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Established 1865

The Society’s 152nd
AGM took place on
21 March 2018.

2017 was another year
of strong growth in the
Society’s mortgage
book and its savings
balances.

Profitability improved
and the Society
continued to invest in its
branch network and its
people and systems, to
support future growth
for the benefit of our
members.

Principal Office
Upper Bond Street
Hinckley
Leicestershire
LE10 1DG

Tel: 0800 434 6343
Web: hrbs.co.uk
Email: enquiry@hrbs.co.uk

The Society is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority
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This Summary Financial Statement is a summary of information in the audited annual accounts, Directors’
Report and Annual Business Statement, all of which will be available to members and depositors free of
charge on demand from the Principal Office of Hinckley & Rugby Building Society from 16 February 2018.

SUMMARY DIRECTORS’ REPORT
The directors consider that market
conditions will remain challenging in
2018 and beyond and that, in
particular, the low interest rate
environment will continue to
impact profit margins.

CHAIRMAN’S STATEMENT

I am pleased to report that 2017
was another year of strong growth
in the Society’s mortgage book and
its savings balances. Profitability
improved and the Society
continued to invest in its branch
network and its people and
systems, to support future growth
for the benefit of our members.

The Society remained true to the
core values of a traditional building
society, with a focus on mortgage
lending funded from retail savings.
Most of the Society’s funding comes
from its branch based savings
accounts, with funds also drawn
down from the Bank of England’s
Term Funding Scheme (TFS).

The UK economy proved more
resilient to the uncertainties caused
by Brexit than might have been
expected and in November the
Bank of England’s Monetary Policy
Committee decided to increase
Bank Base Rate to 0.50%, reversing
the 0.25% reduction made in
August 2016 following the outcome
of the EU Referendum.
Although we anticipate that the
next change to Bank Base Rate is
more likely to be an increase than a
decrease, many commentators do
not expect this increase to happen
until later in 2018, with future rises
being gradual in nature and settling
below the 2008 pre-crisis level.

Competition in the mortgage
market remains intense, leading to
further downwards pressure on
mortgage rates, fuelled by the very
low level of the Bank Base Rate and

Colin Franklin
CHAIRMAN

the availability of TFS funding.

The overall volume of housing
transactions was little changed from
a year earlier and although
mortgage lending growth has been
picking up, it remains well below
2008 levels.
The fact that the Bank of England
has kept interest rates at historically
low levels will have been welcomed
by the Society’s borrowers but will
have been a major disappointment
to savers.
We are very aware of the
difficulties that savers have been
facing in recent years, with market
rates falling yet again in 2017.

The Society has done what it can to
protect savers from this squeeze on
their income by continuing to offer
an attractive range of competitive
savings accounts and, in December
2017, we were pleased to be
awarded ‘Best Variable Rate Cash
ISA Provider’ by Savings Champion.

However, we remain confident that
the Society’s high-quality balance
sheet, robust capital ratios and
careful approach to managing risk
will continue to underpin its
financial strength and place it in a
strong position to continue to grow.
Following the AGM in March 2017,
Paul Parmenter and Andrew Astin
retired from the Board, having
helped to successfully guide the
Society through and beyond the
credit crisis. I welcome Barbara
Mellish and Nemone Wynn-Evans
to the Board in their place.

I also welcome Dean Waddingham,
who joined the Board in May 2017
as Operations Director.
Finally, I am very pleased to report
that, after a lengthy search for a
suitable site, the Society has
exchanged contracts to buy the
former Magistrates Court building
on Upper Bond Street in Hinckley,
conditional upon permission for
change of use.

After refurbishment, this building
will make an ideal modern new
Head Office and enable the Society
to keep its centre of operations in
Hinckley, having outgrown the
current office space.
Colin Franklin
CHAIRMAN
24 January 2018
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including limits regarding the total
amount of such lending in a year
and the maximum stock of loans, a
maximum loan to value limit of
75%, a maximum loan size of
£500,000 and prudent affordability
criteria. We will continue to
carefully monitor developments in
the buy to let market.

CHIEF EXECUTIVE’S REPORT
The Year

Mortgages

I am very pleased to report that, in
2017, the Society achieved a 12%
increase in mortgage advances
(2017 £193m, 2016 £172m) and
ended the year with a healthy
pipeline of mortgage business for
the start of the new year (2017
£53.1m, 2016 £55.6m).

