COMMSAVE CREDIT UNION

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2021



COMMSAVE CREDIT UNION

CREDIT UNION INFORMATION

Directors

Registration number

FCA number

Registered office

Auditor

Mr S Ayiehfor
Mr M Braimah
Mr S Jacob
Mr K Kafamba
Mr D G Keith
Mr H Mansuri
Mr R Munro
Mrs R Owusu
Ms L Walkden

1P00264C

213407

6 Duncan Close
Moulton Park
Northampton
Northamptonshire
NN3 6WL

Burgis & Bullock
23-25 Waterloo Place
Warwick Street
Leamington Spa
Warwickshire
CV325LA




COMMSAVE CREDIT UNION

CONTENTS

Page
Directors' report 1-2
Treasurer's report 3
Chairman's report 4
Independent auditor's report 5-8
Revenue account 9
Balance sheet 10
Statement of changes in equity 11
Statement of cash flows 12

Notes to the financial statements 13-29




COMMSAVE CREDIT UNION

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

The directors present their report and financial statements for the year ended 30 September 2021.

The principal activity of the credit union continues to be that of the provision of savings and lending facilities
for the benefit of its members as defined in the Credit Union Act 1979.

Principal activities
The principal activity of the business continued to be that of a credit union.

Directors

The directors who held office during the year and up to the date of signature of the financial statements
were as follows:

Mr S Ayiehfor
Mr M Braimah
Mr S Jacob
Mr K Kafamba
Mr D G Keith
Mr H Mansuri
Mr R Munro
Mrs R Owusu
Ms L Walkden




COMMSAVE CREDIT UNION

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Statement of directors' responsibilities
The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

The Co-operative and Community Benefit Societies Act 2014 requires the directors to prepare financial
statements for each financial year. Under that law the directors have elected to prepare the financial
statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law). Under that law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the credit
union and of the surplus or deficit of the credit union for that period. In preparing these financial statements,
the directors are required to: .

¢ select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

 state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

* 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 enable them to ensure that the financial statements comply with the Co-operative and
Community Benefit Societies Act 2014. They are also 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.

Statement of disclosure to auditor

So far as the directors are aware, there is no relevant audit information of which the credit union's auditors
are unaware. Additionally, the directors have taken all the necessary steps that they ought to have taken as
directors in order to make themselves aware of all relevant audit information and to establish that the credit
union's auditors are aware of that information.

On behalf of the board

Chairman

11 December 2021




COMMSAVE CREDIT UNION

TREASURERS' REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

We wrote our financial plan in August 2020 amid all of the pandemic uncertainties. We took a very prudent
approach, and | am delighted that we successfully achieved the level of surplus. This has enabled us to
propose a dividend on savings of 1.5%, as well as a loan interest rebate of 1.5% to members who have made
their loan repayments in line with their agreement. We have also been able to add to our regulatory reserve.

Our aim is to pay a competitive dividend on savings, and | am sure you will agree we have achieved our aim
this year.

For the second year, the impact of Covid has been felt by a significant inflow of savings, with loans remaining
fairly flat.

Our membership grew by 8% from 29,505 to 31,812. We know the most effective way of attracting new
members is by word of mouth and personal recommendation. If each of us recruited just one new member,
we could double our size! By continuing to grow we can develop our services and help improve the financial
wellbeing of many, many more people.

Savings grew by 35% from £74.7m to £100.7m. Encouraging members to save and build their financial
resilience is part of our mission. However, we are required to hold regulatory reserves against savings.
During the year the Board considered whether we should introduce new caps on savings and deposits, but
due to our prudent decisions to build our capital in previous years, we decided this wasn’t necessary at this
time, but we will keep this under review.

Loans have started to show some signs of growth - 5% from £46.8m to £49.0m. The interest earned on loans
enables us to pay our bills, build our capital and pay a dividend on savings. During the year we launched a
new ‘Homeowner’ loan product. Looking ahead, we have started projects to assess if we can offer
mortgages and a credit union credit card.

