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I am pleased to present to you our 
Annual Report for 2018

We are presenting a solid set of figures. This progress is 
due to the support of the members opening accounts, 
saving with us, and very importantly growing our loan 
book – interest income is up over 9%, and of course 
the hard work of our staff and volunteers. We continue 
to find meeting the requirements of our regulators, 
the Prudential Regulatory Authority and the Financial 
Conduct Authority, a challenge as the minimum reserves 
requirements increase again restricts what we can do  
to pay dividends.

We remain open to ideas for growth such as new 
branches, but the cost of a new branch is very 
great, and can only be embarked upon after careful 
investigation, and securing adequate external funding. 
The re-location of our Stratford Branch to 34 Broadway 
was stressful but successful. The efforts of our property 
committee and operations manager Rick Plewa 
achieved an excellent fit-out, and the work is greatly 
appreciated.

We appreciate the involvement of volunteers in our work 
teams as, after all, this is your credit union and the more 
ordinary members work with us the stronger we will be. 
And of course the volunteers gain valuable experience 
for their personal CVs. Later we will come to the election 
of board members, which is another entirely volunteer 
part of our credit union.

We continue to develop new services and new ways 
of managing existing services. You now have a full 
current account, debit card, and loans service available. 
We will improve the online and mobile phone access 
as resources permit. In the last year our online loan 
applications system has functioned well, and members 
are encouraged to use it where possible. And remember 
you can join the credit union online. Don’t forget our 
budgeting management tool – the JamJar Account is 
available also. Remember members receive the same 
level of deposit protection insurance as when saving 
with a high street bank.

Since the last report 
Anna Jones has 
stepped back as a 
director. The board 
wishes to record 
our thanks to her for 
serving the credit union 
through a period of  
challenge and change. Matthew Gaskin had to step 
down as secretary to the board earlier this year due to 
pressure of work, and we particularly acknowledge the 
hard work he did as part of the executive team.

We still need more board members who can join us, and 
contribute their skills to the work of LCCU. There is no 
minimum qualification requirement to be a director, but 
we do need members who can contribute a little time to 
our work so the credit union can continue to grow. 

Our membership continues to grow, and we are grateful 
for this vote of support. I must remind members however 
that at present our priority is to lend more money out to 
members as this is the route to our credit union being 
truly self-supporting in the long-term.

We have continued to build relationships with key 
stakeholders, the London boroughs of Hackney and 
Newham, and look to do more.

Thank you to all the staff, volunteers and other 
supporters of us, for their hard work and dedication  
over the last year. 

Malcolm Swallow
Chair, London Community Credit Union

Welcome from the Chair
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The last year has been one of swift 
change for LCCU and, despite a 
few challenges along the way, your 
credit union has emerged profitable 
and with a new head office as well 
as a market-leading debit card

In achieving all of this I owe enormous thanks to the 
staff, volunteers and members who help make LCCU the 
vibrant and growing organisation it is today.

First, the figures: we posted a profit of over £27,000 after 
tax for the 12 months to September 2018, down from 
the previous year but this is, as expected, a reflection of 
investment in staff and the Debit Mastercard.

We also continued to grow our loan book which is vital 
as we seek to make sustainable profits and try to pay a 
dividend.

The delivery of the debit card was one of the major 
milestones of the year. The launch came a little later 
than planned but means all our members have access 
to a card which is directly linked to their LCCU current 
account. It’s another reason why east Londoners can 
meet many of their banking needs with LCCU rather 
than turning to big high street lender. I would also like 
to record my thanks to Imran Ahmed, the Banking 
Manager, and his team for the work they have done on 
this project, which is almost unprecedented for a credit 
union. 

Of course, there were one or two difficult moments 
over the last year, as you would expect at any growing 
organisation. The most intense of these was the major 
IT failure which we suffered on the morning of Thursday 
August 2, caused by someone with malicious intent, but 
dealt with heroically by credit union staff.

To all members, let me say on behalf of LCCU how sorry 
I am for the disruption that was caused to you. Let me 
also reassure you that we do not believe any member 
data was compromised. 

I am pleased that we kept branches open for much 
of the two days in the immediate aftermath as we 
operated with a temporary cap on withdrawals. Our IT 
contractor worked through the weekend to restore our 
services, with an additional level of protections, and we 
have followed up with the PRA, FCA and Information 
Commissioner’s Office subsequently. 

Much of the summer 
was, more happily, 
spent in preparation 
for the relocation of our 
Stratford branch and 
head office, from Water 
Lane to 34 Broadway, 
in a property secured 
on a long-term lease 
from the London 
Borough of Newham.

We opened our doors there at 10am on Monday 29 
October, just after the financial year-end, as the final lick 
of red paint was being applied to the front door. This 
followed dedicated work on a demanding timetable by 
Noble House, our brilliant building contractors. I would 
like to thank them as well as well as Rokhsana Fiaz, the 
mayor of Newham, for her practical support.

And, of course, the year saw the departure of Colin 
Eddy, the much-loved Chief Executive, in March 2018. 
Yes, Colin was mentioned at last year’s AGM but his last 
day fell during the financial year under discussion today. 
Having led LCCU since its inception, he bowed out with 
the everlasting thanks of members and staff ringing in 
his ears.

