Annual Report and Accounts
Year ended 31 December 2019

Contents
Contents ......................................................................................................................................................................................... 2
Chair’s Statement ........................................................................................................................................................................... 3
Chief Executive Officer’s Statement ............................................................................................................................................... 5
Strategic Report .............................................................................................................................................................................. 7
Directors and Officers ................................................................................................................................................................... 12
Directors’ Report for the year ended 31 December 2019 ............................................................................................................. 15
Corporate Governance Report...................................................................................................................................................... 16
Directors’ Remuneration Report ................................................................................................................................................... 34
Directors’ Responsibilities Statement ........................................................................................................................................... 40
Independent auditor’s report ......................................................................................................................................................... 41
Income and Expenditure Account ................................................................................................................................................. 47
Statement of Comprehensive Income ........................................................................................................................................... 47
Balance Sheet .............................................................................................................................................................................. 48
Statement of Changes in Members’ Interests ............................................................................................................................... 49
Cash Flow Statement ................................................................................................................................................................... 50
Notes to the Annual Report and Accounts .................................................................................................................................... 51
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.

Accounting policies .......................................................................................................................................................... 51
Interest receivable and similar income............................................................................................................................. 55
Interest payable and similar charges ............................................................................................................................... 55
Other operating income ................................................................................................................................................... 55
Net gains from derivative financial instruments ............................................................................................................... 56
Administrative expenses .................................................................................................................................................. 56
Staff numbers .................................................................................................................................................................. 56
Remuneration of Directors ............................................................................................................................................... 56
Transactions with directors and connected persons ........................................................................................................ 57
Transactions with related businesses .............................................................................................................................. 57
Tax on profit on ordinary activities ................................................................................................................................... 57
Loans and advances to credit institutions ........................................................................................................................ 58
Debt securities ................................................................................................................................................................. 58
Loans and advances to customers .................................................................................................................................. 59
Impairment provisions...................................................................................................................................................... 60
Other assets .................................................................................................................................................................... 60
Deferred taxation ............................................................................................................................................................. 61
Intangible fixed assets ..................................................................................................................................................... 61
Tangible fixed assets ....................................................................................................................................................... 62
Investment properties ...................................................................................................................................................... 62
Shares ............................................................................................................................................................................. 63
Amounts owed to credit institutions ................................................................................................................................. 63
Amounts owed to other customers .................................................................................................................................. 64
Derivative financial instruments ....................................................................................................................................... 64
Other liabilities ................................................................................................................................................................. 65
Provisions for liabilities and charges ................................................................................................................................ 65
Financial instruments ....................................................................................................................................................... 66
Guarantees and other financial commitments ................................................................................................................. 80
Country-by-Country reporting .......................................................................................................................................... 81

Glossary of Terms ........................................................................................................................................................................ 82
Annual Business Statement .......................................................................................................................................................... 84
Details of Directors serving during the year .................................................................................................................................. 85

Buckinghamshire Building Society

2

Annual Report and Accounts 2019

Chair’s Statement
well known, but also making sure that we stay relevant in a
fast changing world. I have long been a passionate
advocate for mutuality, seeing the way that mutuality has
shaped the organisations that I have worked for over my
career.
At the heart of a successful building society is a committed
and skilled board, working to high governance standards,
supporting and challenging the Society’s management and
developing and testing the Society’s strategy. I became
the Society’s Chair in October 2019 and wish to pay tribute
to my predecessor as Chair, Robin Bailey, who is
continuing as a Board member into 2020 to facilitate an
effective transfer of the role. Robin has been a powerful
advocate for the Society and on very many occasions has
gone the extra mile to serve the Society and its members
over his nine years of tenure. Also standing down in 2020
is Board member Robert Sinclair, who has provided
invaluable support to the Society with his depth of
understanding of the mortgage market combined with
diligence and sound judgment. The contribution of both will
be missed. I am pleased to report, at the time of writing,
that recruitment of their replacements is well under way
and it has been gratifying to see a high calibre of applicants
keen to join our Board. During the course of 2019 Rajesh
Patel, our Finance Director & Deputy CEO, who had served
as an Executive Director for nine years, left the Society. I
wish to record our appreciation for the excellent job Rajesh
has done for our Society and wish him success in his new
role. Darrin Ramdeen has joined the Society as Finance
Director to replace Rajesh. Another key management
appointment this year was Society Secretary, Chandreyee
Banerjee, to permanently fill the vacancy left by the passing
of John Davies, who until recently held the role of Society
Secretary for many years. The Society is also grateful to
Tony Gration, who acted as the Society Secretary in the
interim.