Lending in 2017 included residential
loans at up to 95% loan to value.
All lending in excess of 80% loan to
value is backed by mortgage
indemnity insurance, which protects
the Society’s interests in the event
of the borrower going into default.
Most importantly, this new business
was of a high quality, where the
borrower’s ability to pay had been
carefully assessed, and our mortgage
arrears remain exceptionally low.
During the year the Society helped
327 first-time buyers purchase their
first home.
Our successful borrower retention
programme ensured that a very
high proportion of borrowers
reaching the end of a discount or
fixed rate scheme stayed with us.

For each of our existing mortgage
members coming to the end of
their current deal we always aim to
have a product available for them
that meets their needs and we will
continue to focus on building long
term relationships with our
borrowers by providing them with
high standards of service and
competitive products.

With strong advances and a high
level of borrower retention the
Society’s mortgage book grew by
15% during the year (2016 14%) to
£620m.

Annual Review

Savings

Chris White

CHIEF EXECUTIVE

In common with our peers, the
Society sources a high proportion
of its mortgage business from
mortgage intermediaries and we
have continued to enhance our
processes and systems to ensure
we meet the needs of this
important channel.
We have also continued to forge
much closer relationships with a
select number of intermediary
networks.

The buy to let sector continues to
help drive growth in the UK
mortgage market, influenced in part
by a structural shift in tenure to the
private rental sector.
In 2017 the Society advanced
£57m on buy to let mortgages
(2016 £29m) and, at the year-end,
buy to let mortgages represented
21% of the Society’s overall
mortgage book at £131.4m (2016
18% at £96.7m).

The Society manages carefully its
exposure to the buy to let market,
with clearly documented
underwriting criteria, which comply
with Prudential Regulation
Authority (PRA) standards,

As well as mortgage rates falling
throughout the year, we also saw
further reductions in savings rates.

The directors did what they could
to protect members from falling
rates but have had little choice than
to fall into line with market rates or
risk being inundated with funds.

Nonetheless, we have still been able
to provide a competitive range of
savings accounts, with our branch
based easy access and notice
accounts, including ISA accounts,
proving popular. Our branches and
agencies achieved very good
growth in their balances.
Over 90% of our members with
savings accounts live within our
core branch network area.

Some withdrawals were made from
postal accounts held by members
from outside our core area.
However, overall, retail savings
balances grew by £55m during the
year (2016 £34m) to £576m.
People and Culture

We are sponsoring three senior
managers from the Society to take
part in a pioneering Masters
programme developed specially by
the School of Business and
Economics at Loughborough
University and the Building Societies
Association, geared specifically for
those who work in a mutual
financial services firm.
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The Society was also proud to win
an award for its Commitment to
People Development at the East
Midlands Chamber Leicestershire
Business Awards.

In 2017, the Building Societies
Association surveyed employees
across the building society sector to
find out more about the impact
that the ownership structure has on
culture as seen through the eyes of
employees.
The Society participated in the
survey and the results showed that
our members’ interests were truly
at the heart of our business and
that staff were very aligned with the
Society’s culture and values.
Prudent management, in
partnership with the scheme
Trustee, of the Society’s defined
benefit pension scheme has
ensured that, despite market
volatility over the last few years, the
scheme remains in surplus.
Community Involvement

The Society is represented in some
of the larger towns and cities in
Leicestershire and Warwickshire,
whilst continuing to provide an
invaluable service in smaller
communities within our operating
area.

once again benefited from the
assistance given by the Society, with
special attention being paid to
those voluntary groups providing
help and guidance to the more
disadvantaged sections of the
community.
The Society is an active member of
Leicestershire Cares, which helps
bring businesses and communities
together, for the benefit of all,
through employee volunteering.
Many of our staff helped in local
schools and colleges as well as
participating in numerous other
community activities, including
those arranged by Leicestershire
Cares.
We donated 20 pence to charity
for each vote cast by post and 40
pence for each vote cast online at
our 2017 Annual General Meeting,
with £1,250 donated to Rainbows,
the East Midlands Children’s
Hospice, to help them to continue
their vital work.
The Society is also proud of its
affinity savings account, from which

three local hospices benefit:
LOROS, Mary Ann Evans and
Myton. This account pays 1% of
the average balances held, split
equally between the three hospices
and, in 2017, £24,000 was accrued
for their benefit, bringing the total
amount donated since the launch
of the account to over £120,000.