I was delighted to be asked to step into the role, first 
on an interim basis and then on a contract, and I have 
enjoyed every day of employment at an organisation 
with which I first began volunteering in 2013.

As you know, I am no longer a director and am held to 
account by the board and members, and am always 
glad to stop and chat with you when I am in a branch.

I love the credit union and it is a great honour to follow in 
the footsteps of Colin Eddy. As I hope this report shows, 
we are making significant changes to the business, 
whether driven by regulatory or legal demands or the 
appetite for better customer service. 

Thank you for coming tonight, and thank you for 
your support as we try to deliver stability, profit and 
sustainable community lending at LCCU.

Peter Edwards 
Chief Executive, London Community Credit Union

Welcome from our Chief Executive
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LCCU’s Year in Numbers

 18 – 24 25 – 34 35 – 44 45 – 54 55 – 64 65+

 7.1% 16.9% 23.5% 25.7% 19% 7.7%

5 
BRANCHES

AGE

Bethnal Green Bow Hackney Poplar Stratford

 2,623  I 13,010
 JUNIORS I ADULTS

 45%  I 54%
 FEMALE I MALE

15,633
ACTIVE MEMBERS

52 
STAFF EMPLOYED
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Events /  
Family  

Occasions
7%

Home 
improvements 

15%

Vehical  
Purchase / Repair

5%

Debt
Consolidation

13%

Bills / Fees
5%

Other
9%

Holiday
17%

Christmas
17%

Purchase – Furniture  5%

Purchase – 
Other items  

2%

Purchase – Appliance  4%

THE TOTAL VALUE OF SAVINGS HELD

£16,648,587
( last year £14,931,484 )

UP 

11.5%
ON LAST YEAR

TOTAL LOANS ADVANCED 
IN 2017-18

£5,664,483
NUMBER OF LOANS ADVANCED 

IN 2017-18

4,821

TOTAL LOANS AND 
ADVANCES

£8,488,263

THE REASONS PEOPLE BORROWED IN 2017-18
(based on the value of loans)
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Chair: 

•   Malcolm Swallow FCA

Executive Committee Members: 

•   Gren Bingham – Vice Chair
•   David Morgan – Treasurer
•   Matthew Gaskin – Secretary

Members: 

•   Anna Jones
•   Baraka Rumamba
•   Diana Collins
•   Ian Moseley
•   Matthew Gaskin
•   Peter Costello
•   Sarah Johns
•   Stephen Backes
•   Suzette Barry

London Community Credit Union is governed 
by a board of directors with responsibility for the 
financial health, growth and strategic direction of 
the credit union. 

The board ensures the credit union is operating 
well, delivering benefits to members, and growing 
in alignment with the credit union’s core values. 

The board is also the way that regular members 
just like you, control and run London Community 
Credit Union.

Every board member is a volunteer and does not 
receive any financial reward for their efforts. The 
hours required can be long, and the work that 
many board members contribute to the credit 
union is significant.

We would therefore like to start by thanking our 

Property Committee

It is my unenviable task to report on Property Matters –  
a rather dry subject at the best of times and despite my 
best endeavours I am unable to inject any pizzaz into 
this so my apologies from the off. 

To missquote P. G. Woodhouse “I just sat at my 
keyboard and cursed a lot.”

We have recently renewed our 5 year lease on the 
Hackney Mare Street branch.

Our branch at Vesey Path in Poplar is still due to be 
developed as part of the Chrisp Street regeneration 
though it seems to not be happening for us until 2021. 
We have been promised the store opposite our existing 
one and Poplar Harca, the developers will pay for the 
new branch fit out. 

fellow board members for their time, energy, 
passion and dedication over the past year. 

The board met monthly alongside a range of 
regular committee meetings and ad hoc sessions 
which arose to deal with specific projects. 

This annual report covers the financial year, 
October 2017 – September 2018. However, 
because the board of directors is elected at each 
AGM, the board attendance record refers to the 
period April 2018 – March 2019. 

Board attendance April 2018 – March 2019 

Name Present Absent

Stephen Backes 10 2

Suzette Barry 11 1

Grenville Bingham 11 1

Diana Collins* 0 12

Peter Costello 9 3

Matthew Gaskin 7 5

Garry Gerrish** 6 1

Sarah Johns*** 9 3

David Morgan 7 5

Ian Moseley 10 2

Baraka Rumamba 9 3

Anna Jones (née Smith)**** 4 2

Malcolm Swallow 12 0
 
 * Diana Collins Authorised leave of absence 
 ** Garry Gerrish Appointed 27th September 2018
 ***  Sarah Johns Appointed 26th April 2018
****   Anna Jones (née Smith) Authorised sabbatical leave  

from October 2018

Report from the Board of Directors
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Loans Performance

2017-18 saw an increase in the number and total value 
of new loans made to members.

4,821 loans were approved in full or part worth a total 
of £5,5664,483. This brought the total value of loans 
advanced to members to £8,488,263, a jump of 9.7% 
on the previous year.

Interest earned on loan repayments is the credit union’s 
main source of income and this rose to a new high 
of £1,519,586.

