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Strategic Report for the year ended 30th September 2020 

The Year in Review  

On behalf of the Board of Directors, I’m delighted to submit the strategy report for the financial year ending 
30th September 2020.   This has been a challenging year for everyone considering the impact COVID 19 has 
had on family, work, social events & physical and mental health.   However, it’s worth remembering too 
that it’s demonstrated the strength & generosity of the human spirit leading to incredible acts of self- 
sacrifice focussing attention on appreciation of family, compassion toward community, & compliance with 
health regulations for the common good.  

Radical uncertainty however remains, so for the foreseeable future flexibility will be key for LCCU, as 
members will see incomes reduce, savings disappear, and debts increase.  With unemployment expected to 
rise so will the increase in demand for affordable financial products & services.  To avoid dependence on 
high-cost credit, or even worse, on unregulated money lending, LCCU will this year develop new routes to 
market our services to ensure people know we are here. 

In this context transparency is key, with reliable information provided through reporting to you the 
members.    This may not be the first thing that comes to mind, as a consequence of the pandemic, but 
there’s a challenging role here for providers of financial statements & auditors.   Timely disclosures about 
the potential effect on the financial position, performance & vitality of the business as well as measures 
taken to manage risks are most important in this challenging environment I am happy to report that your 
credit union remains strong, safe, & fully committed to serving your needs. 

Operational Achievements. 

 2020 2019 2018 Growth 

Loans 2,208,917 2,479,111 2,253,964  -10.89%  

Shares 3,013,702 2,604,056 2,243,964 15.73% 

Membership 8,352 7,982 7,514 4,63% 

asset base 5,002,270 4,560,348 
 

4,126,186 9.69% 

 

Inevitably, the pandemic had an impact on growth.   At the year end loans were down 10% on last year’s 
figures.   This was a direct result of lockdown & social distancing measures introduced in March 2020.   
These led to a drop in consumption as flights were grounded, shops, pubs, & restaurants were closed, 
earnings for many dropped, & furlough with associated uncertainty began. Credit is to some extent an 
indicator of consumer confidence, and with rising unemployment and uncertainty around the impact of 
this, it is not unusual for caution to be exercised around borrowing until there is a return to confidence.   
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Shares saw a significant increase of 15.73% due in part to precautionary measures taken & arising from the 
lack of opportunity to spend, coupled with protection of income.    The continuing growth in this area was 
encouraging & reflects the confidence & trust that members have in LCCU. 

Membership also increased by 4.63%    Growth in membership is vital for a credit union that wants to keep 
offering its services to as many members as possible.   A healthy membership growth rate will normally 
translate into growth in other ratios as can be seen from the increase of 9.69% in our asset base. 

We continue to maintain key ratios for liquidity & capital to assets, at levels above those required by the 
regulator, & satisfy the regulators in terms of bad debt provision, submission of quarterly & annual returns 
& completion of both internal & external audit procedures   We maintain Fidelity Bond Insurance which 
complies with the regulators requirement to protect LCCU against fraud & dishonesty.  

Corporate Governance 

The Board of Directors are responsible for the strategic direction of the credit union, its policies & 
procedures, & oversight of its operation.   The Board also monitors the key ratios which measure its 
financial health & consistency & I am pleased to report that LCCU meets or exceeds all its statutory ratios 
and the internal benchmarks it sets itself.   

In addition, its role is to ensure the board has the necessary skills & qualifications to undertake its role and 
be assessed as ‘fit & proper’ as defined by the Financial Conduct Authority.   With our business model 
developing, to ensure we have the skills necessary to respond effectively to identify changing forces 
developing credit unions face, the decision was taken to implement a recruitment process.   I am delighted 
to inform you that a resolution for the appointment of two new directors will take place later this evening 
& you will have the opportunity to learn about their commitment & passion & discover what new skills they 
will bring to the board. 

