30 September 2018 which comprise the Income &
Expenditure Account, the Balance Sheet, the Statement of Changes in Reserves, the
Statement of Cash Flows and notes to the financial statements, including the summary
of significant accounting policies set out in note 2. The financial reporting framework
that has been applied in their preparation is Irish law including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland” and the Credit
Union Act, 1997 (as amended).

In our opinion the financial statements:

- give a true and fair view of the state of the assets, liabilities, and financial position of
the Credit Union as at 30 September 2018 and of its surplus for the year then ended;

- have been properly prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”; and

- have been properly prepared in accordance with the requirements of the Credit
Union Act, 1997 (as amended).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing
(Ireland) (ISAs (Ireland)) and applicable law. Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the audit of the
financial statements section of our report. We are independent of the Credit Union
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in accordance with ethical requirements that are relevant to our audit of financial
statements in Ireland, including the Ethical Standard issued by the Irish Auditing and
Accounting Supervisory Authority (IAASA), and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

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

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

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

Other Information

The directors are responsible for the other information. The other information comprises
the information included in the annual report other than the financial statements and
our Auditor’s Report thereon. Our opinion on the financial statements does not cover
the other information and, except to the extent otherwise explicitly stated in our report,
we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies
or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Opinions on other matters prescribed by the Credit Union Act, 1997 (as amended)

Based solely on the work undertaken in the course of the audit, we report that:

- We have obtained all the information and explanations which we consider
necessary for the purposes of our audit.

- In our opinion proper accounting records have been kept by the Credit Union.

- The financial statements are in agreement with the accounting records.




RESPECTIVE RESPONSIBILITIES

Responsibilities of directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities as set out on
page 6, the directors are responsible for the preparation of the financial statements and
for being satisfied that they give a true and fair view, and for such internal control as
they determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud

or error, and to issue an Auditor’s Report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs (Ireland) will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material

if, individually or in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is
located on the IAASA’s website at: www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-
a98202dc9c3a/Description of auditors responsibilities for audit.pdf. The description
forms part of our Auditor’s Report.

The purpose of our audit work and to whom we owe our responsibilities

Our report is made solely to the Credit Union’s members, as a body, in accordance
with section 120 of the Credit Union Act, 1997 (as amended). Our audit work has been
undertaken so that we might state to the Credit Union’s members those matters we are
required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other
than the Credit Union and the Credit Union’s members, as a body, for our audit work,
for this report, or for the opinions we have formed.

Paul McDevitt FCCA for and on behalf of MCDEVITT & MCGLYNN
Chartered Certified Accountants and Registered Auditors
Ardmore House Main Street Ballyshannon Co. Donegal Ireland

6 December 2018



Debit Cart Payments

All Branches can now accept debit card payments, plus we introduced a ‘make a card
payments’ facility online, enabling members to make payments using their debit card
securely into their share, cash save and loan accounts.

Partnerships
This year we partnered with local businesses to offer our members immediate rewards
and offers:

We thank Eclipse Cinemas Bundoran for providing 2for1 vouchers available
for use on Monday’s for any movie up to the end of January 2019.
See bkcreditunion.ie/2forlcinema

BMG/Donegal Hardware are offering members the opportunity to upgrade their boiler
from as little as €21 per week, see in branch or go to bkcreditunion.ie/boilerupgrade
for more.

Knightsbridge Private Hospital are offering all members the opportunity of availing of
private health care for a range of treatments including Hip and Knee Replacements,
Cataracts and a range of Cosmetic Procedures. Call Knightsbridge Private hospital for
more on these treatments and help on cross border.

For more see bkcreditunion.ie/medicalexpenses

All offers are subject to loan approval. T&C apply.

Branch News

The purchase of the Ardara old Ulster Bank building has been confirmed and we are in
the process of moving in, hoping to open early in 2019. We will be notifying members
when this will occur and plan to hold information events to communicate the services
and benefits of your local credit union and how this serves the community.

