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WELCOME FROM 
THE CHAIR

The COVID pandemic has had a 
profound impact on our community, 
and while hopefully the health 
crisis is mostly behind us, a cost of 
living crisis looms ahead.  Our credit 
union exists to help members build 
their financial resilience and reduce 
poverty in the community and, its 
work has never been 
more important.

The credit union continues to be under 
acute financial stress from COVID due 
to increased loan losses from members 
unable to repay loans, reduced interest 
income from our loan book and the need 
to invest in our current account product. To 
manage this the credit union has reduced 
costs through reducing opening hours and 
reducing staff numbers.

We have again taken the difficult decision 
to impose a member levy of £10 on savings 
balances above £100. While this will be 
unpopular it is necessary to reinforce the 
credit union’s financial position so that 
we continue to help members in the long 
term. I understand that members will be 
disappointed by this, but the impact of the 
Covid crisis has been so large that this is 
necessary.

I would like to remind members that the 
best way to support the credit union is to 
take out a loan, this generates the income 
required to support our activities. If you 
want to help the credit union, please take 
out a loan.

The Credit Union is also looking for 
investors willing to make a community 
investment into the credit union to help 
support its growth and development. This 
would be suitable for members who are 
willing to take on risks beyond a usual 
savings balance with us. If any member 
wishes to discuss this please feel free to 
contact me further. 

Given the financial position of the credit 
union, the board has decided not to recruit 
new directors this year. Once the financial 
position has stabilised then the credit union 
will look to replenish the board as soon as 
possible.

The rest of the annual report sets out the 
work of the credit union in more detail. 
Thank you for joining us via Zoom to 
discuss how we plan to strengthen the 
credit union for the next year and the long-
term.

David Morgan
Chair, London Community Credit Union
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WELCOME FROM 
THE CHIEF EXECUTIVE
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Your credit union has remained 
open throughout the pandemic. It 
continues to face challenges but, 
following another tough year, 
we are here to help you.

We always try to put members first as 
we adapt to the changing set of Covid-19 
guidelines.

Now, with society largely having re-opened, 
government restrictions lifted in England, 
and the vaccine rolled out en masse, there 
are hopes that normal life is returning.

We could only remain open because of the 
unstinting efforts of staff in branch and 
head office who worked with dedication 
through the pandemic. Without their 
enormous efforts it would have been 
impossible to run three branches – 
especially in the winter of 2020/21, when the 
nation was in the midst of a third lockdown 
and millions of people were still awaiting 
their first jab. Serving our members takes 
a team effort and I want to thank all my 
colleagues

For much of the last year we have operated 
branches in Poplar, Newham and Hackney 
while we consider the future of the Bethnal 
Green site, which is currently closed.

Footfall and business volumes have been up 
and down over this period. The credit union 
posted a further signficant loss for the 12 
months to 30 September 2021.

The impact of Covid-19 has again been felt 
in every area of the credit union’s activities.

Income for the year was much less 
than planned; provisions for bad debts 
moved significantly; and some costs rose 
unexpectedly. We have also amended our 
opening hours and will keep that change 
under review, based on feedback from 
members and staff.

The credit union has slightly fewer 
staff than previously – this is, sadly, a 
consequence of financial pressures 
arising from the pandemic. I would like to 
thank everyone who left LCCU for a range 
of reasons over the last year, including 
longstanding colleagues Kuldip Bajwa, 
Marcin Bogdal, Errol d’Lima, Joe Duke and 
Mohamed El Hassani.

As you would expect from the summary 
above, it has been a difficult year for 
LCCU. Our reserves – known as the capital 
adequacy ratio (CAR) – are well below 
the level required by our main regulator. 
Management and board discuss the 
financial position regularly and are staying 
in contact with our regulators about how to 
improve reserves.



I would also like to put on record my 
thanks to directors, who provide their 
specialist expertise for free, and have given 
considerable amounts of time in order 
to help LCCU navigate the extraordinary 
circumstances of the pandemic. Each 
member of the board is a member of the 
credit union – like you and I – and they 
provide advice, questions and occasional 
challenge to management.

It has been a year of change – some of it 
forced on us by the pandemic; some of it 
embraced as we try to find better ways of 
working – and I hope you feel we have kept 
you informed about the core products and 
services provide by LCCU.

