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Leek United Home Loans Limited

Directors’ Report for the year ended 31 December 2018

The directors present their annual report and the audited financial statements of the company for the year ended 31
December 2018.

Principal activities
The principal activities of the company are to hold and collect debts secured on residential property and land.
Review of the business and future developments

At 31 December 2018 the company was a direct wholly owned subsidiary of Leek United Building Society.

The company forms part of the Leek United Building Society Group. Management monitor the key performance
indicators at a Group level, therefore it is on this basis that they have been discussed in the Leek United Building Society
Annual Report and Accounts and not in the individual company financial statements.

At 31 December 2018 the amount due to Leek United Building Society was £41,464 (2017: £47,438).
The directors do not expect any material change in the trading activities of the company in the foreseeable future.

The only material risk faced by Leek United Home Loans Limited is credit risk arising from its mortgage book. The
management of the risk is covered in more detail in note 15.

Having fully considered the financial strength of the company and the current financial market, the directors are satisfied
the company has adequate resources to continue in business for the foreseeable future. For this reason, they continue
to adopt the going concern basis in preparing the accounts.

Registered number: 2277333
Results and dividends
The company'’s loss for the financial year is £434 (2017: £3,010 loss).

No dividend was paid in the year ended 31 December 2018 (2017: No dividend paid).

Directors

The directors who were in office during the year and up to the date of signing the financial statements were:

R Court - Chair
A Healy (from 3 December 2018)
K Wilson (retired 3@ December 2018)



Leek United Home Loans Limited

Directors’ Report for the year ended 31 December 2018 (continued)

Directors’ Interests

No director has any beneficial interest in the share capital of the company, all of which is owned by Leek United Building
Saociety. None of the directors is or had an interest during the year in any contracts with the company.

All of the directors are directors of Leek United Building Society and their interests are shown in the annual accounts of
the Society.

General Information

Leek United Home Loans Limited has a legacy portfolio of residential, interest only mortgages. The Company’s book is
closed to new customers.

Creditor payment policy

For all trade creditors it is the company’s policy to agree the terms of payment at the start of trading with that supplier
and to pay in accordance with its contractual and other legal obligations.

Qualifying Indemnity Provision

As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a qualifying third
party indemnity provision as defined by Section 23A of the Companies Act 2006. The indemnity was in force throughout
the last financial year and is currently in force. The parent undertaking also purchased and maintained throughout the
financial year Directors’ and Officers’ liability insurance in respect of the company and its Directors.

Exemptions for Qualifying Entities

The company has chosen to take advantage of certain exemptions available to small companies under FRS102. These
are detailed in note 2, summary of significant accounting policies.

Independent Auditors

The current External Auditor is KPMG LLP who were appointed in April 2017. A resolution to reappoint KPMG LLP as
auditors to the company will be proposed at the Annual General Meeting of the parent company in April 2019.

Post Balance Sheet Events

The directors consider that there have been no events since the year end that have an important effect on the position
of the company.

By order of the board

-

AHEALY
Director

24 May 2019



Leek United Home Loans Limited

Statement of Directors’ Responsibilities in respect of the Directors’ Report and
the Financial Statements

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with applicable law and section 1A of FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (UK Generally Accepted Accounting Practice applicabte
to Smaller Entities).

Under company law 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 company and of the profit or loss of the company for that period. In
preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

o assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern,; and

e use the going concern basis of accounting unless they either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so. :

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are responsible 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, and have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.

On behalf of the board

-

HEAL
Director

24 May 2019



Leek United Home Loans Limited

Independent Auditor’s Report to the Members of Leek United Home Loans
Limited

Opinion

We have audited the financial statements of Leek United Home Loans Limited (“the company”) for the year ended 31
December 2018 which comprise the Statement of income and retained earnings, Statement of Financial Position and
related notes including the accounting policies in note 1.