A climate of political turmoil prevailed throughout 2019, and
the resulting uncertainty became a major element in the
UK’s business landscape. Whilst the landmark general
election at the end of the year drew a line under some of
the causes of that uncertainty, there are many challenges
that lie ahead in restoring confidence within the business
community and, indeed, amongst consumers faced with
major financial decisions.
A weaker market for housebuying brought still more intense
competition for mortgage lending and 2019 saw a further
reduction in mortgage rates for new borrowers across the
industry, and this, in turn, led to reductions in rates for
savers.
Against this unstable backdrop, the Society’s performance
in 2019 was creditable, increasing its asset base, its level
of new lending and the overall size of its lending book to
record levels. It has achieved these results whilst also
embarking on a substantial programme of organisational
improvement designed to enable the Society to compete
more effectively in the years ahead.

The Society can be justly proud of the results and progress
achieved in 2019. These achievements are the result of a
great deal of hard work by the management and staff of the
Society and the loyalty and support of our members who
remain, and always will remain, the focus of our
endeavours. To that end, I am particularly pleased to report
that in a reversal of recent trends, the Society’s
membership grew in 2019.

The Buckinghamshire Building Society is one of the bestcapitalised societies in the UK relative to its asset size – a
true measure of the Society’s financial strength. The
increase in size of the Society’s capital base in 2019 has
added to that strength, and further contributes to the
Society’s ability to withstand future adverse economic
downturns, whenever they arise.
The Society has emerged from 2019 with a clear vision of
the role it needs to play in the mortgage and savings
industries, how it will compete and serve its members and
how it can play an even bigger part in the life of our local
community. We recognise that to be an effective competitor
in a crowded market place, we need to have a distinctive
position where members know that we are on their side
and where they can rely on us to do the right thing in our
dealings with them.

There will doubtless be challenging times ahead in the
mortgage and savings markets and the Society recognises
the need to adapt to meet the needs of its members and
customers, but your Society’s Board is confident that the
Buckinghamshire Building Society can continue to thrive
and prosper in the years ahead.

The Society is committed to our independent future as a
successful mutual building society, taking with us the
member-focussed values for which building societies are

Dick Jenkins
Chair

Buckinghamshire Building Society
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Gross Lending

Share and Deposit Balances

Reserves

Profit after Tax

Net Interest Margin

Management Expenses

3.00%

2.50%

2.80%
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2.11%
1.92%

1.99%

2.07%

1.50%

1.00%

0.50%

0.00%
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2019

Liquid Assets Ratio

Total Assets

Please refer to the Glossary of Terms on page 82 for a definition of what these terms mean
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Chief Executive Officer’s Statement
Key indicators
• Mortgage book increased £19.7m / 9.9% (2018: £9.7m /
5%) to £218.6m
• Gross new mortgage lending of £55m (2018: £50m)
• Total savings balances increased by £30.1m (2018:
£3.6m)
• Profit before tax: £1.59m (2018: £1.57m)
• Costs: £3.6m (2018: £3.3m)
• Management Expense Ratio: 1.38% (2018: 1.38%)
• Total capital ratio: 24% (2018: 25%)
• Liquidity ratio: 22.78% (2018: 20.18%)
2019 was a challenging year for everyone in our core areas
of business. It was a year characterised by uncertainty. In
particular, the mortgage market was very subdued, with
little or no house price growth, reduced levels of gross
lending and extraordinary levels of competition on
mortgage rates.

regulatory and resilience projects), offset by the added
income from the larger mortgage book and improving
efficiency in our operations.