You will be aware that we intend to repeat 
the levy of £10 on all savings accounts with 
balances above £100. This puts us in line 
with other credit unions and will help to 
strengthen the financial position – but we 
agreed to recommend this step reluctantly 
and only after careful consideration of the 
impact on members.

We have kept in close contact with 
local authorities so they understand the 
pressures we face and the actions taken 
to continue to serve the community. I 
am grateful to the London Borough of 
Hackney, has provided us with a grant, as 
well as to Newham and Tower Hamlets, 
with which we also have longstanding 
relationships.

To all members, let me thank you for 
continuing to do your banking with LCCU. 
This is your institution and the best way to 
help it is to take out a loan and repay it in 
full.

Please tell your friends and family we 
are here to help them and help the 
community. Thank you for your support.

WELCOME FROM 
THE CHIEF EXECUTIVE
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LCCU’S YEAR 
IN NUMBERS

Reasons for borrowing
in 2020-2021

Other 16.8%

Holiday 23.8%

Home Improvements
16.8%

Debt Consolidation
3.9%

Christmas / Eid
 16.8%

Event Occasions
 1.0%

Vehicle Costs
 9.1%

Item Purchases
 12.6%

Bills / Fees
6.6%
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REPORT FROM THE 
BOARD OF DIRECTORS

Chair
David Morgan

Members
Stephen Backes
Sunita Bhambri
Peter Costello
James Etherington
Garry Gerrish
Sam Goodacre
Koreen Hanson
Frederic Jean-Baptiste
Sarah Johns
Gary McKeown
James Newbold
Jade Onashoga
Jude Rozario
Baraka Rumamba

The Board of Directors of London 
Community Credit Union is made up of 
volunteers and is the mechanism through 
which regular members control and run the 
credit union.

The board meets monthly and directtoes 
may also attend regular commtitee 
meetings or ad hoc sessions to deal with 
specific projects. Board members do not 
receive payment for their efforts and the 
contribuon they make to the credit union is 
signficiant.

The board is responsible for the financal 
health, growth and strategic directon of the 
credit union. It also ensures the credit union 
is operating wrell, delivering benefits to 
membres, and growing in alignment with 
the credit union’s core values. 
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Board attendance 

February 2021 – February 2022 (13 Meetings)
The annual report covers the financial year 
October 2020 – September 2021. However 
the board of directors is elected at each 
AGM and therefore the board attendance 
record refers to the period since the last 
AGM in February 2021 to February 2022. 
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1 Audit 
Comittee

Garry 
Gerrish

No. Comittee
Name

Chair Report

Human
Resources

Koreen 
Hanson2
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IT and 
Operations 
Committee

James 
Newbold3

Loans 
Committee

Sarah 
Johns4



REPORT FROM THE 
BOARD OF DIRECTORS

12

Property 
Committee
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Governance,
Legal and 
Risk 
Committee,

Sunita 
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DIRECTORS’
REPORT

FOR THE YEAR ENDED 
30 SEPTEMBER 2021
The Directors present their annual report and 
financial statements for the year ended 30 
September 2021.

Principal activity
The principal activity of the credit union 
continued to be that defined in the Credit 
Union Act 1979.

The credit union is authorised by the 
Prudential Regulation Authority and regulated 
by the Financial Conduct Authority and the 
Prudential Regulation Authority.

Results and dividends
The results for the year are set out on page 7.

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

David Morgan
Jade Onashoga 
Baraka Rumamba 
Garry Gerrish 
Koreen Hanson 
Peter Costello 
Sarah Johns
Frerick Jean Baptise 
Gary McKeown 
Sunita Bhambri 
James Newbold

Grenville Bingham 
Mathew Gaskin
Ian Moseley 
Stephen Backes
Jude Rozario
Sam Goodacre 
James Etherington

(Appointed 25 February 2021)
(Appointed 25 February 2021)
(Appointed 17 December 2020)
(Appointed 17 December 2020 
and resigned 13 January 2022)
(Resigned 28 January 2021)
 (Resigned 25 February 2021) 
(Resigned 28 January 2021) 
(Resigned 29 April 2021)
 (Resigned 27 May 2021) 
(Resigned 29 July 2021) 
(Resigned 6 October 2021)

Compliance statement
Under the Prudential Regulation Authority 
rulebook the Board of Directors must report 
to the members at the Annual General 
Meeting on certain areas of compliance 
within the credit union. The credit union 
are therefore pleased to report that during 
the year the credit union has been in 
compliance with:

Depositor Protection Rules 11, 12, 14 and the 
requirements of rule 15 that relate to rule 
11; and PRA Credit Union Rule 2.10 (fidelity 
bond insurance requirements).