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its loss for the year
then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland; and-

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of
the company in accordance with, UK ethical requirements including the FRC Ethical Standard, and the provisions
available for small entities, in the circumstances set out in note 1 to the financial statements We believe that the audit
evidence we have obtained is a sufficient and appropriate basis for our opinion.

Other matter — Brexit

The impact of uncertainties due to the UK exiting the European Union on our audit

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial statements. All
audits assess and challenge the reasonableness of estimates made by the directors, such as recoverability of loans
and advances to customers and related disclosure and the appropriateness of the going concern basis of preparation
of the financial statements. All of these depend on assessments of the future economic environment and the company’s
future prospects and performance.

Brexit is one of the most significant economic events for the UK, and at the date of this report its effects are subject to
unprecedented levels of uncertainty of outcomes, with the full range of possible effects unknown. We applied a
standardised firm-wide approach in response to the uncertainty when assessing the company’s future prospects and
performance. However, no audit should be expected to predict the unknowable factors or all possible future implications
for a company and this is particularly the case in relation to Brexit.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
company or to cease operations, and as they have concluded that the company’s financial position means that this is
realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt over
its ability to continue as a going concern for at least a year from the date of approval of the financial statements (“the
going concern period”).

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least a year from the date of approval of the financial statements. In our evaluation of the directors
conclusions, we considered the inherent risks to the company’s business mode!, including the impact of Brexit, and
analysed how those risks might affect the company'’s financial resourced or ability to continue operations over the going
concern period. We have nothing to report in these respects.
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However as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are
inconsistent with judgements that were reasonable at the time they were made, the absence of reference to material
uncertainty in this auditor's report is not a guarantee that the company will continue in operation.

Directors’ report

The directors are responsible for the directors’ report. Our opinion on the financial statements does not cover that report
and we do not express an audit opinion thereon.

Our responsibility is to read the directors’ report and, in doing so, consider whether, based on our financial statements
audit work, the information therein is materially misstated or inconsistent with. the financial statements or our audit
knowledge. Based solely on that work:

¢ we have not identified material misstatements in the strategic report and the directors’ report;

¢ in our opinion the information given in those reports for the financial year is consistent with the financial statements;
and

e in our opinion that report has been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or
e certain disclosure of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit

o the directors were not entitied to prepare the financial statements in accordance with the small companies’ regime
and take advantage of the small companies’ exemption in preparing the directors report and take advantage of the
small companies exemption form the requirement to prepare a strategic report.

We have nothing to report in these respects.
Directors’ responsibilities

As explained more fully in their statement set out on page 5, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; 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; assessing the company’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 they either intend to liquidate the company
or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor's report. Reasonable
assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC'’s website at www.frc.orq.uk/auditorsrespohsibilities.

The purpose of our audit work and to whom we owe our responsibilities



This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’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 company and the company’s members, as
a body, for our audit work, for this report, or for the opinions we have formed.

AR LS. s

Jessica Katsouris (Senior Statutory Auditor)

For and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

1 St. Peter's Square,

Manchester,

M2 3AE

24/05/2019



Leek United Home Loans Limited

Statement of Comprehensive Income for the year ended 31 December 2018

Turnover

Gross profit

Administrative expenses

(Loss)/Profit on ordinary activities before tax
Tax on profit on ordinary activities

(Loss)/Profit for the financial year

Retained earnings at 1 January
Profit for the financial year
Dividends paid

Retained earnings at 31 December

Note

2018 2017
£ £

2,567 3,621
2,567 3,621
©(3,001) (6,631)
(434) (3,010)
(434) (3.010)
78,737 81,747
(434) (3,010)
78,303 78,737




Leek United Home Loans Limited

Statement of Financial Position as at 31 December 2018

Note 2018 2017
2 . £ £

Current assets: '
Cash at bank and in hand 76,665 . 76,050
Loans and advances to customers 6 46,202 56,825
122,867 132,875
Creditors: amounts falling due within one year 7 (44,464) (54,038)
Total assets less current liabilities 78,403 78,837