In 2017, the Society teamed up
once again with WizeUp, a
not-for-profit group of financial
education experts, to assist
Hinckley Academy, Dorothy
Goodman School in Hinckley and
Rugby’s Lawrence Sheriff School, to
help pupils prepare for their futures
beyond school.
Member Involvement

The Society has an active Member
Panel, with several Board members
present at Panel meetings. Panel
meetings have been well attended
by member volunteers and have
been a very useful way of seeking
views and ideas on how we should
be developing our products and
services.

The fact that our roots are firmly
anchored in the local community is
also demonstrated both by our
making of donations where they
can best assist those most in need
and by providing our support to
many of our staff who have
volunteered to give their time to
local groups and charities.

In addition to local campaigns we
have continued our strong support
to national campaigns including
Children in Need. During 2017,
many schemes and charities have

The Society was awarded the top prize for its Commitment to People
Development at the prestigious 2017 East Midlands Chamber
Leicestershire Business Awards.

Annual Review
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published revisions to the
Standardised Approach for credit
risk which will take effect from 1
January 2022 and will be phased in
over five years.
This will be taken into account in
the Society’s capital planning.

120 pupils from Rugby’s Lawrence Sheriff School got to grips with money
in a day of financial education sponsored by the Society. Ed Flack, of
not-for-profit organisation WizeUp, ran sessions covering budgeting,
savings and investments.

We are always keen to hear from
members who are interested in
attending meetings of this kind. The
Society also holds member events
around its branch network, with
Board members on hand to engage
with members, and these have
proved very informative.
Financial Services Compensation
Scheme (FSCS)

On 30 January 2017, the FSCS
deposit protection limit was
increased back to £85,000, having
been reduced to £75,000 in 2016.

To date the Society has had to pay
£2.05m to cover its share of the
FSCS levies.
Whilst the amounts levied so far
and those likely to be levied in the
future do not pose a threat to the
Society’s business model, the FSCS
could remain a cost burden for
some time to come.
However, in 2017, UK Asset
Resolution (UKAR), which has
been managing the loan book of
Bradford & Bingley since 2010,

Annual Review

resumed a programme of sale of
these assets.

Proceeds have been used to repay
debt borrowed by the FSCS from
HM Treasury and this will reduce
future interest charges levied to the
industry.
Regulatory Developments

The Society monitors its position
relative to the short-term liquidity
stress metric, the Liquidity
Coverage Ratio and the
longer-term funding metric, the Net
Stable Funding Ratio and anticipates
that it will continue to comply with
these regulatory measures.
An accommodating stance from the
Bank of England, contained within
the Sterling Monetary Framework,
suggests that the funding
environment for solvent banks and
building societies is likely to remain
positive, with increased flexibility
and availability of liquidity provided
to solvent financial institutions.
In December 2017, the Basel
Committee on Banking Supervision

The Society has worked to ensure
compliance with the new rules
issued by the PRA and the Financial
Conduct Authority (FCA) which
are designed to strengthen
accountability in banking. The
changes brought about by these
rules were significant and included:
• a new ‘senior managers’ regime’
for individuals who are subject to
regulatory approval, which
requires firms to allocate a range
of responsibilities to these
individuals and to regularly vet
their fitness and propriety;

• a ‘certification regime’ which
requires firms to assess the fitness
and propriety of certain
employees who could pose a risk
of significant harm to the firm or
any of its customers; and

• a new set of ‘conduct rules’.
The start date for most of the
regime was 7 March 2016, although
firms had until 7 March 2017 to
issue certificates under the
certification regime and to prepare
for the wider application of new
conduct rules to staff outside the
senior management and
certification regime. These
deadlines were met.
The Society is working towards
compliance with the General Data
Protection Regulation, which will
apply from 25 May 2018.

We are working in consortium with
other building societies on certain
aspects of this project.
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Market Developments / Brexit

With modest economic recovery in
the United Kingdom, anticipation of
further interest rate increases in the
USA and a fall in the value of
sterling following Brexit heightening
the risk of inflation, it is likely that
the next change in Bank Base Rate
will be an increase.
Whilst the timing is uncertain,
particularly given that there may yet
be headwinds for the UK economy
because of Brexit, the pace of
eventual rate increases is expected
to be modest.
However, an unexpectedly sharp
rise in interest rates could test the
resilience of some borrowers.