Principal risks and uncertainties
The main financial risks of the credit union 
are set out in the notes to the financial 
statements.
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DIRECTORS’
REPORT

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

Legislation requires the Directors to prepare 
financial statements for each financial year. 
Under that law the Directors have elected 
to prepare the financial statements in 
accordance with United Kingdom Generally 
Accepted Accounting Practice (United 
Kingdom Accounting Standards and 
applicable law). Under the Credit Union Act 
1979 and the 
Co-operative and Community Benefit 
Societies Act 2014 the Directors must not 
approve the financial statements unless they 
are satisfied that they give a true and fair view 
of the state of affairs of the credit union and 
of the surplus or deficit of the credit union 
for that period. In preparing these financial 
statements, the Directors are required to:

• Select suitable accounting policies and 
then apply them consistently.
• Make judgements and accounting 
estimates that are reasonable and 
prudent.
• State whether applicable UK Accounting 
Standards have been followed, subject 
to any material departures disclosed and 
explained in the financial statements.

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

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

Statement of disclosure to auditor
So far as each person who was a Director at 
the date of approving this report is aware, 
there is no relevant audit information of 
which the credit union’s auditor is unaware. 
Additionally, the Directors individually have 
taken all the necessary steps that they 
ought to have taken as Directors in order to 
make themselves aware of all relevant audit 
information and to establish that the credit 
union’s auditor is aware of that information.

Auditor
A resolution for the re-appointment of 
Alexander Sloan as auditors of the credit 
union is to be proposed at the forthcoming 
Annual General Meeting.

By order of the board

19



INDEPENDENT 
AUDITOR’S REPORT

Opinion
We have audited the financial statements 
of London Community Credit Union Limited 
(the ‘credit union’) for the year ended 30 
September 2021 which comprise the revenue 
account, the statement of comprehensive 
income, the balance sheet, the statement 
of changes in equity, the statement of cash 
flows and notes to the financial statements, 
including a summary of significant accounting 
policies. The financial reporting framework 
that has been applied in their preparation 
is applicable law and United Kingdom 
Accounting Standards, including FRS 102 The 
Financial Reporting Standard applicable in the 
UK and Republic of Ireland (United Kingdom 
Generally Accepted Accounting Practice).

In our opinion the financial statements:

• Give a true and fair view of the state of the    
credit union’s affairs as at 30 September 2021 
and of its surplus or deficit for the year then 
ended.

• Have been properly prepared in accordance 
with United Kingdom Generally Accepted 
Accounting Practice.

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

Basis for opinion
We conducted our audit in accordance with 
International Standards on Auditing (UK) (ISAs 
(UK)) and applicable law. Our responsibilities 
under those standards are further described 
in the Auditor’s responsibilities for the audit of 
the financial statements section of our report. 

We are independent of the credit union in 
accordance with the ethical requirements 
that are relevant to our audit of the 
financial statements in the UK, including 
the FRC’s Ethical Standard, and the 
provisions available for small entities, in 
the circumstances set out in note 35 to 
the financial statements, 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.

Material Uncertainty relating
to going concern 
The credit union has generated a deficit 
in the year and has a capital ratio which 
falls below the PRA minimum capital 
requirements. The future results of the 
credit union will also be impacted by the 
impact of Covid-19. As set out in notes 1.2 
and 2, the Directors have plans to increase 
capital by cutting expenditure and raising 
additional income. The Credit Union’s ability 
to continue as a going concern depends on 
the success of the Directors’ plans to reduce 
costs, the impact of the pandemic and the 
support from the PRA. These factors give 
indication that a material uncertainty exists 
that may cast significant doubt on the 
Credit Union’s ability to continue as a going 
concern. Our opinion is not modified in 
respect of this matter.