Directors attendance at Board Meeting 

Director Office Held Possible Attendance Actual Attendance Notes 
A Devon Chair 12 12  
M Wallace CEO 12 12  
J Burghall Board Member 12 12  
L M Wallace Board Member 12 12  
D Pearson Treasurer 12 11  
S Dixon Board Member 12 0  

 

Board Committees 

Internal Audit Committee 

The Board of Directors outsource this work to Eric Brown, a retired accountant who undertakes this work 
on behalf of you, the members.   Internal Audit tasks have been performed in accordance with the 
International Professional Practices framework, the internal policies & practices of LCCU & the Audit Code 
of Practice.   The key deliverables during the year were 

 Ensuring the credit union complies with laws, regulations, policies & AGM resolutions 
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 Delivering statutory requirements of the Banks of England’s Prudential Authority & the Financial 
Conduct Authority 

 Providing an ongoing assurance to management on the integrity, effectiveness & operation of the 
credit union’s internal controls 

 Meeting the requirements of the audit arrangements with the credit union’s external auditors and 
 Ensuring agreed management responses to audit recommendations are responded to  

The internal audit practice has identified several areas of good practice to ensure that effective control is 
built into the system in reviewing loans and credit controls, in reviewing high risk areas & financial controls, 
& in the follow up of audit recommendations.   The auditor has carried out his duties without any 
impairment of his independence & has undertaken his audit engagements without any impediment. 

Compliance 

Throughout 2020, LCCU was wholly compliant with our regulations.   We are insured against fraud.   The 
Prudential Regulation Authority & the Financial Conduct Authority monitor how we govern your credit 
union & how we treat members.   The Information Commissioners Office looks at how we comply with the 
General Data Protection Regulations, and the Financial Ombudsman Service reviews complaints that we are 
unable to resolve to the satisfaction of the complainant.   The Financial Services Compensation Scheme 
guarantees each member’s shares, & our external auditors Ashurst & Co provided an extra layer of scrutiny 
& checks.   Finally, monitoring by our own risk & compliance officer, & staff training provided by ABCUL in 
anti-money laundering, financial crime, data protection & complaints handling contributed to our excellent 
level of compliance.   

Fit for the Future 

LCCU as a service-orientated organisation has always valued inter-personal interaction & personal 
relationships with members, owing to the community nature of our credit union.   However, we recognise 
that member demographics have changed with millennials joining the workforce.  We recognise that many 
of today’s members are busy & constantly on the move; rarely visit branches but still expect to be guided 
through their financial journey with services to meet their personal needs.  

Research carried out points to financial services having changed dramatically since credit unions were 
established & with innovative technology & mobile solutions emerging all the time, they are set to change 
even more in the future.   If LCCU fail to improve automation throughout its services, from members being 
able to join, save & borrow on-line we will continue to attract some new members but will lack the 
products, the technology, the support infrastructure & the capacity to attract young members & those who 
work full time.  

As a result, in August 2020, we invested in Abacus One World as our IT Platform, after ensuring it was 
flexible & customisable, & exposed its core functionality through API’s needed for integrating with third 
party solutions to enhance our processes with digital & mobile in mind, transforming them to support 
members through their digital journey.   The foundation of the current strategic plan is strong in terms of 
competitiveness & member expectations.   Referring to this plan has facilitated the following improvements 
to LCCU’s on-line web portal allowing members to:  

 Register for on-line services 
 View balances 
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 Make withdrawals 
 Download & complete & sign forms 
 Make complaints 
 Send messages, &  
 Send feedback 

Throughout 2021 we will be seeking to upgrade many of our processes with technological solutions in order 
to improve our offer to you, our members whilst working hard to keep your data safe. 

We also recognise that within marketing we need someone who is able to identify, using sources such as 
social media, transactions & behaviours, to match intent to offerings   They will help to develop a mobile 
strategy which moves away from simply providing account information to present a way for LCCU to 
inform, engage & advise.   This post will allow LCCU to  

 Research & analyse market trends, demographics, competitor products & other relevant 
information to assist the board in forming future market strategies. 