Promotional Loans

Our Special Car Loan promotional rate returned helping our members avail of
affordable finance for their new car, whether it’s a used or new car. The rate is available
now for all special car loans applied for up to 31st March 2019.

Look out for other new special rates we are planning to introduce in 2019, specifically
for our farming agricultural community.

Our objective is to offer affordable finance to help our community grow and prosper.
All loans are subject to approval, Ballyshannon & Killybegs Credit Union is regulated
by the Central Bank of Ireland.
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SPECIAL CAR LOANS 6% (6.17% arr+)

WANT T0 OWN
ALL OF IT?

With a credit union loan’
you can.

6% variable (6.17% APR*)

SPECIAL LOAN RATE AVAILABLE FROM
1/12/2018 - 31/3/2019

LOAN AMOUNT LOAN TYPE & APR | 60 MONTHLY | TOTAL AMOUNT
OVER 5 YEARS | PRODUCT PROVIDER | VARIABLE | REPAYMENTS PAYABLE

Ballyshannon &
€10,000 Killybegs Credit Union ~ 6.17% €193.00 €11,600
SPECIAL CAR LOAN

Allied Irish Bank
PERSONAL CAR LOAN

Bank of Ireland
PERSONAL CAR LOAN

€10,000 8.95% €205.00 €12,300

€10,000

1.5% €199.24 €11,954

Source(s): www.aib.ie, www.bankofireland.ie. Information correct as correct at 26/11/2018.

Have you had your Credit ReUnion?

Phone: 074 955 4455

L] L] L] L] L]
Visit: bkcreditunion.ie SellahEET
Representative example as at 26/11,/2018. Special Car Loan promotional rate available all loans applied 1
for between st December o 31st March 2019. Loans are subject to approval. Terms & Conditions apply. & KI I.bee.gs
If you do not meet the repayments on your loan, your account will go into arrears. This may affect your C red I-I- U nion

credit rating which may limit your ability fo access credit in the future. Ballyshannon & Killybegs Credit
Union Limited is regulated by the Central Bank of Ireland. HELPING YOU, HELPING YOUR COMMUNITY






Statement of Changes in Reserves
for the year ended 30™ September 2018

Operational Surplus
Reserve Reserve
€ €
At 1 October 2016 100,000 2,005,811
Surplus - 731,367
Surplus allocation - (250,000)
Dividends paid - (371,381)
Interest Rebate - (135,512)
At 30 September 2017 100,000 5,333,811 1,980,285 7,414,096
At 1 October 2017 100,000 1,980,285
Surplus - 989,265
Surplus allocation 200,000 (500,000)
Dividends paid - (100,359)
Interest Rebate - (149,047)
At 30 September 2018 300,000 5,633,811 2,220,144 8,153,955

The Regulatory Reserve of the Credit Union as a % of the total assets as at 30th September 2018
was 10.66% which is in excess of the Credit Union’s Regulatory Reserve requirement of 10%.

In accordance with section 45 of the Credit Union Act 1997 (as amended) Ballyshannon Killybegs
Credit Union Limited put in place an Operational Risk Reserve.

Following the commencement of Section 13 of the 2012 Act, the requirement for Credit Unions
to transfer 10% of their annual surplus to their Statutory Reserve (now known as the Regulatory
Reserve) each year has been

removed. Notwithstanding this the Board of Ballyshannon Killybegs Credit Union Limited has
transferred €300,00 0 of its current year surplus to its regulatory reserve.