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON 
COMMUNITY CREDIT UNION LIMITED
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INDEPENDENT 
AUDITOR’S REPORT

Other information
The other information comprises the 
information included in the annual report 
other than the financial statements and 
our auditor’s report thereon. The Directors 
are responsible for the other information 
contained within the annual report. Our 
opinion on the financial statements does not 
cover the other information and, except to the 
extent otherwise explicitly stated in our report, 
we do not express any form of assurance 
conclusion thereon. Our responsibility is to 
read the other information and, in doing so, 
consider whether the other information is 
materially inconsistent with the financial 
statements or our knowledge obtained in 
the course of the audit, or otherwise appears 
to be materially misstated. If we identify 
such material inconsistencies or apparent 
material misstatements, we are required 
to determine whether this gives rise to 
a material misstatement in the financial 
statements themselves. If, based on the 
work we have performed, we conclude that 
there is a material misstatement of this other 
information, we are required to report 
that fact.
We have nothing to report in this regard.

Opinions on other matters prescribed by 
the Co-operative and Community Benefit 
Societies Act 2014
In our opinion, based on the work undertaken 
in the course of our audit:

• the information given in the strategic report 
and the Directors’ report for the financial 
year for which the financial statements are 
prepared is consistent with the financial 
statements.

• the strategic report and the Directors’ report 
have been prepared in accordance with 
applicable legal requirements.

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:

• Proper books of account have not been 
kept by the credit union in accordance with 
the requirements of the legislation.

• A satisfactory system of control over 
transactions has not been kept by the credit 
union in accordance with the requirements 
of the legislation.

• The Revenue Account and Balance Sheet 
are not in agreement with the books of 
account of the credit union.

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

Responsibilities of Directors
As explained more fully in the Directors’ 
responsibilities statement, the Directors 
are responsible for the preparation of 
the financial statements and for being 
satisfied that they give a true and fair 
view, and for such internal control as the 
Directors determine is necessary to enable 
the preparation of financial statements 
that are free from material misstatement, 
whether due to fraud or error. In preparing 
the financial statements, the Directors are 
responsible for assessing the credit union’s 
ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors 
either intend to liquidate the credit union 
or to cease operations, or have no realistic 
alternative but to do so.
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INDEPENDENT 
AUDITOR’S REPORT

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.

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

Extent to which the audit was considered 
capable of detecting irregularities, 
including fraud
Our approach to identifying and assessing the 
risks of material misstatement in respect of 
irregularities, including fraud and 
non-compliance with laws and
 regulations, was as follows:

• The engagement partner ensured that 
the engagement team collectively had the 
appropriate competence, capabilities and skills 
to identify or recognise non-compliance with 
applicable laws and regulations.

• We identified the laws and regulations 
applicable to the credit union through 
discussions with directors and other 
management, and from our wider 
knowledge and experience of the sector.

• We focused on specific laws and 
regulations which we considered may have 
a direct material effect on the financial 
statements or the operations of the credit 
union, including Corporate and Community 
Benefit Society legislation and taxation 
legislation.

• We assessed the extent of compliance with 
the laws and regulations identified above 
through making enquiries of management 
and inspecting legal correspondence.

• Identified laws and regulations were 
communicated within the audit team 
regularly and the team remained alert to 
instances of non-compliance throughout 
the audit.

We assessed the susceptibility of the credit 
union’s financial statements to material 
misstatement, including obtaining an 
understanding of how fraud might occur, 
by:

• Making enquiries of management as 
to where they considered there was 
susceptibility to fraud, their knowledge of 
actual, suspected and alleged fraud.

• Considering the internal controls in place 
to mitigate risks of fraud and 
non-compliance with laws and regulations.
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INDEPENDENT 
AUDITOR’S REPORT

Extent to which the audit was considered 
capable of detecting irregularities, 
including fraud 
To address the risk of fraud through 
management bias and override of controls, we:

• Performed analytical procedures to identify 
any unusual or unexpected relationships.

• Tested journal entries to identify 
unusual transactions.

• Assessed whether judgements and 
assumptions made in determining the 
accounting estimates set out in Note 2 were 
indicative of potential bias.

• Investigated the rationale behind significant 
or unusual transactions.

