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Directors’ report for the year ended 31 August 2017

The Directors present their annual report and the audited financial statements for the year eénded 31 August 2017.
The Directors’ report has been prepared taking advantage of the small companies exemption of Section 415A of the
Companies Act'2006. The company is entitled to the small companies éxemption from preparing a strategic report of
Section 414B of the Companies Act-2006.

Principal activities
The principal activity of the company is to hold and recover debts: secured on residential properties.
Review of business and future developments-

During the year the entire mortgage portfolio held by the company was transferred to its parent Society. The date of
transfer was 1 March 2017 when the book value of the portfolio was £5,256,701.

The trarisfer of the mortgages was deemed a settlement of the intercompany liability the company had to the Society
and represented a ‘dividend in, kind’. Accordingly £1 ~714, 351 is recognised as a dividend in kind and treated asa
reduction in equity in the company’s accounts.

The Directors do not intend to wind up the company, preferring to maintain the company in its present position
allowing for the potential of future mortgage book acquisitions. As at 31 August 2017 there are no future mortgage
book acquisitions planned.

Results.and dividends.

The profit for the financial year ended 31 August 2017 was £75,376 (2016: £100,880) and has been transferred to
reserves. ’ '

The:Directors do_ not recommend. the payment of any ﬁqrther dividenid over and above the dividend in-kind referred
to.above (2016; £nil).

Principal risks and uncertainties’

The Directors ensure; that the company maintains a prudent exposure to tisk allowing the achievement of its
corporate objectives.

Hanley Mortgage Services Limited (‘HMS") is part of The Hanley Economic Building Society Group (‘the Group’),
The Directors of HMS manage the risks of the Group and ‘company at Group rather than at subsidiary level. The
Directors believe that a discussion of the Group’s- risks. would not be appropriate for an: understandmg of the
development, .position or: performance of HMS. Information ‘on the, Group’s risks can be found in the Annual
Accounts of The Hanley Economic Building Society.

Through its normal operations the company is exposed to-a number of risks the most s;gmﬁcant of which are credit,
liquidity and market risk. These are considered fully .in Note 16, and are: monitored by the Directors on'a regular
basis.

Directors

The Directors who held office during the year and up to the date of sighing of financial statements were:
MrME Selby (Appointed.31 January 2017) Mr 'S Jonis

‘Mr P R Dearing Mrs V Oak

None of the Directors who held office at the end of the financial year had any interests in:the shares.of the company

According to- the, reglster of Directors’ ‘interests, no:rights to subscribe for shares or. debentures of the company were
-granted to any of the Du'ectors or thelr lmmedlate farmlles, or exercised by. them, dunng the financial year.
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Directors’ report for-the year ended 31, August 2017 (continued)

Statement of Directors’ responsibilities in respect of the financial statements

“The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
-applicable law and regulation.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the directors

"have prepared the financial staternents -in accordance with United Kingdom Generally Accepted Accounting Practice
(United: Kingdom Accountmg Standards, comprlsmg FRS:102 ‘The Financial Reportmg Standard applicable in ‘the UK
and Republic of Ireland’, and applicable law). Under company ‘law-the Dtrectors 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
profitior loss of the. company for that’penod In preparing the financial statements, the Directors: are required to:

e select suitable accounting policies and then apply them consistently;

* state whether:applicable United Kingdom Accounting Standards,-comprising FRS 102,:have.been followed,
-subjéct to any material departures’disclosed and explained in the financial stateménts;.

o make judgements and accounting estimates that are reasonable and prudent; and

‘e prepare, the financial statements on the going:concern basis: unless it is inappropriate to. presume that the-

company will continue in: business.