 Develop website content 
 Measure social impact to help us identify & measure our social performance &  
 Introduce payroll deduction & the setting up of this scheme.  

LCCU recognised at its strategy meeting in 2019 that we needed to employ significant investment in 
hardware, software & staff, to undertake the required modernisation for a successful digital transformation 
journey.  

We will measure whether this strategy has been successfully executed if by 2022 we will have,  

 The ability to provide our members with expanded access to digital services 
 Increased significantly, the number of members utilising our services 
 Reduced bad debt, &  
 Recruited board members with required expertise. 

On behalf of the board of directors I would like to thank all the staff for their hard work & dedication in 
offering our members a service second to none to ensure the safety of our credit union.   Finally, on behalf 
of the Board I thank you our members for your commitment to LCCU.   By availing of the products & 
services offered & spreading the word to potential members about the many benefits of credit unions, you 
have helped ensure our strength & sustainability.   We wish each of you safety & good health in the year 
ahead. 

Maureen Wallace 

CEO 

 

Signed by Order of the Board 

M Wallace 

28th February 2020 
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DIRECTORS REPORT FOR THE YEAR ENDED 30TH SEPTEMBER 2020 

The Directors present their report and the financial statements for the year ended 30th September 
2020. 

Principal Activity 

 
The principal activity of the Credit Union continues to be that defined in the Credit Union Act 1979. 
The Credit Union’s common bond covers people living or working in the L11 and parts of the 
surrounding L9, L12, L13 and L24 Liverpool postal code districts. 

Directors of the Credit Union 

The directors who held office during the year were as follows: 

 
A Devon - Chair 
J P Burghall 
S Dixon – Chair of Credit Committee 
J McCormick 
D Pearson - Treasurer 
M Wallace  
L Wallace – Secretary 
 
Principal risks and uncertainties 
The main financial risks arising from the Credit Union’s activities are credit risk, liquidity risk and 
interest rate risk. 

Credit Risk 
The Credit Union is exposed to the risk of default on loans and bank balances. All loans are 
required by the Credit Union to be assessed against the Credit Union’s lending policy. 

Liquidity Risk 
The Credit Union’s policy is to maintain sufficient funds in liquid forms at all times, to be able to 
meet its liabilities as they fall due, and to meet the regulator’s liquidity requirements. 

Interest Rate Risk 
The main interest rate risk arises from differences between interest rate exposures on assets and 
liabilities that form an integral part of the Credit Union’s activities. The Credit Union considers 
interest rates when setting the level of proposed dividends each period. 

Disclosure of information to the auditors 
Each Director has taken steps that they ought to have taken as a Director in order to make 
themselves aware of any relevant audit information and to establish that the Credit Union’s auditors 
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are aware of that information. The Directors confirm that there is no relevant information that they 
know of and of which they know the auditors are unaware. 

Statement of Directors Responsibilities 
The Directors are responsible for preparing the Annual Report and the financial statements in 
accordance with applicable law and regulation. 

Credit Union 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 Credit Union legislation 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 apply them consistently; 

 make judgements and accounting estimates that are reasonable and prudent; 

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

 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. 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. 

Reappointment of auditors 
A resolution for the re-appointment of Ashurst Accountancy Limited as auditors of the Credit 
Union is to be proposed at the forthcoming Annual General Meeting. 

Approved by the Board on 28th February 2020 and signed on its behalf by: 

 

 

A Devon 

 
Director 
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Independent Auditor’s Report to the members of Liverpool Community Credit Union Limited 

 
Opinion 
We have audited the financial statements of Liverpool Community Credit Union Ltd (the “Credit Union”) for the year ended 30th  
September 2020 set out on pages 11 to 26. These are comprised of the Revenue Account, Balance Sheet, Statement of Changes in 
Equity, 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 Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of 
Ireland (United Kingdom Generally Accepted Accounting Practice). 

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. 
 