We have continued to invest in improving our IT for service and security, recruiting and developing our staff
team and developing new products.

Your Board takes a prudent approach to reserves (capital), and this year we have been able to increase our
reserves from £14.6m to £16.7m (14%). This is above the level required by our regulator. Our reserves
provide a buffer against unforeseen events in the future.

On behalf of the board

&

Mr M Braimah
Treasurer
11 December 2021




COMMSAVE CREDIT UNION

CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Dear Member/Owner,

On behalf of your board of directors, I’'m delighted to report on another successful year for your credit union.
This report covers our 30th anniversary year and while we had hoped to hold a celebratory event, this was
not possible. If circumstances allow, we will hold a celebratory event in 2022.

Despite the challenges of this pandemic, Commsave has continued to serve you, our members, effectively
during the past year. We've all had to adjust to different ways of working, and | thank all our staff who’ve
worked so hard to make sure our members continue to receive an excellent service.

We can report on another financially successful year. I'll leave it to our Treasurer to report on the details.
However, we’re pleased that despite the distortions caused by the pandemic, we can propose a dividend on
savings, and a loan interest rebate in line with our business plan projections.

Following the vote at our Annual General Meeting (AGM) last year, we successfully applied to the regulator
to add the fishing sector to our common bond, and warmly welcome those new members to the Commsave
family.

Commsave has been a leading credit union in working to make sure the PrizeSaver scheme has continued
beyond the initial pilot. The growth of PrizeSaver has enabled the prize structure to be improved. To date,
Commsave members have won £91,230 in prizes.

During the year, your board started a process of reviewing our strategy and we will share the results in a
future newsletter.

We also strengthened our Audit & Risk sub-committee by adding two new independent members. They
continued to meet regularly, and we thank them for their support, in the important areas of risk, governance
and audit.

Our network of Workplace Reps has continued to play a very important role in our development, especially
during the pandemic, when our staff have not been able to visit workplaces. We thank them all for their
ongoing support and commitment. If you would like to become a workplace rep in your own office/depot,
please get in touch with us, and we’ll support you with training and materials.

I give my personal thanks to our Board of volunteer directors who readily give up their time each month to
attend our Board meetings and other events representing Commsave.

You will see from our annual report and accounts that our staff team, so ably led by Amanda has continued
to deliver excellent service to members and driven our credit union forward. Thank you, your efforts are very
much appreciated.

Mr K Kafamba
Chairman

11 December 2021




COMMSAVE CREDIT UNION

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF COMMSAVE CREDIT UNION

Opinion

We have audited the financial statements of Commsave Credit Union (the 'credit union') for the year ended
30 September 2021 which comprise the statement of comprehensive income, the statement of changes in
equity, 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:
e give a true and fair view of the state of the credit union's affairs as at 30 September 2021 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 requirements of 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 Financial Reporting Council's (FRC) Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the credit union's ability to
continue as a going concern for a period of at least twelve months from when the financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in
the relevant sections of this report.




COMMSAVE CREDIT UNION

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF COMMSAVE CREDIT UNION

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
contained within the annual report. 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. 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 course of 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 this
gives rise to a material misstatement in the financial statements themselves. 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

In the light of the knowledge and understanding of the credit union and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report and the directors'
report.

We have nothing to report in respect of the following matters where the Co-operative and Community
Benefit Societies Act 2014 and the Credit Unions Act 1979 requires us to report to you if, in our opinion:

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

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

e the Revenue Account and Balance Sheet are not in agreement with the books of account of the Credit
Union; or

e 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, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the credit union's ability to

continue as a going concern, disclosing, as applicable, matters 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.




COMMSAVE CREDIT UNION

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF COMMSAVE CREDIT UNION

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 I1SAs (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.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud, is detailed below.

We gained an understanding of the legal and regulatory framework applicable to the credit union and
assessed the extent of compliance with these laws and regulations as part of our procedures on the related
financial statement items.

