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SCOTWEST CREDIT UNION

DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2018

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

Principal activity

The Credit Union’s activity during the year continued to be that as defined in the Credit Union Act 1979,
with membership being open to anyone who lives or works in the West of Scotland (an area defined by the
boundaries of the twelve unitary council authorities: Argyll & Bute, East Ayrshire, East Dunbartonshire, East
Renfrewshire, Glasgow City, Inverclyde, North Ayrshire, North Lanarkshire, Renfrewshire, South Ayrshire,
South Lanarkshire and West Dunbartonshire).

Review of business and future developments

The environment of low interest rates and consumer caution, which has prevailed since the financial crisis
of 2007/08, continues to pose the challenge of balancing incoming savings with the increased lending
required in order to generate a return on those savings. Our strategy is to continue to increase the loan
book through the provision of attractive products at market leading rates and increasing the convenience of
access to those products.

Statement of directors' responsibilities

Credit Union law requires the directors to prepare financial statements for each financiai 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
Unian for the year ended on that date. In preparing those financial statements the directors are required to:

= select suitable accounting policies and apply them consistently;
» make judgements and estimates that are reasonable and prudent; and

» 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 are responsible for keeping adequate accounting records that are sufficient to show and
explain the Credit Union's transactions and disclose with reasonable accuracy at any time the financial
position of the Credit Union and to enable them to ensure that the financial statements comply with the Co-
operative and Community Benefit Societies Act 2014 and the Credit Union Act 1979. They are also
responsible for safeguarding the assels of the Credit Union and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Results and dividends

Refiecting members' continued desire to save, deposits have risen again (4%), however, continuing the
trend from last year, our loan book has increased by 12% which flows through to an 11% annual increase
in income from members' loans.

The results for the current year have benefited from a £42k release of prior year accruals as a result of the
delay in the implementation of the updated back office system and the reduction in anticipated FSA default
levy fees. Excluding these adjustments, operational expenditure is up 15.1% year on year. The £358k
increase in like for like operational costs is primarily down to an increase of £228k in bad debt costs and
£90k increase in IT costs relating to the installation costs of the upgraded BANCS system. The 106%
increase in bad debt costs does not arise from any changes to our lending risk appetite nor in the increased
size of the loan book, but is instead driven primarily by the economic environment and as a result a
noticeable increase in the number of trust deeds entered into by members. As previously observed last
year, given the economic environment we unfortunately expect bad debt costs to continue to increase.

The above has resulted in a pre-dividend surplus of £463,315 (2017 - £575,346) and a post dividend
retained surplus of £314,188 (2017 - £428,085).




SCOTWEST CREDIT UNION

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Financial risk management objectives and policies

Our key financial risk remains our ability to lend members money at levels and rates which provide an
appropriate dividend return and maintains appropriate capital reserves. Our objective is therefore to provide
competitive loan products and to encourage any member who wishes to borrow to do so from the Credit
Union rather than an alternative provider.

Disclosure of information to the auditor

To the knowledge and belief of each of the persons who are directors at the time the report is approved:

« Sofar as the directors are aware, there is no relevant information of which the Credit Union's auditor is
unaware; and

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

Auditor

A resolution to re-appoint Scoti-Moncrieff, Chartered Accountants, as auditor will be put to the directors at
the forthcoming Annual General Meeting.

This report was approved by the board on 5 November 2018 and signed on its behalf by:

D McRiner SW -d
Chairperson Vice Chair




SCOTWEST CREDIT UNION

REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF SCOTWEST CREDIT UNION
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Opinion

We have audited the financial statements of Scotwest Credit Union for the year ended 30 September 2018
which comprise the Statement of Comprehensive Income, the Statement of Changes in Capital and
Reserves, the Balance Sheet, the Statement of Cash Flows and notes to the financial statements, including
a summary of significant accounting policies. The financial reporting framework that has been applied in
their preparation is applicable law and United Kingdom Accounting Standards, including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally
Accepted Accounting Practice).

In our opinion, the financial statements:

» give a true and fair view of the state of the Credit Union's affairs as at 30 September 2018 and of its
surplus for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

* have been prepared in accordance with the Co-operative and Community Benefit Societies Act 2014
and the Credit Union Act 1979.

Basis for opinion

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in which the I1SAs (UK) require us to report to
you where:

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

* the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the Credit Union's ability to continue to adopt the going concern basis
of accounting for a 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.