The Directors-are, responsrble for ‘keeping adequate :accounting records that are suﬁicrent to -show and explam the.
companys transactrons and drsclose ‘with-reasonable -accuracy at any time: the ﬁnancral position of the: company and'

enable them to ensure that the: ﬁnancnal statements comply .\ w1th the Companies-Act 2006.
The Drrectors are also responsnble for. safeguardmg the assets of the company and hence for taking reasonable steps for
the preventxon and detection of fraud and other rrregulanues

Disclosure:of information to Auditors

The Directors who held office at the date of .approval ‘of this Directors’ report confirm.that, so. far as. they, are each

aware, there is no relevant audtt infoimation of which the company’s auditors:are unaware; and éach Director has taken'

all the steps that they ought to ‘have taken as Directors to make themselves aware of any relevant audit information and
to eestablish that the company’s. audntors are aware of that mformatton

This confirmation is given and should be mterpreted in accordance with the provisions of section 418 of the. Companies.

Act 2006
Directors’ indemnities

As permiitted by the"Articleés of Association, the Diréctors have the benefit of an’indemnity which is a qualifying third
party mdemmty provision ¢
the last’ ﬁnancral year an urrently in force “The: company also purchased and mamtamed throughout the ﬁnancral
year Drrectors and Ofﬁcers * liability insurance in respect of rtself and 1ts Drrectors

Independent auditors:

Durmg 2017 ‘in line with best: practrce, the Board of The Hanley Economrc Bmldmg Socrety oversaw the tender:
process for the position: of External Auditor for the year ending 31, .August 2018 for.the Society and'its subsndlarres .
Followmg a structured and objectrve assessment of the tenders recelved the’ Board agreed to appoint. KPMG LLP. A
resolution  to appoint KPMG/;LLP ‘as Exteral Audttor to.the; Socrety “will be: sproposed at the: Annual General;
Meetmg The: Directors: wish to thank PncewaterhouseCoopers :.LLP for the services that they have: provnded to‘the.

company durmg their years as External-Auditor.

3 defmed by Section 234-of the Compames Act2006.-The mdemmty was.ini force’ throughout-
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Directors” report for the year-ended 31 August 2017 (continued)

Going Conceri

‘Th Directors. are : satnsﬁed that the: company “has :adéquate Tesources:to: contmue i’ busifiéss; for the. foreséeable’
future: For this: reason, the;financial staterents continue to’ ‘be prepared on'a gomg concern bisis.

On: Béhalf of the' Direciors,
'P R Deanng

Granville House
Festlval Park-:

31 October 20177
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Independent auditors’ report to the members of Hanley Mortgage Services Limited
Report on the audit of the financial statements
Opinion.

In our, opinion, Hanley Mortgage Services Limited’s financial statements:

s give a true and fair view of the state of the company’s affairs as at 31 August 2017 and of its profit for the. year

then ended;

- have: been ;properly :prepared in accordance: wuth United Kingdom: Generally Accepted. ‘Accounting’ Practice

'(Umted Kingdom Accounting Standards .comprising ] FRS 102 “The Financial Reporting Standard applicable in
the.UK'and Republic of Ireland” Section 1A, and applicable law); and’

o havebeen prepared' in accordance with-the requirements of the Companies-Act 2006.

We have audited the financial statements, included wrthm the' Diréctors’ report and ﬁnanclal statements (the “Anniial

Repon”) ‘which comprlse the balance sheet as at 31 August 2017 the statement of income and retained eammgs for:

the year ended 31 August 2017 and- the notes to the ‘financial - statements Wthh mclude a description of the

‘significant accounting policies.

Basis for opinion
‘We conducted our. audit in accordance with Internationial Standards on Auditing (UK) (“lSAs (UK)”) and applicable
]aw Our; responsrbrlmes under lSAs (UK) are further described in the*Audltors responsnbnlmes for. the ‘audit of the.

fi nanclal statements sectlon of our, report We' belleve that the audtt evndence we: have obtained is.sufficient and
appmpnate to provrde a basis for our opinion.

Independence

We remained independerit of the company in accordance with the ethical requirements that are relevant to our audit
of the finiancial statéinents in'the:UK, which inclides the FRC’s:Ethical.Standard, and we have-fulfilled our other
ethical responsibilities in accordance with these requirements:

Conc¢lusions relatingto going concern

We have nothing to‘teport in.respect of the following matters in’relation to which:ISAs (U K)'require us to report:to.

you when!'

