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MiSSiON 

VALUES

A
t Provincial Credit Union, we are focused on you: your community, your future, your prosperity. We want to 
be a partner in your success. We’re committed to providing outstanding financial service and wise financial 
guidance that will enable you, our members, to reach your financial goals. We are a community-minded co-

operative that helps build through involvement, leadership, and monetary generosity in the community. We pride 
ourselves in our commitment to serving you, our members, and community as best as possible, and we believe that 
this annual report will be an indication of that commitment.

Honest  |  Passionate  |   Holistic  |  Spiritual   |  Evolutionary  |  Simplistic  |  Inclusive
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2014 AT A GLANCE

We launched all new Spending and Savings Accounts to 

better serve our members 

For the 10th consecutive year, we were honoured to be ranked 

#1 in Customer Service Excellence across the country*   

Our donations to Camp Gencheff reached 

$225,000

We placed among Progress  Magazine’s Top 101 

Companies  
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COREY TREMERE 
PRESiDENT

It 
is a sincere pleasure and honor to report on behalf of the board of directors 
of Provincial Credit Union, at the first annual meeting of Provincial Credit 
Union since the amalgamation of Metro and Stella Maris last fall.  And just 

like last year’s President’s Report there is news to share of another amalgamation. 
Montague Credit Union will become a part of Provincial Credit Union, January 1st, 
2015 as approved by both memberships in September. 

Your board continues to work diligently with the management team, and in 
order to remain progressive, we have worked with Atlantic Central to keep up 
with changes to regulations. We have also examined changes in the marketplace 
and adapted to those changes in order to become even more competitive.  

The organization continues to be a great example of what an excellent place to 
work looks like, including:  placing among Progress Magazine’s Top 101 companies,  
finalist for the Charlottetown Chamber of Commerce Workplace Excellence Award, 
and ranking as one of the Best Places to Work in Atlantic Canada for the last 4 years.   

I am pleased to share the news that the board has approved a share dividend rate 
of 1% which remains competitive in the market place. 

I would like to extend my gratitude to a number of people. Any success of the 
credit union would not be possible without the cooperation and hard work of 
a number of parties. I would like to thank the executive and fellow directors 
for their dedication and commitment to the success of our credit union. I 
would also like to thank our manager and staff for the high quality of service 
they provide to members. In addition, I also extend my gratitude to Atlantic 
Central for their cooperation and support. Of course, I must also thank the 
members that give us their continuous support and allow us to continue to grow.  

With assets now approaching $260 million, Provincial Credit Union is very well 
positioned for the future.

Respectfully submitted

PRESiDENT’S REPORT
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BOARD OF DiRECTORS

PiCTURED LEFT TO RiGHT: BRYON POEHLMAN | COREY TREMERE | DOUG BURRiDGE | GERARD WOOD | W
ENDELL DAW

SON  

JACiNTA DOiRON | ALAN HEARN JR | VERNON BUOTE | NORM FiNLAYSON | JASON DOUCETTE | FOCH MCNALLY         
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MANAGER’S REPORT

Your credit union has experienced significant change over the past 12 
months. Our new year began as Provincial Credit Union, resulting 

from the amalgamation of Stella Maris and Metro Credit Union.   With our increase 
in size, we are pleased to advise that Provincial Credit Union is now recognized 
as one of the 100 largest credit unions in the country…and we are the first credit 
union on Prince Edward Island to reach this milestone.  We are also pleased to 
announce the new Provincial Credit Union will be amalgamating with Montague 
Credit Union on January 1, 2015.  The memberships of both credit unions voted 
overwhelmingly in favour in September of this year.  

As a result of our expansion into new markets and additional staff, we are now 
engaged in an organizational transformation.  These changes, at well planned 
intervals, are an absolute must, to ensure a seamless transition for our staff, and 
minimize impact on individual members.  

Anyone employed in the financial services sector, can attest to how competitive 
our industry has become over the past few years.   The move towards a new 
Focused Advice Service model is one of the ways Provincial Credit Union will 
attract and retain members, to ensure continued growth and maintain a position 
of financial strength. Other objectives in the months ahead include:  increased 
emphasis on wealth management, small business, and the youth market. 

2014 marks impressive financial results for Provincial Credit Union and our highest 
ever net income, of $1.57 million.  Equity now stands at 9.23%, almost double the 
national benchmark standard of 5%.   As of September 30, 2014 assets are just 
under $260 million.  Unfortunately member deposits decreased by $1.5 million 
over the past 12 months, and loan growth has been flat.  However from a balance 
sheet perspective, these decreases are not all negative.  We still maintain an 
excellent liquidity position and our goal is to move this excess liquidity into loans 
to improve our loan/asset ratio, closer to the identified benchmark. 

In conjunction with our technology provider League Data, we have introduced 
two  new products over the last year, and both are designed to make banking 



Loans

Deposits 

Assets
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BERNARD GiLLiS
GENERAL MANAGER

more  convenient and accessible.  MemberDirect Small Business and a mobile app for iPhone users are the newest additions to our product lineup. 
Following closely will be a mobile app for Android  users, as well as Deposit Anywhere,  enabling members to deposit cheques using a mobile 
device.  

In fact, the contribution of our staff is key in making our credit union the success that it is, and I want to congratulate all of our employees for their 
time and hard work during the last year.  Their positive attitude has been instrumental in making Provincial Credit Union an exceptional place to 
work.  Another key component to our achievements is a strong board of directors.   Their willingness to volunteer their time and experience is 
essential, and we certainly benefit from the board’s leadership and support.   And of course, the reason we exist, our members…we  appreciate your 
patronage over the past 12 months.   I extend my sincere thanks to all. 

Sincerely, 



6

iNVOLVED iN OUR COMMUNiTY
Giving back to our members and to the community has always been of high importance to credit unions. We have a high standard for 

social responsibility, and each year we strive to serve our community even more. One of the most significant ways in which we 
give back to the community is through donations. Donations of just over $100,000 were made this year, and with these donations, we were able 
to help countless people and change many lives. Decisions for donations are made so that they can have the biggest impact on people in need 
and the community as a whole, so we are confident that we are living up to our social responsibility standards and creating the greatest positive 
impact possible. As a financial co-operative, we strive to help our members reach their financial goals, and 
with donations, we are able to help great community organizations reach their goals. 

E
ven though we are individually committed to community involvement and social 
responsibility, all the credit unions on Prince Edward Island also work together 
to sponsor larger events that affect all of P.E.I. One of the major events that PEI 

Credit Unions sponsor is the Canadian Cancer Society’s Relay For Life. This year, 
the PEI Credit Unions were again the Provincial Event Sponsor for the Relay 

For Life. In addition to the monetary funding, credit union employees 
volunteer their time and expertise to work bank nights in their local 

areas. Our staff also participated in the Relay for Life for the 
9th consecutive year as team members. We had great staff 

participation this year, with a large turnout to walk 
the track and stay the night. This year, Provincial 

Credit Union’s team was able to raise $6900, 
the most raised by any team at the Queens 

County Relay for Life.  

PROViNCiAL EVENT SPONSOR OF 
  THE RELAY FOR LiFE
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10% 
ARTS AND CULTURE

14% 
HEALTHCARE

9% 
HUMANiTARiAN

2% 
ENViRONMENT

15% 
EDUCATiON

50% 
PUBLiC BENEFiT

$138,000 
WAS iNVESTED iNTO 
OUR COMMUNiTY iN 

2014
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B
ernard Gillis (left) and Renee Williams of Provincial 
Credit Union, present a cheque for $35,000 to Camp 
Gencheff Chair  Tom Deblois.  This donation  brings the credit 

union’s total contribution  to $225,000.  

Located  on twenty-two scenic acres in Stratford at Bellevue Cove , Camp 
Gencheff is a recreational facility for children and young adults with special needs, 
and the only one of its kind on Prince Edward Island.  With its motto of Focus on Ability, 
the camp was established by Doctor Tudor Gencheff in 1961, and provides the opportunity 
for campers to participate and develop physically and emotionally, through a safe and fun 
camping experience.    