I am pleased to be able to say that your Society has
adapted very well to these conditions. We have continued
to evolve to meet the ongoing challenges. Our results in
2019 show that we remain relevant and competitive in
meeting the continually developing needs of members for
mortgages and savings products. This is our mission as a
mutual society and we aim for just enough profitability to
support our development as a regulated financial
institution. Our focus is to be dynamic and resilient to
enable us to continue to do so long into the future. In terms
of our capital and liquidity strength, as well as the
momentum in our mortgage and savings business, we
approach 2020 in a stronger position than ever.

Our capital and liquidity, the ultimate measures of safety for
a financial institution, remain very strong in 2019. Tier 1
Capital is at 24% a slight reduction from 25% last year and
our liquidity ratio has increased to 22.78% from 20.18%.
Carrying more capital and liquidity than we need is a cost
to the Society that we will look carefully at in 2020 so that
we are striking the best balance for our members. We will
always remain prudent and conservative in this respect.
Serving our members
We are a mutual society – and now that I have been here
for just over a year, I can tell you that really means
something. Serving our members and being a meaningful
contributor to our community is not a means to an end (of
making more money or having a better brand reputation), it
is quite simply what we are fundamentally here for. In
many cases, we provide mortgage finance to people who
might not otherwise easily access it. We are careful and
prudent with our lending but we also take well-managed
risks to achieve our objectives. We seek a fair return to
ensure our resilience and in order to reward our savers
consistently and over the long term. Behind all of this is a
Society that reflects its community involvement in its
service ethos and charitable activities.

Performance Overview
Both our mortgages and savings performed very well in
2019.
We wrote new mortgages of £55m in 2019, an increase of
10% in a flat market. This is not because we sacrificed
pricing or risk appetite, it was due to a sharper focus on the
areas in which we can be competitive and refining our
processes and policies to enable that. The net lending
increase of £20m was particularly pleasing, showing our
members increasingly re-mortgaging with us in a very
competitive market, bringing our mortgage book to
£218.5m, the highest it has ever been. Our aim is to grow
our book safely so that we can be more efficient and reflect
those efficiencies in our products and services for our
members.

I am convinced from my experience to date that the more
that our members know about what we do and how we do
it, the more they will be proud of their membership, and
support us as a differentiated and positive contributor to the
financial services marketplace and even advocate for us.
We will be seeking to engage with you, our members,
much more into the future and we hope you will welcome
this.

We have had an extremely successful year in attracting
new savings to the Society, growing by £30.1m and
acquiring many new members. Over the years we have
given, and continue to give, consistently good rates to our
savers.

Listening to our members
Our member survey in 2019 continues to show 97% of
responses rating our service as satisfactory or better, with
the vast majority rating us as excellent or good.

Profit before tax was essentially maintained at 2018 levels
– a very strong performance despite the competitive
pressures on rates on both sides of the balance sheet. Our
costs have shown some increases (principally the costs of
the additional funding, recruiting and retaining high quality
staff, and particularly the costs of external help with

Buckinghamshire Building Society

We received 33 complaints in 2019 equating to 0.3% of
members (30 in 2018, 0.3% of members) and as in recent
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years, none of these customers found it necessary to refer
their complaints to The Financial Ombudsman Service.

and security. Our systems are now monitored 24/7 by
dedicated security professionals ready to react immediately
to any threat or malicious traffic. We also implemented
security upgrades to our online customer and broker
portals. We have focussed a lot of energy and investment
this year on improving our business continuity planning and
enhancing our staff training with simulation testing
exercises to cope with potential cyber and other risks.

Part of the community
As the Buckinghamshire Building Society, we are unique as
a
financial
services
provider
headquartered
in
Buckinghamshire and located exclusively in this county.
Through our intermediary network, we write mortgages for
borrowers spread all over England and Wales. We believe
we have a special responsibility to support our community
in Buckinghamshire. Broadening out from our local village
of Chalfont St Giles where we are based, we will be
increasingly adapting our products and services to
differentiate positively towards members in our local area.

We have continued to invest in our digital services and this
year launched an online platform to make it much easier for
members whose mortgage product is nearing its end date
to transfer to a new product with us. The Broker Online
portal which enables intermediaries to submit mortgage
applications electronically has also seen improvements this
year with further developments to improve this service
planned for this coming year.