Based on our understanding of the company and industry we identified that the principal risk of non-
compliance with laws and regulations related to breaches of PRA rulebook in relation to the credit union’s
activities as well as Credit Unions Act 1979, Community Benefit Societies Act 2014, UK Tax Legislation and UK
Employment Law. We also evaluated management incentive and opportunities for fraudulent manipulations
of the financial statements.

Audit procedures performed included:

* Making enquiries of management as to any instances of non-compliance with laws and regulations;

e Enquiry of management, those charged with governance and the entity’s solicitors around actual and
potential litigation and claims;

* Reviewing minutes of meetings of those charged with governance;

¢ Reviewing internal audit reports;

¢ Challenging assumptions and judgements made by management in their significant accounting estimates
and assessing if these indicate evidence of management bias;

* |dentifying and assessing the design effectiveness of controls management have in place to prevent and
detect fraud;

* Reviewing the accounting records for large and unusual journal entries and testing any identified and in
particular the rationale for any transactions outside the credit union’s normal course of business;

* Reviewing the accounting records for large and unusual bank payments and testing any identified and in
particular the rationale for any transactions outside the credit union’s normal course of business;

* Testing a sample of debit entries in the revenue account to check they are bona-fide costs of the
business;

¢ Testing a sample of member loans to loan agreements;

¢ Testing a sample of savings and loan accounts to ensure there is appropriate evidence of Money
Laundering identification and credit checks.




COMMSAVE CREDIT UNION

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF COMMSAVE CREDIT UNION

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities,
including those leading to a material misstatement in the financial statements or non-compliance with
regulation. This risk increases the more that compliance with a law or regulation is removed from the events
and transactions reflected in the financial statements, as we will be less likely to become aware of instances
of non-compliance. The risk is also greater regarding irregularities occurring due to fraud rather than error, as
fraud involves intentional concealment, forgery, collusion, omission or misrepresentation.

A further description of our responsibilities is available on the Financial Reporting Council’s website at:
https://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, as a body, in accordance with the Co-operative and
Community Benefit Societies Act 2014 and the Credit Unions Act 1979. Our audit work has been undertaken
so that we might state to the Credit Unions' 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.

e =, _\N?,Qs EL);\\N\J\CB QN

Burgis & Bullock pate:. L\ \ecmnw oo 2052\
Chartered Accountants
Statutory Auditor 23-25 Waterloo Place

' Warwick Street

Leamington Spa
Warwickshire
CV32 5LA




COMMSAVE CREDIT UNION

REVENUE ACCOUNT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

2021 2020
Notes £ £
Loan interest receivable and similar income 3 7,729,883 7,689,586
Administrative expenses 4 (4,275,829) (4,829,898)
Other income 5 99,824 93,453
Surplus before taxation 3,553,878 2,953,141
Tax on surplus 9 (68,046) (64,335)
Surplus for the financial year 3,485,832 2,888,806
Dividends & loan interest rebates 6 (1,413,972) (1,615,876)
Retained surplus for the financial year 2,071,860 1,272,930

The revenue account has been prepared on the basis that all operations are continuing operations.




COMMSAVE CREDIT UNION

BALANCE SHEET
AS AT 30 SEPTEMBER 2021
2021 2020
Notes £ £
Assets

Cash at bank and liquid deposits 10 71,207,019 45,538,269
Loans to members 11 47,474,436 45,206,220
Tangible assets 12 491,523 505,624
Other debtors 13 671,340 668,624
Total assets 119,844,318 91,918,737

Liabilities
Member savings 16 100,691,853 74,745,929
Other creditors 15 1,855,903 2,022,047
102,547,756 76,767,976
Bereavement fund 17 600,353 526,412
General reserve 16,696,209 14,624,349
Total liabilities 119,844,318 91,918,737

The financial statements were approved by the board of directors and au

2021 and are signed on its behalf by:

it

Mr M Braimah
Treasurer

r R Munro
Secretary

thorised for issue on 11 December

-10-



COMMSAVE CREDIT UNION

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 SEPTEMBER 2021

General

reserve

£

Balance at 1 October 2019 13,351,419
Year ended 30 September 2020:

