ANNUAL REPORT 2019

CREDIT UNION AUCKLAND
Trading as NZCU AUCKLAND

ANNUAL GENERAL MEETING
Monday 16 September 2019
Danish House, 6 Rockridge Avenue, Penrose at 7.00pm
Agenda:


Welcome to Members and guests



Apologies



Confirmation of Minutes of the Annual General Meeting held 24 September 2018



Matters arising from the Minutes of the previous Annual General Meeting



Receipt and adoption of:
a) Chairman’s Report
b) Chief Executive’s Report
c) Treasurer’s Report & Approval of Annual Financial Statements
d) Trustees’ Report



Ordinary Resolution for approval of incorporation



Special Resolution for approval of proposed replacement Rules



Specific Business
-

Confirmation of Directors’ Fees

-

Appointment of External Auditors



Election of Officers



General Business



Drinks and food

Chairman’s Report
It is my pleasure to present the 54th Annual Report to Members of
Credit Union Auckland (CUA) on behalf of your Directors. CUA
was built on a foundation of Member commitment and best
governance practices. We are affiliated to the NZ Association of
Credit Unions (trading as Co-op Money NZ) who in turn are
affiliated to the World Council of Credit Unions (WOCCU).
Belonging to these two organisations allows us to keep abreast
of International and NZ wide trends to give our Members the best
returns on their savings and lowest possible rates on loans. As
every Member is an owner (shareholder) of their Credit Union we
truly are ‘people helping people’. This means after statutory fees
and charges and our modest operating costs, the surpluses are
returned to our Members. We have a proud 54 year history of adhering to this Credit Union
philosophy. The Credit Union is your Credit Union and one that you can rightly be proud to
recommend to extended families, friends and colleagues.
Financial:
Last December we converted to the new Oracle Flexcube banking system which was
promised to be a like for like operating system to our old 25-year-old FACTS system. As this
was a major transaction your Board of Directors committed significant time over many
extra meetings to ensure management made as seamless as possible conversion. I can
report that the conversion of NZCU Auckland was the smoothest of all conversions. I would
like to thank all Members for their support during this conversion period when there was
the odd hiccup. The conversion programme came with unexpected cost overruns and
delays both of which have given rise to the significant loss this year. Unfortunately, again
we have not been able to collect our traditional Insurance commissions and Dividends.
Nonetheless, our Capital Adequacy is at 15.83% with our Reserves at $3.460m. Total Assets
increased by over $1.2m to $22.079m.
Governance:
During the past year our Board has met monthly with many additional Board meetings as
required. All Directors have worked and debated hard in the interests of Members. We hold
an annual strategic planning day and continue to meet as required with our fellow Credit
Unions on a regular basis. To handle the workload your Board has a number of subcommittees that Directors participate in such as Audit, Risk and Compliance, Learning and
Capabilities, Nomination and the Trustees. This past year has also seen a number of
meetings with Government agencies as compliance regulations seem to be under constant
change.
For balance and best practice the Board of Directors have an independent Chair (myself)
and 2 other Independent Directors with a total complement of 8 Directors.

Future:
We are very conscious that we still have not found a new home for our Airport Members.
We would appreciate all the help we can get to find this new home for them. As earlier
reported, we have converted over to Oracle Flexcube, the latest banking software, which
will position us well for the future. At the end of this calendar year we are required to convert
your Credit Union into an incorporated entity. This will not affect our services or support to
Members, but rather make it simpler for Government Departments to oversee Credit
Unions.
We will continue surveying our Members to ensure we meet your needs. Please do
participate in these surveys as they help us shape our future and only take a few minutes
of your time. By listening to our Members we will continue to be successful whilst following
our guiding principles of:





Encouraging thrift amongst Members
Providing loans to Members at lowest rates
Paying the best possible interest rates on your savings
Offering Budget and savings advice and help

Acknowledgements:
The success of your Credit Union would not be possible without such a dedicated CEO and
staff, who have had a most challenging year with the system and legislative changes. The
Board sincerely thanks them all.
It would be remiss of me not to also thank my dedicated team of Directors for their
commitment and time given so freely, especially for the additional meetings we have had
throughout the year.
I particularly want to thank John Stevenson who retires from the Board this year after
serving you for 17 years. He first joined the Credit Union in 1997 and became an Associate
Director in 2002. Among his many contributions, he has been elected as a Trustee for the
last 10 years and his presence on the Board will be missed. We wish John and Marion the
very best in their retirement and travelling throughout the country.
Thank you again Members for attending tonight and it has been a privilege to serve you
over the last 12 months.