In addition, the upward pressure on
house prices has continued and
there is a risk of a correction in
house prices, particularly within
some geographical regions that
have experienced strong growth.
The Society protects itself from
these risks by its robust mortgage
underwriting standards and by
arranging appropriate mortgage
indemnity insurance when it lends
at higher loan to value ratios.

to help underpin a gentle
improvement in housing and
mortgage market activity, though
this will be limited as a result of
affordability pressures and new
supply challenges. However, the
uncertainty surrounding Brexit is a
threat to UK economic activity and
hence to the level of activity in the
housing and mortgage markets.

Lending will be supported by house
purchase activity from home movers
and first-time buyers and
remortgage activity across the
board. Buy to let faces a challenging
period as recent tax changes are
expected to adversely impact the
sector over the next couple of
years.
Our Future Plans

For the Society, and the rest of the
building society sector, the
fundamental mutual model remains
intact. The Building Societies
Association undertakes research on

building society and bank customers’
perceptions of the service levels
which they receive from their
institutions.
Time and time again we see that
building societies are out in the lead
in customer perceptions of trust,
value for money, fairness, and quality
of service. This is consistent with the
feedback we receive on a regular
basis from our own members.
Our vision is to be seen as the
leading local building society, based
upon a reputation for providing
members with good value savings
and mortgage products, backed up
by excellent personal service.
We aim to have a successful
business which has a sustainable
level of profitability and a growing
member base, because we are
seen as a relevant and natural
choice for savings locally and a
preferred choice for selected
mortgage intermediaries.

The robust credit assessments and
affordability controls that are in
place have contributed to our low
historical arrears and should ensure
that the Society’s borrowers are
able to manage any likely increases
in interest rates.
Rising interest rates could also
increase risk as the established
relationships between Bank Base
Rate and retail savings and
mortgage rates could quickly
change, requiring careful
management. This is referred to as
‘basis risk’.

We expect the domestic backdrop

Chief Executive Chris White awarded prizes for Volunteer of the Year to
Savings Manager Kerry McDonagh (second left) for her time spent in local
schools helping with reading; the annual FAB Award for excellent
customer service to Office Manager Marie Yates, representing South
Wigston branch; and Jeanette Sobalski (far right) to mark 25 years of
service as Customer Assistant at Rugby Branch.

Annual Review
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We will stay at the heart of our
local communities, helping people
to build savings and buy their own
homes, be an employer of choice
and invest in and support the areas
within which we work.
We will continue to lend
predominantly on prime residential
mortgages backed by robust
affordability assessments and all
lending will be subject to prudent
risk limits, with lending at higher
loan to values subject to mortgage
indemnity insurance. We will
continue to offer a full range of
mortgages, including fixed rate
mortgages, to meet customer
demand.

Over the next three years the
Society plans to use the strength of
its capital base to continue to grow
its residential mortgage book, to
improve its cost income ratio and
its profitability.
The growth of the private rented
sector has been very noticeable in
recent years and buy to let

mortgages will remain an important
feature of that market, despite the
anticipated adverse impact of tax
changes.

We will continue to make available
buy to let mortgages for private
individuals but, in order to best
manage the risks associated with
this type of lending, will continue to
restrict the amount that we will
lend in a year, restrict the
proportion of our overall mortgage
book represented by this type of
mortgage and restrict the
maximum loan to value ratios at
which we will lend.
Our funding will come
predominantly from our members
who use our branches and
agencies, but we will also maintain
our offer of accounts on a postal
basis, in order to serve members
who do not live within easy reach
of our premises, and will continue
to provide a product for local
businesses.

We will continue to develop on-line

functionality for savers and
borrowers, building upon the
success of this already having been
made available to our Offset
account holders.

A growing funding base will be used
to source the increase of our
mortgage book in order to
generate additional profits to
sustain our capital base and to
improve our services for members.
The Society was granted access to
the funding available from the Bank
of England’s TFS and we have used
this to support growth in our
mortgage book, as well as to repay
all the funds we borrowed under
the Bank of England’s Funding for
Lending Scheme.

Funds borrowed under the TFS are
due for repayment from late 2020
onwards but we plan to begin
repayment earlier.
Our future strategy remains
centred on the traditional building
society model, focused on prime
residential lending funded
predominantly from retail savings.
We have always believed firmly in
putting the safety and security of
our members’ funds above the
need to make higher short term
profits and will continue to do so.

Our strong capital ratios enable the
directors to continue to take this
longer term view.