Surplus for the financial year 2,888,806

Dividends & loan interest rebates (1,615,876)

Balance at 30 September 2020 14,624,349
Year ended 30 September 2021:

Surplus for the financial year 3,485,832

Dividends & loan interest rebates (1,413,972)

Balance at 30 September 2021 16,696,209

-1 -



COMMSAVE CREDIT UNION

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 SEPTEMBER 2021

Notes

Surplus for the year after taxation, dividends and
loan interest rebates

Adjustments for non-cash items:
Depreciation 4
Taxation 9

Working capital adjustments
Movement in accrued interest
Movement in other debtors
Movement in other creditors
Movement in proposed dividend
Movement in bereavement fund

Cash flows from changes in operating assets and
liabilities

Loan repayments less loans advanced

Increase in member shares

Income taxes paid
Net cash inflow from operating activities
Investing activities

Purchase of tangible fixed assets 12

Net cash flow from managing liquid
deposits

Net cash used in investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year 10

2021 2020
£ £ £ £
2,071,860 1,272,930
24,244 23,106
68,046 64,335
92,290 87,441
14,092 (90,651)
(16,807) (71,550)
8,466 291,409
(174,302) 328,512
73,941 129,847
(94,610) 587,567

(2,268,217)
25,945,924

(10,143)

(14,451,778)

1,012,009

18,704,506
23,677,707 19,716,515
(68,354) (36,534)
25,678,893 21,627,919

(31,917)

(12,823,907)

(14,461,921) (12,855,824)

11,216,972 8,772,095
20,639,183 11,867,088
31,856,155 20,639,183

-12-



COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2021

14

1.2

13

14

15

Accounting policies

Credit union information

Commesave Credit Union Limited is registered under the Co-operative and Community Benefit Societies
Act 2014, with the principal activity of operating as a credit union, within the meaning of the Credit
Unions Act 1979. Commsave Credit Union is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. The registered
office is 6 Duncan Close, Moulton Park, Northampton, Northamptonshire, NN3 6WL.

In accordance with the regulatory environment for credit unions, deposits from members can be made
by subscription for redeemable shares, deferred shares and interest-bearing shares. At present
Commesave credit union has only issued redeemable shares.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the Co-operative and
Community Benefit Communities Act 2014. The disclosure requirements of FRS 102 have been applied
other than where additional disclosure is required to show a true and fair view.

The financial statements are prepared in sterling, which is the functional currency of the credit union.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention, modified to include
the revaluation of freehold properties and to include investment properties and certain financial
instruments at fair value. The principal accounting policies adopted are set out below.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
credit union has adequate resources to continue in operational existence for the foreseeable future.
Thus, the directors continue to adopt the going concern basis of accounting in preparing the financial
statements. ‘

Income

Income represents interest receivable on loans to members, commission and fees charged to members
and grants, donations received and bad debts recovered. Bank interest was earned on funds invested
by the Credit Union.

The credit union recognises income when the amount of income can be measured reliably, when it is
probable that future economic benefits will flow to the entity and when specific criteria have been met
for each of the credit union's activities described above.

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net
of depreciation and any impairment losses.

-13-



COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1.6

1.7

1.8

Accounting policies (Continued)

Tangible fixed assets are stated at cost or valuation less depreciation. Depreciation is provided at rates
calculated to write off the cost less estimated residual value of each asset over its expected useful life,
as follows:

Freehold property 2% straight line
Fixtures, fittings & equipment 25% reducing balance

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to the revenue account.

Impairment of fixed assets

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

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments

The credit union has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and
Section 12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the credit union's balance sheet when the credit union
becomes party to the contractual provisions of the instrument.

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

Basic financial assets

Basic financial assets, which include loans to members, debtors and cash and bank balances, are
initially measured at transaction price including transaction costs and are subsequently carried at
amortised cost using the effective interest method unless the arrangement constitutes a financing
transaction, where the transaction is measured at the present value of the future receipts discounted
at a market rate of interest. Financial assets classified as receivable within one year are not amortised.