Doug McLaren
Chairman

Chief Executive’s Report
Thank you again for this opportunity to talk to you tonight. As I predicted
last year, these last 12 months have been intensely busy with great
change for everyone and, on many occasions, very frustrating.
While the financial result does not look very positive, there are many
factors that have gone into our year which have impacted on the
Balance Sheet. The strong positive factor is that over many years we
purposely built a strong Balance Sheet so that we could make good decisions for the Credit
Union and its Members without having to worry about the financial implications. As I said
last year, we continue to be driven by the belief that supporting Member benefits is the
best way to manage our business.
As our Chairman has already stated, our loss for the year of $309,458 was greater than
we had budgeted for but in light of the unexpected compliance issues required of us by
the RBNZ, not unsatisfactory. We continued our objectives of keeping Dividends paid on
savings significantly higher than the banks and other financial institutions, while at the
same time remaining very competitive with our interest rates on loans. Members continue
to demonstrate faith in us by increasing our Savings by $1.501m (9.18%). Unfortunately, our
Loans could not keep pace and the book fell by $655k (4.23%).
A major event of the year was the transition to a new banking computer platform. The
actual transition on the weekend of 1st December went well and unlike many other such
projects, the impact on Members at the time was negligible. For this I am extremely grateful
to our staff for the long hours and hard work put in before the day to make sure that
everything sent as smoothly as possible. It is also fair to say that day-to-day operation of
the system since then has not been without its challenges. We continue to experience
unexpected difficulties and it has been a case of working on each one as it arises to ensure
the right “fix” is put in place. Unfortunately, over the last 10 months, this has taken up too
much of our time when we should have been concentrating more on our core business of
making loans.
It will not have gone unnoticed by many of you that the Credit Union Movement suffered a
number of setbacks over the last 12 months and media reports have highlighted the failure
of another Auckland Credit Union. I want to assure every Member that we remain
financially strong with a very competent Board and staff. While it may take us longer than
we would like to get back to profitability, we will remain committed to providing tangible
benefits to Members that improve their financial wellbeing.
Another part of this same issue has been the initiative driven by the RBNZ to ensure that in
the event of failure by our business services provider, we would have access to alternatives.
We have been an active participant in this “Step-In Rights” project which is now close to
fulfilment. This has been a costly exercise and unbudgeted. The cost accounts for all of the
over budget loss we experienced for the financial year.

On the positive side, we again enjoyed our annual School Scholarship presentations in
March and met another wonderful 20 Primary and Secondary pupils from our family of
Members. From everyone’s perspective, this remains one of the most enjoyable evenings
of the year.
As we have discussed at length over the last few years, the new legislation passed last
year has come into effect and is one of the major agenda items tonight. You will be asked
to vote on a number of resolutions in compliance with the amended Friendly Societies &
Credit Unions Act and I urge you all to vote in favour of each of them to ensure our survival.
Unfortunately, we have no choice but to comply. The alternative would mean that your
Credit Union would be de-registered and would have to close down – something nobody
wants.
I want to say a big thank you to my staff who work tirelessly for the benefit of Members. All
day, every day, they have the interests of Members at heart when doing their jobs and I
applaud them for it. The next 12 months will be one of re-building and concentrating on
serving Members as we would want to and I ask all Members for their support to make
this happen.
Again as always, I have the same message to every Member – please say very loudly to
your friends, family and workmates that you bank with NZCU Auckland and get a better
deal than anywhere else.
Thank you.