Next door to our Bethnal Green Road branch at no. 471, 
the property (owned by LCCU), currently occupied by 
Portico, will be vacant soon if anybody knows of anyone 
wanting to rent a shop unit.

Our two shops in Stratford at 72 & 74 Broadway are 
currently rented out and we have yet to decide a long 
term plan. 

This brings us to our Stratford Water Lane branch 
that we had to leave at 6 weeks’ notice. Thankfully 
this was then extended to 6 months’ notice due to the 
machinations of Peter Edwards. We were lucky at that 
time that Rick Plewa found that 34 Broadway, just by  
the Post Office, was available for rent. 

After some sterling work by our staff and the contractors 
LCCU were able to move Head Office and Branch into 
34 Broadway without a break in service.

The run up to Christmas remains our busiest time 
of year. In November we received 974 successful 
applications. Christmas loans made up 16% of 
approved applications and 14% of the total value 
advanced over 2017-18. The most common reason 
for borrowing was a holiday which made up 21% of 
approved applications and 19% of the total value 
advanced. Home improvements accounted for 12% of 
approved applications but 18% of loan value advanced.

We are committed to improving our loans processes 
and hope to grow the loan book substantially in 2018-19.

Sarah Johns – Loans Committee Chair

Audit Committee Report

The Institute of Chartered Accountants of England Wales 
define the main role and responsibilities of the audit 
committee as:

1 monitoring the integrity of the financial statements;

2  reviewing LCCU’s internal control and risk 
management systems;

3  monitoring and reviewing the effectiveness of the 
internal audit function;

4  making recommendations to the board in relation to 
the appointment, re-appointment and removal of the 
external auditor and approve the remuneration and 
terms of engagement of the auditor;

5 reviewing the auditor’s independence and objectivity;

6  developing and implementing the non-audit services 
policy.

As the audit committee chair and a credit union member 
I am pleased to confirm that all the above points have 
been adequately explored and are being implemented. 
You can be confident that, moving forward, our beloved 
institution will become even stronger and more resilient, 
particularly now that we embark on an exciting phase 
with the introduction of the debit card.

Baraka Rumamba – Audit Committee Chair

Hats off to our staff 
and many thanks to 
all of them. I truly do 
not know how they 
managed to do it in 
such a short time and 
so smoothly.

This new branch at 
34 Broadway is our 
flagship branch, so 
if you haven’t visited 
it yet please do.  The 
new branch is better suited for LCCU as unlike our Water 
Lane branch it is not off of the beaten track and should 
attract new custom due to the high footfall.

Stephen Backes – Property Committee Chair 

Stratford Broadway was officially opened by the  
Deputy Mayor of Newham, Charlene McLean  
(Centre) on 6th November 2018.

Report from the Board of Directors
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Treasurer’s Report

The credit union continues to grow at pace. Loan 
interest income is up 9.5% during the year and member 
savings have increased almost 12%. The increase in 
volume demonstrates that the credit union is providing 
good quality services to its members.

The credit union continues to invest in improving 
the quality of service provided to members, with 
administrative expenses increasing by £127,796  
year on year.

The credit union now has over 50 members of staff 
supporting members. We are also investing in new 

products and improved technology. This increased 
investment in our operations means that the credit union 
still makes a negligible profit. 

I expect that the credit union will have to continue 
growing administrative expenses over the next two 
years. This means that there will be limited ability to pay 
dividends during this period. While members will be 
disappointed, I would urge everyone to think for the  
long term.

Surplus Reported in Accounts
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£50,000
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– £200,000
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– £100,000
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Surplus Excluding Grants  

time in four years, we registered a small loss 
if grant income is excluded. The challenge for 
the credit union is to significantly increase the 
profitability of the organisation.

Surplus made by the credit union
Since 2011 the credit union has made substantial 
progress in becoming a self-sustaining organisation. 
The credit union has recorded a profit after tax for 
the sixth year in a row, although this year, for the first 

As at the end of September 
2018 the ratio was 8.25% 
down from 8.9% the year 
before. The decrease is due 
to the increase in member 
savings. Over the next few 
years the credit union will 
need to improve its profitability 
to allow this ratio to rise.

Bank of England regulation of our financial position
The credit union is regulated 
by the Bank of England. This 
requires us to be well governed 
and restricts the types of activity 
we can undertake. In particular  
the credit union has to meet 
certain financial ratios which 
include a need to meet a capital 
adequacy ratio of 8%, with a 
buffer of 2%.  

 10% October 2018

 8% Sept 2017 

   (Bank of 
England 
Minimum)

8.25%
LCCU 
Capital 

Adequacy 
Ratio

September  
2018
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Financial Statements

Administrative Information 
For the Year Ended 30th September 2018

Status   London Community Credit Union Ltd was incorporated under the Cooperative 
and Community Benefit Societies Act 2014 and the Credit Unions Act 1979 on the  
1st December 2000.