In response to the risk of irregularities and 
non-compliance with laws and regulations, 
we designed procedures which included, 
but were not limited to:

• Agreeing financial statement disclosures 
to underlying supporting documentation.

• Reading the minutes of meetings of those 
charged with governance.

• Enquiring of management as to actual and 
potential litigation and claims.

• Reviewing correspondence with PRA, 
FCA and HMRC.

There are inherent limitations in our audit 
procedures described above. The more 
removed that laws and regulations are 
from financial transactions, the less likely 
it is that we would become aware of non-
compliance. Auditing standards also limit 
the audit procedures required to identify 
non-compliance with laws and regulations 
to enquiry of the directors and other 
management and the inspection of 
regulatory and legal correspondence, if any.

Material misstatements that arise due to fraud 
can be harder to detect than those that arise 
from error as they may involve deliberate 
concealment or collusion.

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

Other matters which we are required
to address
The financial statements of London 
Community Credit Union Limited for the year 
ended 30 September 2019 were audited by 
another audit firm, Appleby & Wood. 
The audit report was unmodified and 
signed on 13 February 2020.

Use of our report 
This report is made solely to the credit union’s 
members, as a body, in accordance with 
the Co-operative and Community Benefit 
Societies Act 2014. Our audit work has been 
undertaken so that we might state to the 
credit union’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 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.
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FOR THE YEAR ENDED 30 SEPTEMBER 2021

1 Accounting policies

Background information
London Community Credit Union Limited 
is registered in the UK as a society under 
the Co-operative and Community Benefit 
Societies Act 2014, whose principal activity is to 
operate as a credit union, within the meaning 
of the Credit Union Act 1979. The credit union 
is authorised by the Prudential Regulation 
Authority and regulated by the Financial 
Conduct Authority and the Prudential 
Regulation Authority.

1.1 Accounting convention
These financial statements have been 
prepared in accordance with FRS 102 “The 
Financial Reporting Standard applicable in 
the UK and Republic of Ireland” (“FRS 102”) 
and the requirements of the Co- operative and 
Community Benefit Societies Act 2014.

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

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

1.2 Going concern
As set out in the notes to the financial 
statements, the credit union is currently below 
is capital requirements. 

The credit union is therefore reliant on the 
future non-financial support of the Prudential 
Regulation Authority (PRA) to continue to 
operate. The credit union’s performance 
continues to be affected by the UK’s 
emergence from Covid-19. At the time of 
signing the accounts it continues to remain 
unknown for how long the pandemic will last 
or the cumulative impact on the economy.

For the year reported upon of 2020/21 the 
credit union took the following steps improve 
the capital position:
• The sale of the former Roman Road branch 
completed in December 2020 for £620k.
• A reduction in headcount costs of 
more than 20 per cent.
• Won a grant of £100k from the London 
Borough of Tower Hamlets.

The credit union is now seeking to take 
further steps as follows in 2021/22:
• A strategic review of its commercial property 
portfolio – which includes several sites 
identified as having significant development 
value across east London – in light of the 
improving economic outlook and rising real 
estate values.
• Seeking grant support from the public sector 
and other community funders.
• A further 15pc reduction in headcount costs.
The board’s assessment is that based on the 
latest budget the credit union will continue as 
a going concern for the foreseeable future.

1.3 Income
Fees and charges receivable either arise in 
connection with a specific transaction, or 
accrue evenly over the year. Income relating to 
individual transactions is recognised when the 
transaction is complete.

Interest receivable on loans to members 
and bank interest are recognised using the 
effective interest rate basis and are 
calculated and accrued on a daily basis.
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FOR THE YEAR ENDED 30 SEPTEMBER 2021

1 Accounting policies (continued)

1.4 Intangible fixed assets
Intangible assets acquired separately from 
a business are recognised at cost and 
are subsequently measured at cost less 
accumulated amortisation and accumulated 
impairment losses.

Intangible assets acquired on business 
combinations are recognised separately from 
goodwill at the acquisition date where it is 
probable that the expected future economic 
benefits that are attributable to the asset will 
flow to the entity and the fair value of the asset 
can be measured reliably; the intangible asset 
arises from contractual or other legal rights; and 
the intangible asset is separable from 
the entity.