Provincial Credit Union first partnered with Camp Gencheff in 2005, with credit union staff raising well 
over half of the funds donated to the camp.  Fundraising activities by Provincial employees include dress 

down days, 50/50 draws, and the annual Golf for Gencheff in June of each year.  

As Camp Gencheff chair Tom Deblois readily admits, the monetary support is just part of the equation.   
“The continuing, generous support of Provincial Credit Union to Camp Gencheff is so much more than 

just the money they provide. The management and staff have volunteered their time for a number of 
years carrying out an annual spring cleaning of the facility. The camp is the benefactor of their annual 

charity golf tournament, and above all, we are constantly aware and comforted by their unwavering 
support and endorsement of our cause and programs.”

For more information about Camp Gencheff, including programs and sponsorships, call 
(902) 569-2669 or visit their website  www.campgencheff.com.  

PROViNCiAL CREDiT UNiON  
REACHES MiLESTONE WiTH 

CAMP GENCHEFF
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SUPPORTiNG  
OUR HOSPiTAL 

S
teve Dunne, left, QEH Foundation board member is presented with 
a $10,000 donation from Provincial Credit Union representatives, 
Shanna Doiron, center, manager of the Stella Maris Branch in North 

Rustico, and Bert Ronahan, right, Provincial Credit Union operations manager.  
 
This gift represents funds raised through Provincial Credit Union’s iCare program, a 
percentage of the transactions from the ATM located in the main lobby of the QEH, as well 
as a donation from Provincial Credit Union in celebration of the Foundation’s 30th anniversary. 
This gift will directly support the purchase of medical equipment for the new eye surgery suites, part 
of the surgical support services redevelopment at the QEH.

$10K
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T he Stella Maris Branch employees of Provincial Credit Union are long time supporters of the annual 

July 1st Parade in North Rustico.  A highlight of the year for many area residents, the Canada Day 

celebrations include the parade, along  with many other activities such as  an interfaith service, pie eating 

contest, bingo, various entertainment, and the annual fireworks along Rustico Bay at dusk.  

OUR STELLA MARiS STAFF SPONSOR  

JULY 1ST PARADE iN NORTH RUSTiCO
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P
rovincial Credit Union continues 
its Green Team initiatives with 
St. Jean Elementary School  in 

Charlottetown.  This  year students tied it into 
their art curriculum, depicting a clean environment 
with a stained glass effect on canvas.  

In addition to our work with elementary schools in the Charlottetown 
area…Provincial Credit Union also provides scholarships to both U.P.E.I. 
and Holland College to deserving students enrolled in Environmental Studies 

SUPPORTiNG  
OUR YOUTH

PiCTURED LEFT TO RiGHT: PATTi DUNN (PROViNCiAL CREDiT UNiON) | FATiMA SADAT | BRiA 

SHEPHERD |FARAH iBRAHiMMAALiM | TAYLOR HENNESSEY | TAMARA VALiQUETTE | TRACY 

ELLSWORTH (ST. JEAN PRiNCiPAL)       



12 FOCUSED ON OUR YOUTH 
M

aking a positive impact on our youth’s financial life is a challenge we have focused on for 2014 and will continue to work 
towards in the years to come.

REDEFiNED “YOUTH”

T
he starting point for our youth strategy was to redefine what we mean when we say Youth.  Typically in our industry, 
a youth is anyone under 18 years of age. Once they surpass 18 years of age and are no longer attending school, 
we consider them adults. If they are attending a post-secondary school, we place them in a sub-category 

of Youth called Students. The reality is, leaving the school system and entering the real world is where our 
members need the greatest support. They need to get a good head start on life to prosper down the road. 
This is why we have redefined our definition of Youth, and all the cost savings that goes along with it, 
to all members 25 or under, regardless of their status.

CREDiT UNiONS ARE NOW ON SOCiAL MEDiA

T
o better reach our young members, we have joined together with all Credit Unions on PEI and 
launched a single social media touch point in 2014. This makes connecting and staying up to date 
with your credit union more streamlined and easy for members, wherever and whenever they want.

I
n 2014, Credit Unions on PEI launched a uniform scholarship application 
process for all students looking to apply for a credit union scholarship. 
This ensured that all students are treated equally regardless of what school 

or credit union they belong to. The application process was also moved 
exclusively online to make it more accessible to students to apply from 
a computer or mobile device. In total, over 140 students applied 
for credit union scholarships across the Island, with 44 students 
sharing over $44,000 in scholarships to further their 

education.

NEW UNiVERSAL SCHOLARSHiP APPLiCATiON 
PROCESS
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W e are pleased to announce 5 Provincial Credit Union 

Scholarship Recipients for 2014. Each scholarship recipient 

received $1,500 towards furthering their education. In total, 

Provincial Credit Union distributed $7,500. We wish everyone the best 

of luck on their studies and future endeavors.

2014 SCHOLARSHiP RECiPiENTS

PiCTURED LEFT TO RiGHT: KAiLEY KOUGHAN | LOGAN DOYLE | MAGGiE FRANCiS | SYDNEY GALLANT

NOT PiCTURED: ANDREW
 CHAPMAN

$7.5K
iN SCHOLARSHiPS
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1,740LOCATIONS

159LOCATIONS

14LOCATIONS

$165.6BILLION

$4.9BILLION

$856MILLION

5.32MILLION

328THOUSAND

54THOUSAND

CREDIT UNIONS

POINTS OF SERVICE

MEMBERS

ASSETS

14
PROViNCiAL CREDiT UNiON

iN 2014  3
LOCATiONS

14K
MEMBERS

$259 
MiLLiON iN ASSETS

$232 
MiLLiON iN 
 DEPOSiTS

$186
MiLLiON iN 

 LOANS

FOR EVERY $1  
EARNED 
 IN 2014
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FOR EVERY $1  
EARNED 
 IN 2014

3.0% 
BACK TO MEMBERS

1.1% 
BACK TO THE 
COMMUNiTY

21.4% 
COST OF CAPiTAL

26.6% 
STAFF

13.0% 
REiNVESTED iNTO THE 

CREDiT UNiON

20.2% 
iNSURANCE AND FEES

7.6% 
LOCATiONS AND OFFiCES

4.2% 
TAXES

2.9% 
GENERAL EXPENSES



INDEPENDENT AUDITOR'S REPORT

To the Members of Provincial Credit Union Ltd.

Report on the Financial Statements

We have audited the accompanying financial statements of Provincial Credit Union Ltd., which comprise
the statement of financial position as at September 30, 2014 and the statements of changes in members'
equity, comprehensive income and cash flow for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We
conducted our audit in accordance with International Standards on Auditing.  Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion. 

(continues)

1
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Provincial Credit Union Ltd. as at September 30, 2014 and its financial performance and  its cash flow for
the year then ended in accordance with International Financial Reporting Standards.

The opening figures included on amalgamation for Stella Maris Credit Union Limited on the statement of
financial position were audited by another accounting firm.

MRSB CHARTERED ACCOUNTANTS

Charlottetown, PE 

November 3, 2014

2

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Provincial Credit Union Ltd. as at September 30, 2014 and its financial performance and  its cash flow for
the year then ended in accordance with International Financial Reporting Standards.

The opening figures included on amalgamation for Stella Maris Credit Union Limited on the statement of
financial position were audited by another accounting firm.

MRSB CHARTERED ACCOUNTANTS

Charlottetown, PE 

November 3, 2014
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PROVINCIAL CREDIT UNION LTD.