Our charitable foundation initiatives continue to support
local good causes, looking for new ways to involve our
members in these endeavours. We were delighted to be
awarded our Community Investor badge from Heart of
Bucks community foundation; this recognises our support
to local communities and charities.

Beyond our existing branch, postal and email channels, we
continue to invest prudently in advancing our digital
services. In 2019, we have invested in the foundations of
our digital platform to enable us to increase that
functionality.

In the past the Foundation has donated to Macmillan
Cancer Support, Medical Detection Dogs and this year
Pace Children’s Charity is the recipient. The charity we
support is chosen by our members when they exercise
their right to vote at the AGM. In addition, for every vote
cast we donate an amount to a local charity (25p per postal
vote and 50p per online vote). Once again Chiltern
Foodbank was the recipient of this donation.

Our people
The commitment, togetherness and professionalism of our
team are what make this Society special. To succeed in the
modern financial services market, we need to combine
wide ranging experience and capability with a deep affinity
with the objectives of the Society and “doing the right
thing”. It is a privilege to have the opportunity to work in
this environment.

During 2019 we continued to be active in the local
community. Local events/initiatives that we contributed to
during the year include:







Conclusion and outlook
Your Society has performed very well in 2019 and is as
strong, or stronger, than it has ever been. We continue with
determination and capability to deliver excellent products
and service to our savers and mortgage borrowers. There
is some optimism that 2020 may be characterised by less
market uncertainty than 2019 and we all hope that is the
case. A small society can more easily be buffeted by
headwinds, but we also have the flexibility to adjust and
adapt quickly. After 113 years since its foundation, we are
ambitious for this Society, on behalf of our members
present and future, to develop in size, relevance, resilience
and capability long into the future.

Chiltern Dial-a-Ride van maintenance
Financial Education sessions delivered at Chalfont
Community College
Donation to the Chalfont St Giles Village Hall to
install WiFi
Wycombe Homeless Connection
Chalfont St Giles Show
Chalfont St Giles Christmas tree and lights

Our whole team are committed to this – with numerous
examples of supporting local charity initiatives. We have,
this year extended additional paid volunteering days for all
of our staff to support voluntary community contributions.

I wish to thank all of my colleagues for their hard work and
commitment and you, our members, for your loyalty and
support to the Society.

Strategic investment
As a regulated financial services firm, we need to
continually invest heavily in our operational resilience. This
includes continuous development of our IT infrastructure,
data protection, cyber resilience and in the capabilities and
development of our people.

Gerard O’Keeffe
Chief Executive Officer

During 2019 we completed the migration of our IT
infrastructure to external providers to improve our resilience

Buckinghamshire Building Society

11 March 2020
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Strategic Report
The Strategic Report seeks to provide a fair, balanced and
understandable review of the Society’s business model and
strategy, the environment in which it operates and its
performance in the year.

develop our products, services and systems for the digital
expectations of our future members.
A modern regulated financial services business requires
very professional staff and it is important to maintain our
ability to attract and retain such people whose values
resonate with those of the Society.

Purpose
The fundamental purpose of the Society is to help people
achieve financial security by providing a safe home for their
savings and helping them to buy a home of their own, at
whatever stage of their life, particularly where the
complexity of their circumstances requires a bespoke
approach.

Finally, we recognise the close and enduring bond with our
members and our local communities in Buckinghamshire.
We intend to increase our focus on building links with the
existing members and encourage them in their loyalty and
advocacy for the Society by understanding the reality of our
purpose, mission and culture. We also intend to deepen
our engagement with our local community, so that we are
increasingly seen to make a real difference in
Buckinghamshire, for example “doing the right thing” in our
charitable support, financial education programmes and
volunteering.

Our vision
Our vision is to build a members’ society, fit for purpose to
valuably serve our members, present and future, and
thereby prosper in a challenging environment.
Culture
The culture of the Society can be summarised as “doing
the right thing”. Linked to our purpose and vision, our
culture has a direct impact on our ability to attract, retain,
and engage high quality staff whose values resonate with
our mission. This is a people business.