Three local hospices - Leicestershire and Rutland’s LOROS, Nuneaton’s
Mary Ann Evans and Myton, covering Rugby - shared in a donation of
£24,000 from the funds saved in the Society’s Hospice Affinity account the
previous year, bringing the total donated since 2008 to over £120,000.

Annual Review

There has been further
consolidation within the building
society sector over the past few
years, but we are a strong
independent society and it is the
Board’s intention to remain so in
the interests of its members.
Chris White
CHIEF EXECUTIVE
24 January 2018
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• Profit before tax was £1.30m
(2016 £0.34m).

and fixed rate retail savings products.

• Retail deposits increased to
£575.9m (2016 £521.3m), equal
to 93% of total loans outstanding
(2016 97%).

The Society has no need or
intention to sell these derivatives
and so expects the associated fair
value adjustments to reverse out
over the derivatives’ remaining lives.
As this volatility arises primarily due
to timing differences the Board
excludes its impact in measuring
underlying performance.

• Gross capital as a percentage of
shares and borrowings of 5.8%
(2016 6.8%).

• Funding from the short-term
wholesale market £9.8m (2016
£19.1m).

Andrew Payton

FINANCE DIRECTOR
FINANCE DIRECTOR’S REPORT
Summary financial position

The following list sets out key
financial measures as at 30
November 2017 compared with
the position at 30 November
2016.

• Increase in net interest income to
£7.89m (2016 £7.08m).

• Net interest margin was 1.15%
(2016 1.17%).

• Administrative expenses including
depreciation and amortisation
increased to £7.11m (2016
£6.66m).

• Management expenses as a
percentage of mean total assets
decreased to 1.03% (2016
1.10%).

• Profit before tax and net
gains/losses from derivative
financial instruments increased to
£0.91m (2016 £0.53m).

• Funding raised from the Bank of
England’s Term Funding Scheme
and Indexed Long-Term Repo
(ILTR) operations, using existing
mortgage assets as collateral of
£113.0m (2016 £54.0m).

This leads to volatility in results; such
volatility would only be realised if the
Society chose to sell the derivativesbefore they reach maturity.

• Liquid assets of £116.7m (2016
£90.2m) representing 16.7% of
shares and borrowings (2016
15.2%). Of this, £5.0m was held in
UK Government stock and
£106.1m on deposit at the Bank
of England.

• Growth of £79.4m in the
Society’s mortgage portfolio to
£619.7m (2016 £540.3m),
including buy to let mortgages
totalling £131.4m (2016 £96.7m).

• Mortgage advances totalled
£193m (2016 £172m) including
advances on buy to let mortgages
of £57m (2016 £29m).
Profit before tax and derivative
financial instruments

In 2017, profit before tax and net
gains/losses from derivative
financial instruments increased to
£0.91m (2016 £0.53m).

The Society uses derivative
instruments to manage exposure to
changes in interest rates which arise
from fixed rate mortgage lending

Net interest margin

The difference between the
interest rates earned from
mortgages and liquid assets
compared with those paid on
savings and wholesale funding is
called the net interest margin and is
a key measure of the Society’s
underlying performance.

When interest rates started to fall
rapidly, in 2008 and 2009, the
Society reduced its savings rates by
less than the reduction in Bank Base
Rate in order to do what it could
to protect the income of its savers
and this contributed to a narrowing
of the net interest margin.

Annual Review
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The margin earned by the
underlying business has since
improved. In 2017 the net interest
margin was 1.15% (2016 1.17%).

questionnaires that they like our
personal approach, often singling
out individual staff members for
praise. The message keeps coming
through loud and clear that our
members dislike call centres and
the anonymity of the larger banks
and building societies.

Costs have increased in 2017
because of investment in our IT
infrastructure, the cost of
compliance with regulatory
requirements, recruitment costs and
additional staff costs, as the Society
improved its capacity for future
growth.
Administrative expenses including
depreciation and amortisation
Following the onset of the financial
crisis administrative expenses
including depreciation and
amortisation were contained at a
much lower level than before.

As our income reduced as a
consequence of lower interest rates
and subdued economic activity we
had to adopt a careful approach
and keep close control of our costs.
As economic conditions have
improved we have invested in
facilities, services and staffing to
ensure that the Society has the
capacity to compete and grow,
which is in the interests of its
members.