Company Secretary  Matthew Gaskin

Directors   Malcolm Swallow (Chairman) 
Grenville Bingham (Vice Chairman) 
David Morgan (Treasurer) 
Baraka Rumamba 
Diana Collins 
Ian Moseley 
Peter Costello 
Anna Smith Jones 
Stephen Backes 
Nadine Tapping – resigned 10 November 2017 
Ripon Ray – resigned 12 November 2017 
Suzette Barry 
Peter Edwards – resigned 12th April 2018 
Sarah Jones – appointed 26th April 2018 
Gary Gerrish – appointed 27th September 2018

Other Officers  Credit Committee  Audit Committee 
 Nethliee Scarborough – Chair  Baraka Rumamba – Interim Chair 
 Lena Pamphile – Secretary  Suzette Barry – Member 
 Suzette Barry – Board Appointee  Peter Costello – Member 
  Diana Collins – Member 
  Garry Gerrish – Member

Chief Executive Officers  Colin Eddy – resigned 30th March 2018 
 Peter Edwards – appointed 13th April 2018

Principal Bankers  The Co-Operative bank  The National Westminster Bank Plc (“NatWest”) 
 PO Box 250  135 Bishopsgate 
 Skelmersdale, WN8 6WT  London, EC2M 3UR

Credit Union   473 Bethnal Green Road 
Registered Office London, E2 9QH

Prudential Regulation  213743 
Authority No.

Auditors  Appleby & Wood 
 Registered Auditors 
 40 The Lock Building 
 72 High Street 
 Stratford 
 London E15 2QB
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Directors’ Report

Directors’ Report 
The directors’ present their annual report on the affairs 
of the credit union, together with the accounts and 
auditors’ report for the year.

Principal Activities 
The principal activities of the credit union are those of 
a credit union, accepting deposits from and lending 
sums to itsmembers, with the objects of promoting 
thrift amongst its members and providing credit for their 
benefit at a fair and reasonable rate of interest.

Results of Operations and Dividends 
The results for the year are as shown in the attached 
accounts, as are movements in the credit union’s fixed 
assets.

Directors’ of Management 
The directors’ during the year were as shown on the 
administrative information page of the accounts.

Directors’ responsibilities 
The directors are responsible for preparing the Annual 
Report and the financial statements in accordance with 
applicable law and United Kingdom Generally Accepted 
Accounting Practice. 

Co-operative and Community Benefit Societies Act 2014 
and the Credit Unions Act 1979 requires the directors 
to prepare financial statements for each financial year 
which give a true and fair view of the state of affairs 
of the credit union and of the excess of income over 
expenditure of the credit union for that period. In 
preparing those financial statements, the directors are 
required to:

•  select suitable accounting policies and then apply 
them consistently;

•  make judgements and estimates that are 
reasonable and prudent;

•   state whether applicable accounting standards 
have been followed subject to any material 
departures disclosed and explained in the financial 
statements;

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

The directors are responsible for keeping proper 
accounting records which disclose with reasonable 
accuracy at any time the financial position of the 
society and to enable them to ensure that the 
financial statements comply with the Co-operative 
and Community Benefit Societies Act 2014. They are 
also responsible for safeguarding the assets of the 
credit union and hence for taking reasonable steps 
for the prevention and detection of fraud and other 
irregularities.

The directors confirm that so far as they are aware, 
there is no relevant audit information of which the credit 
union’s auditors are unaware. They have taken all the 
steps that they ought to have taken as directors in 
order to make themselves aware of any relevant audit 
information and to establish that the credit union’s 
auditors are aware of that information.

Auditors 
The auditors, Messrs Appleby & Wood, have indicated 
their willingness to accept re-appointment under the 
provisions of the Co-operative and Community Benefit 
Societies Act 2014 and the Credit Unions Act 1979.

Signed on behalf of the board of directors

Company Secretary 

Matthew Gaskin

14th March 2019
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Report from the Independent Auditor

Opinion 
We have audited the financial statements of London 
Community Credit Union Limited (the ‘society’) for the 
year ended 30th September 2018 which comprise 
the Revenue Account and Balance Sheet and notes 
to the financial statements, including a summary of 
significant accounting policies. The financial reporting 
framework that has been applied in their preparation 
is applicable law and United Kingdom Accounting 
Standards, including Financial Reporting Standard 102 
The Financial Reporting Standard applicable in the UK 
and Republic of Ireland (United Kingdom Generally 
Accepted Accounting Practice).

In our opinion, the financial statements:

•  give a true and fair view of the state of the credit 
union’s affairs as at 30th September 2018 and 
of its income and expenditure for the period then 
ended; and

•  have been prepared in accordance with the 
requirements of the Co-operative and Community 
Benefit Societies Act 2014 and Credit Unions  
Act 1979.

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

Conclusions relating to going concern 
We have nothing to report in respect of the following 
matters in relation to which the ISAs (UK) require us to 
report to you where:

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

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

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

In connection with our audit of the financial statements, 
our responsibility is to read the other information and, 
in doing so, consider whether the other information is 
materially inconsistent with the financial statements 
or our knowledge obtained in the audit or otherwise 
appears to be materially misstated. If we identify 
such material inconsistencies or apparent material 
misstatements, we are required to determine whether 
there is a material misstatement in the financial 
statements or a material misstatement of the other 
information. If, based on the work we have performed, 
we conclude that there is a material misstatement of this 
other information, we are required to report that fact.

We have nothing to report in this regard.