Our strategy will be reviewed annually to ensure that it
remains appropriate.
Our competitive strengths
• Flexibility and experience in individual bespoke
mortgage underwriting
• Wide range of savings products that are consistently
competitive and attractive
• High levels of customer satisfaction
• Trusted by our members
• Strong balance sheet and capital reserves
• Excellent structural capacity for organic growth
• A strong board and management team with a track
record of delivery, supported by highly engaged and
talented colleagues

When this culture combines with engagement with our
members and our local community, this becomes the core
of our sustainability. Our culture and the engagement of our
staff can increasingly differentiate the Society in ways that
are powerful, authentic and difficult to replicate.
Strategy
Our strategy is to build on the Society’s very solid
foundations of capital and funding, with a purposeful and
capable staff, management and board. The Society aims to
deliver afresh and sustainably for the 21st Century on its
fundamental purpose.

Our business model
Buckinghamshire Building Society is a strong, independent
and regional building society focussed on providing
residential mortgages and is funded primarily by members’
savings accounts. We do not provide current accounts,
consumer lending, insurance products or any advice. Our
business model is aligned with our strategic priorities, as
evidenced by the metrics presented below:

In pursuing this strategy, we seek to balance maintaining
and improving the financial strength of the Society to
ensure long-term sustainability with the needs of our
members by providing them with competitive value for
money products and services.
The strategy was reviewed during 2019, focussing on what
we need to do to ensure the sustainability of the Society
into the future in a highly competitive market. The
foundation of this sustainability is to remain prudent in our
financial and risk management. The operational resilience
of the Society is a bedrock of our stability and therefore
always under review and continuous improvement.

Funds are raised from (Total £279m):
1. Customer deposits – 84%
2. Wholesale funding – 7%
3. Reserves – 9%
These funds are used to provide (Total £219m):
1. Mortgages for owner occupiers – 85%
2. Mortgages for buy-to-let investors – 14%
3. Mortgages for commercial properties – 1%

The strategy of the Society continues to be to develop and
maintain high quality products for the evolving mortgage
and savings markets, supported by an exceptional service
ethic.
The pricing of these products balances the
requirements of the market with the need to make a
sustainable financial return. We continue to be very
successful in achieving this balance. Over time, our
sustainability and prudent approach requires us to grow our
business significantly faster than the rate of increase in the
costs of the Society. This will enable us to continue to

Buckinghamshire Building Society

We generate income from (Total £5.2m):
1. Net Interest Income – the difference between the
interest and fees charged for mortgages and the
interest paid on member deposits and other
funding
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What we incur costs on (Total £3.6m):
1. Paying our people
2. Systems and technology
3. Property and other operating costs
4. Regulatory costs
5. Professional services

What we use our profits for (Total £1.6m):
1. Maintain our capital strength
2. Invest in delivering improved products
services for members
3. Support future growth
4. Support the local community
5. Pay taxes

and

Performance overview
Key Performance Indicators

2015

2016

2017

2018

2019

Member satisfaction

98%

83%

98%

97%

97%

Number of members

10,074

11,033

10,708

10,113

10,273

Capital – Common Equity Tier 1

27%

25%

24%

25%

24%

Reserves

£20m

£21m

£22m

£24m

£25m

Interest margin*

2.80%

2.11%

1.92%

1.99%

2.07%

Profit before tax (PBT)

£2.9m

£1.7m

£1.3m

£1.6m

£1.6m

Management expense ratio*

1.44%

1.33%

1.34%

1.38%

1.38%

Profit after tax (PAT)

£2.3m

£1.3m

£1.1m

£1.3m

£1.3m

Profit (PAT) as a % of total assets

1.11%

0.63%

0.47%

0.53%

0.49%

Gross mortgage lending

£24m

£48m

£41m

£50m

£55m

-6%

12%

6%

5%

10%

Total loans

£159m

£178m

£189m

£199m

£219m

Mortgage arrears*

0.58%

0.65%

0.77%

0.83%

0.77%

Retail shares and deposits*

£179m

£200m

£207m

£204m

£234m

Liquidity ratio*

29.55%

26.67%

22.53%

20.18%

22.78%

Total assets

£205m

£225m

£241m

£246m

£279m

Growth in mortgage assets

* refer to the Glossary of Terms on page 82 for a definition of these terms

Each of the following sections represents key performance
indicators which are measured against actual performance
on a regular basis. The Society’s principal risks and
uncertainties are set out on pages 10 to 11; these can
impact certain key performance indicators and therefore
the strategy of the Society.