-14-



COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Accounting policies (Continued)

Other financial assets

Financial assets — loans 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.

Impairment of financial assets

Commsave Credit Union 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. In addition, if, during the course
of the year, there is objective evidence that any individual loan is impaired, a specific loss 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.

Derecognition of financial assets

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. Commsave Credit Union does not transfer
loans to third parties.

Under FRS102, the criteria for de-recognising (writing off) a loan is different to when the credit union
would write off a loan for internal purposes. See note 11 for further detail.

Classification of financial liabilities

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

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from other credit unions and preference
shares that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the
future payments discounted at a market rate of interest. Financial liabilities classified as payable within
one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Amounts payable are classified as current liabilities if payment is due
within one year or less. If not, they are presented as non-current liabilities. Trade creditors are
recognised initially at transaction price and subsequently measured at amortised cost using the
effective interest method.

-15-



COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1.9

1.10

1.11

1.12

Accounting policies (Continued)

Financial liabilities — member savings

Members’ shareholdings in Commsave Credit Union are redeemable and therefore are classified as
financial liabilities, and described as member savings. They are recognised at the amount of cash
deposited.

Derecognition of financial liabilities

Financial liabilities are derecognised when the credit union’s contractual obligations expire or are
discharged or cancelled.

Taxation
The tax expense represents the sum of the tax currently payable.

Current tax

The tax currently payable is based on taxable surplus for the year. Taxable surplus differs from net
surplus as reported in the revenue account because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The credit union’s liability for current tax is calculated using tax rates that have been enacted or
substantively enacted by the reporting end date.

Bereavement fund

The credit union has set up a scheme which provides bereavement benefits on the death of its
members. Initially the credit union provides 20p per £1,000 of total loans and total savings on the last
day of each month and subsequently assesses the fund balance periodically to ensure that it is not
under or over provided after taking external actuarial advice.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those
costs are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Termination benefits are recognised immediately as an expense when the credit union is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits

The credit union operates a defined contribution pension scheme for all qualifying employees. The
assets of the scheme are held separately from those of the credit union in an independently
administered fund.

Payments to defined contribution retirement benefit schemes are charged as an expense as they fall
due.

-16 -



COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1.13

1.14

1.15

1.16

Accounting policies (Continued)

Leases

Rental income from operating leases is recognised on a straight line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised on a straight line basis over the lease term.

General reserve
The Credit Union must establish and maintain a General Reserve in accordance with FCA and PRA
Regulations. As follows:

- Capital of at least 5% of total assets up to and including £10 million; and
- Capital of at least 8% of total assets above £10 million up to and including £50 million; and
- Capital of at least 10% of total assets above £50 million

Bad and doubtful debt provisions

Impairment on loans to members is based upon the provisioning percentages specified in the PRA
Credit Union Rulebook, which specifies the percentage of bad debt provisioning to be applied to loans
in arrears according to age of debt, as follows:

- 35% of the net liability of loans more than 3 months in arrears;
- 60% of the net liability of loans more than 6 months in arrears;
- 80% of the net liability of loans more than 9 months in arrears;
- 100% of the net liability of loans more than 12 months in arrears.

Dividends, ISA interest and loan interest rebates
The accounts include a provision for a proposed dividend, ISA interest and loan interest rebates relating
to the current year which will be paid in the next financial year.
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Judgements and key sources of estimation uncertainty

In the application of the credit union’s accounting policies, the directors are required to make
judgements, estimates and assumptions about the carrying amount of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only
that period, or in the period of the revision and future periods where the revision affects both current
and future periods.

Income recognition and allowance for doubtful debts

The credit union recognises an annual allowance for bad debts in line with the PRA requirements as set
out in the accounting policies in note 1.15. In addition to this provision, at each reporting date the
credit union evaluates the recovery of loans issued and records allowances for bad debts based on
history and experience.