6 6 Thank you for supporting Ballyshannon
& Killybegs Credit Union Ltd. 29
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Statement of Cash Flows
for the year ended 30th September 2018

2017
€
Opening cash and cash equivalents 4,103,882
Cash flows from operating activities
Loans repaid 7,448,206
Loans granted (10,336,675)
Loan interest income 1,488,178
Investment income 399,765
Other income received 42,611
Bad debts recovered 22,988
Dividends paid (371,381)
Loan interest rebate (135,512)
Operating expenses (1,069,214)
Movement in other assets 85,434
Movement in other liabilities 15,261
Net cash used in operating activities _ (2,410,339)
Cash flows from investing activities
Purchase of intangible assets -
Purchase of property, plant and equipment (7,198)
Net cash flow from other investing activities 1,920,564
Net cash (used in)/generated from investing activities _ 1,913,366
Cash flows from financing activities
Members' shares received 15,286,242
Members' shares withdrawn (12,467,712)
Net cash generated from financing activities _ 2,818,530
Net (decrease)/increase in cash and cash equivalents _ 2,321,557
Cash and cash equivalents at end of financial year 11 _ 6,425,439
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Income & Expenditure Account
for the year ended 30" September 2018

2017
Schedule - €
Income

Interest on members' loans 1,488,178
Other interest income and similar income 6 - 399,765
Net interest income 1,887,943
Other income - 42,611
1,930,554

Expenditure
Employment costs 522,182
Other management expenses (Schedule 1) 547,032
Depreciation 52,835
Net (recoveries) or losses on loans to members 77,138
1,199,187
Surplus of income over expenditure 731,367
Other comprehensive income -
731,367

The financial statements were approved and authorised for issue by the Board of Directors
on 6 December 2018 and signed on its behalf by;

Manager John Duffy

Member of Board Oversight Committee Nadine Collins
Member of Board of Directors Thomas McGuinness
Date 6 December 2018

The notes start on page 19.

-16 -



Assets
Cash and cash equivalents

Intangible assets

Property, plant and equipment

Loans to members
Provision for bad debts

Prepayments and other
debtors

Accrued income

Deposits and investments
Total Assets

Liabilities

Members' shares

Trade creditors and accruals
Members' Resources
Operational Reserve
Regulatory Risk Reserve

Surplus Reserve

Total Liabilities

Notes

Balance Sheet
for the year ended 30™ September 2018

2017
€ €
11 6,425,439
12 -
13 920,366
14 17,367,144
14 (1,306,244)
15 47,062
15 317,554
16 25,422,366
49,193,687
17 41,669,027
18 110,564
41,779,591
300,000 100,000
5,633,811 5,333,811
5,933,811 5,433,811
17 2,220,143 1,980,285
7,414,096
49,193,687

Approved by the Board of Directors and signed on its behalf by:

Manager John Duffy

Member of Board Oversight Committee Nadine Collins

Member of Board of Directors Thomas McGuinness

Date 6 December 2018
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Schedules to the Income &

Expenditure Account
for the year ended 30 September 2018

Schedule 1 - Other Management Expenses 2017
€

Other Management Expenses
Training and staff expenses 14,598
Rent and rates payable 23,476
General insurance 204,173
Security and cash transit 1,926
Light and heat 10,533
Cleaning and hygiene 647
Repairs and renewals 4,383
Computer and equipment maintenance 37,877
Printing and stationery 6,690
Promotion and education 6,964
Telephone and postage 16,692
AGM expenses 12,744
Chapter expenses 263
Travelling and subsistence 5,198
Legal and debt recovery fees 10,372
Professional and internal audit fees 17,644
Audit fees 17,497
FSA fees 85,052
Investment commission 6,030
Bank interest and charges 27,782
Miscellaneous expenses 5,893
Cash short 443
Subscriptions and donations 14,333
Affiliation fees 15,822
General expenses -
547,032
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for the year ended 30th September 2018

1. LEGAL AND REGULATORY FRAMEWORK

Ballyshannon Killybegs Credit Union Limited is registered with the Registry of Credit Unions
and is regulated by the Central Bank of Ireland.The registered office of the Credit Union is
located at Main Street, Killybegs, Co Donegal.

2. ACCOUNTING POLICIES
The following principal accounting policies have been applied;

Statement of compliance and basis of preparation

These financial statements have been prepared in accordance with FRS 102 (The Financial
Reporting Standard applicable in the UK and Republic of Ireland). The financial statements are
prepared on the historical cost basis.