requirements for the foreseeable future, the ratio again
compares favourably to the rest of the mutual sector.
Revenue
Revenue has increased by 7.5% in 2019 compared to 2018
and in line with our plans. The increase has been driven by
mortgage balances increasing at a greater rate than
savings balances throughout the year, and the average
margin achieved has increased. Margin has increased due
to Bank of England Base Rate and our own standard
variable rate for mortgages being higher for most of 2019
compared to 2018.

Capital
This is an important measure of financial strength – the
ability to absorb financial stresses and hence protect
members’ interests. Over 99% of the Society’s capital
consists of retained earnings accumulated over many
years. This capital is described as Tier 1 Capital and is
considered to be the highest quality of capital by our
regulators. The Society also holds capital in the form of a
revaluation reserve and collective loan loss provisions.
The Society’s gross capital ratio is 9.9% (10.7% in 2018).
Our gross capital remains one of the strongest in the
mutual sector. Free capital (see Glossary of Terms on
page 82) is 9.50% (10.24% in 2018).

Costs
In line with our plans, costs have increased over the last
year. We have continued to invest in our business by
recruiting and retaining high quality staff and engaging
external help for regulatory and resilience projects. We
have also invested in our IT systems to make them more
resilient. Costs have increased in line with total assets and
as a result our management expense ratio has remained at
1.38%. Equally, as revenue has increased at a similar rate
to our costs the cost income ratio has remained stable at
69%. Both our management expense ratio and our
cost/income ratio (see Glossary of Terms on page 82) are
in line with the rest of the mutual sector.

The Society’s Core Equity Tier 1 ratio (CET1), which is
calculated as Core Tier 1 Capital divided by Risk Weighted
Assets, was 24% as at 31 December 2019 (25% in 2018).
This has decreased slightly in the last year as mortgage
growth was higher than the growth in capital generated by
profits. The CET 1 ratio has remained ahead of current
regulatory requirements throughout the financial reporting
period and is expected to remain ahead of regulatory

Buckinghamshire Building Society
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Profit
The Society achieved a profit before tax of £1.6m in 2019,
matching the £1.6m achieved in 2018. The Board is
pleased with this performance, which is in line with the
agreed strategy to balance the objectives of generating
sufficient profits to maintain our financial strength, whilst
also delivering value to our members by providing
competitive mortgages and savings products.

All loans are manually underwritten by a team of
experienced underwriters, who adhere to a lending policy
agreed by the Board. Responsible lending and affordability
are the key criteria when making a lending decision. This
approach has proved successful in the past and underpins
the low arrears and default position experienced.
Loan impairment provisions have increased in 2019
however, it is in line with 2018 as a percentage of the
mortgage book (0.14%). The percentage of provision to
the overall mortgage book remains low compared to our
peers and the industry average.

Mortgage lending (loans to members)
Gross lending increased in 2019 to £55m from £50m in the
previous year. Our lending was spread over a number of
different sectors of the market but included first time
buyers, self-build, shared ownership, lending into and in
retirement, lending to those with non-standard income or
some minor adverse credit history and borrowers investing
in buy-to-let properties.

Savings
Personal savers’ balances increased by 16% during the
year in addition to corporate deposit balances increasing by
9%. Overall the combined total of personal and corporate
balances increased by 12.9% (compared to a reduction of
1.7% in 2018) to a total of £234m (£204m in 2018). The
increase in 2019 was due to the increase in rates and the
opening of products in Q2 to strategically increase our
funding options to meet our growth aspirations and in
preparation for repaying our Bank of England funding (see
below).

Repayments and redemptions reduced to £35m (£40m in
2018) which delivered net lending of £20m (£10m in 2018).
This resulted in a mortgage book of £219m at the year-end
(£199m in 2018) an increase of 10% during 2019.
Redemptions were lower in 2019 due to an increased focus
on retention of mortgage customers. The mortgage book
comprises 85% residential owner occupied mortgages,
14% buy-to-let mortgages and 1% commercial lending.
The mortgage book continues to remain of high quality,
with an overall indexed loan-to-value of 52% and around
18% of balances with an indexed loan to value of 80% or
more.