Bereavement fund
The credit union has set up a scheme which provides bereavement benefits on the death of its

members. The credit union uses estimations as set out in the accounting policy 1.10 to provide for this
scheme.

Loan Interest receivable and similar Income

An analysis of the credit union's turnover is as follows:

2021 2020

£ £

Interest on member loans 7,386,872 7,344,361
Interest on other CU Loans 5,038 4,650
Bank interest receivable on cash and liquid deposits 337,973 340,575

7,729,883 7,689,586
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Administrative expenses

2021 2020

£ £

Wages and salaries and staff welfare 7 721,884 595,652
Training costs 36,589 36,430
Rates 2,646 2,649
Bereavement fund reserve movement 17 327,014 265,105
Fidelity Insurance 27,022 23,110
Property Insurance 2,437 2,565
Light and heat 4,339 4,448
Cleaning 13,263 7,739
Repairs and maintenance 8,853 17,709
Bad debts expense (net) 14 2,126,779 3,002,918
Printing, postage and stationery 45,082 36,111
Marketing & communication 240,244 200,431
Telephone 55,293 46,449
Computer maintenance 69,867 33,620
Equipment leasing 58,349 7,084
Meetings, seminars & conferences 11,223 41,762
Association fees 34,944 31,196
Legal & professional 132,490 100,539
Regulation fees 2,329 3,022
Merger costs (11,061) 9,471
Auditors remuneration 12,510 12,000
Internal audit fees 10,470 11,082
Bank charges & credit agency fees 168,915 179,424
Sundry expenses 3,483 413
Depreciation 12 24,244 23,106
Rowland Hill fund donation 25,000 25,000
IT improvements 112,498 101,978
Prize saver fund 9,123 -
Wellbeing hub - 8,885

4,275,829 4,829,898
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 SEPTEMBER 2021

Other income

Rental income

Grant income

Dormant account charges
Funding from FOCCU
Engage card commission

Dividends & loan interest rebates

ISA Interest paid and payable
Dividends payable
Loan interest rebate payable

Total Interest expense

ISA Interest rate
Dividend rate
Loan Interest rebate

2021 2020

£ £

12,607 11,623
15,500 20,000
9,588 11,008
61,794 50,688
335 134
99,824 93,453
2021 2020

£ £

152,801 211,167
1,164,425 1,259,503
96,746 145,206
1,413,972 1,615,876
1.50% 2.25%
1.50% 2.25%
1.50% 2.25%
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

7 Employees

The average monthly number of persons (including Executive Director) employed by the credit union
during the year was:

2021 2020
Number Number
28 25

Their aggregate remuneration comprised:
2021 2020
£ £
Wages and salaries 628,687 535,399
Social security costs 36,136 31,674
Pension costs 44,216 20,234
Benefits & welfare 12,845 8,345
721,884 595,652

8 Key management remuneration

2021 2020
£ £
Remuneration for qualifying services 101,436 98,644
Social security costs 11,565 11,210
Credit union pension contributions to defined contribution schemes 5,399 3,858
118,400 113,712

Key management remuneration is comprised of the Executive Director and the Chief Executive Officer.
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

10

Taxation
2021 2020
£ £
Current tax
UK corporation tax on surplus for the current period 68,046 64,335

The credit union is not liable to corporation tax payable on its activity of making loans to members as
this is not classified as a trade. However, corporation tax is payable on bank interest received and rental
income. As a result, the tax charge for the year differs from the standard rate of Corporation Tax. The
differences are explained below:

2021 2020
£ £
Surplus before taxation 3,553,878 2,953,141
Expected tax charge based on the standard rate of corporation tax in the
UK of 19.00% (2020: 19.00%) 675,237 561,097
Non-taxable surplus on transactions with members (607,191) (496,762)
Taxation charge for the year 68,046 64,335
Cash at bank and liquid deposits
2021 2020
£ £
Cash at bank and liquid deposits 71,207,019 45,538,269
Fixed term deposit accounts maturing in more than 3 months (39,350,864) (24,899,086)
Cash and cash equivalents 31,856,155 20,639,183
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