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 2020 and of its surplus for the year 
then ended; 

 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and 

 have been prepared in accordance with the requirements of the Credit Union Act 1979 and Co-operative and Community 
Benefits 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 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 as 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 company’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 annual 
report, other than the financial statement 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. 
 
Matters on which we are required to report by exception 
In the light of our knowledge and understanding of the Credit Union and its environment obtained in the course of the audit, we have 
not identified material misstatements in the Directors’ Report. 
 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; or 

 a satisfactory system of controls over transactions has not been maintained by the Credit Union in accordance with the 
requirements of the legislation; or 
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 the Revenue Account and Balance Sheet are not in agreement with the books of account of the Credit Union; or 

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

Responsibilities of directors 
As explained more fully in the Director’s Responsibility Statement (set out on page 10), 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 controls as the 
directors determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 
 In preparing the financial statements, the directors are responsible for assessing the Credit Union’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the 
directors either intend to liquidate the Credit Union or to cease operations or have no realistic alternative but to do so. 
 
Auditor’s responsibilities for the audit of the financial statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high 
level of assurance but is not a guarantee that an audit conducted in accordance with ISAs (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 financial statements. 
As part of an audit in accordance with ISAs (UK), we exercise professional judgement and maintain professional scepticism 
throughout the audit. We also: 

 Identify and assess the risks of material misstatement of financial statements, whether due to fraud or error, design and 
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Credit Union’s internal 
control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by the directors. 

 Conclude on the appropriateness of the director’s use of the going concern basis of accounting and, based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on 
the Credit Union’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required 
to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s 
report. However, future events or conditions may cause the Credit Union to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether 
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within 
the Credit Union to express an opinion on the financial statements. We are responsible for the direction, supervision and 
performance of the Credit Union audit. We remain solely responsible for our audit opinion. 
 
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audit. 

 
  
 
Kevin Guy BA FCA (Senior Statutory Auditor)                                       17 Duke Street 
for and behalf of Ashurst Accountancy Ltd                                               Formby, Merseyside  
Accountants and Statutory Auditors                                                           L37 4AN 
28th February 2020 
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REVENUE ACCOUNT FOR THE YEAR ENDED 30TH SEPTEMBER 2020 

 

                                                                                         
Note 2020 2019 

  £ £ 

Loan interest receivable and similar income 3 476,288 483,757 

Interest payable and similar charges 4 (24,960) (18,916) 

Net interest income  451,328 464,841 

Fees and commissions receivable 5 35,065 30,667 

Fees and commissions payable 6 (2,639) (3,560) 

Net fees and commissions  32,426 27,107 

Other operating income 7 - - 

Administrative expenses 8 183,995 194,242 

Depreciation and amortisation 10 10,718 12,224 

Other operating expenses 9 75,221 73,050 

Impairment on loans for bad and doubtful debts  124,188 123,566 

Surplus before tax  89,632 88,866 

Corporation Tax 13 0 0 

Surplus for the financial year  89,632 88,866 

Other comprehensive income  0 0 

Total comprehensive income for the year  89,632 88,866 

 

The notes on pages 16 to 27 form an integral part of these financial statements 
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BALANCE SHEET AS AT 30TH SEPTEMBER 2020 

 Note 2020 2019 

  £ £ 

Assets    

Cash and balances at central banks  2,675,826 2,017,676 

Loans and advances to banks  0 0 

Loans and advances to customers 14 2,208,917 2,479,111 

Other    

Tangible fixed assets 16 76,329 38,538 

Prepayments and accrued income  41,198 25,023 

Total assets  5,002,270 4,560,348 

Liabilities    

Customer accounts 17 3,013,702 2,604,056 

Other liabilities 18 2,323 5,644 

Accruals and deferred income 18 6,643 5,760 

    

Other reserves 17 17,051 11,832 

LCC Fund   144,000 

Capital reserve 20 966,934 1,027,071 

General reserve 19 995,617 761,985 

Total reserves  1,979,602 1,944,888 

Total liabilities  5,002,270 4,560,348 

 