Capital and reserves:

Called up share capital 8 . 100 100
Profit and loss account 9 78,303 78,737
Total equity shareholders’ funds 10 78,403 78,837

The accounts on pages 9 to 21 were approved by the board of directors on 24 May 2019 and signed on its behalf by:

-

A HEALY
Director

Registered Number: 2277333
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Leek United Home Loans Limited

Notes to the Accounts — for the year ended 31 December 2018
1. General information

Leek United Home Loans Limited is a wholly owned subsidiary of Leek United Building Society. It holds and
collects debts secured on residential property and land.

The company is a private company limited by shares and is incorporated in England. The address of its
registered office is 50 St Edward Street, Leek, Staffordshire, ST13 5DL.

2, Summary of significant accounting policies
Basis of preparation

These financial statements are prepared on a going concern basis under the historical cost convention, and in
accordance with the Companies Act 2006 and UK Accounting Standards, comprising Financial Reporting
Standard 102, the Financial Reporting Standard applicable in the UK and the Republic of Ireland (“FRS 102"),
and are included in the consolidated financial statements of Leek United Building Society.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the company's
accounting policies. There were no areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements. '

The company has chosen to adopt the recognition and measurement provisions of IAS 39 - Financial
Instruments: Recognition and Measurement, and disclosure requirements of section 11 and 12 of FRS 102 in
respect of Financial Instruments.

Exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have been
complied with, including notification of and no objection to, the use of exemptions by the company’s
shareholders.

The company has taken advantage of the following exemption:

o from preparing a statement of cash flows, on the basis that it is a qualifying entity and the consolidated
statement of cash flows, included in the parent society’s financial statements, includes the company’s
cash flows.

e disclosing other related party transactions as they are with other companies that are wholly owned
within the Group.

The directors have adapted the arrangement of certain headings in the profit and loss account to reflect more
effectively and more accurately the nature of the company’s activities. In particular turnover represents interest
receivable. '

The principal accounting policies, which have been consistently applied, are set out beiow.

11



Leek United Home Loans Limited
Notes to the Accounts — for the year ended 31 December 2018 (continued)

2. Summary of significant accounting policies (continued)
Turnover -

Turnover represents interest income and expense in respect of all Financial Assets which is credited to the
income and expenditure account as it becomes receivable with the exception of certain fees and costs that are
recognised on an effective interest rate basis. The effect of the policy is to spread the impact of relevant costs
and fees directly attributable and incremental to setting up the loan, over the effective life of the mortgage.

Taxation

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years. Tax
is calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the period
end.

Management periodically evaluates positions taken in tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities. .

Deferred tax is recognised-providing for temporary differences between the carrying amount of certain assets
and liabilities for accounting purposes and for taxation purposes. Deferred tax is provided using tax rates
enacted or substantively enacted at the statement. of financial position date, depending on the date at which
they are expected to reverse. FRS 102 prohibits discounting of deferred tax.

Impairment of loans and advance to customers

Individual assessments are made of all mortgage loans that are three months or greater in arrears, in
possession, or where there is specific concern about the realisation of the underlying collateral and where there
is objective evidence that all cash flows will not be received. Based upon these assessments, an individual
impairment reduction of these assets is made. In addition, a collective impairment reduction is made against
those loans and advances to customers where objective evidence, including forbearance measures, indicates
that it is likely that losses may ultimately be realised. The impairment value is calculated by applying various
factors to each loan. These factors take into account the Group’s expectation of default and delinquency rate,
loss emergence periods, regional house price movements, any discount which may be needed against the value
of the property thought necessary to achieve a sale, selling costs and any potential recovery of MIG.

Any increases or decreases in projected impairment losses are recognised through the Income Statement. if a
loan is ultimately uncollectable, then any loss incurred by the Group on extinguishing the debt is written off
against the allowance for loan impairment. Any subsequent recoveries of amounts previously written off are
recognised through the Income Statement.