¢ the directors’use of the; gomg concern:basis of accountmg ini‘the: preparatnon ‘of the: financial statements. is not
appropnate, or’

o ‘the dlrectors have not disclosed'in: the financial statements any 1dent|f' ed: material uncertamttes that may cast.
’S|gmﬂcant ‘doubt: abotit the company’s ablhty 10 ‘continue to-adopt the. going concern, basrs ot‘ accounting for a;
period of at least twelve months from the date when the financial statements are authorised fof issue.

However because:notall future events or conditions_can be- predlcted, this, statement is. not a guarantee as.to the
company’s ablllty to. conunue asa going concemn,

Reporting on-other information
The othe' *.mformatron compnses -all of the information i in’thie ‘Annual Report “othér than'the' financial Statements and
aug 'tors’ report thereon The dtrectors are responsrble for the other mformatlon Our Oplmou on'the: ﬁnancnal

sta‘ ments does not cover the other mformatlon and accordmgly, we do not express an’ a vdlt opinion or; except to
the extent otherwnse exphcrtly smted in thrs report any form of assurance thereon
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Independent auditors’ report to the members of Hanley Mortgage Services Limited
(continued)

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 ﬁnancnal statements or our
knowledge obtamed in the audit, or otherwise appears to be materially misstated. If we ldentlfy an apparent material
inconsistency or material misstatement, we are required to  perform procedures to conclude’ whether there ‘is a
material misstatement of 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 based on these responsibilities.

With respect to, the Dlrectors Report, we also considered whether the disclosures- required by the UK Companies
Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, 1SAs (UK) require’
us also to report certain opinions and ‘matters as. described below:

Directors’ Report

In ‘our opinion, based on the work undertaken in the course of the audit, the information gwen in the Directors’
Report for the year ended’ 31 August 2017 is consistent with. the financial statements and has.been prepared ‘in
accordance with applicable lega] requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we did not identify any material misstatements in the Diréctors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities: of the directors for the financial statements.

As explamed more fully in>the Statement of Directors’ Responsibilities set out on page 3, the directors are
resporisible for the | preparanon of the financial statements in accordance with the apphcable ﬁ'amework and for bemg
satisfied that they glve a true and fair view. The dnrectors are:also responsible: for.such mtemal contro] as they.
determine is necessary to énable the preparation of financial statements that are free from material misstatement,
whether due to fraud or.efror.

In preparing the financial’ statements, the' directors are responsible for. assessmg the company’s ability to continue as_
a going concem, disclosing'as :applicable; matters related to’ gomg concern and using the going concern basns of
accounting unless the directors either inteénd to liquidate the company or to cease operations, or have no reahstlc'
alternative but'to.do so..

Additors’ responsibilities for the audit.of the financial statements

Our objectwes are ‘to obtam reasonable assurance about whether the financial statements as a whole are_ free from
Reasonable assurarice i$ a htgh level of assurance, but s not a guarantee ‘that an audlt conducted in accordance w1th ‘;
ISAs (UK) will always detecta materlal mlsstatement when 1t exists, ststatements can arise from fraud orerror. and.
are ‘considered - material if, undmdual[y or’in’ the aggregate, they could reasonab]y be expected to influence the:
economic decisions of users taken on the basis of these ﬁnancnal statements

at WWW, frc org uk/audntorsresponsnbllltles This descrlptlon forms part of our audltors report.
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Independent auditors® report to the:members of Hanley: Mortgage Services Limited
(continued) ‘

Use of this reporr

:ﬁ‘th__erffé(ifuiféd i‘é’[’).dfzﬁi'l;éﬁ:

.Compaiies Act 2006:exception’ réporting

‘Under the: Compames ‘Act: 2006 we:are required: to report 1o you:ifyin-our: oplmon;

. .we have not recewed “al the mfom\atlon and: vexplana ons.wi

_ have.not been kept by the-company, or returns adequate: for our audit have not'been
recc ed from® branches not visited' by us OF*

& ‘certain disclosures of difectors! remuneration Aspeciﬁéd‘fﬁx:flaw'are tnot'-maéie;_oi.

te it]i'e"ﬁnéhc"fa]""s,tatéme,h!si dre not "in';a"greemcm'Wiih*ihpaogopjnﬁn’g;recpde~:qnﬂ returns;
We have,nio-exceptions to report arising from this responsibility;