The notes on pages 16 to 27 form an integral part of these financial statements  

 

Approved and authorised by the Board on 28th February 2020 and signed on its behalf by: 

 

 

 

M Wallace                                                                            A Devon  
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30TH SEPTEMBER 2020 

 

 Members  
shares 

Capital and 
other reserves 

General 
reserve 

Total 

 £ £ £ £ 

At 1 October 2019 2,604,056 1,182,903 761,985 4,548,944 

Surplus for the year   89,632 89,632 

Other reserve movements 409,646 (198,918) 144,000 354,728 

At 30 September 2020 3,013,702 983,985 995,617 4,993,304 

 

The notes on pages 16 to 27 form an integral part of these financial statements  
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30TH SEPTEMBER 2020 

 Note 2020 2019 

  £ £ 

Cash flows from operating activities    

Surplus for the year  89,632 88,866 

Depreciation and amortisation  10,718 12,224 

Surplus on disposal of property plant and equipment   0 0 

Corporation tax expense  0 0 

    

Decrease in other receivables and prepayments  254,019 (231,140) 

Increase in trade and other payables  2,781 (14,796) 

    

Cash flows from changes in operating assets & liabilities    

Movement on funds on deposit  409,646 360,092 

Movement on other reserves  (60,137) 0 

Income taxes paid  0 0 

Net cash flow from operating activities    

Cash flow from operating activities    

Acquisitions of property plant and equipment  (48,509) (12,333) 

Net cash flows from investing activities    

Net increase in cash and cash equivalents  658,150 202,913 

Cash and cash equivalents at 1 October 2019  2,017,676 1,814,763 

Cash and cash equivalents at 30 September 2020  2,675,826 2,017,676 

The notes on pages 16 to 27 form an integral part of these financial statements.  
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NOTES TO THE ACCOUNTS 

1 – General Information 

Liverpool Community Credit Union Ltd 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. 

The address of its registered office is: 
Unit 8, Broad Lane, Liverpool, L11 1AD 

2 – Accounting policies 

Summary of significant accounting policies and key accounting estimates 
The principal accounting policies applied in the preparation of these financial statements are set out below. 
These policies have been consistently applied to all the years presented, unless otherwise stated. 

Statement of compliance 
These financial statements were prepared in accordance with Financial Reporting Standard 102 ‘The 
Financial Reporting Standard applicable in the UK and Republic of Ireland’. 

Basis of preparation 
These financial statements have been prepared using the historical cost convention except that as disclosed in 
the accounting policies certain items are shown at fair value. The accounts are presented in UK Sterling and 
rounded to the nearest pound. 

Key sources of estimation uncertainty 
Impairment of Financial Assets: The Credit Union assess 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. 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 
he expected cash flows. 

Grants 
Grants are credited to deferred income. Grants for capital expenditure are released to the Revenue Account 
over the expected useful life of the asset. Grants for revenue expenditure are released to the Revenue 
Account as the expenditure is incurred. 

Finance income and costs policy 
Interest receivable on loans to members and banks interest is recognised using the effective interest rate basis 
and is calculated and accrued daily. 
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NOTES TO THE ACCOUNTS (continued) 

Tax 
The tax expense for the period comprises current tax. Tax is recognised in profit or loss, 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. The current income tax charge is calculated on the basis of tax rates, 
and laws, that have been enacted or substantially enacted by the reporting date in the countries where the 
company operates and generates taxable income. 

Tangible fixed assets 
Tangible fixed assets is stated in the statement of financial position at cost, less any subsequent accumulated 
depreciation and subsequent accumulated impairment losses. The cost of tangible fixed assets includes 
directly attributable incremental costs incurred in their acquisition and installation. 