Statement of Financial Position

September 30, 2014

2014 2013

Assets
Cash and cash equivalents (Note 4) $ 9,187,690 $ 6,802,432
Investments (Note 5) 58,964,269 46,519,180
Accounts receivable (Note 6) 1,212,256 843,809
Income taxes recoverable - 193,200
Member loans and mortgages (Note 7) 186,399,861 146,866,016
Provision for impaired loans (Note 8) (686,330) (774,546)
Prepaid expense 126,978 84,725
Deferred tax asset (Note 10) 259,135 128,414
Property and equipment (Schedule 1) 2,565,446 2,088,134
Due from 7730543 Canada Inc. (Note 11) 1,691,023 -
Real estate held for resale 55,000 -

$259,775,328 $202,751,364

Liabilities
Accounts payable and accrued liabilities $ 262,065 $ 176,608
Employee benefits payable 963,814 697,561
Accrued interest payable 1,477,263 1,156,178
Income taxes payable 191,896 -
Member deposits (Note 12) 196,016,944 160,210,315
Share deposits 36,877,510 22,821,713

235,789,492 185,062,375

Contingent liabilities (Note 13)    

Commitments (Note 14)    

Members' equity
Members' shares  (Statement 4) 74,025 62,560
Undistributed earnings (Statement 4) 23,911,811 17,626,429

23,985,836 17,688,989

$259,775,328 $202,751,364

ON BEHALF OF THE BOARD

_____________________________ Director

_____________________________ Director

Notes 1 to 24 are an integral part of these financial statements
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PROVINCIAL CREDIT UNION LTD.

Statement of Changes in Members' Equity

Year Ended September 30, 2014

2014 2013

Members' shares (Note 15)
Balance - beginning of year $ 62,560 $ 64,560
Issuance (redemption) of members' shares, net 11,465 (2,000)

Balance - end of year 74,025 62,560

Undistributed earnings
Balance - beginning of year 17,626,429 16,613,628
Net comprehensive income (Statement 5) 1,574,994 1,012,801
Increase in undistributed earnings from amalgamation 4,710,388 -

Balance - end of year 23,911,811 17,626,429

Members' equity $ 23,985,836 $ 17,688,989

Notes 1 to 24 are an integral part of these financial statements

4

PROVINCIAL CREDIT UNION LTD.

Statement of Changes in Members' Equity

Year Ended September 30, 2014

2014 2013

Members' shares (Note 15)
Balance - beginning of year $ 62,560 $ 64,560
Issuance (redemption) of members' shares, net 11,465 (2,000)

Balance - end of year 74,025 62,560

Undistributed earnings
Balance - beginning of year 17,626,429 16,613,628
Net comprehensive income (Statement 5) 1,574,994 1,012,801
Increase in undistributed earnings from amalgamation 4,710,388 -

Balance - end of year 23,911,811 17,626,429

Members' equity $ 23,985,836 $ 17,688,989

Notes 1 to 24 are an integral part of these financial statements

4

19

FiN
ANCiA

L POSiTiO
N

MEMBERS’ E
QUiTY



PROVINCIAL CREDIT UNION LTD.

Statement of Comprehensive Income

Year Ended September 30, 2014

2014 2013

Income
Interest and investment $ 9,643,023 $ 7,675,890

Cost of capital and borrowings (Note 16) 2,958,247 2,488,680

Financial margin 6,684,776 5,187,210

Other  
Commissions 2,258,391 1,966,359
Miscellaneous 202,704 186,698

2,461,095 2,153,057

9,145,871 7,340,267

Expenses
Advertising and promotions 371,398 250,458
Amalgamation 67,068 1,541
Amortization of property and equipment 211,317 154,438
Automated teller machines 150,627 120,618
Credit Union development 19,091 14,396
Data processing 359,286 279,239
Democracy 42,299 47,953
Dues and memberships 4,357 4,423
Insurance 391,426 291,870
Miscellaneous 52,693 33,871
Office 294,106 210,367
Premises 262,450 189,646
Professional fees 46,700 30,983
Provision for (recovery of) impaired loans (135,897) 188,297
Service fees 1,639,600 1,445,173
Telephone 42,489 26,338
Travel 28,190 14,678
Wages and wage levies 3,214,475 2,655,362

7,061,675 5,959,651

Income before income taxes 2,084,196 1,380,616

Income taxes
Current (Note 17) 554,923 306,679
Future (45,721) 61,136

509,202 367,815

Net comprehensive income $ 1,574,994 $ 1,012,801

Notes 1 to 24 are an integral part of these financial statements
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PROVINCIAL CREDIT UNION LTD.

Statement of Cash Flow

Year Ended September 30, 2014

2014 2013

Cash flows from operating activities
Net comprehensive income $ 1,574,994 $ 1,012,801
Items not affecting cash:

Amortization of property and equipment 211,317 154,438
Deferred income taxes (45,721) 61,136
Increase in deferred income tax asset from amalgamation (85,000) -

1,655,590 1,228,375

Changes in non-cash working capital:  
Investments (12,445,089) (6,186,128)
Accounts receivable (368,447) 146,323
Prepaid expense (42,253) 1,325
Accounts payable and accrued liabilities 85,457 (7,451)
Employee benefits payable 266,253 (57,764)
Accrued interest payable 321,085 (46,565)
Income taxes payable 385,097 (164,628)

(11,797,897) (6,314,888)

(10,142,307) (5,086,513)

Cash flows from investing activities
Increase in member loans and mortgages, net of provision (39,622,061) (9,359,792)
Purchase of property and equipment (91,691) (63,885)
Increase in property and equipment from amalgamation (596,939) -
Increase in real estate held for resale (55,000) -

(40,365,691) (9,423,677)

Cash flows from financing activities
Increase in member deposits 35,806,629 7,846,992
Increase in share deposits and members' shares 14,067,262 3,459,610
Increase in undistributed earnings from amalgamation 4,710,388 -
Increase in advances to 7730543 Canada Inc. upon

amalgamation (1,691,023) -

52,893,256 11,306,602

Net change in cash and cash equivalents 2,385,258 (3,203,588)

Cash and cash equivalents - beginning of year 6,802,432 10,006,020

Cash and cash equivalents - end of year $ 9,187,690 $ 6,802,432

Cash flow supplementary information

Interest and dividends received $ 9,468,498 $ 7,333,392

Interest paid 2,350,648 2,283,449

Income taxes paid 532,262 471,307

Notes 1 to 24 are an integral part of these financial statements
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PROVINCIAL CREDIT UNION LTD.

Statement of Cash Flow

Year Ended September 30, 2014

2014 2013

Cash flows from operating activities
Net comprehensive income $ 1,574,994 $ 1,012,801
Items not affecting cash:

Amortization of property and equipment 211,317 154,438
Deferred income taxes (45,721) 61,136
Increase in deferred income tax asset from amalgamation (85,000) -

1,655,590 1,228,375

Changes in non-cash working capital:  
Investments (12,445,089) (6,186,128)
Accounts receivable (368,447) 146,323
Prepaid expense (42,253) 1,325
Accounts payable and accrued liabilities 85,457 (7,451)
Employee benefits payable 266,253 (57,764)
Accrued interest payable 321,085 (46,565)
Income taxes payable 385,097 (164,628)

(11,797,897) (6,314,888)

(10,142,307) (5,086,513)

Cash flows from investing activities
Increase in member loans and mortgages, net of provision (39,622,061) (9,359,792)
Purchase of property and equipment (91,691) (63,885)
Increase in property and equipment from amalgamation (596,939) -
Increase in real estate held for resale (55,000) -

(40,365,691) (9,423,677)

Cash flows from financing activities
Increase in member deposits 35,806,629 7,846,992
Increase in share deposits and members' shares 14,067,262 3,459,610
Increase in undistributed earnings from amalgamation 4,710,388 -
Increase in advances to 7730543 Canada Inc. upon

amalgamation (1,691,023) -

52,893,256 11,306,602

Net change in cash and cash equivalents 2,385,258 (3,203,588)

Cash and cash equivalents - beginning of year 6,802,432 10,006,020

Cash and cash equivalents - end of year $ 9,187,690 $ 6,802,432

Cash flow supplementary information

Interest and dividends received $ 9,468,498 $ 7,333,392

Interest paid 2,350,648 2,283,449

Income taxes paid 532,262 471,307

Notes 1 to 24 are an integral part of these financial statements
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

1. DESCRIPTION OF BUSINESS  

On October 1, 2013 Metro Credit Union Ltd. amalgamated with Stella Maris Credit Union Limited  to
form Provincial Credit Union Ltd.  It is incorporated under the Companies Act of Prince Edward Island
and is governed by the Prince Edward Island Credit Unions Act. Provincial Credit Union Ltd. is a
member-owned financial institution whose principal business activities include financial and banking
services for its members at is branches in Charlottetown, Stratford, and North Rustico, Prince
Edward Island.