Forbearance strategy

A range of forbearance options are available to support customers who are in financial difficulty, the purpose of
which is to support customers who have temporary difficulties to get back on their feet. The main options offered
are

Reduced monthly payment including interest only concession

An arrangement to clear outstanding arrears

Payment holiday A

Extension of mortgage term

Transfer to a new product which could help to reduce monthly payments and, as a last resort
Capitalisation of arrears

Customers requesting a forbearance option will need to provide information to support the request which is
likely to include the completion of an Income and Expenditure Questionnaire, bank statements and payslips

12



Leek United Home Loans Limited
Notes to the Accounts - for the year ended 31 December 2018 (continued)
2. Summary of significant accounting policies (continued)

in order that the request can be properly assessed. If the forbearance request is granted the account is
monitored in accordance with our policy and procedures.

3. Directors’ Emoluments

None of the directors received any remuneration or pension entittements for services to the company during the
year (2017: nil). K Wilson receives salary and pension entitlements as a factor of his employment by Leek United
Building Society. R Court receives fees for the provision of her services as a factor of her Non-Executive Director
role in Leek United Building Society. She does not receive any other benefits or pension entitlement.

The company has no employees (2017: none).

4. Administrative Expenses | 2018 2017
£ £

Audit fees payable to the company's auditors 3,000 6,600

Other management costs . ‘ 1 31

3,001 6,631

5.  Tax on profit on ordinary activities 2018 2017
‘ £ £

United Kingdom corporation tax at 19% (2017: 19.25%) _

Current tax - -

There are no items giving rise to deferred tax.
Factors affecting the current tax charge in the year

There is no tax charge for the year ended 31 December 2018 due to the company reporting a loss for the
financial year. The trading loss of £434 has been surrendered to the parent company in order to obtain group
relief.

13



Leek United Home Loans Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

5. Tax on profit on ordinary activities (continued)

The differences are explained below:

2018 2017

£ £

Profit on ordinary activities before tax (434) (3,010)
Tax on profit at UK standard rate of tax 19% (2017: 19.75%) (86) (594)
Surrendered for group relief 86 594
Total current tax charge - -

6. Loans and Advances to Customers

Loans and advances to customers represent -advances secured on residential property and other advances

secured on Jand and are repayable from the balance sheet date as follows:

2018 2017

£ £

Repayable within one year 2,493 2,489
Repayable in more than one year 43,709 54,356
46,202 56,825

The advances are in general for a period of 5 to 25 years, are payable in full at the end of that period and may
be redeemed at any time at the option of the borrower. The above analysis may not reflect actual experience
of repayments since many mortgage loans are repaid early. At 31 December 2018 there are no loans which
with an LTV in excess of 20%. Consequently there are no provisions for losses on loans and advances (2017:

£Nil).
7. Creditors: amounts falling due within one year ' 2018 2017
£ £
Corporation tax B - -
Accruals and deferred income o 3,000 6,600
Amount due to parent undertaking , 41,464 47,438
. 44,464 54,038

Amounts due to the parent undertaking are interest free and repayable on demand.

14



Leek United Home Loans _Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

9.

10.

11.

12.

13.

14.

Called up share capital - ‘ ‘ : 2018 2017
' £ £
Authorised, allotted, called up and fully paid 100 Ordinary shares o )
(2017:100) of £1 each . 100 - 100
Profit and loss account » ' 2018 2017
£ £
At 1 January o 78,737 81,747
(Loss)/Profit for the financial year S (439 (3,010)
Dividend paid » -
At 31 December o 78,303 78,737
Reconciliation of movements in equity shareholders’ funds 2018 2017
£ £
Total shareholders’ funds at 1 January 78,737 81,847
Profit for the financial year. (434) (3,010)
Dividend paid -
Total shareholders’ funds at 31 December 78,403 78,837

Capital commitments

There is no capital expenditure which has been contracted for that has not been provided for in the financial
statements (2017: £Nil).