SCOTWEST CREDIT UNION

REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF SCOTWEST CREDIT UNION
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Other information {continued)

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.
Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Co-operative and Community
Benefit Societies Act 2014 requires us to report to you if, in our opinion:

adequate accounting records have not been kept; or

the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors’ Responsibilities Statement set out on page 1, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free form 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 going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Credit Union or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

We have been appaointed as auditor under the Co-operative and Community Benefit Societies Act 2014 and
report in accardance with the Act and relevant regulations made or having effect thereunder.

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(UK) will always detect a material misstatement when it exists.




SCOTWEST CREDIT UNION

REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF SCOTWEST CREDIT UNION
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Auditor's responsibilities for the audit of the financial statements (continued)

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

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

Use of our report

This report is made solely to the Credit Union’s members and directors, as a body, in accordance with the
Co-operative and Community Benefit Societies Act 2014 and the Credit Union Act 1979, Qur audit work
has been undertaken so that we might state to the Credit Union's members and directors 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 directors as a body, for our audit work, for this report, or for the opinions we have formed.

Qtett- Wewsied

Jennifer Alexander, Senior Statutory Auditor

For and on behalf of Scott Moncrieff, Statutory Auditor
Chartered Accountants

Allan House

25 Bothwell Street

Glasgow

G2 6NL

Date: 5 November 2018




SCOTWEST CREDIT UNION

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Income

Loan interest received and similar income
— Members loans

— Bank interest received

Interest payable

Net interest income

Fees and commissions receivable
Fees and commissions payable

Net fees and commissions receivable
Other income

Administrative expenses

Depreciation

Bad debt and provision movement

Surplus before taxation

Taxation

Total comprehensive income for the year

Continuing operations

Note

2018
£

2,490,846
400,525
(149,127)

2,742,244

11,763

(6,878)

4,885

74,070

(1,944,481) .

(44,339)

{444,330)

388,049

(73,861)

314,188

2017
£

2,252,213
388,804
(147,261)

2,493,756

10,945

(6,095)

4,850

83,054
(1,811,586)
(48,483)

(215,690)

505,901

(77,816)

428,085

None of the Credit Union’s activities were acquired or discontinued during the current and previous years.

The notes on pages 10 to 19 form part of these financial statements.




SCOTWEST CREDIT UNION

STATEMENT OF CHANGES IN CAPITAL AND RESERVES

AS AT 30 SEPTEMBER 2018

Non-
General Pension distributable
reserve reserve reserve Tofal
£ £ £ £
At 1 October 2017 7,510,910 - 100,000 7,610,910
Surplus for the year 314,188 - N 314,188
Transfer (10,000) - 10,000 -
At 30 September 2018 7,815,098 . 110,000 7,925,008
STATEMENT OF CHANGES IN EQUITY CAPITAL AND RESERVES
AS AT 30 SEPTEMBER 2017
Non-
General Pension distributable
reserve reserve reserve Total
£ £ £ £
At 1 October 2016 7,282,825 (200,000) 100,000 7,182,825
Surplus for the year 428,085 - - 428,085
Transfer (200,000) 200,000 - -
At 30 September 2017 7,510,910 - 100,000 7,610,910

The notes on pages 10 to 19 form part of these financial statements.




SCOTWEST CREDIT UNION

BALANCE SHEET
AS AT 30 SEPTEMBER 2018

ASSETS

Cash, cash equivalents and liquid deposits
Cash on hand

Cash in bank and liquid deposits

Loans to members

Bad debt reserve

Tangible fixed assets

Other debtors

Loans to other Credit Unions

LIABILITIES
Members' shares
Juvenile deposits
Other payables

General reserve
Non-distributable reserves

Note

=~ =

10
11
12

13

14

15
16

2018

65
33,024,892

33,024,957
36,786,126
(899,572)

502,726
508,837

69,923,074

61,478,428
55,659
463,889
61,997,976
7,815,098
110,000

69,923,074

2017

238
34,427,477

34,427,715

32,536,572
(686,617)
519,747
573,001
30,000

67,400,418

59,291,030
50,278
448,200

59,789,508

7,510,910
100,000

67,400,418

These financial statements were approved by the Board of Directors on 5 November 2018 and were signed

on its behalf by:

Chairperson

Cldchoef ..

C McMichaei
Secretary

Vice Chair

The notes on pages 10 to 19 form part of these financial statements.