Currency
The financial statements are prepared in Euro (€), which is the functional currency of the Credit
Union. Monetary amounts in these financial statements are rounded to the nearest Euro.

Going concern

After reviewing the Credit Union’s projections, the directors have reasonable expectation that
the Credit Union has adequate resources to continue in operational existence for the foreseeable
future. The Credit Union therefore continues to adopt the going concern basis in preparing its
financial statements.

Income recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Credit Union and the revenue can be reliably measured. Revenue is measured at the fair value of
the consideration received. The following criteria must also be met before revenue is recognised:

(i) Interest on members’ loans

Interest on Members’ Loans is recognised on an accruals basis over time irrespective of
when the interest is physically received by the credit union. An adjustment is made to
the year end amount receivable for any irrecoverable amounts or amounts written off for
whatever reason. This is the method required by Generally Accepted Accounting Practice
(GAAP) and as prescribed by Section 110(f) of the Credit Union Act, 1997 as inserted by
item 98 of Schedule 1 of the Credit Union and Co-Operation with Overseas Regulators
Act 2012.

(ii) Investment income

Investment income is recognised when received or irrevocably receivable. Investments
are recognised at cost less any permanent diminution in capital value but ignoring any
increase in capital value or encashment value until realised in the form of cash or cash
equivalents.
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(iii) Other income

Other income such as commisions’ receivable on insurance products arises in connection
to specific transactions. Income relating to individual transactions is recognised when the
transaction is complete.

Dividend and loan interest rebate
The dividend & loan interest payable is at the discretion of the Directors and is therefore not a
financial liability of the Credit Union until declared and approved at the AGM.

INVESTMENTS

Fixed-term deposit accounts

Term deposits and fixed interest investment bonds with fixed maturity dates are valued at
the lower of cost or encashment value and interest is recognised in the income statement
when it is received or irrevocably receivable.

Held at amortised cost

Investments designated on initial recognition as held at amortised cost are measured at
amortised cost using the effective interest method less impairment. This means that the
investment is measured at the amount paid for the investment, minus any repayments
of the principal; plus or minus the cumulative amortisation using the effective interest
method of any difference between the amount at initial recognition and the maturity
amount, minus, in the case of a financial asset, any reduction for impairment or un-
collectability.

Property, plant and equipment and depreciation

Tangible fixed assets are stated at cost or at valuation, less accumulated depreciation. The charge
to depreciation is calculated to write off the original cost or valuation of tangible fixed assets, less
their estimated residual value, over their expected useful lives as follows:

Land and buildings freehold 2% Straight line
Fixtures, fittings and equipment 20% Straight line
Computer equipment 33% Straight line

We changed the depreciation rate from reducing balance to straight line to reflect more closely
the usefull life of the asset.

Impairment of tangible fixed assets

Tangible fixed assets are stated at cost or at valuation, less accumulated depreciation. The charge
to depreciation is calculated to write off the original cost or valuation of tangible fixed assets, less
their estimated residual value, over their expected useful lives as follows:

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and deposits and investments with a maturity
of less than or equal to three months.
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Basic financial assets
Loans to members
Loans are financial assets with fixed or determinable payments. Loans are recognised when
cash is advanced to members and measured at amortised cost. 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.

Basic financial liabilities
Members’ shares
Members’ shares in Ballyshannon Killybegs Credit Union Limited are redeemable and
therefore are classified as financial liabilities. They are recognised at the amount of cash
deposited.

Holiday pay

A liability is recognised to the extent of any unused holiday pay entitlement which is accrued
at the Balance Sheet date and carried forward to future periods. This is measured at the
undiscounted salary cost of the future holiday entitlement so accrued at the Balance Sheet date.

Pensions

Ballyshannon & Killybegs Credit Union Limited participates in an industry-wide pension
scheme for employees (The Irish League of Credit Unions Republic of Ireland Pension Scheme).
This is a funded defined benefit scheme with assets managed by the Scheme’s trustees.