Entitlement to.exemptions

-'Compames Act 2006- -we are: requlred to*report to: you:if;'in our. 'opmlon, the dlrectors wet not “éntitled to:*

compameslexempnon from prepaﬂh'g‘ a‘su'ategnc\report We have nov excebuiiné to report. _\ansmg fro thns';
responsnbxhty

Andrew Batty- (Semor Statutory’ Audltor)
“and:on'behalf of PricewaterhouseCoopets. LLP:
d-Accountants and: Statutory Auditors:
East Midiands -

s

ber2017




%

HANLEY Hanley Mortgage Services Limited
Directors’ report and financial statements
For the yearended 31 August 2017

MORTGAGE
BERVICES (1D

Statement of income and retained earnings for the year ended 31 August 2017

Note Yeéar ended Year ended
31 August 31 August
2017 2016
£ £
Interest receivable and similar income 4 98,752 236,684
Interest payable-and similar charges 5 (13,128) (46,314)
Net interest receivable 85,624 190,370
Fees and commissions receivable 738 1,752
Administrative expenses 6 (44,126) (64,759)
Movement on provision for impairment losses 8 50,500 -
Profit before taxation 2 92,736 127,363
Tax on profit 9 (17,360)- (26,483)
Profit for the finaricial year 1§ 75,376 100,880
Retained earnings at I September 1,804,052 1,703,172
Profit for the financial year _ 75,376 100,880
Dividend in kind 13 (1,714,351) -
Retained earnings 31 August 165,077 1,804,052

All results relate to continuing operations.

The following notes on pages 10 to 16 form part of these financial statements.
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Balance sheet as at 31 August 2017

Current assets
Loans and advances to customers
Cash at bank and in hand

Deferred tax
Total assets

Creditors: Amounts falling due within
one year

Creditors: Amounts falling due after
more than one year

Net assets

Capital-and reserves
Called up share capital
Profit and loss account

Total shareholders’ funds

The following notes.on pages 10:to 16 form part of these financial statenients.

Note

10

11

13

14
15

Hanley Mortgage Services Limited
Directors’ report and financial statements
For the year ended 31 August 2017

As at Asat

31 August 31 August

2017 2016
£ £
- 5,587,854
173,348 71,911
173,348 5,659,765
- 9,090
173,348 5,668,855

(8,270) (27,329)
165,078 5,641,526

- (3,837,473)
165,078 1,804,053
1 1
165,077 1,804,052
165,078 1,804,053

These financial statements were approved by the Directors on 31 October 2017 and were signed on its behalf by:

P R Dearing 114
Chairman '

31 October.2017

Registered Number. 3191841
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Notes to the financial statements for the year ended 31 August 2017
(forming part of the financial statements)

1 Accounting policies

Basis of preparation

Hanley Mortgage Services Limited is a company incorporated in Great Britain and domiciled in the United
Kingdom. The financial statements of the company are presented in pounds sterling.

The financial statements have been prepared on the going concern basis, under the historical convention and in
compliance with the Companies Act 2006 and applicable accounting standards in the United Kingdom, including
Financial Reporting Standard (‘FRS102’) Section 1A ‘small entity’ and are included in the consolidated Financial
Statements of The Hanley Economic Building Society.

After making enquiries, the Directors have a reasonable expectation that the company has adequate resources to
continue in operational existence for the foreseeable future and therefore the company continues to adopt the going
concemn basis in preparing its financial statements.

Interest receivable and payable

Interest income and expense in respect of all financial assets is credited to the statement of income as it becomes
receivable with the exception of certain fees and costs that a recognised on an effective interest rate basis. The effect
of the policy is to spread the impact of relevant costs and fees directly attributable to the loan over the effective life
of the mortgage. Interest payable on amounts owed to the parent company is accrued on a daily interest basis.