These financial statements were authorized for issue by the Board of Directors on November 3,
2014.

2. BASIS OF PRESENTATION  

These financial statements have been prepared in accordance with and are in compliance with
International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB).  The principal accounting policies applied in the preparation of the financial
statements are set out in Note 3.  

These financial statements have been presented on the historical cost basis except for certain
financial instruments as indicated in Note 3.  These financial statements are presented in Canadian
dollars, which is the Credit Union's functional currency.

3. SIGNIFICANT ACCOUNTING POLICIES        

Cash and cash equivalents

Cash and cash equivalents is comprised of cash on hand and cash in financial institutions. 

Investments

Investments for which there are quoted prices in an active market are carried at fair value by the
Credit Union. Unrealized gains or losses are reported as part of net income. Investments for which
there is not an active market are carried at amortized cost, except when it is established that their
value is impaired. Impairment losses, or reversal of previously recognized impairment losses, are
reported as part of net income. 

Accounts receivable

Accounts receivable arise from miscellaneous rebates and accrued interest on loans and mortgages
and investments. An allowance for bad debts has been calculated through discussions with
management, assessment of the other circumstances influencing the collectibility of amounts, and
using historical loss experience.  Amounts deemed uncollectible are written off and deducted from
the carrying value of the receivable. Amounts subsequently recovered from accounts previously
written off are credited to the allowance account in the period of recovery.

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Loans and mortgages

Member loans and mortgages are initially measured at fair value, net of origination fees and inclusive
of transaction costs incurred.  Member loans and mortgages are subsequently measured at
amortized cost, using the effective interest rate method, less any impairment losses.

Member loans and mortgages are reported at their recoverable amount representing the aggregate
amount of principal, less any allowance or provision for impaired loans plus accrued interest.  Interest
is accounted for on the accrual basis for all loans and mortgages. 

Impairment

Loans and mortgages are considered impaired when there has been deterioration in credit quality.  In
determining whether an impairment loss should be recorded in the statement of comprehensive
income, the Credit Union makes judgments as to whether there is any observable data indicating an
impairment followed by a measurable decrease in the estimated future cash flows from a loan or
mortgage.  Deterioration of estimated future cash flows is determined considering the financial
condition of the borrower, payment history, and security pledged.

The Credit Union first assesses whether objective evidence of impairment exists individually for
member loans and mortgages.  If it is determined that no objective evidence of impairment exists for
individual assets, the asset is included in a group of financial assets with similar credit characteristics
and that group is assessed collectively for impairment.  Assets that are individually assessed for
impairment are not included in the collective assessment.  The expected cash flows for a group of
financial assets with similar credit risk characteristics are estimated based on historical loss
experience, future estimates based on current events, and objective evidence of impairment similar
to those in the portfolio.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recorded
impairment loss is reversed.  Any subsequent reversal of impairment loss is recognized in net
income.

Member loans and mortgages considered uncollectible are written off.

Interest on an impaired loan or mortgage continues to be recognized in earnings on an accrual basis
and is provided for in the provision from impaired loans. At September 30, 2014, interest accrued on
impaired loans and mortgages totals $Nil (2013 - $449).

Non-financial assets are assessed for impairment at least annually and, where impairment exists, the
carrying value is reduced to the recoverable amount. 

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred income taxes

Income tax expense comprises current and deferred tax.

Current income taxes are recognized for the estimated income taxes payable or receivable on
taxable income or loss for the current year and any adjustment to income taxes payable in respect of
previous years.  Current income taxes are measured at the amount expected to be recovered from or
paid to the taxation authorities.  This amount is determined using tax rates and tax laws that have
been enacted or substantively enacted by the year end date.

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability
differs from its tax base, except for taxable temporary differences arising on the initial recognition of
goodwill and temporary differences arising on the initial recognition of an asset or liability in a
transaction  and at the time of the transaction affects neither accounting or taxable profit or loss.

Recognition of deferred tax assets for unused tax losses, tax credits, and deductible temporary
differences is restricted to those instances where it is probable that future taxable profit will be
available which allows the deferred tax asset to be utilized.  Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realized.

The amount of the deferred tax asset or liability is measured at the amount expected to be recovered
from or paid to the taxation authorities.  This amount is determined using tax rates and tax laws that
have been enacted or substantively enacted by the year end date and are expected to apply when
the liabilities/assets are settled/recovered.

Property and equipment       

Property and equipment is stated at cost less accumulated amortization. Property and equipment is
amortized over its estimated useful life at the following rates:

Buildings 5% straight-line method
Buildings 5% declining balance method
Equipment 20% declining balance method
ATMs 20% straight-line method
Computer hardware 30%, 45%, and 55% declining balance method
Pavement 8% declining balance method
Computer software 100% declining balance method

One-half of the annual rate is recorded in the year of acquisition; no amortization is recorded in the
year of disposal.

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Finance charges

The Credit Union periodically purchases mortgages from Concentra Financial and League Savings
and Mortgage. Generally a premium is paid for the mortgages purchased, calculated by reference to
the interest rate inherent in the mortgages and the rate of interest in effect at the time of purchase.
The premium paid is amortized using the straight-line method over the life of the mortgage purchase
plan and is netted to the applicable mortgage asset. 

Fees related to the purchase of Index-Linked RRSP units are amortized using the straight-line
method over the term of the investment and are netted against the cost of the liability. 

Employee future benefits

The Credit Union records annually the estimated liabilities for pension and other benefit obligations,
which are payable to its employees in subsequent years under the Credit Union's policy.

The Credit Union provides post employment benefits through a defined contribution plan.  Pension
expenses for the defined contribution pension plan include the required employer contributions.
Contributions to the plan are recognized as an expense in the period that the relevant employee
services are rendered.  During the year, the contributions by the Credit Union to the defined
contribution pension plan were $175,049 (2013 - $159,027).

Liabilities are recorded for employee benefits including salaries and wages, deductions at source,
paid annual or sick leave, and bonuses that are expected to be settled within 12 months of the
financial statement date.  These represent present obligations resulting from employees' services
provided to the financial statement date and are calculated at the undiscounted amounts based on
the remuneration rate that the Credit Union expects to pay at the financial statement date.  The
expected cost bonus payments is recognized as a liability when the Credit Union has a present legal
or constructive obligation to pay as a result of past events and the obligation can be estimated
reliably.

Benefits such as medical care are non-vesting and are expensed by the Credit Union as the benefits
are taken by the employees.

Severance benefits are recognized as an expense when the Credit Union is committed, without
realistic opportunity for withdrawal, to a formal detailed plan to provide severance benefits under
certain circumstances.  If material benefits are payable more than 12 months after the reporting
period, they are discounted to their present value.

Member deposits

Deposits are measured at fair value on recognition, net of transaction costs directly attributable to
issuance. Subsequent measurement is at amortized cost using the effective interest method.
Chequing accounts, call deposits, and term deposits are on a call basis and earn interest at various
rates.

Share deposits pay a dividend return at the discretion of the Board of Directors. Privileges of the
shares are under the authority of the Board of Directors. The dividend rate declared and paid for
2014 was 1.0% (2013 - 1.5%), and was based on the average of the lowest monthly share balances.