SCOTWEST CREDIT UNION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Cash flows from operating activities
Surplus for the financial year

Adjustments for:
Depreciation charge
Tax charge for the year

Finance cost

Interest received

Gain on disposal of fixed assets
Increase in debtors

Decrease in pension provision
Increase in creditors
Corporation tax paid

Net cash used from operating activities
Cash flow from investing activities
Purchase of tangible fixed assets

Proceeds from disposal of fixed assets

Net cash used in investing activities

Cash flow from financing activities

Finance cost

interest received
Increase in members shares

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Components of cash and cash equivalents
Cash equivalents and liquid deposits

Note

The notes on pages 10 to 19 form part of these financial statements.

2018
£

314,188

44,339
73,861
38,479

(400,525)
(6,600)
(3,942,435)

23,013
(75,804)

(3,931,484)

(35,218)
14,500

{20,718)

(38,479)
400,525
2,187,398

2,549,444

(1,402,758)

34,427,715

33,024,957

33,024,957

2017
£

428,085

48,483
77,816
37,183
(388,804)

(3,374,349)
(200,000)
126,085
(65,559)

(3,3711,090)

(37,183)
368,804
2,856,331

3,207,932

(103,138)

34,530,853

34,427,715

34,427,715




SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

1. Accounting Policies

General information

The Credit Union is incorporated in the UK and domiciled in Scotland. The address of its registered
office is 13 Elmbank Street, Glasgow, G2 4PB. |t is defined as a public benefit entity and thus
complies with all disclosure requirements relating to public benefit entities. The Credit Union's
functional and presentation currency is pounds sterling (GBP).

The Credit Union's activity during the year continued to be that as defined in the Credit Union Act
1979, with membership being open to anyone who lives or works in the West of Scotland (an area
defined by the boundaries of the twelve unitary council authorities: Argyll & Bute, East Ayrshire, East
Dunbartonshire, East Renfrewshire, Glasgow City, Inverclyde, North Ayrshire, North Lanarkshire,
Renfrewshire, South Ayrshire, South Lanarkshire and West Dunbartonshire).

Summary of significant accounting policies
The principal accounting policies are summarised below. They have all been applied consistently
throughout the year and the preceding year.

Basis of accounting

The financial statements have been prepared under the historical cost convention and in compliance
with Financial Reporting Standard 102, "The Financial Reporting Standard applicable in the United
Kingdom and the Republic of Ireland” issued by the Financial Reporting Council.

Going concern

The Credit Union has a healthy cash and net assels position and thus the Directors are satisfied that
there are sufficient resources in place to continue operating for the foreseeable future. Thus, the
Directors continue to adopt the going concern basis of accounting in preparing the annual financial
statements.

Interest receivable
Interest receivable is recognised as amounts fall due on loans to members and bank deposits.

Dividends
Dividends are paid to members based on the actual deposits held with the Credit Union.

Fees and commissions receivable
Income represents interest and fees received on the products provided by the Credit Union. Interest
and fees are recognised as they fall due.

Bad and doubtful debts

Specific provisions are made for loans which are recognised to be bad or doubtful. A general
provision to cover loans which are bad or doubtful but not yet identified as such is also maintained
for use in appropriate circumstances. Movements in bad debt provisions during the year are charged
to the Statement of Comprehensive Income.

Taxation

Current taxation is the expected tax payable for the year, using tax rates in force during the year.
The Credit Union is not liable for corporation tax payable on its activities of making loans to
members. Corporation tax is payable on investment income. As a result of the limited activities of the
Credit Union from which profits are chargeable to corporation tax, it is unlikely that deferred tax will
arise.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without
penalty on notice of not more than 24 hours. Cash equivalents are highly liquid investments that
mature in no more than three months from the date of acquisition and that are readily convertible to
known amounts of cash with insignificant risk of change in value. Bank overdrafts, where applicable,
are shown within current liabilities.

10



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

1. Accounting Polices (continued)

Loans to members
Loans are recognised at their principal amount less any specific and general provisions.

Tangible fixed assets
Depreciation is provided at the following annual rates in order to write-off each asset over its
estimated useful life

Property - 2.5% straight line

Fixtures and fittings - 5% - 50% straight line

Computer software -  33.33% straight line

Motor vehicles - 33.33% on cost less estimated residual value
Debtars

Short term debtors are measured at transaction price, less any impairment.

Creditors
Short term creditors are measured at the transaction price.

Impairment of non-financial assets
At each reporting date, the Credit Union reviews the carrying amounts of its non-financial assets, to
determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any).

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognised as an
expense immediately, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease. Where an impairment loss subsequently
reverses, the carrying amount of the asset Is increased to the revised estimate of its recoverable
amount, but only to the extent that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in
prior years.