Depreciation 
Depreciation is charged so as to write off the cost of assets, other than land and properties under construction 
over their estimated useful lives, as follows: 

Asset class     Depreciation method & rate 
Office Refurbishments    15% reducing balance method 
Computer equipment    25% straight line 
Fixtures and fittings    25% reducing balance method 

 

Cash and cash equivalents 
Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid 
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of 
change in value. 

Financial instruments 
Classification: Loans to members are a debt instrument measured at amortised cost using the effective 
interest rate. 

Recognition and measurement 
Loans to members are financial assets which 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 rate method. Loans are derecognised when the rights to receive cash flows from the asset 
have expired, usually when all amounts outstanding have been repaid by the member. 

Impairment 

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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NOTES TO THE ACCOUNTS (continued) 

3 – Interest receivable and similar income 

 2020 2019 

 £ £ 

Interest income on loans 476,288 483,757 

Interest income on bank deposits 0 0 

Total 476,288 483,757 

 

4 – Interest payable and similar charges 
As non-deferred shares are classed as a liability the dividend on these shares is classed as interest for 
accounting purposes under FRS 102 

 2020 2019 

 £ £ 

Ordinary share dividend 24,960 18,916 

   

Total distribution to customers 24,960 18,916 

 
The distributions on member’s shares represents distributions paid in the year which were approved at the last Annual 
General Meeting. The dividend rates approved at the previous AGM were: 

 2020 2019 

 % % 

Juvenile dividend 1 0 

Ordinary member dividend 1 0 

 
At the forthcoming Annual General Meeting the Directors will propose the following dividends based on the results for 
the current year. If approved this dividend will be included in next year’s financial accounts once it has been paid. 

 2020 2019 

 % % 

Proposed dividend on juvenile shares 1 1 

Proposed dividend on ordinary shares 1 1 

 

5 – Fees and commissions receivable 

 2020 2019 

 £ £ 

Insurance contributions 28,950 29,385 

Entrance & dormancy fees 574 1,014 

Fees and commissions receivable 5,541 268 

Total Fees 35,065 30,667 
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NOTES TO THE ACCOUNTS (continued)   

   

6 – Fee and commissions payable 

 2020 2019 

 £ £ 

Bank charges 2,639 3,560 

   

7 – Other operating income 

 2020 2019 

 £ £ 

Other income 0 0 

 

8 – Administrative expenses 

 2020 2019 

 £ £ 

Employee expense 132,253 132,414 

Auditors remuneration 5,760 5,760 

Member communication and advertising 34,345 41,782 

Legal, professional and credit costs 11,637 14,286 

Other admin costs   

Administrative expenses 183,995 194,242 

 

 

9 – Other operating expenses 

 2020 2019 

 £ £ 

Regulatory costs 41,281 40,192 

Office costs 33,940 32,858 

Other operating expenses 75,221 73,050 
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NOTES TO THE ACCOUNTS (continued) 

 

10 – Operating surplus (arrived at after charging / (crediting) 

 2020 2019 

 £ £ 

Depreciation expense 10,718 12,224 

 

11 – Staff costs 

 

The aggregate remuneration (including key management remuneration) is as follows: 

 2020 2019 

 £ £ 

Wages and salaries 129,239 128,383 

Social security costs 3,014 4,031 

Total 132,253 132,414 

   

The number of persons employed by the Credit Union (including key management during the year, analysed by 
category was as follows): 

 2020 2019 

 £ £ 

Directors 2 2 

Administration and support 8 9 

 

 

12 – Auditors’ remuneration 

 2020 2019 

 £ £ 

Audit of the financial statements 5,760 5,760 

Other fees to auditors   

All other assurance services 0 0 

All other non-audit services 0 0 
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NOTES TO THE ACCOUNTS (continued) 

 

13 – Corporation tax (Tax charged / (credited) in the revenue account) 

 2020 2019 

 £ £ 

Current taxation   

UK corporation tax 0 0 

The tax on profits before tax for the year is the same as the standard rate of corporation tax in the UK (2018 – the same 
as the standard rate of corporation tax in the UK) of 19% (2017 – 20%) 