Independent Auditor’s Report to the members of  
London Community Credit Union Limited
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Report from the Independent Auditor – continued

Matters on which we are required to report by 
exception

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

•   a satisfactory system of internal control over 
transactions has not been maintained; or

•   the society has not kept proper accounting 
records; or

•   the financial statements are not in agreement with 
the books of account; or

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

Responsibilities of the Directors

As explained more fully in the Directors responsibilities 
statement on page 14 the Directors are responsible for 
the preparation of the financial statements and for being 
satisfied that they give a true and fair view, and for such 
internal control as they determine is necessary to enable 
the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors 
are responsible for assessing the society’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 society 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 (UK) will always 
detect a material misstatement when it exists.

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

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

This report is made solely to the society’s members, 
as a body, in accordance with section 87 of the Co-
operative and Community Benefit Societies Act 2014. 
Our audit work has been undertaken so that we might 
state to the society’s members those matters we are 
required to state to them in an auditor’s report and for 
no other purpose. To the fullest extent permitted by law, 
we do not accept or assume responsibility to anyone 
other than the society and the society’s members as 
a body, for our audit work, for this report, or for the 
opinions we have formed.

Appleby & Wood, Statutory Auditor 
40 The Lock Building 
72 High Street 
Stratford 
London E15 2QB

14th March 2019
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Revenue Account

For the Year Ended 30th September 2018

 Note  2018 / £  2017 / £

Loan interest receivable and similar income  4  1,519,586  1,387,186

Interest payable  5  ( 3,736 )  ( 3,184 )

Net interest income   1,515,850  1,384,002

Fees and commission income  6  421,394  375,496

Fees (including CUCA) and commissions payable   ( 233,747 )  ( 225,912 )

Net fees and commision income   187,647  149,584

Net fees, Interest and commission receivable   1,703,497  1,533,586

Administrative expenses  7a  ( 1,359,805 )  ( 1,232,009 )

Depreciation and amortisation  10  ( 80,721 )  ( 60,874 )

Other operating expenses  7b  ( 167,680 )  ( 168,235 )

Impairment on loans to members  11c  ( 48,590 )  21,052

Surplus before taxation   46,702  93,520

Taxation  9a  ( 18,904 )  ( 21,864 )

Surplus for the financial year   27,798  71,656

  –  –

Total comprehensive income   27,798  71,656
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Balance Sheet

London Community Credit Union Limited as at 30th September 2018

 Note  2018 / £  2017 / £

ASSETS

Cash, cash equivalents and liquid deposits   3,858,999  2,901,761

Investments in Treasury Bills   3,299,000  3,308,000

  7,157,999  6,209,761

Loans and advances to members  11a  8,488,263  7,737,469

Fixed assets  10  2,809,839  2,679,357

Other receivables   98,438  90,548

Prepayments and accrued income   71,877  89,398

Total assets   18,626,416  16,806,533

 
LIABILITIES

Share capital   15,880,188  14,205,676

Junior Savers   768,399  725,808

Other payables  12  455,251  380,269

  17,103,838  15,311,753

Subordinated loan  15  600,000  600,000

Retained earnings  16  922,578  894,780

Total liabilities   18,626,416  16,806,533

The financial statements were approved, and authorised for issue, by the board on and signed on its behalf by:

 

Malcolm Swallow David Morgan Matthew Gaskin
Chair  Treasurer  Secretary
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Statement of changes in Retained Earnings

For the Year Ended 30th September 2018

   2018 / £  2017 / £

As at 1 October 2017   894,780  823,124

Total comprehensive income for the year   27,798  71,656

As at 30 September 2018   922,578  894,780
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Cash Flow Statement

For the Year Ended 30th September 2018

 Note  2018 / £  2017 / £

Cash flows from operating activities

Surplus/(deficit) before taxation   46,702  93,520

Adjustments for non-cash items:

                       Depreciation  10  80,721  60,874

                       Impairment losses  11c  36,647  (21,935 )

  164,070  132,459

Movements in:     Other receivables   9,631  17,923

                       Other payables   77,385  (77,600 )

  251,086  72,782

Cash flows from changes in operating assets and liabilities

Cash inflow from subscribed capital   45,837,690  48,079,609

Cash outflow from repaid capital   ( 44,120,367 )  ( 47,426,879 )

New loans to members   ( 5,476,362 )  ( 6,064,178 )

Repayment of loans by members   4,688,699  5,846,763

  1,180,746  508,097

Taxation paid   ( 21,306 )  ( 17,106 )

  1,159,440  490,991

Net cash flows from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment  10  ( 211,202 )  ( 159,832 )

Net cash flow from managing liquid deposits   948,238  331,159

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year   6,209,761  5,878,602

Cash and cash equivalents at end of year   7,157,999  6,209,761
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Notes to the Financial Statements

For the Year Ended 30th September 2018

1  Legal and regulatory framework

The credit union is a society established under the 
Industrial and Provident Societies Act 1965, whose 
principal activity is to operate as a credit union, within 
the meaning of the credit unions Act 1979. The credit 
union has registered with the Financial Conduct 
Authority and is regulated by the Prudential Regulation 
Authority under the provisions of the Financial Services 
and Markets Act 2000.