A reversal of an impairment loss is recognised as income immediately, unless the relevant asset is
carried at a revalued amount, in which case the reversal of the impairment loss is treated as a
revaluation increase.

Financial instruments
The Credit Union has entered into basic financial instruments transactions that result in the
recognition of financial assets and liabilities like trade and other accounts receivable and payable.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade payables or receivables, are measured,
initially and subsequently, at the undiscounted amount of the cash or other consideration, expected
to be paid or received. However if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
rate of interest that is not a market rate or in case of an out-right short-term loan not at market rate,
the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised
cost.

11



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

1. Accounting Policies {continued)

Financial instruments {continued)

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found,
an impairment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. if a financial asset has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate determined under the
contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate, which is an approximation of the
amount that the Credit Union would receive for the asset if it were to be sold at the Balance Sheet
date.

Financial assets and liabilities are offset and the net amount reported in the Balance Sheet when
there is an enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Financial assets are derecognised when the contractual rights to the cashflows from the asset
expire, or when the Credit Union has transferred substantially all the risks and rewards of ownership.

Financial liabilities are derecognised only once the liability has been extinguished through discharge,
cancellation or expiry.

Pension scheme

Defined contribution scheme

The Credit Union operates a defined contribution plan for its employees. A defined contribution plan
is a pension plan under which the Credit Union pays fixed contributions into a separate entity. Once
the contributions have been paid the Credit Union has no further payments obligations.

The contributions are recognised as an expense in the Statement of Comprehensive Incorme when
they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. The assets
of the plan are held separately from the Credit Union in independently administered funds

Revenue commitments
Revenue commitments are charged to the Statement of Comprehensive Income account on a
straight line basis over the term of the lease.

2. Judgements in Applying Accounting Policies and Key Sources of Estimation Uncertainty

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgement in applying the
Credit Union’s accounting policies.

The directors are satisfied that accounting policies are appropriate and applied consistently. Key
sources of accounting estimation have been applied fo the depreciation rates and bad debt
provisions which are deemed to be appropriate for the class of assels.

12



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

3.  Operating Surplus

2018 2017

Operating surplus for the year is stated after; £ £

Depreciation 44,339 48,483
Auditor's remuneration

- external audit 8,880 8,560

- taxation services 350 350

4. Dividends 2018 2017

£ £

Dividend paid on members’ shares in the year 149,127 147,261

The distributions on member's shares represents distributions paid in the year

2018 2017

Dividends paid during the year % %
Juvenile member dividend 0.25 0.25
Ordinary member dividend 0.25 0.25
Notice Account dividend 0.26 0.26
2018 2017

Proposed dividend % %
Juvenile member dividend 0.25 0.25
Ordinary member dividend 0.25 0.25
Notice Account dividend 0.26 0.26
5, Staff Costs 2018 2017
£ £

Wages and salaries 880,991 824,295
Social security costs 78,514 73,583
Pension costs 58,369 54,851
1,017,874 952,729

Average staff numbers during the year were 35 (2077: 35).

No remuneration was paid to any of the directors in the year (2077 - £nif). The key management
personnel are the Chief Executive Officer, the interim Chief Executive Officer, the Chief Operating
Officer, the Finance Manager and the Officer Manager. Remuneration for key management
personnel was £228,908 (2017 - £217,017).

At the year-end pension contributions outstanding were £5,457 (2017 - £5,320).

13



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

6. Taxation

Taxation charged through the Statement of Comprehensive Income

was as follows:

Carporation tax

Factors affecting tax charge for the year

2018

73,861

2017

77,816

The tax assessed for the year is more than (2017 — less than) the standard rate of corporation tax in the

UK of 19% (2017 — 19.5%). The differences are explained below.

Profit on ordinary activities before tax

Profit on ordinary aclivities multiplied by standard rate of corporation

tax in the UK of 19% (2017 — 19.5%)
Effects of:
Revenues exempt from taxation

7. Cash & Cash Equivalents

Cash in hand
Current accounts
Deposit accounts
Investments in bonds

2018 2017
£ £

388,049 505,901
73,729 98,651

132 (20,835)

73,861 77,816
2018 2017

£ £

65 238
4,359,006 9,683,029
962,512 1,805,148
27,703,374 22,939,300
33,024,957 34,427,715

The Credit Union has ring fenced an amount of £100,000 for fixed rate mortgages as shown in note

16. The £100,000 is included within the balance of cash at bank.

8. Loans to Members

Balance forward
Advanced in year
Repaid in year
Written off in year

Loans due within one year
Loans due after more than one year

2018 2017

£ £
32,536,572 29,355,399
29,227,092 23,886,338
(24,746,163)  (20,489,475)
(231,375) (215,690)
36,786,126 32,536,572
13,281,889 10,325,080
23,504,237 22,211,492

36,786,126

32,536,572

14



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018

10.