11

Loans to members

2021 2020

£ £

Amounts falling due within one year 2,876,548 3,183,543
Amounts falling due after more than one year 44,597,888 42,022,677

47,474,436 45,206,220

Loans to members

Gross loans due from members 49,039,720 46,839,218
Bad debt provision (1,565,284)  (1,632,998)
Net loans to members 47,474,436 45,206,220

The Credit Union continues to hold legal title to loans which have been fully provided against and not
included in the above balances of £6,308,707 (2020 - £4,806,040). Had these balances been included in
the above figures gross loans due from members would be reported as £55,348,427 (2020 -
£51,645,258 and the bad debt provision would be £7,873,992 (2020 - £6,439,037) with net loans to
members remaining at £47,474,436 (2020 - £45,206,220).

Security for loans

Commsave credit union does not offer mortgages and as a result all loans to members are unsecured,
although borrowers are restricted as to withdrawals of savings whilst loans remain outstanding.

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 repayments. Where
loans are not impaired it is expected that the amounts repayable will be received in full.
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 SEPTEMBER 2021

11

Loans to members

Credit risk exposure

Not impaired:

Neither past due or impaired

Up to 3 months past due

Between 3 and 6 months past due
Between 6 and 12 months past due
Over 12 months past due

Sub-total: loans not impaired
Individually impaired:

Not yet past due, but impaired

Up to 3 months past due

Between 3 and 6 months past due
Between 6 and 12 months past due
Over 12 months past due

Total loans

Impairment allowance

Total carrying value

(Continued)

2021 2021 2020 2020
Amount  Proportion Amount Proportion
£ % £ %
44,087,031 89.90% 41,576,033 88.76%
2,457,970 5.01% 2,488,625 5.31%
46,545,001 94.91% 44,064,658 94.08%
896,073 1.83% 1,162,776 2.48%
1,393,339 2.84% 1,548,223 3.31%
205,307 0.42% 63,561 0.14%
49,039,720 100.00% 46,839,218 100.00%
(1,565,284) (1,632,998)
47,474,436 45,206,220
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COMMSAVE CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

12 Tangible fixed assets

Freehold Fixtures, fittings Total
property & equipment
£ £ £
Cost
At 1 October 2020 490,123 118,891 609,014
Additions - 10,143 10,143
At 30 September 2021 490,123 129,034 619,157
Depreciation and impairment
At 1 October 2020 40,538 62,852 103,390
Depreciation charged in the year 9,803 14,441 24,244
At 30 September 2021 50,341 77,293 127,634
Carrying amount
At 30 September 2021 439,782 51,741 491,523
At 30 September 2020 449,585 56,039 505,624
13 Other debtors
2021 2020
£ £
Loans to other CU's 75,000 75,000
Prepayments 290,369 273,561
Accrued interest 305,971 320,063
671,340 668,624
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14

15

Bad debt provisions and write-offs

Provision brought forward

Allowance for losses made during the year
Allowances reversed during the year

Provision carried forward

Impairment losses recognised for year

Bad debts written off
Bad debts recovered
(Decrease)/Increase in allowances during the year

Total impairment losses recognised for the year

Other creditors

Corporation tax

Proposed dividend

Dormant accounts

Amounts due to Friends of Commsave Credit Union
Accruals and deferred income

2021 2020

£ £
1,632,998 1,455,910
- 177,088

(67,714) .
1,565,284 1,632,998
2021 2020

£ £
2,720,026 3,060,199
(525,533) (234,369)
(67,714) 177,088
2,126,779 3,002,918
2021 2020

£ £

66,610 66,918
1,339,918 1,514,220
359,633 381,951
27,144 19,440
62,598 39,518
1,855,903 2,022,047
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16

Financial risk management

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

The main financial risks arising from the activities of Commsave Credit Union 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 Commsave Credit Union, resulting in financial loss to the credit union. In order to manage
the risk the Board approves Commsave Credit Union's lending policy, and all changes to it. All loan
applications are assessed with reference to the lending policy in force at that time. Subsequently loans
are regularly reviewed for any fact that indicate that the likelihood of repayment has changed.