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Share deposits

The Credit Union has authorized an unlimited number of voting equity shares, with a value of $5 per
share. The shares are non-transferable, redeemable by the Credit Union, retractable by members
subject to the Credit Union's right to suspend redemption, if the redemption would impair the financial
stability of the Credit Union, for a period of up to twelve months by Board resolution and indefinitely by
Board resolution with the approval of the Credit Union Deposit Corporation.

Revenue and expense recognition

Revenues are recognized to the extent that it is probable that the economic benefits will flow to the
Credit Union and the revenue can readily be measured. The principal sources of revenue are interest
and fee income. Interest on loans and mortgages is recognized and reported on an accrual basis
using the effective interest method.  Dividend income is recognized when the shareholder right to
receive payment is established.  

Operating expenses are recognized upon the utilization of the services or at the date of their origin.
Expenses incurred directly in the origination of loans and mortgages are deferred and recognized in
the statement of comprehensive income, as a reduction to income over the expected life of the
relevant loans and mortgages.

Foreign currency translation

Accounts in foreign currencies have been translated into Canadian dollars using the temporal
method. Under this method, monetary assets and liabilities have been translated at the year end
exchange rate. Non-monetary assets have been translated at the rate of exchange prevailing at the
date of transaction. Revenues and expenses have been translated at the average rates of exchange
during the year, except for amortization, which has been translated at the same rate as the related
assets. 

Foreign exchange gains and losses on monetary assets and liabilities are included in the
determination of net income. 

Measurement uncertainty

The preparation of financial statements in compliance with IFRS requires management to make
certain critical accounting estimates.  It also requires management to exercise judgment in applying
the Credit Union's accounting policies.  The estimates and underlying assumptions are continually
reviewed on an ongoing basis based on historical experience, best knowledge of current events and
conditions, and other factors that are believed to be reasonable under the circumstances, including
expectations of future events.  The resulting accounting estimates will, by definition, seldom equal the
related actual results, and actual results may ultimately differ from these estimates.

Revisions to accounting estimates are recorded in the period in which the estimate is reversed if the
revision affects only that period or in the period of revision and in future periods if the revision affects
both the current and future periods.

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement uncertainty (continued)

The areas involving a high degree of judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements include the provision for impaired loans,
measurement of employee benefits, and the estimates of useful lives for depreciation of property and
equipment.

Financial instruments

The Credit Union classifies its financial assets and financial liabilities according to their
characteristics and management's intentions related thereto for the purposes of ongoing
measurements. Financial assets and liabilities are initially recognized at fair value regardless of
classification choice and are subsequently accounted for based on their classification as described
below. 

Financial assets must be classified as fair value through profit or loss (FVTPL), available for sale
(AFS), held-to-maturity (HTM), or loans and receivables (L&R). Financial liabilities are required to be
classified as FVTPL or other financial liabilities (OFL). All financial instruments, including all
derivatives, are measured at fair value on the statement of financial position with the exception of
loans and receivables, held-to-maturity investments and other financial liabilities which are measured
at amortized cost. 

A financial asset is derecognized when the contractual rights to the cash flows from the asset have
expired, or the Credit Union transfers the contractual rights to receive the cash flows from the asset,
or has assumed an obligation to pay those cash flows to a third party and the Credit Union has
transferred all of the risks and rewards of ownership of that asset to a third party.  A financial liability
is derecognized when the obligation under the liability is discharged or cancelled or expires.

Changes in fair value of financial assets and financial liabilities classified as FVTPL are reported in
net income, while the changes in value of available for sale financial assets are reported within other
comprehensive income (OCI) until the financial asset is disposed of, or becomes impaired. 

Accumulated OCI is reported on the statement of financial position as a separate component of
Members' equity. It includes, on a net of taxes basis, the net unrealized gains and losses on available
for sale financial assets.  The Credit Union has classified its equity investments as AFS; however,
because there is no active market for these investments and their fair value cannot be estimated
reliably, the Credit Union has not recorded any other comprehensive income as a result of these. 

The Credit Union has classified its financial instruments as follows:

  FVTPL Cash and cash equivalents

  AFS Investments - shares

  HTM Investments - debentures

  L&R Accounts receivable, member loans and mortgages and amount due from
7730543 Canada Inc.

  OFL Accounts payable and accrued liabilities, employee benefits payable, accrued
interest payable, member deposits and share deposits

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

The Credit Union utilizes settlement date accounting for all purchases and sales of financial assets in
its investment portfolio. Transactions costs other than those related to financial instruments classified
as fair value through profit or loss, which are expensed as incurred, are added to the fair value of the
financial asset or liability on initial recognition and amortized using the effective interest method.

Changes in accounting standards

Effective October 1, 2013 the Credit Union adopted IFRS 13 - Fair Value Measurement. This
standard replaces the guidance on fair value measurement in existing IFRS accounting literature with
a single standard. The standard establishes a framework for measuring fair value, including a revised
definition of fair value, and sets out disclosure requirements for fair value measurements.  The Credit
Union has concluded that there were no significant changes in the fair value measurement of
financial instruments required on adoption of this new standard. In addition, adoption of this new
standard did not result in any changes in the carrying amount of assets or liabilities as previously
reported. 

A number of new standards, and amendments to standards and interpretations, are not yet effective
for the year ended September 30, 2014 and have not been adopted by the Credit Union in preparing
these financial statements. Other than the introduction of IFRS 9, these changes are not expected to
have a material impact on the financial statements. 

IFRS 9 - Financial Instruments

In 2009 and 2010, the IASB issued IFRS 9 Financial Instruments which contains new requirements
for accounting for financial assets and liabilities, and will contain new requirements for impairment
and hedge accounting, replacing the corresponding requirements in IAS 39. It will lead to significant
changes in the way the Credit Union accounts for financial instruments. The key changes issued and
proposed relate to:

 Financial assets - financial assets will be held at either fair value or amortized cost, except for
equity investments not held for trading and certain eligible debt instruments, which may be held
at fair value through other comprehensive income;

 Financial liabilities - gains and losses on fair value changes arising on non-derivative financial
liabilities designated at fair value through profit or loss will be taken to other comprehensive
income;

 Impairment - credit losses expected (rather than only losses incurred in the year) on loans,
debt securities and loan commitments not held at fair value through profit or loss will be
reflected in impairment allowances; and 

 Hedge accounting - hedge accounting will be more closely aligned with financial risk
management.

In 2014, the IASB tentatively decided that the mandatory effective date of IFRS 9 will be for annual
periods beginning on or after January 1, 2018. The impact of IFRS 9 on the Credit Union has not yet
been determined. 

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in accounting standards (continued)

Other standards and amendments have been issued but are not yet effective and are not expected to
have a material impact. They include: 

IAS 32 - Financial Instruments: Presentation clarifies requirements for offsetting financial assets and
financial liabilities. Presentation has been issued and is effective for annual periods beginning on or
after January 1, 2014, with early adoption permitted. Amendments to this standard are not expected
to have a material impact on the Credit Union.   