1.

12.

Bad Debt Reserve

Opening provision

Charge to Statement of comprehensive income

General provision

Tangible Fixed Assets

Cost

As at 1 October 2017
Additions

Disposals

As at 30 September 2018
Depreciation

As at 1 October 2017
Charge for the year
Eliminated on disposal

At 30 September 2018

Net Book Value
30 September 2018

30 September 2017

Other Debtors

Bond interest
Sundry debtors
Prepayments and accrued income

Loans to other Credit Unions

Balance at 1 October

Repaid in year

Balance 30 September

2018 2017

£ £

686,617 624,802

212,955 61,815

899,572 686,617

Fixtures & Computer Motor

Property fittings software  vehicles Totals
£ £ £ £ £
475,000 257,042 139,113 33,800 904,955
- - - 35,218 35,218

- - - (33,800) (33,800)
475,000 257,042 139,113 35,218 906,373
23,750 208,224 128,034 25,200 385,208
11,875 12,655 11,079 8,730 44,339

- - - (25,900) (25,900)

35,625 220,879 139,113 8,030 403,647
439,375 36,163 - 27,188 502,726
451,250 48,818 11,079 8,600 519,747
2018 2017

£ £

495,716 463,442

303 -

12,818 109,659

508,837 573,001

2018 2017
£ £

30,000 30,000

{30,000) -

- 30,000

The above loan was sub-ordinated and redeemed in September 2018.

15



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

13.

14.

15.

16.

17.

Members' Shares

Balance forward
Received in year
Withdrawn in year

Other Payables

Trade creditors

Accruals

Other creditors

Other tax and social security
Corporation tax

General Reserve

The general reserve includes the current and prior year retained surpluses and deficits.

Non-distributable Reserves

2018 2017
£ £
59,291,030 56,434,699
40,573,749 37,840,411
(38,386,351)  (34,984,080)
61,478,428 59,291,030
2018 2017

£ £

15,507 23,227
242,011 283,602
102,805 41,417
27,808 22,253
75,758 77,701
463,889 448,200

The Credit Union has a porifolio of fixed rate mortgage loans in respect of which there exists an
interest rate risk in the event of an increase in base rate or other rises in the cost of funding, which
cannoct be matched by an equivalent rise in interest income from this portfolio.

The Credit Union carried out a stress test to gauge the impact of a rise in the cost of funding and
used this calculation to establish a part of the general reserve which is treated as non-distributable,
and which reflects the resources set aside to mitigate the interest rate risk in the mortgage loan

book.

Revenue Commitments

The credit union's annual commitments for rental and non-cancellable revenue commitment at

30 September 2018 were as set out below;

L.eases which expire;
within one year
between two and five years

2018 2017

£ £
164,400 72,957
616,500 571,337
780,900 644,294
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18.

19

Financial Risk Management

Scotwest Credit Union manages its shares and loans so that it earns income from the margin between
interest receivable and interest payable.

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

Credit risk: Credit risk is the risk that a borrower will default on their contractual obligations relating to
repayments to Scotwest Credit Union, resuiting in financial loss to the Cradit Union. In order to manage
this risk the Board approves Scotwest 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 indicate that the likelihood of repayment has changed.

Liquidity risk: Scotwest Credit Union's palicy 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 Scotwest 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.

Market risk: Market risk is generally comprised of interest rate risk, currency risk and other price risk.
Scotwest Credit Union conducts all its transactions in sterling and does not deal in derivatives or
commodity markets. Therefore Scotwest Credit Union is not exposed to any form of currency risk or
other price risk. Scotwest 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 Union's
operations. Scotwest Credit Union considers rates of interest receivable when deciding on the dividend
rate payable on shares. Scotwest Credit Union does not use interest rate options to hedge its own
positions.

Credit Risk Disclosures

Scotwest Credit Union holds £33,024,957 in bank accounts, deposits and investments. In order to deal
with the credit risk of banking institutions, the Credit Union spreads its bank accounts between a
number of different UK financial institutions. At the year-end bank funds were held between 7 different
Banks and Building Societies. The Credit Union believes the full amount is recoverable and no
provision against the bank balance is required.