 2020 2019 

 £ £ 

(Deficit) / Surplus before tax 89,632 88,866 

Corporation tax at standard rate 17,030 16,885 

Effect of revenues exempt from taxation 17,030 16,885 

Total tax charge 0 0 

 

14 – Loans and advances to customers 

 2020 2019 

 £ £ 

Loan movement in the period   

Opening balance 2,479,111 2,253,964 

Interest accrued on loans during period 476,288 483,757 

Loans advanced during the period 4,301,575 4,473,098 

Repayments received during the period (4,553,054) (4,290,830) 

Loans derecognised (30,787) (70,063) 

 2,673,133 2,849,926 

Loan impairment (464,216) (370,815) 

 2,208,917 2,479,111 

Loan repayments   

Loan impairment (464,216) (370,815) 

 2,208,917 2,479,111 

Classification of loans   

Loans to individual members 2,208,917 2,479,111 
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NOTES TO THE ACCOUNTS (continued) 

 

15 – Loan Impairment 

 
 Doubtful 

debt 
provision 

Total 
provision 

  £ £ 

Opening impairment   370,815 370,815 

Charge to Revenue Account  93,401 93,401 

Derecognised    

Bad debt recovered  0 0 

Closing provision  464,216 464,216 

    

Under Financial Reporting Standard 102 (FRS 102), the criteria for writing off a loan is different from the Board 
writing off the loan for internal purposes. As a result, for the financial statements loans written off by the Board that do 
not meet the criteria in FRS 102 for being written off are moved into the Provision for Written Off Debts. There is no 
net effect on the surplus or net assets of the Credit Union from this reallocation. 

 

16 – Tangible fixed assets 

 
Office 

refurbishment 
 

Furniture 
fittings 

and equipment 

Total 
 

  £ £ 

Cost or valuation    

At 1 October 2019 29,943 85,179 115,122 

Additions 0 48,509 48,509 

At 30 September 2020 29,943 133,688 163,631 

Depreciation    

At 1 October 2019 25,966 50,617 76,583 

Charge for the year 597 10,121 10,718 

At 30 September 2020 26,563 60,738 87,301 

Carrying amount    

At 30 September 2019 3,977 34,561                      38,538 

At 30 September 2020 3,380 72,949 76,329 
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NOTES TO THE ACCOUNTS (continued) 

 

17 – Customer accounts 

 

 2020 2019 

 £ £ 

Customer balance movement in the period   

Opening balance 2,604,056 2,243,964 

Deposited during the period 4,628,411 4,761,571 

Withdrawn during the period (4,218,765) (4,401,479) 

   

 3,013,702 2,604,056 

Classification of Customer balances   

Individual member shares 3,013,702 2,604,056 

Interest bearing shares   

   

 3,013,702 2,604,056 

Juvenile deposits 17,051 11,832 

 

 
  

 

18 – Other liabilities 

 2020 2019 

 £ £ 

Due within one year   

Accrued expenses 6,643 5,760 

Taxation and social security 2,323 5,644 

 8,966 11,404 
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NOTES TO THE ACCOUNTS (continued) 

 

19 – Reserves 

 

General Reserve 
The general reserve represents the base capital of the Credit Union and is the retained surpluses and deficits which have 
not been allocated to another specific reserve. 

Appropriate Reserve 
The appropriation reserve represents funds allocated by the Board for the future payment of dividends. 

Growth Fund Reserve 
The growth fund reserve represents surpluses and deficits on growth fund activities, including unused growth fund 
funding, which must be used for future growth fund activities. 