The Directors were delighted that we continued with our
innovations in savings accounts, and launched a range of
limited access accounts, which proved extremely popular.
These were targeted at customers who want a great return
on their investment but can still have access to their money
if they need it; helping to save for that special something.
The Board has sought to maintain rates above the market
for as long as possible for existing members, but in the
second half of the year we reduced some of the rates on
our higher paying accounts to balance profitability with
providing value to members. We continue to pay our
savings members more than anyone in our peer group.

Forbearance and arrears
The Society’s arrears and possession statistics continue to
remain low and compare favourably to the financial
services industry.
As at 31 December 2019, the Society had 1 (2018: 0)
mortgage loan that was 12 months or more in arrears. The
total balance outstanding on this loan was £115k (2018:
Nil) and the total arrears outstanding was £7k (2018: Nil).
The Society holds individual allowances for impairment of
Nil (2018: Nil) against this loan. Loan balances 3 or more
months in arrears represent 0.5% of the overall mortgage
book (0.7% in 2018). The actual number of customers
remains low at 11 (11 in 2018). UK Finance publishes data
based on the numbers of cases where the arrears balance
represents 2.5% or more of the mortgage debt. The
Society had 0.77% cases in this category (0.83% in 2018)
compared to a UK Finance average of 0.68% (0.75% in
2018).

Funding
Our balance sheet is predominantly funded by retail
savings and deposits, although a small amount of
wholesale funding may be accessed at certain times of the
year. In addition, we maintained our funding from the Bank
of England’s (BoE) Term Funding Scheme (TFS) at £18m
(£18m in 2018); this provides low cost funding at base rate.
We are however, raising additional deposits in preparation
for the repayment of TFS in 2021 and 2022.
Liquidity
Our liquidity ratio measures liquid assets held in the form of
cash and investments as a percentage of shares and
borrowings. It is a key measure of the Society’s ability to
meet its financial commitments as they fall due. These
commitments include withdrawal requests from savers and
investors, new mortgage lending and the funding of general
business activities. Our liquidity ratio at the end of the year
was 22.78% (20.18% in 2018), which is a planned increase
in preparation for the repayment of TFS in 2021 and 2022
and is ahead of the regulatory requirements.

The Society had no properties in possession as at 31
December 2019 (Nil in 2018).
The Board understands that the personal and financial
circumstances of our borrowers can change over time.
When this happens, our borrowers benefit from our policy
to exercise as much forbearance as reasonably possible
and to ensure their fair treatment at all times. These
measures can include payment arrangements, temporary
switch to interest only and term extensions. As at 31
December 2019, the Society had offered forbearance
measures to 55 customers (62 in 2018).

Buckinghamshire Building Society
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Outlook/future developments
The Society has continued to make good progress in 2019
in highly competitive mortgage and savings markets, with
continued growth on both sides of the balance sheet and
additional investment in the business to support future
growth. The Society continues to maintain the strength of
its capital position providing resilience to potential stress
and giving members’ confidence.

potential impacts of Brexit by reviewing adverse
scenarios including reduced house prices and
increased unemployment. This analysis highlights
that the Society is well positioned to manage the
outcomes of Brexit. The Board has considered the
potential impact of Brexit and is satisfied that our
contingency plans will minimise adverse outcomes
that could arise.

Whilst there is increasing competition in both the mortgage
and savings markets, and the economic backdrop shows
signs of increasing headwinds, the Board remains
confident in the Society’s strategy and plans to continue to
grow its mortgage book funded predominantly by members’
funds.