The scheme is a multi-employer Scheme and due to the nature of the Scheme, it is not possible
for the Ballyshannon & Killybegs Credit Union Limited to separately identify its share of the
Scheme’s underlying assets and liabilities. Consequently, it accounts for the Scheme as a defined
contribution plan. There is an agreed funding plan in respect of the Pension Scheme as a result of
a Minimum Funding Standard deficit certified by the Scheme’s Actuary in 2009. Consequently,
Ballyshannon & Killybegs Credit Union Limited recognises a liability at each balance sheet date
for its outstanding contributions payable under the agreed funding plan to the extent that they
relate to committed funding in respect of the deficit to which the funding plan relates.

Distribution

Ballyshannon Killybegs Credit Union Limited’s policy is to pay a reasonable rate of dividend and
loan interest rebate subject to covering operating expenses and meeting reserve requirements as
set out in the Credit Union’s Reserve Management Policy.

RESERVES

Regulatory reserve

The Credit Union Act, 1997 (Regulatory Requirements) Regulations 2016 requires Credit
Unions to establish and maintain a minimum Regulatory Reserve requirement of at least
10 per cent of the assets of the credit union. This Reserve is to be perpetual in nature,
freely available to absorb losses, realised financial reserves that are unrestricted and
nondistributable.
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Operational risk reserve

Section 45(5)(a) of the Credit Union Act, 1997 (as amended) requires each credit union to
maintain an additional reserve that it has assessed is required for operational risk having
regard to the nature, scale and complexity of the credit union. Credit Unions are required
to maintain a minimum operational risk reserve having due regard for the sophistication of
the business model. The defiinition of operational risk is the risk of losses stemming from
inadequate or failed internal processes, people and systems or from external events.

Other reserves

Retained earnings are accumulated surpluses to date that have not been declared as
dividends returnable to members. The retained earnings are subdivided into realised

and unrealised. In accordance with the Central Bank Guidance Note for Credit Unions

on Matters Relating to Accounting for Investments and Distribution Policy, investment
income that has been recognised but will not be received within 12 months of the balance
sheet date is classified as “unrealised” and is not distributable. A reclassification between
unrealised and realised is made as investments come to within 12 months of maturity date.
Interest on Loans receivable at the balance sheet date is also classified as “unrealised” and is
not distributable. All other income is classified as “realised”.

Intangible assets
Intangible assets are valued at cost less accumulated amortisation.

Amortisation is calculated to write off the cost in equal annual instalments over their estimated
useful life of 3 years.

3. CRITICAL ACCOUNTING JUDGEMENT AND ESTIMATES

The preparation of financial statements requires the use of certain accounting estimates. It
also requires the Directors to exercise judgement in applying Ballyshannon & Killybegs Credit
Union’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:

4. GOING CONCERN
The directors of Ballyshannon & Killybegs Credit Union believe that it is
appropriate to prepare the financial statements on the going concern basis.

aind GMIM Moblle App at
bkeredituniontie/Register




5. INTEREST ON MEMBERS’ LOANS 2017

€

Closing accrued interest receivable (2,432)

Loan interest received in year 1,510,774

Opening accrued loan interest receivable (20,164)

6. OTHER INTEREST INCOME AND 2017
SIMILAR INCOME

€

Investment income received 115,561

Investment income receivable within 12 months 284,204

7. INTEREST PAYABLE AND DIVIDENDS
The interest expense for the Credit Union comprises of interest payable on deposits, and

was as follows for the current and prior year:

Dividends and loan interest rebate
The following distributions were made during the year:

2018 2018 2017 2017

€ €

Dividends on shares 100,359 371,381
Loan interest rebate 149,047 135,512

The above dividends refer to those paid out in those years from the surplus earned in previous years.