4. CASH AND CASH EQUIVALENTS              

2014 2013

Cash in financial institutions $ 7,590,332 $ 5,427,785
Cash on hand 1,597,358 1,374,647

$ 9,187,690 $ 6,802,432

5. INVESTMENTS        
2014 2013

Shares
Atlantic Central Credit Union Limited - common shares $ 2,495,240 $ 1,916,340
Atlantic Central Credit Union Limited - Class B preferred

shares 719,900 567,900
League Savings and Mortgage subordinate debt 230,000 230,000
League Savings and Mortgage - Class A preference shares 135,632 56,383
League Data Limited - 7,439 Class B preferred shares 74,390 53,710
Atlantic Central Credit Union Limited - Class PEI shares 2,000 1,200
7730543 Canada Inc. - 2,000 Class A common shares and

1,510 Class B common shares 35 12
Concentra shares 10 10
Co-op shares 1,100 -

3,658,307 2,825,555

Debentures
Atlantic Central Credit Union Limited liquidity - 1.00% 15,389,008 11,943,625
Atlantic Central Credit Union Limited - 1.70%; matures May

7, 2015 4,068,000 4,000,000
Atlantic Central Credit Union Limited - 1.50%; matures

August 6, 2015 3,000,000 5,000,000
Atlantic Central Credit Union Limited - 1.70%; matures

February 12, 2015 2,542,500 2,500,000
Concentra Financial - 2.14%; matures October 9, 2014 2,500,000 2,500,000
Concentra Series 1 Debenture - 5.823%; matures August

15, 2021 250,000 250,000

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

5. INVESTMENTS (continued)
2014 2013

Atlantic Central Credit Union Limited - 1.18%; matures
October 8, 2014 10,000,000 -

Concentra Financial - 1.90%; matures July 8, 2015 5,000,000 -
Atlantic Central Credit Union LImited - 1.50%; matures

November 19, 2014 3,500,000 -
League Savings and Mortgage - 1.61%; matures March 31,

2015 3,500,000 -
Atlantic Central Credit Union Limited - 1.50%; matures

December 22, 2014 2,500,000 -
Concentra Financial - 2.00%; matures September 8, 2015 2,000,000 -
League Savings and Mortgage - 1.18%; matures October 3,

2014 1,056,454 -
Concentra Financial - 1.78%; matured October 9, 2013 - 5,000,000
Concentra Financial - 1.61%; matured November 12, 2013 - 5,000,000
Concentra Financial - 1.36%; matured July 7, 2014 - 4,000,000
Concentra Financial - 1.24%; matured April 17, 2014 - 3,500,000

55,305,962 43,693,625

$ 58,964,269 $ 46,519,180

Liquidity deposits are investments placed with Atlantic Central Credit Union Limited to provide
protection against cash flow demands.  National standards have been established requiring 6% of
Provincial Credit Union Ltd. assets to be held on deposit.

6. ACCOUNTS RECEIVABLE          

2014 2013

Other receivables $ 601,701 $ 373,008
Accrued interest - loans and mortgages 405,207 230,962
Accrued interest - investments 205,348 239,839

$ 1,212,256 $ 843,809
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

7. MEMBER LOANS AND MORTGAGES        
Total Specific Net

2014 loans allowance loans

Mortgages $ 68,104,967 $ (100,000) $ 68,004,967
Commercial 53,669,832 (342,506) 53,327,326
Indirect auto 25,887,708 (210,000) 25,677,708
Lines of credit and overdrafts 12,755,693 - 12,755,693
Personal 8,809,186 (33,824) 8,775,362
Farming and fishing 4,509,850 - 4,509,850
League Savings & Mortgage high ratio mortgages 4,307,116 - 4,307,116
Concentra Mortgage syndication 8,355,509 - 8,355,509

$186,399,861 $ (686,330) $185,713,531

Total Specific Net
2013 loans allowance loans

Mortgages $ 40,521,115 $ (80,000) $ 40,441,115
Commercial 44,543,669 (399,617) 44,144,052
Indirect auto 31,891,802 (284,425) 31,607,377
Lines of credit and overdrafts 11,383,080 - 11,383,080
Personal 6,665,981 (10,504) 6,655,477
Farming and fishing 696,510 - 696,510
League Savings & Mortgage high ratio mortgages 2,604,685 - 2,604,685
Concentra Mortgage syndication 8,559,174 - 8,559,174

$146,866,016 $ (774,546) $146,091,470

8. PROVISION FOR IMPAIRED LOANS            

2014 2013

Provision for impaired loans - beginning of year $ 774,546 $ 595,795

Provision for (recovery of) impaired loans - current year (135,897) 188,297
Transfer upon amalgamation 272,015 -
Recovery of loans written off 62,107 305,327
Loans written off - current year (286,441) (314,873)

Provision for impaired loans - end of year $ 686,330 $ 774,546

Members' loans can have either variable or fixed rate of interest. The rates offered to members are
determined by the type of security offered, the member's credit worthiness, competition from other
lenders, and the current prime rate.
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

9. LOANS IN ARREARS        

The following is an analysis of loans in arrears based on the age of repayments outstanding:

2014 2013

31 to 60 days $ 154,669 $ 161,912
61  to 90 days 2,618 417,210
91 to 180 days 409,590 48,969
Over 180 days 42,443 -

$ 609,320 $ 628,091

10. DEFERRED TAX ASSET          

Deferred income taxes reflects the tax consequences of 'temporary differences' between the
statement of financial position carrying amounts and the tax bases of assets and liabilities.  These
deferred income taxes are calculated using the income tax rates and tax laws that are expected to
apply when these temporary differences are reflected in taxable income.

Temporary differences which give rise to deferred income tax assets are as follows:

2014 2013

Property and equipment $ 116,967 $ 63,724
Retirement allowance 142,168 64,690

$ 259,135 $ 128,414

11. DUE FROM 7730543 CANADA INC.    

Provincial Credit Union Ltd. owns Class A and B common shares of 7730543 Canada Inc.  The
amount due from 7730543 Canada Inc. bears interest at 1% and there are no set terms of
repayment.  Interest earned on the investment during the year was $22,991.

12. MEMBER DEPOSITS          

2014 2013

Term deposits $ 55,792,349 $ 49,579,226
Chequing accounts 46,097,066 36,053,295
Registered Retirement Savings Plan (RRSP) deposits 44,424,334 35,167,086
Call deposits 22,590,527 19,363,045
Tax Free Savings Account (TFSA) deposits 15,258,104 11,498,302
Registered Retirement Income Fund (RRIF) deposits 11,854,564 8,549,361

$196,016,944 $160,210,315
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

13. CONTINGENT LIABILITIES  

Provincial Credit Union Ltd. has provided letters of credit on behalf of members in the amount of
$166,494.  

14. COMMITMENTS  

The Credit Union has entered into a lease agreement for the lease of a postage machine. Future
minimum lease payments as at September 30, 2014, are as follows:

2015 $ 4,773
2016 3,580

15. MEMBERS' SHARES      

Number of
shares 2014

Number of
shares 2013

Balance - beginning of year 12,512 $ 62,560 12,912 $ 64,560
Shares issued (redeemed), net 2,293 11,465 (400) (2,000)

Balance - end of year 14,805 $ 74,025 12,512 $ 62,560

16. COST OF CAPITAL AND BORROWINGS          

2014 2013

Interest and service charges $ 2,594,490 $ 2,202,214
Share dividends 363,757 286,466

$ 2,958,247 $ 2,488,680
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

17. INCOME TAXES    

The income tax provision recorded differs from the income tax obtained by applying the statutory
income tax rate of 31.00% (2013 - 30.88%) to the income for the year and is reconciled as follows:

2014 2013

Income before income taxes $ 2,084,196 $ 1,380,616

Income tax expense at the combined basic federal and
provincial tax rate: $ 646,101 $ 426,334

Increase (decrease) resulting from:
Small business deduction and Credit Union deduction - (93,480)
Capital cost allowance claimed in excess of amortization 7,686 8
Dividends (32,767) -
Non-deductible expenses (57,061) (30,222)
Adjustment to previous year (9,036) 4,039
Tax reserves 111,672 (55,198)
Provision for loan loss reserve (42,128) 58,146
Recovery of loans previously written off 19,253 94,285
Loans written off in the current year (88,797) (97,233)

Effective tax expense $ 554,923 $ 306,679

The effective income tax rate is 26.63% (2013 - 22.21%).

18. LINE OF CREDIT AVAILABILITY    

Provincial Credit Union Ltd. has an approved line of credit with Atlantic Central Credit Union Limited
for $6,100,000 which is due for renewal on December 1, 2014 and was not utilized at the year end.
The line of credit bears an interest rate of 3% and is secured by a general security agreement. 

19. RELATED PARTY TRANSACTIONS          

Provincial Credit Union Ltd. provides financial services to members.  These members hold the loans,
deposits and share deposits and therefore the interest income and interest expense are transacted in
the ordinary course of business with these members.