 

20 – Capital 

Liverpool Community Credit Union Ltd classes all of its reserves as capital. The Credit Union manages its reserves 
through its financial and budgeting policies and procedures. The Prudential Regulation Authority sets out requirements 
for the capital ratio that the Credit Union must maintain. The ratio is calculated after proposed dividends. The Credit 
Union’s compliance with the ratio at the year end is set out below: 

 2020 2019 

 % % 

Regulatory Requirement   

Minimum capital to asset ratio 10 10 

Risk Adjusted Capital Ratio 10 10 

   

Actual Capital to Asset Ratio 17 17 
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NOTES TO THE ACCOUNTS (continued) 

 

21 – Financial Risk Management 

Liverpool Community Credit Union Ltd manages its shares and loans so that it earns income from the margin between 
interest receivable and interest payable (including dividends paid). The main financial risks arising from the activities of 
Liverpool Community Credit Union Ltd are credit risk, liquidity risk and market risk. The Board reviews and agrees 
policies for managing each of these risks which are summarised below. 

 

Credit Risk 
Credit risk is the risk that a borrower will default on their contractual obligations relating to repayment to Liverpool 
Community Credit Union Ltd, resulting in financial loss to the Credit Union. In order to manage the risk the Board 
approves the lending policy of Liverpool Community Credit Union Ltd 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 the likelihood of repayment has changed. The Credit Union also monitors its banking 
arrangement for Credit Risk. 

 

Liquidity Risk 
The policy of Liverpool Community Credit Union Ltd is to maintain sufficient funds in liquid form at time to ensure 
that it can meet its liabilities as they fall due and meet the liquidity ratios set by the regulators. The objective of the 
policy is to provide a degree of protection against any unexpected developments that may arise. 

 

Market Risk 
Market risk generally comprises of interest rate risk, currency risk and other price risk. The main risks impacting the 
Credit Union are set out below. 

 

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

 
Foreign Currency Risk 
All transactions are carried out in sterling and therefore the Credit Union is not exposed to any form of foreign currency 
risk. 

 
Other price risk 
The Credit Union does not hold any listed investments 
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NOTES TO THE ACCOUNTS (continued) 

 

22 – Credit Risk Disclosure 

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 following table provides information on the credit quality of loan repayments. Loans are unsecured. Where 
loans are not impaired it is expected that the amounts repayable will be received in full. 
 
 
 2020 2019 
 
 £ £ 
 
Not impaired 1,760,377 1,933,666 
 
Impaired:  
Up to three months past due 411,047 511,253 
Between three and six months past due 41,595 33,165 
Between six months and one year past due 86,437 92,618 
Over one year past due 373,677 279,524 
 
Less impairment allowance (464,216) (371,115) 
 
Total carrying value 2,208,917 2,479,111 
 
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 Committee of Management 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’s 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. 
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NOTES TO THE ACCOUNTS (continued) 

   

23 – Interest Rate Disclosure 

The following table shows the interest received during the year dividend by the closing loan balance and the dividend 
paid during the year divided by the closing share balance: 

 2020 
Amount 

 

2020 
Rates received 

in year 

2019 
Amount 

 

2019 
Rates received 

in year 

 £ % £ % 

Financial assets     

Loans to members 2,208,917 2 2,208,917 2 

     

 

 

24 – Commitments 

Capital commitments 
The total amount contracted for but not provided in the financial statements was £Nil (2016 - £Nil). 

25 – Contingent liabilities 

 
The Credit Union participates in the Financial Services Compensation Scheme (FSCS) which provides protection for its 
members up to the level of protection offered by the FSCS. As a result of the Credit Union participation, it has a 
contingent liability, which cannot be quantified in respect of future contributions to the FSCS, as required by the 
Financial Services and Markets Act 2000. 

 

26 – Related party transactions 

Key management personnel 
The Credit Union classes Directors and members of the Senior Management team as Key Management. 

 

 2020 2019 

 £ £ 

Key management compensation   

Salaries and other short-term employee benefits 38,019 34,211 

 

Summary of transactions with key management 
Loans to key management are issued on standard terms and conditions. At the year end £6,774 (2019 £6,400) was owed 
by Key Management and their close family in loans to the Credit Union. At the year end Key Management and their 
close family held £9,684 in shares in the Credit Union. 