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

2  Accounting Policies

Basis of preparation

These financial statements have been prepared in 
accordance with FRS 102 The Financial Reporting 
Standard applicable in the UK and Republic of Ireland.

The financial statements are prepared on the historical 
cost basis.

Going concern

The financial statements are prepared on the going 
concern basis.

Income

Loan interest receivable and similar income: Interest 
on loans to members is recognised using the effective 
interest method, and is calculated and accrued on a 
daily basis.

Fees and commissions receivable: Income relating 
to individual transactions is recognised when the 
transaction is completed.

Other income: Other income is recognised when 
receivable.

Taxation

The tax charge for the year reflects current tax payable 
using tax rates in force. The credit union is not liable 
to corporation tax payable on its ordinary activities of 
making loans to members. However, corporation tax is 
payable on investment income and rental income.

As a result of the limited activities of the credit union 
from which profits are chargeable to corporation tax, it is 
unlikely that deferred tax will arise.

Fixed assets tangible/intangible

Depreciation is provided on tangible fixed assets at 
a rate calculated to write off the cost less estimated 
residual value of each asset over its useful economic 
life. The principle annual rates have been charged to 
meet accounting standards:

•  Fixtures, fittings & equipment  
15.0% reducing balance method

•  Computers equipment  
25.0% reducing balance method

•  System software development  
10.0% straight line method

•  Property improvements  
16.6% straight line method

Cash and cash equivalents

Cash, cash equivalents and liquid deposits comprise 
cash on hand and investments with a maturity of less 
than or equal to 8 days.

Financial assets – loans and advances to members

Loans to members are financial assets with fixed or 
determinable payments, and are not quoted in an active 
market. Loans are recognised when cash is advanced 
to members and measured at amortised cost using the 
effective interest method.

Loans are derecognised when the right to receive cash 
flows from the asset have expired, usually when all 
amounts outstanding have been repaid by the member. 
The credit union does not transfer loans to third parties.
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4  Loan interest receivable and similar income

   2018 / £  2017 / £

Loan interest receivable from members   1,506,877  1,379,345

Bank interest receivable on cash and liquid deposits   12,709  7,841

Total loan interest receivable and similar income   1,519,586  1,387,186 

5  Interest expense

Interest expense is the dividend paid to members for the prior year. The dividend is formally proposed by the Directors after 
the year end and is confirmed at the following AGM. As a result it does not represent a liability at the balance sheet date.

   2018 / £  2017 / £

Interest paid during the year   3,736  3,184

Dividend rate: Interest proposed, but not recognised  0  0

Dividend rate:   0.5%  0.5%    

 
 

Notes to the Financial Statements – continued

Impairment of financial assets

The credit union assesses, on a monthly basis, if there is 
objective evidence that any of its loans to members are 
impaired. The loans are assessed collectively in groups 
that share similar credit risk characteristics, because no 
loans are individually significant. In addition, if, during 
the course of the year, there is objective evidence that 
any individual loan is impaired, a specific loss will be 
recognised.

Any impairment losses are recognised in the revenue 
account, as the difference between the carrying value 
of the loan and the net present value of the expected 
cashflows.

Financial Liabilities – subscribed capital

Members’ shareholdings in the credit union are 
redeemable and therefore are classified as financial 
liabilities, and described as subscribed capital. They are 
initially recognised at the amount of cash deposited and 
subsequently measured at amortised cost.

Employee benefits

The credit union’s pension scheme provider is 

NEST. This pension scheme is currently offered to all 
employees.

Other employee benefits: Other short and long term 
employee benefits, including holiday pay, are recognised 
as an expense over the period they are earned.

Reserves

Retained earnings are the accumulated surpluses 
to date that have not been declared as dividends 
returnable to members. 

3  Use of estimates and judgements

The preparation of financial statements requires the 
use of certain accounting estimates. It also requires the 
Directors to exercise judgement in applying the credit 
union’s accounting policies.

The areas requiring a higher degree of judgement, or 
complexity, and areas where assumptions or estimates 
are most significant to the financial statements, are 
disclosed.
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6  Fees and commissions receivable

   2018 / £  2017 / £

Grants   40,000  47,667

CUCA Members charges   176,877  158,839

Rental Income   97,818  104,300

Other fees and commissions   106,699  64,690

Total fees and commissions receivable   421,394  375,496

 
 
7a  Administrative expenses Note  2018 / £  2017 / £

Employment costs  8a  1,069,015  893,061

Temporary staff costs   15,305  40,364

Other staff costs (including volunteer expenses)   17,667  10,735

Staff training   5,454  4,351

Travel costs   1,817  1,036

Auditors’ remuneration  7c  13,355  12,607

Telephone and SMS messages   33,480  30,479

Computer maintenance   26,577  23,152

Legal and professional   73,561  111,042

Debt Collection Costs   31,699  13,497

General expenses   26,102  13,796

Advertising & Marketing   16,958  35,109

Printing, postage and stationery   20,137  35,801

General Insurance   8,677  6,979

Total administrative expenses   1,359,805  1,232,009  
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Notes to the Financial Statements – continued