When managing costs, the directors
are mindful of the need to ensure
that we can continue to provide
high quality services to members
and our customer satisfaction
surveys continue to produce
positive results.
Members consistently comment in

Annual Review

available for sale reserve as shown
in the balance sheet.

As the Society’s gross capital largely
represents general reserves
generated exclusively from retained
profit there is no on-going cost to
service this capital, putting the
Society in a strong position for
future activity.
As expected, the gross capital ratio
has fallen during a period of strong
growth while remaining well above
regulatory requirements.
Funding

Capital

Capital is held to provide
protection for members’ deposits
against losses from lending.

The Society generates capital from
profit made by normal business
activities.

At 30 November 2017 the
Society’s gross capital ratio (gross
capital expressed as a percentage of
total shares and deposits) was
5.83% (2016 6.79%).
Gross capital represents the sum of
the general reserve and the

In accordance with its role as a
mutual building society the Society
draws the majority of its funding
from its members in the form of
retail deposits, which at 30
November 2017, represented 82%
of the Society’s total funding.

The Society also makes use of
wholesale funding and funding from
the Bank of England for balance
sheet management flexibility.

Retail savings balances grew by
£54.6m in 2017, with funding from
the Bank of England increasing by
£59.0m and funding from wholesale
sources reducing by £9.4m.
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Liquidity management

The Society’s directors consider it
prudent to hold an appropriate
level of high-quality liquidity and at
the 2017 year-end, liquid assets
totalled 16.7% of shares and
borrowings (2016 15.2%).
At 30 November 2017 the
Society’s liquid assets totalled
£116.7m, of which £111.1m was
held at the Bank of England or in
UK Government stock.

The Society, in common with its
peers, has access to the Bank of
England’s Discount Window Facility,
Indexed Long-Term Repo (ILTR)
operations and until 28 February
2018 the Term Funding Scheme,
should the need to raise further
funds arise.
Assets and mortgage balances

In 2014 the Society improved the
quality of its liquidity and
consequently needed to hold less,

resulting in a reduction in total
assets. In 2015, 2016 and 2017,
total assets grew as a result of
growth in the Society’s mortgage
book of £21.7m, £64.9m and
£79.4m respectively.

Mortgage advances in 2017 totalled
£193m, up from £172m last year.
This lending included a managed
amount of buy to let business, as
margins on this type of business
were attractive.
The Society restricts its buy to let
lending to lower loan to value
ratios than it considers for owner
occupied loans.

book) and we continue to benefit
from an extremely low level of
mortgage arrears.

As a result of the quality of the
Society’s mortgage book we are
very well placed to take advantage
of an upturn in the market.

At 30 November 2017 only 11
borrowers were in arrears with
their monthly mortgage repayments
by one month or more (2016 12)
representing just 0.20% of all
borrowers (2016 0.22%).

At the year-end, buy to let
mortgages totalled 21% of the
Society’s total mortgage book.

Lending in 2017 also included
residential loans at up to 95% loan
to value, which included loans to
first-time buyers, where the
borrower’s ability to pay has been
carefully assessed.

All lending in excess of 80% loan to
value is backed by mortgage
indemnity insurance, which protects
the Society’s interests in the event
of the borrower going into default.
Credit risk performance

At the Hinckley & Rugby, the safety
and security of our members’
savings has always been of
paramount importance. This is
embodied in the Society’s prudent
approach to mortgage lending
(resulting in a high-quality mortgage

This is much lower than the
industry average as reported by UK
Finance (the trade association for
the UK banking and financial
services sector).
There were no properties in
possession at 30 November 2017
or at 30 November 2016.
Andrew Payton
FINANCE DIRECTOR
24 January 2018

Annual Review
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FINANCIAL RESULTS for the year ended 30 November 2017
Results for the year

Net interest receivable
Other income and charges
Net gain (loss) from derivatives
Administrative expenses

Operating profit before provisions
Financial Services Compensation Scheme Levy
Profit for the year before taxation
Taxation
Profit for the year

2017
£ ’000

2016
£ ’000

7,892
147
394
(7,106)

7,076
256
(186)
(6,661)

1,300
(291)

341
(101)

1,327
(27)
1,009

Financial position at the end of the year
Assets

Liquid assets
Mortgages
Derivative financial instruments
Fixed and other assets
Total assets

Shares
Borrowings
Derivative financial instruments
Other liabilities
Reserves
Total liabilities