Proposed dividends and loan interest rebate

At the year-end the directors have allocated the amount of €246,135 to the Distribution Reserve
which may be returned to the members by way of dividend and a loan interest rebate by way

of resolution by a majority of the members at the annual general meeting. The proposed
distribution is as follows:

2018 2018 2017 2017

€ €

Dividends on shares 54,068 100,361
Loan interest rebate 198,067 149,030
252,135 249,391




10.

11.

OTHER INCOME

2017
€
Insurance commission 1,248
Entrance fees 412
Cash over 510
Other fees received 20,681
E.C.C.U. claims experience refund fees 19,760
42,611
EMPLOYEES AND REMUNERATION

The average monthly number of employees during the year was:
2017
Number
Administration 15
The staff costs comprise: 2017
€
Wages and salaries 479,369
Pension costs 42,813
522,182

KEY MANAGEMENT PERSONNEL

The directors of Ballyshannon Killybegs Credit Union Limited are all unpaid volunteers.
The management personnel compensation includes the credit union manager and two
other senior staff:

2017

€

Short term employee benefits 125,623
Payments to pension scheme 14,304
Total key management personnel compensation 139,927

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise of cash on hand and deposits and investments with
a maturity of less than or equal to three months.

2017
€

Cash and bank balances 6,425,439
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12.

13.

INTANGIBLE FIXED ASSETS

Cost
Additions
At 30 September 2018

Provision for diminution in value
Charge for year
At 30 September 2018

Net book value
At 30 September 2018

PROPERTY, PLANT AND EQUIPMENT

Land and
buildings
freehold

Cost

At 1 October 2017
Additions

At 30 September 2018

Depreciation

At 1 October 2017
Charge for the year
At 30 September 2018
Net book value

At 30 September 2018

At 30 September 2017

Total

€

15,806

15,806

5,269

5,269

10,537

Fixtures, = Computer Total
fittingsand  equipment

equipment

€ €

221,588 1,370,695

4,539 10,277

226,127 1,380,972

219,369 450,329

1,462 46,512

220,831 496,841

5,296 884,131

2,219 920,366

6 6 Iellers to serve you, we actually
like serving our members

2
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14.

15.

LOANS TO MEMBERS - FINANCIAL ASSETS

14.1 LOANS TO MEMBERS

As at 1 October
Advanced during the year
Repaid during the year

Loans written off
Gross loans to members 14.2

14.2 LOAN PROVISION ACCOUNT
FOR IMPAIRMENT LOSSES

As at 1 October
Allowance for loan losses made during the year
Allowances reversed during the year

(Decrease)/Increase in loan provision during the year

As at 30 September

14.3 NET RECOVERIES OR LOSSES
RECOGNISED FOR THE YEAR

Bad debts recovered

Increase/Reduction

Loans written off

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

2017
€
14,516,113
10,336,675
(7,448,206)
(37,438)

17,367,144

2017

€
1,243,556
62,688

62,688

1,306,244

2017

&
(22,988)
62,688

39,700
37,438

77,138

DEBTORS, PREPAYMENTS AND ACCRUED INCOME

Prepayments
Other debtors

Accrued income

-26 -

2017
&
47,062

317,554

364,616




16. DEPOSITS AND INVESTMENTS

2017

€

Fixed-term deposit accounts 15,288,197

Central Treasury Managed Funds =

Government & Bank Bonds 9,853,209

Central Bank Minimum Reserve & Deposit 280,960
Protection

Deposits and Investments at the current and prior Balance Sheet date are all measured at
amortised cost as appropriate.

The market valuation of the Government & Bank Bonds as at 30 September 2018
amounts to €8,114,326 The directors have confirmed that they are satisfied that all fixed
term investments will be held to maturity.The market value of the Deutsche bank senior
bond at 30/09/2018 was €472,850 which is below the redeemable value of €500,000.We
have written down the value of this bond.