Rob Collins
Chief Executive

Treasurer’s Report
I am pleased to present the audited annual financial statements
of Credit Union Auckland trading as NZCU Auckland for the year
ended 30 June 2019. These have again been prepared under
the International Financial Reporting Standards adopted in New
Zealand.
We have continued to monitor our risk profile as required under the FMCA and made
appropriate amendments to the Product Disclosure Statement as required. We also
maintained our registration under the Financial Services Providers Act 2008.
Despite your Credit Union not having a good year profit-wise we were able to keep
Dividends on Shares above the market and interest on Loans less than other lenders. For
those of you with savings in the Credit Union, our better rates meant that we paid you
more than you would otherwise get from the banks. Alternatively, for those of you with
Loans, our lower interest rates gave you a considerable benefit and help for your
household budget through lower repayments.
As reported already tonight, the Operating Loss for the full year was $309,458 (2018 Profit
$44,760). While this Loss was greater than budget, I am comfortable that we maintain a
very strong Balance Sheet. We are one of the financially strongest Credit Unions in New
Zealand with a very high Capital Adequacy Ratio of 15.83%.
Even with a Loss for the year, and for the 15th year in a row, Total Assets increased to
$22.079m – again our highest end of year result ever.
In summary, your Board is very happy with the financial position of the Credit Union. We
have managed to expand the business and grow the Assets again which provides
continuing benefits of real value to you – our Members.
I move to approve the Annual Financial Statements as shown in the Annual Report.

Lionel Pereira
Treasurer

Trustees’ Report
On behalf of my fellow Trustees, Doug McLaren and Derek Railey, I am
pleased to report on our activities for the financial year ended 30 June
2019.
Trustees are elected by the Members and all assets belonging to the
Credit Union are vested in the Trustees for the use and benefits of the
Members.
Trustees are responsible for ensuring that the Credit Union fulfils all statutory duties
required of them. Trustees supervise all the loans made to Members and can review all
applications to determine whether the security offered by the Members is enough and
terms of the loan comply with lending policy.
During the 2018/19 year the Credit Union advanced $7.201 million to Members which was
a decrease 14.86% over the previous year. However, our loan book only dropped by 4.2%.
The drop in the amount of loans was partly due to the introduction of the new computer
system. Issuing of loans under the new computer system has proved to be a lot more
difficult than predicted. We are hoping that the issuing of loans will improve in the future.
The overall impaired loans and delinquencies remains at a satisfactory level. This continues
the pleasing trend of previous years as economic conditions improved and the Trustees
are appreciative of the work done by our Collections Manager.
One of the resolutions that Members will be asked to vote on at this year’s AGM will be for
the incorporation of the Credit Union. If the Credit Union is incorporated (and we urge you
to vote in favour of the resolutions) the role of the Trustees will disappear. As an
incorporated body the assets will be owned by the Credit Union and managed by the Board
of Directors. A separate Board committee may be set up to continue the role previously
carried out by the Trustees.
I wish to thank my fellow Trustees for their contribution during the past year.

Greg Carll
Chairman of Trustees
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Independent auditor’s report
To the members of Credit Union Auckland
We have audited the financial statements which comprise:


the statement of financial position as at 30 June 2019;



the statement of comprehensive revenue and expense for the year then ended;



the statement of changes in equity for the year then ended;



the statement of cash flows for the year then ended; and



the notes to the financial statements, which include a statement of accounting policies.

Our opinion
In our opinion, the accompanying financial statements of Credit Union Auckland (the Credit Union),
present fairly, in all material respects, the financial position of the Credit Union as at 30 June 2019, its
financial performance and its cash flows for the year ended 30 June 2019 in accordance with Public
Benefit Entity Standards.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs
(NZ)) and International Standards on Auditing (ISAs). 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
We are independent of the Credit Union in accordance with Professional and Ethical Standard 1
(Revised) Code of Ethics for Assurance Practitioners (PES 1) issued by the New Zealand Auditing and
Assurance Standards Board and the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with these requirements.
Our firm carries out other services for the Credit Union in the area of register compliance assurance.
The provision of these other services has not impaired our independence as auditor of the Credit
Union.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 9 355 8000, F: +64 9 355 8001, pwc.co.nz

Our audit approach
Overview
An audit is designed to obtain reasonable assurance whether the
financial statements are free from material misstatement.
Overall Credit Union materiality: $220,700, which represents
approximately 1% of total assets.
The Credit Union is an asset-based organisation managing the assets of
its members for their benefit. The Credit Union generates the majority
of its total operating revenue from interest on these assets. Total assets
is considered to be an appropriate measure for materiality as it is a key
indicator of how the entity is performing and a key focus of
stakeholders.
We have determined that there are two key audit matters:


impairment of loans to members



impairment of New Zealand Association of Credit Unions (Co-op
Money NZ) Base Capital Notes.