Colin Franklin
Christopher White
Andrew Payton

90,233
539,847
605
6,014

557,363
141,325
513
518
40,738

504,756
89,726
1,272
585
40,360

740,457

Approved by the Board of Directors on 24 January 2018.
Chairman
Chief Executive
Finance Director
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116,683
618,545
965
4,264
740,457

Liabilities

485
(144)

636,699

636,699
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SUMMARY OF KEY FINANCIAL RATIOS

Gross capital as a percentage of shares and borrowings
Liquid assets as a percentage of shares and borrowings
Profit for the year as a percentage of mean total assets

2017
%

2016
%

16.70

15.18

1.03

1.10

Management expenses as a percentage of mean total assets

Gross capital as a percentage of shares and borrowings

5.83
0.15

6.79
0.04

The gross capital ratio measures the proportion which the Society’s capital bears to the Society’s liabilities to
investors. The Society’s capital consists mainly of profits accumulated over many years in the form of reserves.
Capital provides a financial cushion against unforeseen eventualities which might arise in the Society’s business and
ensures that investors are properly protected.

Liquid assets as a percentage of shares and borrowings

The liquid assets ratio measures the proportion that the Society’s assets held in the form of cash and short term
deposits bears to the Society’s liabilities to investors.

Most of the Society’s assets are long term mortgages, while many of its liabilities to investors are repayable on
demand. Liquid assets are required to ensure that the Society can effectively manage this situation. They are
generally readily realisable, enabling the Society to meet requests by investors for withdrawals from their accounts,
to make new mortgage loans to borrowers and to fund its general business activities.

Profit for the year as a percentage of mean total assets

The profit/assets ratio measures the proportion which the profit after taxation for the year bears to the average of
the Society’s total assets during the year.
The Society needs to make a reasonable level of profit each year in order to maintain its capital ratios at an
appropriate level to protect investors and to satisfy regulatory requirements.

Management expenses as a percentage of mean total assets

The management expenses ratio measures the proportion that the Society’s administrative expenses bear to the
average of the Society’s total assets during the year.

Management (or administrative) expenses consist mainly of the costs of employing staff and of running the
Society’s branches, other office costs, advertising, etc. Expenses need to be controlled so that the Society operates
as efficiently as possible while providing the service that members require.

Annual Review
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INDEPENDENT AUDITOR’S STATEMENT TO THE MEMBERS AND
DEPOSITORS OF HINCKLEY & RUGBY BUILDING SOCIETY
Opinion

We have examined the Summary Financial
Statement of Hinckley & Rugby Building Society (‘the
Society’) for the year ended 30 November set out
on pages 3 to 13.
On the basis of the work performed, as described
below, in our opinion the Summary Financial
Statement is consistent with the full annual accounts,
the Annual Business Statement and Directors’
Report of the Society for the year ended 30
November 2017 and conforms with the applicable
requirements of section 76 of the Building Societies
Act 1986 and regulations made under it.
Basis for opinion

Our examination of the Summary Financial
Statement consisted primarily of:

• Agreeing the amounts and disclosures included in
the Summary Financial Statement to the
corresponding items within the full annual accounts,
Annual Business Statement and Directors’ Report
of the Society for the year ended 30 November
2017, including consideration of whether, in our
opinion, the information in the Summary Financial
Statement has been summarised in a manner which
is not consistent with the full annual accounts, the
Annual Business Statement and Directors’ Report
of the Society for that year;

• Checking that the format and content of the
Summary Financial Statement is consistent with the
requirements of section 76 of the Building Societies
Act 1986 and regulations made under it; and

• Considering whether, in our opinion, information
has been omitted which although not required to
be included under the relevant requirements of
section 76 of the Building Societies Act 1986 and
regulations made under it, is nevertheless
necessary to include to ensure consistency with
the full annual accounts, the Annual Business
Statement and Directors’ Report of the Society
for the year ended 30 November 2017.

We also read the other information contained in the
Annual Review and consider the implications for our

Annual Review

statement if we become aware of any apparent
misstatements or material inconsistencies with the
Summary Financial Statement.

Our report on the Society’s full annual accounts
describes the basis of our opinions on those annual
accounts, the Annual Business Statement and
Directors’ Report.