Amortisation is recognised so as to write off 
the cost or valuation of assets less their residual 
values over their useful lives on the following 
bases:

Software                          10% straight line method  

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

Depreciation is recognised so as to write off the 
cost or valuation of assets less their residual 
values over their useful lives on the following 
bases:

Freehold land and buildings     2% straight line method
Leasehold land and buildings           Over life of lease 
Fixtures and fittings        15% reducing balance method
Computers                        25% reducing balance method

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

This year the Credit Union has revised its 
estimated remaining useful life of the properties. 
The freehold properties are now being 
depreciated over their remaining useful life.

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

Recoverable amount is the higher of fair value 
less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are 
discounted to their present value using a pre-
tax discount rate that reflects current market 
assessments of the time value of money and the 
risks specific to the asset for which the estimates 
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its 
carrying amount, the carrying amount of the 
asset (or cash-generating unit) is reduced to 
its recoverable amount. An impairment loss is 
recognised immediately in the revenue account, 
unless the relevant asset is carried at a revalued 
amount, in which case the impairment loss is 
treated as a revaluation decrease.
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1 Accounting policies (continued)

Recognised impairment losses are reversed if, 
and only if, the reasons for the impairment loss 
have ceased to apply. Where an impairment 
loss subsequently reverses, the carrying 
amount of the asset (or cash-generating 
unit) is increased to the revised estimate of its 
recoverable amount, but so that the increased 
carrying amount does not exceed the carrying 
amount that would have been determined had 
no impairment loss been recognised for the 
asset (or cash-generating unit) in prior years. 
A reversal of an impairment loss is recognised 
immediately in the revenue account, unless the 
relevant asset is carried at a revalued amount, in 
which case the reversal of the impairment loss 
is treated as a revaluation increase.

1.7 Cash at bank and in hand
Cash at bank and in hand are basic financial 
assets and include cash in hand, deposits held 
at call with banks and other short-term liquid 
investments with original maturities of less than 
8 days.

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

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

Basic financial assets 
Basic financial assets, which include loans to 
members and bank balances, 

are initially measured at transaction price 
including transaction costs and are subsequently 
carried at amortised cost using the effective 
interest method unless the arrangement 
constitutes a financing transaction, where the 
transaction is measured at the present value of 
the future receipts discounted at a market rate of 
interest.

Other financial assets 
Other financial assets, including investments in 
equity instruments which are not subsidiaries, 
associates or joint ventures, are initially measured 
at fair value, which is normally the transaction 
price. Such assets are subsequently carried 
at fair value and the changes in fair value are 
recognised in the revenue account, except that 
investments in equity instruments that are not 
publicly traded and whose fair values cannot 
be measured reliably are measured at cost less 
impairment.

Impairment of financial assets
The credit union assesses, at each balance sheet 
date, if there is objective evidence that any of its 
loans to members are impaired. The loans are 
assessed collectively in groups that share similar 
credit risk characteristics, because no loans are 
individually significant. In addition, if, during the 
course of the year, there is objective evidence 
that any individual loan is impaired, a specific 
loss will be recognised. Any impairment losses 
are recognised in the revenue account, as the 
difference between the carrying value of the 
expected cash flows.
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Derecognition of financial assets
Financial assets are derecognised only when 
the contractual rights to the cash flows from 
the asset expire or are settled, or when the 
credit union transfers the financial asset 
and substantially all the risks and rewards 
of ownership to another entity, or if some 
significant risks and rewards of ownership are 
retained but control of the asset has transferred 
to another party that is able to sell the asset in 
its entirety to an unrelated third party.

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

Basic financial liabilities
Basic financial liabilities, including members 
deposits are classified as debt and are 
initially recognised at transaction price. Debt 
instruments are subsequently carried at 
amortised cost, using the effective interest rate 
method.

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

Other financial liabilities
Debt instruments that do not meet the 
conditions in FRS 102 paragraph 11.9 are 
subsequently measured at fair value through 
the revenue account. Debt instruments 
may be designated as being measured at 
fair value though the revenue account to 
eliminate or reduce an accounting mismatch 
or if the instruments are measured and 
their performance evaluated on a fair value 
basis in accordance with a documented risk 
management or investment strategy.