Materiality
The scope of our audit was influenced by our application of materiality.
Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall Credit Union materiality for the financial statements as a whole as set out above.
These, together with qualitative considerations, helped us to determine the scope of our audit, the
nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both
individually and in aggregate on the financial statements as a whole.
Audit scope
We designed our audit by assessing the risks of material misstatement in the financial statements and
our application of materiality. As in all of our audits, we also addressed the risk of management
override of internal controls including among other matters, consideration of whether there was
evidence of bias that represented a risk of material misstatement due to fraud.
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the financial statements as a whole, taking into account the structure of the Credit Union,
the accounting processes and controls, and the industry in which the Credit Union operates.
The Credit Union relies on the underlying banking systems provided by Co-op Money NZ. In
establishing our overall audit approach, we assessed the risk of material misstatement, taking into
account the nature, likelihood and potential magnitude of any misstatement. As part of this
assessment, we considered the control environment in place at Co-op Money NZ.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current reporting period. These matters were addressed in
the context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

PwC

Key audit matter

How our audit addressed the key audit
matter

Impairment of loans to members
Loans to members, as disclosed in Note 8 to
the financial statements, represent the Credit
Union’s core activity and are significant
assets. The Credit Union is exposed to credit
losses from overdue loans and loans in
default. Determining an appropriate provision
for impairment on these loans to members, as
disclosed in Note 9 of the financial
statements, is an area of significant
management estimation and judgement.
In the course of the preparation of the
financial statements, a determination is made
by the Credit Union of the likely losses on
loans to members who have not maintained
loan repayments in accordance with the loan
contract, or where there is other evidence of
potential impairment.
Accordingly, an estimation is made of the
potential impairment based on individual
circumstances of the member or on the length
of time the loans are in arrears, but not
impaired, taking into account information
such as security, repayment plans, and other
relevant factors. The impairment provision
on collectively assessed loans to members is
based on a formula developed by the Credit
Union as discussed in Note 9. This provision
and formula is compared to historical writeoffs and adjusted when necessary. The Credit
Union has concluded that this formula
remains appropriate for the collective
assessment.

Our audit procedures included the following:
We obtained an understanding of the provision for
impairment process to understand the key controls
in place over credit control and the process for
identifying and estimating impairment. We have
assessed the design effectiveness of the key
controls, including review and approval processes
for loans that are written off.
Our work over the provision for impairment of
loans to members included:


obtaining management's monthly and balance
date reviews of the loan ledger and associated
provisioning to confirm that the impairment
assessment was conducted in line with policy;



assessing management’s calculated provision
for impairment by:
o

o

o

o

o

considering the key assumptions against a
trend analysis of provisions and actual
impairments over a number of years;
understanding the make-up of the loan
ledger, the type of loans and any related
security over the loans and identifying
trends that may indicate a particular
portion of the loan portfolio where there is
an increased risk of impairment based on
historical impairments;
applying the loss factor percentage against
the arrears to determine the level of
collective provisioning required;
selecting a sample of significant loans in
arrears to independently assess the
judgements applied by management in
providing for individual loans to members;
and
considering the appropriateness of the
provision for impairment in light of actual
impairments noted subsequent to period
end.

We have no material matters to report.

PwC

Key audit matter

How our audit addressed the key audit
matter

Impairment of Co-op Money NZ Base Capital
Notes
As disclosed in Note 10, the Credit Union held
Co-op Money NZ Base Capital Notes (BCNs)
at a carrying amount of $358,566 at 30 June
2019.
Investment in these BCNs by a number of
credit unions enables Co-op Money NZ to
provide credit unions with essential banking
services, insurance products, core operating
systems and back office support.
There is no active market for these securities
and under the exemption in PBE IPSAS 29
Financial Instruments: Recognition and
Measurement, the BCNs have historically
been carried at cost.

Our audit procedures included the following:
 assessing management’s conclusion that there
are no material indicators of a measurable
decrease in the estimated future cash flows
after taking into consideration the benefit of
the services the Credit Union obtains from Coop Money NZ in respect of the BCNs;


obtaining and considering the Credit Union's
assessment of the recoverable amount of the
BCNs;



understanding and testing key inputs and
assumptions used in the BCN recoverable
amount assessment. Procedures included:
o an assessment of the ability of Co-op
Money NZ to continue to provide these
bureau services;
o assessing the key assumptions, drivers and
calculations, and the methodologies
applied in the impairment model;
o obtaining the step-in rights agreement
which stipulates that another credit union
can take over the provision of essential
banking services from Co-op Money NZ, if
required;
o assessing the forecast cash flows in the
model; and



we engaged our own in-house valuation
specialist to review the assessment performed.