Taxation
Corporation tax is provided on the profit for the financial year, as adjusted for taxation purposes.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date, where transactions or events that result in an obligation to pay more tax in the future or a right to pay less
tax in the future have occurred at the balance sheet date. A net deferred tax asset is recognised as recoverable and
therefore recognised only when, on the basis of all available evidence, it can be regarded as more likely than not that
there will be suitable taxable profits against which to recover carried forward tax losses and from which the future
reversal of underlying timing differences can be deducted. Deferred tax is measured at the average tax rates that are
expected to apply in the periods in which the timing differences are expected to reverse, based on tax rates and laws
that have been enacted or substantively enacted by the balance sheet date. Deferred tax is measured on an
undiscounted basis.

Creditors: intercompany loan

Creditors relate to amounts owed to the parent undertaking. This is a financial liability measured at amortised cost.
The amount owed bears interest at a commercial rate agreed between the company and its parent, which is
recognised in interest payable and similar charges.

Impairment of loans and advances to customers and forbearance

At each reporting date, the company assesses whether there is objective evidence that financial assets not carried at
fair value through profit or loss are impaired. A financial asset or a group of financial assets is ‘impaired’ when
objective evidence demonstrates that a loss event has occurred after the initial recognition of the asset(s) and that the
loss event has an impact on the future cashflows of the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired includes:

significant financial difficulty of the borrower;

default or delinquency by a borrower;

the restructuring of a loan or advance by the company on terms that the company would not consider otherwise;
indications that a borrower will enter bankruptcy; ‘

the disappearance of an active market for a security; or

observable data relating to a group of assets such as adverse changes in the payment status of borrowers in the
group, or economic conditions that correlate with defaults in the group.

10
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Notes to the financial statements for the year ended 31 August 2017 (continued)
Accounting policies (continued)

The company corisiders evidence of impairment for.loans and advances at both a specific asset and a collective Tevel.
All individually significant loans and advances are assessed for specific .impairment; Those found not to be
specifically impaired are thén collectively. assessed for any impairment that has been incurred but not yet identified.

Loans and advances‘that are not individually, sxgmﬁcant are collectively assessed for {impairment . by groupmg
together loans ‘and advances with similar risk characteristics:

‘In assessing collectlve 1mpa1rrnent, the company uses: statistical modellmg of historical trends such as-forced sale
drscounts house pnce movements, the tlmmg of expected recoveries and lhe amount of loss mcurred and makes afi

than’is suggested by historical trends:.

Impairment lossés on assets measured at amortised cost are calculated as the dlfference between the carrying amount
‘and the present value of estimated future cashflows discounted at the asset’s original effective interest rate basis. A
range ‘of forbearance options are available to support:customeérs who are in fihancial difficulty. The:purpose of
‘forbearance'is to support customers who have teriporary financial difficulties and help them:get back on track: The
main options offered by the company include:

temporary transfer to-an interest.only mortgage;
reduced monthly payment;

product review;

capitalisation of arrears; and

extension of mortgage term.

Customers requesting a forbearance option will need to. prov:de information'to’ ‘support the request which i is hkely to
.include a budget planner, statement. of assets and- llabllmes, bank/credit ‘card statements.and payslips; in*ordér that
the’ request can'be properly assessed. If the: forbeararice request:is granted:the ‘account is'monitored in .accordance
with the company s policy and procedures At the appropriate - time. the 'forbearance option ‘that has been
unplemented is cancelled, with the ‘exception’ of. capltahsatuon rof arrears, and’the ¢ustomer’s norimal:contractual
payment is restored

Impairment losses are recogmsed in profit or.loss.and reflected in an allowance account against loarnis and advances
‘to customers. Interest on the |mpanred assets ‘continues to be recognised through the unwinding of the discount at the
ongmal éffective . intérest. If ‘an ‘évent occumng after the:impairmeént was recognised causes the.amount of
nmpalrment loss to decrease, then the decrease in impairment loss is reversed through profit-or loss.

?Exemption"s’ifor qualify'in'g"ehtitie's under FRS102:

on to the- use of exempilons by the company ’s: sh ‘_\'"holders.

comphed wrth mcludmg notlﬁcatron of and no obje

“The company has taken advantage of the following exemptions:

-

. From preparmg a State ent of Cash Flow' on the basxs that 1t xs a: quahfymg enuty and the consohdated.

o ,F'rom_ pr'eparmg a reeone'lllatron of the numb"er’ of shares outstanding at the beginning and.end of th’e“__pefidd.