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

1.9 Taxation
The tax expense for the period comprises current 
tax. Tax is recognised in the revenue account, 
except that a change attributable to an item 
of income or expense recognised as other 
comprehensive income is also recognised 
directly in other comprehensive income.

Current tax
The tax currently payable is based on taxable 
surplus for the year. Taxable surplus differs from 
the surplus as reported in the revenue account 
because it excludes items of income or expense 
that are taxable or deductible in other years and 
it further excludes items that are never taxable 
or deductible. The credit union’s liability for 
current tax is calculated using tax rates that have 
been enacted or substantively enacted by the 
reporting end date.
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1.10 Employee benefits
The costs of short-term employee benefits 
are recognised as a liability and an expense. 
The cost of any unused holiday entitlement 
is recognised in the period in which the 
employee’s services are received. Termination 
benefits are recognised immediately as an 
expense when the credit union is demonstrably 
committed to terminate the employment of an 
employee or to provide termination benefits.

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

1.12 Leases 
Rentals payable under operating leases, 
including any lease incentives received, are 
charged to income on a straight line basis 
over the term of the relevant lease except 
where another more systematic basis is more 
representative of the time pattern in which 
economic benefits from the lease asset are 
consumed.

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

1.13 Government grants
Grants are recognised at the fair value of the 
asset received or receivable when there is 
reasonable assurance that the grant conditions 
will be met and the grants will be received. 

Revenue grants are recognised as income 
over the periods when the related costs are 
incurred. Capital grants are recognised in 
income systematically over the asset’s expected 
useful life. If part of such a grant is deferred it is 
recognised as deferred income rather than being 
deducted from the asset’s carrying amount.

2 Judgements and key sources of 
estimation uncertainty

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

The estimates and underlying assumptions 
are reviewed on an ongoing basis. Revisions 
to accounting estimates are recognised in the 
period in which the estimate is revised where the 
revision affects only that period, or in the period 
of the revision and future periods where the 
revision affects both current and future periods.
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Depreciation
Depreciation is an estimate that allocates the 
depreciatable cost of fixed assets over their 
useful lives. The credit union’s depreciation 
rates are set out in the accounting policies. 
The split between land and buildings has 
been estimated by the Board based on their 
experience. The credit union regularly reviews 
its depreciation rates to ensure that they are 
appropriate.

Key sources of estimation uncertainty 
The estimates and assumptions which have a 
significant risk of causing a material adjustment 
to the carrying amount of assets and liabilities 
are as follows.

Loan Impairment
The credit union assesses, at each reporting 
date, if there is objective evidence that any of its 
loans to customers are impaired. The loans are 
assessed collectively in groups that share similar 
credit-risk characteristics. The credit union also 
utilised the PRA waiver provision in the current 
and previous year to use lower provision rates 
than in previous years. In addition, if, during the 
course of the year, there is objective evidence 
that any individual loan is impaired, a specific 
loss will be recognised. Any impairment losses 
are recognised in the Revenue Account, as the 
difference between the carrying value of the loan 
and the net present value of the expected cash 
flows.

Going Concern
The going concern assumption within the 
financial statements is based on the continued 
support of the PRA and the success of the Credit 
Union’s financial plans which are subject to both 
internal and external factors.
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29 Reserves 

General Reserve 
The general reserve represents the base c apital of t he  c redit  u nion a nd i s the retained surpluses and  
 deficits which have not been allocated to another specific reserve. 

The credit union has the following other reserves: 

Lloyds 
The Lloyds Reserve r epresents funds awarded by Lloyds Banking Group to increase t he c apital of t he 
Credit Union. 

Appropriation Reserve 
The  other  reserve represents  surpluses generated in excess of the statutory transfer requirements. 

30 Capital 

The credit union classes all of its reserves as capital  along with the proportion of revaluation reserves and 
subordinated loans qualifying under the PRA rulebook . The credit union manages its reserves through its 
financial and budgeting policies and procedures. The Prudential Regulation Authority sets o ut 
requirements for regulatory capital that t he credit union m ust maintain.  At the 30 September 2021 t he 
credit union is below the required ratio.  

2021 2020 
% % 

Actual regulatory capital ratio 3 .25 2.78 

Regulatory requirement 
Regulatory minimum capital ratio requirement 6 .55 6.54 

3

6
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DETAILED REVENUE ACCOUNTS 