As disclosed in Note 10, the Directors have
considered whether the carrying value of these
notes was impaired at balance date.
In determining whether an impairment loss
should be recorded, the Credit Union has
made judgements as to whether there are
indicators that there is a measurable decrease
in the estimated future cash flows after taking
into consideration the benefits of the services
the Credit Union obtains from Co-op Money
NZ through the receipt of discounted services.
The Directors have also assessed the
availability of an alternative service provider
for the core operating system, and another
credit union having the right to step in and
continue with the provision of these essential
services, as important judgements as to
whether there are indicators that there is a
measurable decrease in the estimated future
cash flows.
The Directors have determined that the BCNs
are not impaired at 30 June 2019.
Given the significance of the judgements and
assumptions applied in the assessment, this
was a significant area of focus for our audit.

PwC

We have no material matters to report.

Information other than the financial statements and auditor’s report
The Directors are responsible for the annual report. Our opinion on the financial statements does not
cover the other information included in the annual report and we do not express any form of assurance
conclusion on the other information. At the time of our audit, there was no other information available
to us.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed on the other information that we obtained prior to
the date of this auditor’s report, we conclude that there is a material misstatement of this other
information, we are required to report that fact.

Responsibilities of the Directors for the financial statements
The Directors are responsible, on behalf of the Credit Union, for the preparation and fair presentation
of the financial statements in accordance with Public Benefit Entity Standards, 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.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements, as a whole,
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (NZ) and ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.
A further description of our responsibilities for the audit of the financial statements is located at the
External Reporting Board’s website at:
https://www.xrb.govt.nz/assurance-standards/auditors-responsibilities/audit-report-2/
This description forms part of our auditor’s report.

Who we report to
This report is made solely to the Credit Union’s members, as a body. Our audit work has been
undertaken so that we might state those matters, which 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.
The engagement partner on the audit resulting in this independent auditor’s report is Philip Taylor.
For and on behalf of:

Chartered Accountants
11 September 2019

PwC

Auckland

PRODUCTS AND SERVICES
Everyday Account: Working account with money available by EFTPOS and ATM.
Bill Pay Account: A specific account to pay your bills, making the household budgeting that much easier.
Loyalty Saver: Ensures priority for loans and creates your Credit Union’s lending pool. Savings attract
monthly interest and are on 14-day notice of withdrawal.
Success Saver: Earn high rates of interest while your savings are on call. Interest is paid monthly.
Goal Saver: Tailor-make an account for your special goals.
Christmas Saver: Specific purpose savings account for that much-needed cash at Christmas time.
Kids Cash Saver: Savings for your child; develops the saving habit at an early age.
Term Share Investments: A range of terms at competitive market-related rates.
Accessphone: 24-hour telephone banking from anywhere in the world.
Accesscard: 24-hour access to your funds through ATM and EFTPOS (only in New Zealand).
AccessDebit: Debit card giving access to your funds through ATM and EFTPOS in New Zealand and
overseas, as well as making purchases online and by telephone.
Accessonline: 24-hour personal internet banking service. View account balances and transactions,
make transfers and payments, and set up and amend automatic payments.
AccessMobile: App on your smartphone to give you 24-hour access to your personal internet banking.
Personal Loans: At competitive rates for any worthwhile purpose. Loan repayment insurance is
available to cover death, sickness, disability and involuntary loss of earnings.
Home Loans: Mortgage finance is available for Members and mortgage repayment insurance is
available to cover death, disability and involuntary loss of earnings.
Money Transfer Service: Overnight transfer of your Credit Union funds to any bank account of your
choice.
Credicare Bereavement Fund: Membership of this unique fund provides peace of mind for you and
your family. On death, your next of kin receives an immediate tax-free payment.
Travel Service: Members’ travel requirements can be arranged with favourable conditions from our
appointed agent. Overseas currency is also available on request through Travelex.
Budget Advisory Service: Assisting Members to improve their money management skills in accordance
with Credit Union philosophy.
Friendly Service and Advice - Our staff are always available to give you friendly, helpful advice with
your money management - WE CARE!

NZCU Auckland is proudly a registered Credit Union – not a registered bank.
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