Hanley Mortgage Services Limited.

-




FIANTEY Hanley Mortgage Services Limited
VORTIAGE Directors’ report and financial statements
SERVICES LTD For the year ended 31 August 2017

Notes to the financial statements for the year ended 31 August 2017 (continued)
Accounting policies (continued)
Critical accounting estimates and judgements

Following the transfer of assets in the year to the parent Society as disclosed in notes 10, 13 and 15, the Directors'
are of the view that there are no critical accounting .estimates and judgements impacting the financial statements in
the year. '

2 Profit before taxation

The auditors’ remuneration for the year ended 31 August 2017 was bome by the parent undertaking, The Hanley
Economic Building Society, and not recharged to the company. The company's audit fee was £2,500 (excluding
VAT), (2016: £2,500): A further £2,119 (2016: £1,000) was paid to the auditor in relation.to CASS reporting. There
were no other non-audit services.

3 Remuneration of Directors

Al of the Directors are also Directors of the company’s parent undertaking; The Hanley Economic Building Society. '
All fees are paid by the Society -and Directors do not receive remuneration for their services specific to this
company.

4 Interest receivable and similar income

Year-ended Year ended
31 August 31 August
2017 2016
£ £
Mortgage interest receivable 98,752 236,684
5 Interest payable and similar charges
Year ended Year ended
31 August 31 August
2017 2016
. £ £
Interest payable on loan from parent undertaking 13,128 46,314
6 Administrative expenses
Year ended Year ended
31 August 31 August
2017 2016
L , £ £
Staff costsrecharged from the parent undertaking 24,000 48,000
Other expenses 20,126 16,759
44,126 64,759

7 Staff costs

The company employed no staff during the current or prior year.

12
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Notes to-the financial statements for the year ended 31 August 2017 (continued)

8 'Provision for impairment lossés on loans.and advances to customers’

Year ended
31 Apgust s
2017
£
50,500
/(50.500)

| oﬁprovns’non during thie year.

9 Tax oin profit

Year ended

31, August
201
‘a): ‘Analysis.of: charge in.year:
‘Ciirrenttax:. 25,473
Total:current tax: 25,473
lDeferred ta X
O rigination, and reversal:oft tlmmg dlfferences (note I 1) 1,0]0
Effect of tax rateichange'on opemng balance. <

‘Tax;on profit

'B): Factors: ffectmg" urrentitax: charge insyear:
Profit:before taxation '

127,363

Profi t mulnphed by standard ‘rate. of corporat:on tax: in: UK 0f319:58%:
(20]6 20%)

Effecof: : L
Disallowable éxpenses (9,888): -

[Fotal current tax'charge

fin

o)
<zl
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Notes to the financial statements for the year ended 31 August 2017 (continued)

10 Loans and advances to customers

Year ended Year ended

31 August 31 August

2017 2016

£ £

Loans fully secured on residential property - 5,638,354
Provision for bad and doubtful debts - (50,500)
- 5,587,854

Loans and advances falling due after more than one year - 5,587,854

On | March 2017 the entire mortgage portfolio serviced by the company was transferred to its parent Society in
satisfaction of the company’s outstanding intercompany amount payable. The book value of the portfolio was
£5,256,701. Following the transfer the balance outstanding in respect of loans fully secured on residential property
as at 31 August 2017 was £Nil (2016: £5,587,854).

11 Deferred tax.

Year ended Year ended
31 August 31 August
2017 2016
£ £
At 1 September 2016 9,090 10,100
Release of deferred tax (9,090) (1,010)
At 31 August 2017 - 9,090
The deferred tax assets are set out below:
Collective mortgage loss provision - 9,090
12. Creditors: Amounts falling due within one year
Asat As at
31 August 31 August
2017 2016
£ £
Corporation tax 8,270 25,473
Accruals and deferred income - 1,856
8,270 27,329

14



HANTEY

| MORTGAGE
. SEAVICES LTD

Hanley Mortgage Services Limited
Directors’ report and financial statements
For the year ended 31 August 2017

Notes to the financial statements for the year ended 31 August 2017 (continued)

13 Creditors: Amounts falling due after more than one year

As at Asat

31 August 31 August

2017 2016

£ £

Amounts owed to parent undertaking - 3,837,473

During the year the entire mortgage portfolio held by the company was transferred to its parent company. The date
of transfer was 1 March 2017 when the book value of the portfolio was £5,256,701.