As at year end, some members of the Board of Directors, management, and employees had loans
and mortgages from Provincial Credit Union Ltd.  These loans and mortgages were in the normal
course of operations with interest rates at the regular rates offered to all members of the Credit
Union.  Interest rates on deposits and dividends on shares were at identical rates offered to all Credit
Union members.  

(continues)
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PROVINCIAL CREDIT UNION LTD.

Notes to Financial Statements

Year Ended September 30, 2014

19. RELATED PARTY TRANSACTIONS (continued)

Key management personnel include the General Manager and other senior officers of the Credit
Union. The components of total compensation received by key management personnel and balances
due to and from key management personnel including only non-joint accounts are as follows: 

2014 2013

Short-term employee benefits $ 734,987 $ 823,318
Contributions to a retirement pension plan 39,562 41,080
Mortgages, loan balances, and lines of credit due from key

management at September 30 133,389 18,486
Deposit balances due to key management at September 30 202,734 521,870

Short-term employee benefits include salaries, variable compensation, and other benefits. The
mortgage and deposit transactions were made in the ordinary course of business and on
substantially the same terms, including interest rates and security, as for comparable transactions
with persons of a similar standing or, where applicable, with other employees. The transactions did
not involve more than the normal risk of repayment or present other unfavourable features. 

During the year, the Credit Union received interest and dividends in the amount of $22,991 and
$105,700 respectively from 7730543 Canada Inc. These transactions are in the normal course of
operations and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.

20. RISK MANAGEMENT    

The Credit Union manages significant risks through a comprehensive infrastructure of policies,
procedures, methods, oversight, and independent review designed to reduce the significant risks and
to manage those risks within an appropriate threshold.  The Board of Directors is provided with
timely, relevant, accurate, and complete reports on the management of significant risks.  Significant
risks managed by the Credit Union include credit, liquidity, currency, and interest rate risks.

Credit risk

Credit risk is the risk that a member will fail to meet their obligation to the Credit Union.  Providing
credit facilities to qualified members is one of the Credit Union’s primary sources of earnings and is
the area where the Credit Union is exposed to the most significant risk.  Approval of these facilities is
based on the member’s ability to repay principal and interest over the term of the facility, which is
determined by following Board approved policies and procedures, which includes assessing the
member’s credit history, character, collateral, and debt servicing capacity.  In addition, the Credit
Union provides to its employees comprehensive training to ensure compliance with Credit Union
lending policies and procedures.  Also, formal policies governing approval of credit facilities including
acceptable risk assessment and security requirements are in place.

Overdue loan accounts, or lending delinquency, is closely monitored and frequently reported to senior
management to ensure all allowances for potential loan losses are adequately provided for and
written-off when collection efforts have been exhausted.  Credit risk is mitigated primarily by the
nature and quality of the underlying security as described by approved lending agreements.

(continues)
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20. RISK MANAGEMENT (continued)

Credit risk (continued)

The Credit Union’s loan portfolio is focused in two main areas:  consumer loans and mortgages and
commercial loans and mortgages, the latter of which are to mainly small and mid-sized companies.
A syndication process is available with other Credit Unions for larger commercial loans, when
considered necessary, to appropriately mitigate the Credit Union’s credit risk.  Consumer mortgages
are made available on a conventional basis up to 80% of the lesser of cost or appraised value of
single family housing, up to 75% on other residential properties, up to 65% of the lesser of cost or
appraised value on commercial properties having general purpose usage, and up to 50% of the
lesser of cost or appraised value on commercial properties designed for specific use.  Other credit
facilities provided include personal overdrafts that have no recourse to the Credit Union.

The Credit Union maintains both specific and collective allowances for credit losses.  Specific
allowances are established on an account by account basis using management’s knowledge of the
account and prevailing conditions.  In addition, accounts delinquent greater than ninety days are
included in the specific allowance.  Collective allowances are maintained to cover any impairment in
the loan portfolio that cannot yet be associated with specific loans and includes factors such as
market conditions, concentration of credit risk for member accounts, and the general state of the
economy.  Senior management regularly monitors credit risk and reports to the Board of Directors on
a monthly basis.

The Credit Union's maximum exposure to credit risk at the reporting date in relation to each class of
recognized financial asset is the carrying amount of those assets indicated in the statement of
financial position.  The maximum credit exposure does not take into account the value of any
collateral or other security held, in the event parties fail to perform their obligations.  The principal
collateral and other credit enhancements held as security for loans include a) insurance and
mortgages over properties, b) recourse to sell assets such as real estate, equipment, inventory, and
accounts receivable and c) recourse to liquid assets, guarantees, and securities. 

Cash and equivalents and investments have low credit risk exposure as these assets are high quality
investments with low risk counterparties.  For the loan portfolio, the Credit Union reviews the
member's capacity to repay the loan rather than relying exclusively on collateral.

Liquidity risk

Liquidity risk is the risk of being unable to meet financial commitments without having to raise funds
at unreasonable prices or sell assets on a forced basis.  The Credit Union has established policies to
ensure the Credit Union is able to generate sufficient funds to meet all of its financial commitments in
a timely and cost effective manner.  The Credit Union's liquidity management practices include
ensuring the quality of investment acquired for liquidity purposes meet very high standards, matching
maturities of assets and liabilities and monitoring cash flow on a regular basis.  Management
monitors the Credit Union's liquidity position and reports to the Board on a regular basis.

The Credit Union is required to maintain 6% of prior quarter's assets in liquid investments in which
100% must be held by Atlantic Central Credit Union Limited and the Credit Union was in compliance
with this requirement at year end.  Cash flows payable under financial liabilities by remaining
contractual maturities are disclosed in Schedule 2.  The Credit Union expects that many members
will not request repayment on the earliest date the Credit Union could be required to pay. 

(continues)
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20. RISK MANAGEMENT (continued)

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates.  The Credit Union is exposed to currency risk through its cash accounts and
member deposits.  The Credit Union maintains deposits in foreign currencies to service its member
accounts.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate materially due to
changes in market interest rates.  The Credit Union is exposed to interest rate risk through its loans
and mortgages,  providing lending services to its members for a rate based on the Bank of Canada
base rate plus a risk premium determined at the loan inception.  The Credit Union manages and
controls interest rate risk primarily by managing asset and liability maturities.  Interest rate risk is
measured on a quarterly basis and the results are reported to the Board of Directors.

21. FAIR VALUE OF FINANCIAL INSTRUMENTS  

Provincial Credit Union Ltd. has evaluated the fair value of its financial instruments based on the
current interest rate environment, market values, and the actual prices of financial instruments with
similar terms. Fair value represents the amount at which a financial instrument could be exchanged
in an arm's length transaction between willing parties under no compulsion to act and is best
evidenced by a quoted market price, if one exists.  Quoted market prices are not available for a
significant portion of the Credit Union's financial instruments. 

A three-tier hierarchy is used as a framework for disclosing fair values based on inputs used to value
the Credit Union's financial instruments recorded at fair value.  Valuation methods used in this
framework are categorized under the following fair value hierarchy:

Level 1 - Quoted prices for active markets for identical financial instruments that the entity can
assess at the measurement date.

Level 2 - Quoted prices for similar instruments in active markets; quoted prices for identical or
similar financial instruments in markets that are not active; and model-derived valuations in which
all significant inputs are observable in active markets.

Level 3 - Valuations derived from valuation techniques in which one or more significant inputs are
not based on observable market data.

The carrying value of cash and cash equivalents approximates their fair value as they are short-term
in nature or are receivable on demand.

Long term investments in shares in the Credit Union System and others have been classified as
available for sale and are required to be measured at fair value with any changes in fair value
recorded in other comprehensive income. The Credit Union has determined the fair value of these
investments cannot be measured reliably and therefore measures these investments at cost with no
adjustment to other comprehensive income. The Credit Union's investments in system debentures
have been classified as held-to-maturity and are required to be measured at amortized cost.