7b  Other operating expenses

   2018 / £  2017 / £

Rent, Rates & Utilities   97,024  96,237

Property Maintenance & Dilapidations   26,735  20,667

Equipment lease   4,008  3,979

  127,767  120,883

Regulatory and financial management costs

Financial Conduct Authority and Prudential Regulation Authority fees  5,579  9,181

Fidelity insurance   6,487  6,511

Loan protection and life savings insurance   27,848  31,660

  167,680  168,235

 
 
7c  Auditors’ remuneration

   2018 / £  2017 / £

Fees payable for audit   13,355  12,607

Total auditors’ remuneration   13,355  12,607

 
 
8  Employees and employment costs

 
 
8a  Number of employees

The average monthly number of employees during the year were: Number  Number

Office Staff   52  49

No member of the key management personnel earned over £60,000 in  
the year. Staff had a total share holding of £44,587 (2017: £89,384) and loans of £70,407 (2017: £88,970).
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9  Taxation

a)  Recognised in the Revenue Account

The taxation charge for the year, based on the small profits rate of Corporation Tax of 19% (2017: 19%) taking into 
account marginal relief comprised:

   2018 / £  2017 / £

Current tax

UK Corporation tax   18,904  21,864

Total current tax recognised in the Revenue Account   18,904  21,864

b)   The credit union is not liable to corporation tax payable on its  
activities of making loans to members. However,corporation tax is payable on investment income and rental income.

 
 

8b  Directors’ Remuneration

No remuneration is paid to the directors. At the year end, 
Directors held total shares of £37,822 (2017; £55,190)  
and total loans of £8,018 (2017: £6,964).

All members of the committee are members of the 

credit union. They receive no remuneration for services 
and participate in the activities of the credit union on 
the same terms as other members. They received 
reimbursement of expenses in the year of £Nil  
(2017: £Nil).
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Notes to the Financial Statements – continued

10  Tangible fixed assets

Tangible fixed assets comprise the following property, plant and equipment:

 Office 
 Equipment and Land and    
 Computers Buildings Total Total 
 2018 / £  2018 / £ 2018 / £ 2017 / £

Cost

At 30th September 2017  861,270  2,333,933  3,195,203  3,035,370

Additions  189,685  21,517  211,202  159,832

Disposal  –  –  –  –

At 30th September 2018  1,050,955  2,355,450  3,406,405  3,195,202

Depreciation

At 30th September 2017  515,845  – 515,845  454,971

Charge for the year  80,721  –  80,721  60,874

Disposal  –  –  –  –

At 30th September 2018  596,566  –  596,566  515,845

Net book value

At 30th September 2018  454,389  2,355,450  2,809,839

At 30th September 2017     2,679,357
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   2018 / £  2017 / £

Not impaired:

Not in arrears   7,960,420  7,737,469

Sub-total: loans not impaired   7,960,420  7,737,469

Individually impaired:

Up to 3 months past due   15,000  25,000

Between 3 and 6 months past due   198,654  74,110

Between 6 months and 1 year past due   35,362  58,451

Over 1 year past due   1,953,646  1,480,389

Total loans   10,163,082  9,375,419

Impairment allowance   ( 1,674,819 )  ( 1,637,950 )

Total carrying value   8,488,263  7,737,469

 
 
11b  Provision for impairment losses

 Note  2018 / £  2017 / £

As at 1 October 2017   1,637,950  1,659,885

Allowance for losses made during the year   51,681  774

Allowances reversed during the year   ( 15,034 )  ( 22,709 )

Increase / (Decrease) in allowances during the year  11 c  36,647  ( 21,935 )

As at 30 September 2018   1,674,597  1,637,950

 
 

11a  Credit risk disclosures

The credit union does not offer mortgages and as a 
result all loans to members are unsecured, except that 
there are restrictions on the extent to which borrowers 
may withdraw their savings whilst loans are outstanding.

The carrying amount of the loans to members 
represents the credit union’s maximum exposure to 
credit risk. Where loans are not impaired it is expected 
that the amounts repayable will be received in full.
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Notes to the Financial Statements – continued

11c  Impairment losses recognised for the year

   2018 / £  2017 / £

Impairment of individual financial assets   15,034  22,709

Increase / (Decrease) in impairment allowances during the year 36,647  (21,935 )

  51,681  774

Reversal of impairment where debts recovered   ( 3,091 )  ( 21,826 )

Total impairment recognised for the year   48,590  ( 21,052 )

 
 
12  Other payables

   2018 / £  2017 / £

UK Corporation Tax   19,461  21,864

VAT   1,416  1,411

Unallocated Credits   160,350  121,421

Accruals and deferred income   117,406  117,309

Other Creditors   146,853  112,235

Junior Dividend   9,765  6,029

  455,251  380,269
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sufficient funds in liquid form at all times to ensure that 
it can meet its liabilities as they fall due. The objective of 
the liquidity policy is to smooth the mismatches between 
maturing assets and liabilities and to provide a degree 
of protection against any unexpected developments that 
may arise.

Market risk: Market risk is generally comprised of 
interest rate risk, currency risk and other price risk.

The credit union conducts all its transactions in sterling 
and does not deal in derivatives or commodity markets. 
Therefore it is not exposed to any form of currency risk 
or other price risk.