Liquidity risk: Commsave Credit Union's policy is to maintain sufficient funds in liquid forms at all times
to ensure that it can meet its liabilities as they fall due and the liquidity ratios as set by the applicable
regulators. The objective of Commsave Credit Union's liquidity policy is provide a degree of protection
against any unexpected developments that may arise and to smooth the mismatches between maturing
assets and liabilities.

Market risk: Market risk is generally comprised of interest rate risk, currency risk and other price risk.
Commsave Credit Union conducts all its transactions in Sterling and does not deal in derivatives or
commodity markets therefore is not exposed to any form of currency risk or other price risk however it is
exposed to interest rate risk as set out below:

Interest rate risk: The main interest rate risk for the credit union arises between the interest rate
exposure on loans, bank deposits and shares that form an integral part of a credit unions operations.
Commsave Credit Union considers rates of interest receivable when deciding on proposed dividend rates.
Dividend rates are based on the historical results of the credit union and the credit union's strategic
plans. The credit union does not use interest rate options to hedge its own positions.

2021 2020
Financial assets £ £
Gross loans to members 49,039,720 46,839,218
Average interest rate {(APR) 15.88% 16.14%
Financial liabilities
Member savings & Junior savers 100,691,853 74,745,929
Average dividend rate 1.50% 2.25%
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16

17

18

Financial risk management (Continued)
The interest rates applicable to loans to members are fixed and range from 6.17% to 27.1% (APR).

The interest payable on member savings is determined on the basis of income less administrative
expenses and any known future commitments and, as can be seen above, a consistent margin is
maintained between interest receivable and dividends payable. As a result, the result for the year is not
particularly sensitive to interest rate risk and no sensitivity analysis is presented.

Liquidity risk disclosures
Excluding short-term and other payables, as noted on the balance sheet, Commsave CreditUnion's
financial liabilities, the member savings, are repayable on demand.

Fair value of instruments
Commsave Credit Union does not hold any financial instruments at fair value.

Bereavement fund
2021 2020
£ £
Bereavement fund 600,353 526,412
Movements on provisions:
£
At 1 October 2020 526,412
Payments to fund 327,014
Payments from fund (253,073)
At 30 September 2021 600,353

Financial commitments, guarantees and contingent liabilities

The credit union participates in the Financial Services Compensation Scheme (FSCS) which provides
protection for its members up to the level of protection offered by the FSCS and therefore has a
contingent liability, which cannot be quantified, in respect of future contributions to the FSCS, as
required by the Financial Services and Markets Act 2000. The Financial Conduct Authority (FCA) had
provided details of how the calculation of next year’s contribution towards the FSCS will be calculated
however this is subject to future changes in interest rates and levels of deposits held by UK deposit
takers. Therefore, there is inherent uncertainty regarding the totality of the levy that the credit union
will have to pay.
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19

20

21

Operating lease commitments

At the reporting end date, the credit union had outstanding commitments for future minimum lease
payments under non-cancellable operating leases, which fall due as follows:

2021 2020

£ £

Within one year 23,768 23,768
Between two and five years 59,420 83,188
83,188 106,956

Events after the reporting date
There are no material events after the balance sheet date to disclose.
Related party transactions

All shares are held by members of the Credit Union. There is no controlling shareholder. Some of the
directors of the Credit Union and their related parties hold shares and loans in accordance with
provisions that apply to other members.

Donations of £2,500 and £3,000 for the Derek Jackson Memorial fund (2020 - £2,300) were paid to the
Credit Union Foundation, a charity with a common director.

Fees of £3,897 (2020 - £3,641) were paid to Chown Property Management, a company with a common
director.

Subscriptions & training fees of £36,589 (2020 - £33,636) were paid to the Association of British Credit
Unions Limited, a trade body with a common director.
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