'Related party transactions

The company is exempt from disclosing other related party transactions as they are with other companies that
are wholly owned within the Group.

Controlling party

The controlling party is Leek United Building Society which is registered in England and Wales under the
Building Societies Act 1986. It is the parent undertaking of both the largest and the smallest groups of
undertakings to consolidate these financial statements at 31 December 2018.

The Report and Accounts of the ultimate parent undertaking may be obtained from the Secretary at 50 St
Edward Street, Leek, Staffordshire, ST13 5DL.

Financial Instruments

A financial instrument is a contract which gives rise to a financial asset of one entity and a financial liability or
an equity instrument of another entity. The company is a retailer of financial instruments in the form of mortgage
products and invests its liquid asset balances with retail banks.

15



Leek United Home Loans Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

14.

Financial iInstruments (continued)

The following table sets out a summary of terms and conditions and accounting policies of financial instruments.

Financial Instrument

Terms and Conditions

Accounting policy

Cash at bank and in
hand

Variable interest rates
Short term maturity

Financial assets and liabilities at

amortised cost
Accounted for at settlement date

Loans and advances

Secured on residential property

Loans and receivables at amortised

to customers cost

Standard contractual term of 25 years -
Accounted for at settlement date

Variable interest rate

Financial assets and liabilities are measured on an ongoing basis at amortised cost. The carrying value of the
financial instruments is equal to their fair value. The tables below analyses the company's assets and liabilities
by category under IAS 39. '

Carrying values as at 31 December Loans and Financial assets Total.
2018 receivables and liabilities at
amortised cost

£ £ £
Financial Assets
Cash at bank and in hand - 76,665 76,665
Loans and advances to customers 46,202 - 46,202
Total Financial Assets 46,202 76,665 122,867
Total Non Financial Assets , ' : -
Total Net Assets 122,867
Financial Liabilities
Total Non Financial Liabilities 44,464
Equity Shareholders’ Funds 78,403
Total Group Reserves and 122,867
Liabilities

16




Leek United Home Loans Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

14.

15.

Financial Instruments (continued)

Carrying values as at 31 December Loans and Financial assets Total
2017 ' receivables and liabilities at
amortised cost

£ £ £
Financial Assets
Cash at bank and in hand - 76,050 76,050
Loans and advances to customers 56,825 - 56,825
Total Financial Assets 56,826 76,050 132,875
Total Non Financial Assets -
Total Net Assets 132,875
Financial Liabilities
Total Non Financial Liabilities 54,038
Equity Shareholders’ Funds 78,837
Total Group Reserves and Liabilities 132,875

Risk Management

Management of the company'’s risk is performed by the parent society at a consolidated Group level, primarily
as the company itself is taking little direct risk. The Group has a formal structure for managing risk, including
established risk limits, reporting lines, mandates and other contro! procedures. This structure is reviewed
regularly by the parent society’s board, which is charged with the responsibility for managing and controlling the
balance sheet exposures and the use of financial instruments for risk management purposes.

The parent society’s Board Risk Committee (BRC) is supported by the Risk Oversight Committee (ROC), the
Asset and Liability Committee (ALCO) and the Credit Committee (CC).

ROC'’s main responsibility is to assess the management of operational, credit and conduct risk together with
legal and regulatory risk across the Group. Responsibilities of the ROC also include ensuring the detailed
application of the risk management framework and the development of key risk policies and indicators.

ALCO supervises the Group’s treasury and financial risk management activities and advises and supports the
Finance Director in carrying out his responsibilities, including the identification, management and control of the
balance sheet risks and the overview and monitoring of relevant risk control frameworks. Management of
market, liquidity and funding, and strategic risk has been delegated to the ALCO.