(continues)
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21. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The differences between the book and fair values of the Credit Union's loans and deposits are
primarily due to changes in interest rates.  The carrying value of the Credit Union's financial
instruments are not adjusted to reflect increases or decreases in fair value as a result of interest rate
changes, as it is the Credit Union's intention to realize their value over time by holding them to
maturity.

22. CAPITAL MANAGEMENT        

Provincial Credit Union Ltd. provides lending services to its members in the form of loans, lines of
credit, and mortgages.  The Credit Union's objective in the lending process is to remain within the
lending guidelines set for the institution and to provide an adequate return to its members through
adjusting risk premiums with the level of assessed risk on an individual basis.  These services are
provided to members at the discretion of the General Manager and lending personnel within the
established parameters. Total lending activities managed by the Credit Union during the 2014 fiscal
year amounted to $186,399,861. 

Consistent with other Prince Edward Island Credit Unions, Provincial Credit Union Ltd. is required by
the Credit Union Deposit Insurance Corporation to maintain an equity level of 5% of the Credit
Union's total assets.  This ratio is calculated by adding the undistributed earnings at the end of the
previous year plus the operating surplus in the current year and members' shares, divided by the total
assets of the Credit Union.

2014 2013

Undistributed earnings $ 23,911,811 $ 17,626,429
Members' shares 74,025 62,560

Total regulatory equity 23,985,836 17,688,989
Total assets 259,775,328 202,751,364

9.23 % 8.72 %

Credit Union bylaws require Provincial Credit Union Ltd. to maintain sufficient liquid assets and a line
of credit to meet its normal cash flow requirements.  Overall, a minimum liquid asset level of 10% of
total assets must be maintained to ensure ongoing cash flow requirements are met.

2014 2013

Total assets $259,775,328 $202,751,364
Liquid assets 69,364,215 54,165,421

26.70 % 26.72 %

23. SUBSEQUENT EVENT  

On January 1, 2015, Provincial Credit Union Ltd. will amalgamate with Montague Credit Union
Limited. The Credit Union will continue to operate under the name Provincial Credit Union Ltd.
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24. COMPARATIVE FIGURES    

Some of the comparative figures have been reclassified to conform to the current year's presentation.
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PROVINCIAL CREDIT UNION LTD.

Schedules to Financial Statements (Schedule 1)

Statement of Property and Equipment

Year Ended September 30, 2014

Cost Cost of Cost Amort Amort of Amort
beginning amalgamated end beginning Amort  amalgamated end of NBV NBV

of year Additions assets of year of year in year assets year 2014 2013

Land $ 483,081 $ - $ 77,350 $ 560,431 $ - $ - $ - $ - $ 560,431 $ 483,081
Buildings 2,149,082 - 1,083,755 3,232,837 784,731 113,266 602,802 1,500,799 1,732,038 1,364,351
Equipment 1,044,651 81,486 237,330 1,363,467 934,671 32,632 224,891 1,192,194 171,273 109,980
ATMs 539,995 - 48,939 588,934 460,803 52,524 31,302 544,629 44,305 79,192
Computer hardware 483,599 10,205 265,040 758,844 476,965 9,253 257,110 743,328 15,516 6,634
Pavement 59,678 - 5,247 64,925 14,782 3,642 4,618 23,042 41,883 44,896
Computer software 21,527 - - 21,527 21,527 - - 21,527 - -

$4,781,613 $ 91,691 $1,717,661 $6,590,965 $2,693,479 $ 211,317 $1,120,723 $4,025,519 $2,565,446 $2,088,134

Notes 1-24 are an integral part of these financial statements
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PROVINCIAL CREDIT UNION LTD.

Schedules to Financial Statements (Schedule 2)

Interest Rate Sensitivity

Year Ended September 30, 2014

Under Over 1 to Over Not interest
1 year 5 years 5 years rate sensitive Total

ASSETS
Cash and cash equivalents $ 7,089,930 $ - $ - $ 2,097,760 $ 9,187,690

Effective interest rate %0.90 %- %- %-
Investments 41,499,508 13,556,454 250,000 3,658,307 58,964,269

Effective interest rate %1.63 %1.37 %5.82 %-
Accounts receivable - - - 1,212,256 1,212,256
Personal and commerical

loans and mortgages 48,511,667 120,439,501 9,410,987 729,262 179,091,417
Effective interest rate %4.07 %4.50 %5.19 %-

Lines of credit and overdrafts 6,622,114 - - - 6,622,114
Effective interest rate %6.73 %- %- %-

Prepaid expense - - - 126,978 126,978
Deferred tax asset - - - 259,135 259,135
Property and equipment - - - 2,565,446 2,565,446
Due from 7730543 Canada Inc. - - - 1,691,023 1,691,023
Real estate held for resale - - - 55,000 55,000

$103,723,219 $133,995,955 $ 9,660,987 $ 12,395,167 $259,775,328

LIABILITIES AND MEMBERS' EQUITY

Accounts payable and
accrued liabilities $ - $ - $ - $ 262,065 $ 262,065

Employee benefits payable - - - 963,814 963,814
Accrued interest payable - - - 1,477,263 1,477,263
Income taxes payable - - - 191,896 191,896
Member deposits 93,772,856 56,840,381 - 45,403,707 196,016,944

Effective interest rate %1.31 %2.16 %- %-
Share deposits 36,877,510 - - - 36,877,510

Effective interest rate %1.00 %- %- %-
Members' shares 74,025 - - - 74,025

Effective interest rate %1.00 %- %- %-
Undistributed earnings - - - 23,911,811 23,911,811

$130,724,391 $ 56,840,381 $ - $ 72,210,556 $259,775,328

The above table sets out assets and liabilities on the earlier of contractual maturity or repricing date.  Use
of the table to derive information about the Credit Union's interest rate risk position is limited by the fact
that certain borrowers may choose to terminate their financial instruments at a date earlier than
contractual maturity or repricing dates.  For example, personal and commerical loans and mortgages are
shown at contractual maturity but could prepay earlier.

As at September 30, 2014, Provincial Credit Union Ltd.'s net interest spread was 2.60%.  The net interest
spread is calculated by expressing the difference between (a) the percentage of income earned on the
average year end interest bearing assets and (b) the percentage of costs of capital and borrowings on the
average year end interest bearing liabilities.

Notes 1-24 are an integral part of these financial statements
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Accounts receivable - - - 1,212,256 1,212,256
Personal and commerical

loans and mortgages 48,511,667 120,439,501 9,410,987 729,262 179,091,417
Effective interest rate %4.07 %4.50 %5.19 %-

Lines of credit and overdrafts 6,622,114 - - - 6,622,114
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Real estate held for resale - - - 55,000 55,000

$103,723,219 $133,995,955 $ 9,660,987 $ 12,395,167 $259,775,328

LIABILITIES AND MEMBERS' EQUITY

Accounts payable and
accrued liabilities $ - $ - $ - $ 262,065 $ 262,065

Employee benefits payable - - - 963,814 963,814
Accrued interest payable - - - 1,477,263 1,477,263
Income taxes payable - - - 191,896 191,896
Member deposits 93,772,856 56,840,381 - 45,403,707 196,016,944
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Undistributed earnings - - - 23,911,811 23,911,811

$130,724,391 $ 56,840,381 $ - $ 72,210,556 $259,775,328

The above table sets out assets and liabilities on the earlier of contractual maturity or repricing date.  Use
of the table to derive information about the Credit Union's interest rate risk position is limited by the fact
that certain borrowers may choose to terminate their financial instruments at a date earlier than
contractual maturity or repricing dates.  For example, personal and commerical loans and mortgages are
shown at contractual maturity but could prepay earlier.

As at September 30, 2014, Provincial Credit Union Ltd.'s net interest spread was 2.60%.  The net interest
spread is calculated by expressing the difference between (a) the percentage of income earned on the
average year end interest bearing assets and (b) the percentage of costs of capital and borrowings on the
average year end interest bearing liabilities.

Notes 1-24 are an integral part of these financial statements
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