The transfer of the mortgages was deemed a settlement of the intercompany liability the company had to the Society
and represented a ‘dividend in kind’. Accordingly £1,714,351 is recognised as a dividend in kind and treated as a
reduction in equity in the company’s accounts.

Following the transfer the intercompany loan was settled in full, with no outstanding balance as at 31 August 2017
(2016:£3,837,473).

14 Called up share capital

As at As at
31 August 31 August
2017 2016
£ £
Authorised:
Ordinary shares of £1 each 100 100
Allotted, called up and fully paid:
Ordinary shares of £1 each 1 I
15 Profit and loss account
£
At | September 2016 1,804,052
Profit for the financial year 75,376
Dividend in kind (1,714,351)
At 31 August 2017 165,077

As detailed in note 13, the transfer of the mortgage portfolio was deemed a settlement of the intercompany liability
the company had to the Society and represented a ‘dividend in kind’. Accordingly £1,714,351 is recognised as a
dividend in kind and treated as a reduction in equity in the company’s accounts.

16 Financial instruments

A financial instrument is a contract which gives rise to a financial asset in one entity and a financial liability of
another entity.

The principal risks faced by the company are credit, liquidity and market risk. The company’s exposure to each is
monitored regularly by the Directors.
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Notes to the financial statements for the year ended 31 August 2017 (continued)

Financial instruments (continued)

All financial instruments are held at amortised cost. The company has neither fixed rate exposures. nor any form of
derivatives.

The following table summarises the terms and conditions and accounting policies for financial instruments.

Financial Instrument ‘Terms and Conditions Accounting Policy

| Cash .and bank Short term maturity with instant accéss. Amortised cost.
_ Variable interest rate..
Loans and advances to customers Secured on residential property. Amortised cost.

Standard contractual term.
Variable interest rate.

Amounts owed to the parent company | Due after more than one year, Amortised cost.
Variable interest rate.

Credit Risk.

Credit risk is the risk of the company incurring a financial loss arising from the failure of a customer or counterparty
to mieet their contractual obligations.

Amounts due to credit institutions constitute the company’s curtent-account facility held with its clearing bank. As at
31 August 2017 thie company’s maximum credit risk exposure was £173,348 (2016: £71,911).

The Directors monitor the Fitch rating of the bank to. ensure no degradation in actual or perceived credit risk
exposure. This represents-the company’s only exposure to a credit institution. The.company ddes not invest in any
other lending to credit institutions or alternative investments such as debt securities

Following the transfer of the mortgage assets (see notes-10, 13 and 15) on 1 March 2017 the credit risk from loans
and advances to customiers is £nil (2016: £5,587,854).

Liquidity Risk’
Liquidity risk is the risk that'the company will not.have sufficient financial resources available to meet its obligations
as they fall due under either normal business conditions. or a stressed environment.. The company holds all of its

liquidity in a clearing bank current-account, on which it has instant access, in order to meet both day-to-day business
needs and any unexpected cash needs, whilst maintaining public confidénce..

Market Risk

Market risk is. the risk of changes to the company’s financial condition caused by market interest rates. As at 31
August 2017 given that the company has instant access to-its current account, which is not intérest bearmg, then it
has no exposure to market risk.

17 Ultimate parent company and controlling party

The entire ‘share capital of the company is owed by The Hanley Economic Building Society, the ultimate parent
undertakmg and. controlling party, a building society registered under the Building Societies Act 1986 The only
group ‘in which the.results of the company .are consolidated is that headed by The Hanley Economic Building
‘Society. A copy of the group financial statements may be obtained from:

Granville House
Festival Park
Hanley
‘Stoke on Trent
ST15TB
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