Credit risk

Credit risk is the risk that the company incurs a financial loss arising from the failure of a customer or
counterparty. It is managed by the parent society at a Group level. The company'’s loan book is closed to

17



Leek United Home Loans Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

15.

Risk Management (continued)

new applications. The company’s liquid assets represent curreht and deposit accounts with banks with high
credit rating criteria which comply with the parent Society's Treasury policies.

The company’s maximum credit risk exposure is detailed in the table below.

2018 2017

£ £

Cash at bank and in hand : 76,665 76,050
Loans and advances to customers 46,202 56,825
Total 122,867 132,875

All values are stated at balance sheet amounts.

a) Cash at bank and in hand

All of the company’s liquid assets at both 31st December 2018 and 31st December 2017 were held in current
and deposit accounts at banks which meet the criteria set by the parent Society's BRC. All assets were held
with UK-based banks and there are no related impairment charges.

b) Loans and advances to customers

The company'’s loan book is closed to new applications. For existing customers who already have mortgages
with the company, ongoing creditworthiness of customers is determined through close monitoring of mortgage
accounts, based upon their ability to fully meet their mortgage obligations.

Credit risk management information is comprehensive and is circulated to the parent society's MRC on a
monthly basis to ensure that the portfolio remains within the Group’s risk appetite. It is the Group’s policy to
ensure good customer outcomes and lend responsibly by ensuring at the outset that the customer can meet the
mortgage repayments. This is achieved by obtaining specific information from the customer concerning income
and expenditure but also external credit reference agency data. The company does not have any exposure to
the sub-prime market. The maximum credit risk exposure is disclosed in the table above. Loans and advances
to customers comprise retail residential loans fully secured against UK property of £46k (2017: £57k). The
company operates throughout the United Kingdom. An analysis of the company’s geographical concentration
is shown in the table below.

Geographic Region 2018 - 2018 2017 2017

£ % £ %
North - - 5,963 10%
Outer South East ' 23,348 51% 23,349 41%
Yorkshire & Humberside . - - - -
Wales and Northern Ireland 22,854 - 49% 27,513 49%
Total 46,202 100% 56,825 100%
Retail loans

The average loan to value (LTV) is the mean LTV for the portfolio. Each individual LTV is calculated by
comparing the value of the mortgage loan to the value of collateral held adjusted by a house price index:

18



Leek United Homé Loans Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

15.

Risk Management (continued)
The average LTV is 11% (2017: 9%). Aliloans have an LTV below 14.5% at 31 December 2018 (2017: 19%).

The quality of the company’s retail mortgage book is reflected in the fact that there are no accounts in arrears
at 31 December 2018 (2017: no accounts in arrears). The main factor for loans moving into arrears tends to be
the condition of the general economic environment.

The table below provides information on retail loans by payment due status.

2018 2018 2017 2017
£ % £ %
Arrears Analysis
Not impaired
Neither past due or impaired 46202 . 100% 56,825  100%
Impaired
Past due 6 to 12 months . - - -
Total 46,202 100% 56,825 100%
2018 2018 2017 2017
Indexed Unindexed Indexed Unindexed
£ £ £ £
Value of Collateral Held
im"éziitrgzr past due or 441144 113,500 620,371 173,500
Past due over three ) _ ) )
months and impaired

The collateral consists of residential property. Collateral values are adjusted by the Nationwide price index to
derive the indexed valuation at 31 December. This takes into account regional data across 13 regions of the
UK. The company uses the index to update the property values of its residential portfolio on a quarterly basis.

The status ‘past due over three months and impaired’ includes assets where an individual provision has been
allocated where appropriate. The amount included is the entire loan amount rather than just the overdue
amount.

The loan book is comprised entirely of residential interest only loans.
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Leek United Home Loans Limited

Notes to the Accounts — for the year ended 31 December 2018 (continued)

15.

Risk Management (continued)

Arrangement payment plans are agreed to enable customers to reduce their arrears balances by an agreed
amount per month which is paid in addition to their standard monthly repayment.