The Credit Union holds the following security against its loans to members:

2018 2017
Security for loans £ £
Attached Shares 1,623,983 1,575,175
Property (at time loan was issued) 16,613,985 17,030,210

18,237,968 18,605,385

17



SCOTWEST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

19.

20.

21.

Credit Risk Disclosures {continued)

The total amount of loans represents the Credit Union's maximum exposure to credit risk from lending
to members. The following table provides information on the credit quality of loan repayments. Where
loans are not impaired it is expected that the amounts repayable will be received in full. The status 'past
due' includes any loan where payments are in arrears. The amount included is the entire loan amount
and not just the overdue amount. The amounts relating to individually impaired and written off for
internal purposes are loans which the Board have written off but which under FRS 102 can only be

provided for and are not derecognised.

2018 2017
Loans not impaired £ £
Not past due 31,012,362 31,680,933
Up to 3 months past due 4,647,568 150,416
35,659,930 31,831,349

Loans which are impaired
Between 3 months and 6 months due 299,428 107,797
Between 6 months and 1 year past due 17,675 11,792
Over 1 year past due - 3,688
Individually provided and written off for internal purposes 735,748 581,746

36,786,126

32,536,572

Liquidity risk disclosures

Excluding short-term other payables, as noted in the balance sheet, Scotwest Credit Union's financial
liabilities, and the members shares, are repayable on demand.

Interest Rate Risk Disclosures

The following table shows the interest received during the year divided by the closing loan balance
and the dividend paid during the year divided by the closing share balance:

2018 2017
Average Average
Interest Interest
Amount Rate Amount Rate
£ £ £ £
Financial assets
Loans to members 36,786,126 7.27% 32,536,572 7.28%
Financial liabilities
Members shares 0.25%

61,534,087 59,341,308 0.25%
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22,

23.

Related Parties

All of the directors are members of the Credit Union and one director (2077 - one) has taken out a
loan on narmal business terms. During the year, two close family members of the directors took out
loans on normal business terms (2017 - one). The directors cannot use their positions to their
advantage.

Scotwest Lottery is a related party of Scotwest Credit Union as the Credit Union is the ultimate
beneficiary.

During the year Scotwest Credit Union received £70,462 (2017 - £73,044) from Scotwest Lottery. At
the year-end Enil (2017 - £nif} is outstanding.

Affordable Lending Limited is a related party of Scotwest Credit Union as the CEQ is alsc a director
of this company. Scotwest Credit Union's costs of being a part of Affordable Lending Limited were
£5,866 (2017 - £10,465). The Credit Union alsc received a grant of £nil during the year. No balances
exist at the year-end (2017 - £nil).

Contingent Liabilities

Following the outcome of the Judicial Review into FSA Policy Statement PS10/12; ‘the assessment
and redress of Payment Protection Insurance complainis’, Scotwest Credit Union undertook a review
of its processes for dealing with PPI. No significant issues were raised in this review and Scotwest
Credit Union continues to review complaints in the normal way.

No provision has therefore been made in these accounts in respect of claims in relation to any
previous sales of PPI.
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SCOTWEST CREDIT UNION

DETAILED INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 30 SEPTEMBER 2018

Income
Interest received
- membess loans
— bank interest received gross
Fee income
Insurance commission
Other income

Total income

Expenditure

Governance costs

Community development projects
Staff wages and salaries

Other staff costs

Property costs

Insurance

Information technology
Communications

Marketing

Finance costs

Regulation

Depreciation

Professional fees

Audit fee

Management fees

Bad debts and provision movement
(3ain on disposal of fixed assets
Sundry expenses

Total expenditure
Operating surplus

Provision for taxation

Dividend

Surplus in the year

20,382

1,017,874
32,972
69,336

248,273
328,311
88,762
51,281
38,479
(31,025)
44,339
(8,706)
11,988
82,940
444,330
(6,600)
7,092

This page does not form part of the financial statements.

2018
£

2,480,846
400,525
10,771
992
74,070

2,977,204

(2,440,028)
537,176
(73,861)

463,315
(149,127)

314,189

42,061
1,250
952,729
1,585
64,149
229,173
237,834
74,387
35,348
37,183
16,546
48,483
26,793
9,840
85,262
215,690

3,541

2017
£

2,252,213
388,804
9,557
1,388
83,054

2,735,016

(2,081,854)
653,162
(77,816)

575,346
(147,261)

428,085