The category of counterparties with whom the government & bank bonds,
deposits and investments were held was as follows:

Deposits and investments 2017

€
Al 6,591,212
A2 750,000
A3 7,249,904
Ba2 4,748,773
Baal 2,502,691
Baa2 -
Baa3 3,298,847

L EmasE s

Total deposits and investments

66 Helping vou,
helping your community 929
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17. MEMBERS’ SHARES - FINANCIAL LIABILITIES

2017

€

As at 1 October 38,850,497
Received during the year 15,286,242
Repaid during the year (12,467,712)
As at 30 September 44592377 41,669,027
2017

€

Regular share accounts 34,770,655
Special share accounts 6,898,372

18. OTHER CREDITORS AND ACCRUALS

2017

€

Accruals 110,564

19. FINANCIAL INSTRUMENTS

Ballyshannon Killybegs Credit Union Limited manages its members’ shares and loans so that
it earns income from the margin between interest receivable and interest payable. The main
financial risks arising from Ballyshannon Killybegs Credit Union Limited’s activities are credit
risk, market risk, liquidity risk and interest rate risk. The Board of Directors reviews and agrees
policies for managing each of these risks, which are summarised below.

Credit Risk: Credit risk is the risk that a borrower will default on their contractual obligations
relating to repayments to Ballyshannon Killybegs Credit Union Limited, resulting in financial
loss to the Credit Union. In order to manage this risk the Board of Directors approves
Ballyshannon Killybegs Credit Union Limited’s lending policy, and all changes to it. All loan
applications are assessed with reference to the lending policy in force at the time. Subsequently
loans are regularly reviewed for any factors that may indicate that the likelihood of repayment
has changed.

Liquidity Risk: Ballyshannon Killybegs Credit Union Limited’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 the Credit Union’s liquidity policy is to smooth the mismatches between maturing
assets and liabilities and to provide a degree of protection against any unexpected developments
that may arise.
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Market Risk: Market risk is generally comprised of interest rate risk, currency risk and other
price risk. Ballyshannon Killybegs Credit Union Limited conducts all its transactions in Euro
and does not deal in derivatives or commodity markets. Therefore Ballyshannon Killybegs
Credit Union Limited is not exposed to any form of currency risk or other price risk.

Interest Rate Risk: The Credit Union’s main interest rate risk arises from differences between the
interest rate exposures on the receivables and payables that form an integral part of the Credit
Unions operations. The Credit Union considers rates of interest receivable on investments and
members’ loans when deciding the dividend payable on shares and any loan interest rebate.
Average Loan Balance for year ended 30th September 2018 : €18,490,844 Average Interest Rate
charged for year ended 30th September 2017: 9.1%

Liquidity risk disclosures
All of the financial liabilities of the Credit Union are repayable on demand except for some
members’ shares attached to loans.

Capital

The Credit Union maintains sufficient reserves to buffer the Credit Union against any losses on
its members’ loans and also its investments. The current Regulatory Reserve is in excess of the
minimum requirement set down by the Central Bank and stands at 10.66%.

Operational Risk: The risk of loss (financial or otherwise) resulting from inadequate or failed
internal processes or systems of the credit union, any failure by persons connected with the
credit union, legal risk or external events.

19.1. LIQUIDITY RISK DISCLOSURE
All of the financial liabilities of the Credit Union are repayable on demand except for some
members’ shares attached to loans.

20. PENSION SCHEME

The Irish League of Credit Unions Republic of Ireland Pension Scheme

Ballyshannon & Killybegs Credit Union Limited participates in an industry-wide pension
scheme for employees (The Irish League of Credit Unions Republic of Ireland Pension Scheme).
This is a funded defined benefit scheme with assets managed by the Scheme’s trustees. The
scheme is a multi-employer Scheme and due to the nature of the Scheme it is notpossible

for Ballyshannon & Killybegs Credit Union Limited to separately identify its share of the
Scheme’s underlying assets and liabilities. Consequently, it accounts for the Scheme as a defined
contribution plan, in accordance with FRS 102.