Interest rate risk: The credit union’s main interest rate 
risk arises from differences between the interest rate 
exposures on the receivables and payables that form an 
integral part of a credit union’s operation and considers 
rates of interest receivable when deciding on the 
dividend rate payable on subscribed capital. The credit 
union does not use interest rate options to hedge its 
own positions. The risk is monitored on a regular basis 
by the board. 

13  Additional financial instruments disclosures

 
 
13a  Financial risk management

The credit union manages its subscribed capital and 
loans to members so that it earns income from the 
margin between interest receivable and interest payable.

The main financial risks arising from the credit union’s 
activities are credit risk, liquidity risk and interest 
rate risk. The board reviews and agrees policies for 
managing each of these risks, which are summarised 
below.

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

Liquidity risk: The credit union’s policy is to maintain 

 
13b  Interest rate risk disclosures

The following table shows the average interest rates applicable to relevant financial assets and financial liabilities.

                                                                                                     2018 / £                                     2017 / £

  Average  Average 
  Interest  Interest 
 Amount Rate Amount Rate

Financial assets

Loans to members  8,488,263  18.6%  7,737,469  18.1%

Financial liabilities

Share capital  15,880,188   14,205,676

The interest rates applicable to loans to members are  
fixed and range from 4.5% to 36%. The interest payable on share capital is determined at the AGM. As a result, the 
surplus for the year is not particularly sensitive to interest rate risk and no sensitivity analysis is presented. 
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13c  Liquidity risk disclosures

Excluding short-term other payables, as noted in the balance sheet, the credit union’s financial liabilities, the 
subscribed capital, are repayable on demand. 
 
 
13d  Fair value of financial instruments

The credit union does not hold any financial instruments at fair value. 
 
 
14  Post balance sheet events

There are no material events after the balance sheet date to disclose. 
 
 
15  Subordinated Loan 

   2018 / £  2017 / £

Subordinated Loans   600,000  600,000

  600,000  600,000

Due within one year – transfer to current liabilities   –  –

Due after more than one year   600,000  600,000

  600,000  600,000

The subordinated loan of £600,000 to the credit union is repayable on or  
before 30 January 2025. The subordinated loan is from the London Borough of Newham. 
 
 
16  Reserves 

 Reserves  Other reserves  2018 2017

 Others   Statutory   Lloyds   Forest  Growth Total Total 
    Gate  Fund

 £ £ £ £ £ £ £

At 1st October 2017  256,533  131,842  100,000  14,800  391,605  894,780  823,124

Comprehensive surplus  27,798  –  –  –  –  27,798  71,656 
for the year

Transfer between funds  ( 5,560 )  5,560  –  –  –  –  –

Balance carried forward at 30th 
September 2018 278,771  137,402  100,000  14,800  391,605  922,578  894,780

Notes to the Financial Statements – continued
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17  Contingent liabilities

The credit union participates in the Financial Services 
Compensation Scheme (FSCS) and therefore has 
a contingent liability, which cannot be quantified, in 
respect of contributions to the FSCS, as required by the 
Financial Services and Markets Act 2000. The Financial 
Conduct Authority (FCA) has provided details of how the 
calculation of next year’s contribution towards the FSCS 
will be calculated and full provision has been included 
for this liability. However this is subject to future changes 
in interest rates and levels of deposits held by UK 
deposit takers. Therefore there is inherent uncertainty 
regarding the totality of the levy that the credit union will 
have to pay. In the last two years no additional payment 
has been required. 
 
 
18  Related party transactions

During the year – members of the board and their 
close family members had loans with the credit union 
of £42,417 (2017: £6,964). These loans were approved 
on the same basis as loans to other members. None of 
the directors or their close family members, have any 
preferential terms on their loans. They also had share 
values of £126,453 (2017: £55,190).

During the year - staff members had loans with the 
credit union of £70,407 (2017: £88,970). Staff members, 
have preferential terms on their loans. Staff are given 
loans with a 50% reduction in the interest rate compared 
to the credit union’s members. They also had share 
values of £44,587 (2017: £89,384). 
 
 
19  Employee benefits

Under the UK accounting standards, the credit union 
did make a provision for holiday pay £7,880 (2017: 
£15,000), FRS 102 requires the cost of holiday pay to 
be recognised when employees render the service that 
increases their entitlement.



London Community
Credit Union

020 7729 9218
info@londoncu.co.uk
www.londoncu.co.uk

  London Community Credit Union offers  
a range of services to its members

  + Savings

  + Loans

  + Current Accounts

  + Debit Mastercard

  + Junior Accounts

  + Online Banking

  + Telephone Banking

 Visit us at one of our local branches

   Bethnal Green  473 Bethnal Green Road, London E2 9QH

   Bow  570 Roman Road, London E3 5ES

   Poplar  16 Vesey Path, London E14 6BT

   Hackney  225 Mare Street, London E8 3QE

   Stratford  14 Broadway, Stratford, London, E15 4LU

 LCCU is regulated by the Financial Services Authority Ref: 213743, and subscribe to the Financial Services Compensation Scheme this  
means that your savings are protected by a Government Guarantee similar to the protection you receive at any Bank or Building Society. /lccu2000