Directors’ responsibilities

The directors are responsible for preparing the
Summary Financial Statement within the Annual
Review, in accordance with applicable United
Kingdom law.
Auditor’s responsibilities

Our responsibility is to report to you our opinion
on the consistency of the Summary Financial
Statement within the Annual Review with the full
annual accounts, Annual Business Statement and
Directors’ Report and its conformity with the
relevant requirements of section 76 of the Building
Societies Act 1986 and regulations made under it.
The purpose of our work and to whom we owe
our responsibilities

This auditor’s statement is made solely to the
Society’s members, as a body, and to the Society’s
depositors, as a body, in accordance with section 76
of the Building Societies Act 1986. Our work has
been undertaken so that we might state to the
Society’s members and depositors those matters we
are required to state to them in such a statement
and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume
responsibility to anyone other than the Society and
the Society’s members as a body and the Society’s
depositors as a body, for our work, for this
statement, or for the opinions we have formed.
Simon Clark
For and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
One Snowhill
Snow Hill Queensway
Birmingham B4 6GH
24 January 2018
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Hinckley & Rugby is passionate about being a good
citizen and a great place to work. Our proactive
approach to helping others in our heartlands of
Leicestershire and Warwickshire fits perfectly with our
ethos as a mutual.

Thanks to their volunteering, and the Society’s
encouragement, our staff feel good and it makes our
region a better place to live, save, work and buy a home.
The Society is proud of its pioneering volunteer
scheme ‘Community First’ which gives staff up to three

days’ paid leave each year to get involved in
volunteering projects of their choice.

We are delighted to be members of Leicestershire
Cares, with our staff volunteering each week on
projects with local schoolchildren struggling with
literacy and numeracy.

The Society’s community work enables, in small but
frequent ways, very good things to happen that help
members of our extended family of neighbours,
customers and friends.

The Society staff tradition of dressing up and fundraising for Children in Need continued this year and
along with our members’ support managed to raise more than £1,900 for the charity.

The Society stepped in to help Matthew Chilvers, from
Broughton Astley, with his costs after he was selected to
represent the East Midlands at tennis at the Special
Olympics National Games in Sheffield.

Young artists
were able to
show their
work for the
first time as
part of the
Rugby Festival
of Culture in
an exhibition
sponsored by
the Society.
Dylan Janes’
work (left)
was chosen as
the best in
show.

Annual Review
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A team of staff and family took part in the annual
Lutterworth Santa Fun Run in November, an event the
Society has sponsored since it began in 2010.

Members casting their votes at the
Society’s 2017 AGM helped raise
£1,250 for the Rainbows Hospice for
Children and Young People.
Customer Assistant Michaela
Whitehurst was very happy to pass
on the cheque to Corporate
Fundraiser Tom Stanyard at Castle
Street branch.

A Society donation
helped St Mary’s
Church in Hinckley
host its annual Teddy
Bear Bungee to raise
funds for vital church
maintenance.
Accounts Assistant
Nate Jones and
Society bear
‘Fearless Freddie’
trialled the
equipment with Rev
John Whittaker.

The Society sponsored new trophies for Burgess Bowls Club in Burbage ahead
of the start of the new season, following a plea for help from the club’s
Competition Secretary Paul Buckby.

Annual Review
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Volunteers Stewart Heeley, Marie
Barnes and Evan Crosskey
received their end of term
certificates from Leicestershire
Cares for their participation in
the Number Partners project at
Manorfield Primary School, in
Stoney Stanton.

The Society went red for the day in February in support of
Comic Relief - staff in Savings Department organised a cake sale,
helping to raise £500 for the charity.

A Mortgage
Department team
took part in a charity
‘Wolf Run’ to raise
funds for Pink Pants
Trust - a charity
founded by fellow
colleague Sally
Chapman (centre).

A team of staff from various Society departments joined forces to clear paths through the woods at Fosse
Meadows Nature Area, near Sharnford, in an annual community team challenge for Leicestershire Cares.
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Page 18 SDR/SFS.qxp_Layout 1 22/03/2018 15:41 Page 1

Principal Office
Upper Bond Street
Hinckley
Leicestershire LE10 1DG

Tel: 0800 434 6343
Web: hrbs.co.uk
Email: enquiry@hrbs.co.uk

The Society is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and Prudential Regulation Authority. The Society’s Registration number is 206043.

SOCIETY BRANCH OFFICES AND BRANCH AGENTS

A full list of the Society’s branch offices across Leicestershire and Warwickshire, as well as details of its branch
agents, together with contact telephone numbers and opening hours can be found on Hinckley & Rugby’s
website at hrbs.co.uk/pages/branches.php