The Pension’s Act requires the trustees of the Scheme to assess whether it could meet a certain
prescribed standard, knows as the Minimum Funding Standard. This assesses whether, if the
scheme was wound up on a specified theoretical valuation date, it could satisfy the Funding
Standard at that date. Following the Scheme’s actuary certifying a Minimum Funding Standard
deficit in the Scheme in 2009, Ballyshannon & Killybegs Credit Union Limited, the ILCU Group
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and the other credit unions participating in the Scheme entered into a funding agreement with
the Scheme that was designed to ensure that, the Scheme could be reasonably expected to satisfy
the Minimum Funding Standard by a specified future date (1 March 2019). This funding plan
runs up until 2019 and was approved by the Pensions Authority.

21. RELATED PARTY TRANSACTIONS

Directors, supervisors and staff (i.e. officers) of the Credit Union during the financial year ended
30 September 2018 operated share and loan accounts with the Credit Union. All loans advanced
to directors, supervisors and staff are approved in accordance with Section 36(4) Credit Union
Act, 1997 (as amended). The following transactions and balances existed with members who were
officers during the financial year ended 30 September 2018:

No. of loans 2017

€ €

Loans advanced to Related Parties during the year 20 145,459
Total loans outstanding to Related Parties at the year end 22 206,812
Total provisions for loans outstanding to Related Parties 4,519
Total provision charge during the year for loans outstanding to 1,597

Related Parties

22. INSURANCE AGAINST FRAUD
The Credit Union has Insurance against fraud in the amount of €1.3m in compliance with
Section 47 of the Credit Union Act 1997.

23. CAPITAL COMMITMENTS
Details of capital commitments at the accounting date are as follows:

2018 2017
€ €
Contracted for but not provided in the financial statements 110,000 -

The Credit Union have placed a deposit of €11,000 on a new property in Ardara.
24. POST-BALANCE SHEET EVENTS

There have been no significant events affecting the Credit Union since the year-end.

25. CONTINGENT LIABILITIES

Bank of Ireland hold a contingent liability of €100,000 inn respect of Electronic Fund Transfer.
There is a potential legal case in relation to accrued interest on top up loans ongoing which

may affect a number of credit unions. To date, it is not known what the cost will be, if any to
Ballyshannon & Killybegs Credit Union.

At the year end, the credit union had approved loans to the value of €438,050, but these were not
issued at the year end.
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26. CREDIT RISK DISCLOSURES

Ballyshannon & Killybegs Credit Union offer Home Loans, however the majority of all loans to

members are unsecured, except that there are restrictions on the extent to which borrowers may

withdraw their savings whilst loans are outstanding.

The Credit Union complies with Section 12 of the Credit Union Act 1997 (Regulatory

Requirements) Regulations 2016. This Regulation:

« restricts the concentration of lending by the credit union within certain sectors or to
connected persons or groups (concentration limits);

« restricts the absolute amount of lending to certain sectors to a set percentages of the
regulatory reserve (large exposure limit)

« restricts the loan duration of certain loans to specified limits (maturity limits)

« require specified lending practices to be in place where loans are made to certain sectors such
as commercial loans, community loans or loans to another credit union.

« The carrying amount of the loans to members represents Ballyshannon & Killybegs Credit
Union’s maximum exposure to credit risk. The following table provides information on the
credit quality of loan repayments. Where loans are not impaired/bad it is expected that the
amounts repayable will be received in full.

2017

€

Loans Not Impaired 15,038,954
Up to 9 Weeks Past Due 1,389,726
Between 10 and 18 Weeks Past Due 133,884
Between 19 and 26 Weeks Past Due 67,800
Between 27 and 39 Weeks Past Due 119,701
Between 40 and 52 Weeks Past Due 73,854
53 or More Weeks Past Due 543,225

27. APPROVAL OF FINANCIAL STATEMENTS
Impairment Allowance
Collectively assessed loans €1,010,608 Individually assessed loans €160,670

28. APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved, and authorised for issue, by the Board of Directors on
6 December 2018.
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