Loan terms can be extended to allow customers additional time to fully repay their loans.

Capitalisations occur where arrears are added to the capital balance outstanding for the purposes of re-
structuring the loan, allowing the customer to repay the arrears over the remaining term of the loan.

All forbearance arrangements are formally discussed and agreed with the customer. By offering customers in
financial difficulty the option of forbearance, the company potentially exposes itself to an increased level of risk
through prolonging the period of non-contractual payment and/or potentlally placing the customer into a
detrimental position at the end of the forbearance period.

All forbearance arrangements are reviewed and monitored on a monthly basis to assess the ongoing potential
risk, suitability and. sustainability to the company. The level and different types of forbearance activity are
reported to the parent society’s MRC on a monthly basis. There were no cases in-forbearance at 31 December
2018 or 31 December 2017.

Liquidity risk

Liquidity risk is the risk that the company is unable to meet its financial obligations as they become due, resulting
in an inability to support normal business activity or a failure to meet liquidity regulatory requirements.

Stress tests are undertaken by the parent society on a Group basis to measure the Group's ability to meet
adverse cash flows on a regular basis. This activity is overseen by the parent society’s Asset and Liability
Committee.
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15.

Risk Management (continued)

The table below analyses the company’s assets and liabilities into relevant maturity groupings, based on the
remaining period to contractual maturity on an undiscounted basis at the statement of financial position date.
This is not representative of the company’s management of liquidity. Loans and advances to customers rarely
run their full course. The actual repayment profile is likely to be significantly different from that shown in the
analysis. For example most mortgages have a contractual maturity of around 25 years but are generally repaid

much sooner.

Residual maturity as at 31
December 2018

Financial Assets

Cash at bank and in hand
Loans and advances to
customers

Total assets

Non Financial Liabilities
Other liabilities
Equity Shareholders’ Funds

Total Liabilities and Reserves

Net Liquidity Gap

More than  More than
three one year More
Not more  months but but not than
On than three less than more than five Non
demand months one year five years years Cash Total
£ £ £ £ £ £ £
-

76,665 - - - - - 76,665
- 623 1,869 11,444 32,266 - 46,202
76,665 623 1,869 11,444 32,266 - 122,867
- - - - - 44,464 44,464
- - - - - 78,403 78,403
- - - - - 122,867 122,867
76,665 623 1,869 11,444 32,266 (122,867) -
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15.

Risk Management (continued)

More than More than
Not more three one year More
than months but but not than
On three less than more than five Non
demand months one year five years years Cash Total
£ £ £ £ £ £ £
Residual maturity as at 31
December 2017
Financial Assets
Cash at bank and in hand 76,050 - - - - - 76,050
Loans and advances to
customers - 617 1,852 11,643 42,813 - 56,825
Total assets 76,050 617 1,852 11,543 42,813 - 132,875
"Non Financial Liabilities

Other liabilities ‘ - - - - - 54,038 54,038
Eauitv Shareholders' Funds - - - - - 78.837 78.837
Total Liabilities and Reserves - - - - - 132,875 132,875
Net Liquidity Gap 76,050 617 1,852 11,543 42,813 (132,875) -

There are no gross contractual cash flows payable under financial liabilities.

Market Risk

Market risk is the risk of changes to the company's financial condition caused by market interest rates. The
company is exposed to limited market risk in the form of changes (or potential changes) to interest rates.
Exposure is limited to variable interest rates on bank deposit accounts and variable interest rates on its
administered mortgage portfolio. The company has no exposure to fixed interest rates.

Capital Management

The company'’s objectives when managing capital are to safeguard the company’s ability to continue as a going
concern in order to provide returns for its parent and benefits for other stakeholders, to maintain an optimal
capital structure and to meet relevant regulatory requirements. The company's capital consists of share capital
and audited retained earnings. At 31 December 2018, the company’s total capital was £78,403 (2017: £78,387).
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