2. Credit risk – the risk that losses may arise as a result
of the Society’s borrowers, debtors or market
counterparties failing to meet their obligations to
repay.
All mortgage applications are individually underwritten
using the Lending Policy, which is overseen by the
Chief Risk Officer and approved by the Risk
Committee and the Board. Underwriting mandates are
strictly controlled to ensure that only those with
suitable expertise are able to commit the Society to
lend. In the event that the personal circumstances of
borrowers change, the Society applies an Arrears and
Forbearance Policy to work proactively with borrowers
to seek arrangements designed to enable them to
resolve their difficulties. The Board has set a Risk
Appetite designed to avoid losses by targeting a
balanced portfolio of lending that match expertise and
experience of underwriters. The Financial Risk
Management Policy is the key policy with regard to
managing credit risk of treasury assets. It is overseen
by the Finance Director and approved via the Asset
and Liabilities Committee (“ALCO”) and Board. The
Board has set a conservative Risk Appetite for liquid
assets by defining permissible instruments, minimum
counterparty credit ratings required and maximum
counterparty limits.

The Board continues to face the future with optimism and
confidence. If we offer members products and services
that meet their needs, delivered efficiently but with the
values and ethos of a traditional member owned business –
living by our fundamental value of “doing the right thing”,
the Society will continue to prosper.

Principal risks and uncertainties
The Board has overall responsibility for risk management
and for ensuring that the Society’s policies, procedures and
conduct are consistent with its risk appetite, business
strategy and objectives. The various Board Committees
(see Corporate Governance Report on pages 16 to 21) are
responsible for monitoring the overall risk profile and
reporting to the Board. The Risk Committee establishes
the risk management framework, oversees the process of
risk management and ensures a strong culture of risk
awareness and ownership.
Further details of the Society’s approach to risk
management and its risk exposures are set out in a
separate document entitled “Capital Requirements
Directive – Pillar 3 Disclosures”. This document can be
obtained from the Society Secretary at our Head Office or
from our website www.bucksbs.co.uk.

3. Capital risk – the risk that the Society has insufficient
capital to cover stressed losses or to meet regulatory
requirements.
The Society conducts an assessment of capital
adequacy covering all risks to determine the level of
capital required to support current and future risks in
the business, including any changes in business
volumes, mix of assets and multiple stress scenarios.
This assessment is approved by the Board and
monitored monthly. The assessment is utilised by the
regulators to set the Society’s total capital
requirements (TCR). At the present time and over the
planning horizon the Society has capital that
significantly exceeds the regulatory requirements.

The principal categories of risk to which the Society’s
business is exposed, together with the risk management
processes and procedures are set out below:
1. Business risk – the risk of the Society failing to
achieve sufficient long term profitability to maintain
sustainable capital adequacy.
Although the UK left the EU on 31 January 2020,
there continues to be significant risk in this area,
mainly due to the uncertainty of the future trading
relationship of the UK with the EU and globally. This
has resulted in a sharp fall in business investment, as
well as decisions by some UK businesses to relocate
certain activities to other countries. This uncertainty
may have an impact on people's jobs and salaries and
on the level and nature of trade and investment in the
UK economy. Whilst trade negotiations continue, this
uncertainty is likely to have an impact on demand for
our products, may create pressure on interest rates
and may impact borrowers’ ability to repay their
mortgages. The Board has carefully considered the
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4. Liquidity and Funding risk – the risk that the Society
either does not have sufficient financial resources to
enable it to meet its obligations as they fall due or can
secure such resources only at excessive cost.
The Financial Risk Management Policy sets out how
the Society maintains liquid assets at all times that are
adequate both in terms of quality and quantity, both in
business as usual and stressed scenarios, in order to
mitigate this risk and maintain public confidence. The
Society conducts an assessment of liquidity adequacy
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covering all risks to determine the level of High Quality
Liquid Assets required to support current and future
risks in the business. Specific limits are monitored
daily by the Finance Team and reported to the ALCO.
At the present time and over the planning horizon the
Society has liquidity that significantly exceeds the
regulatory requirements.

6. Operational risk (including Conduct Risk) – the risk
of loss and/or negative impact to the Society resulting
from inadequate or failed processes or systems from
external events or human error, and the risk that
inappropriate behaviours by the Society and/or its
suppliers/partners result in adverse outcomes to our
members or customers.

5. Market risk (including Interest Rate risk) – the risk
that assets and liabilities re-price at different times
and/or by varying amounts, adversely affecting the net
interest margin and the risk of changes in the value or
income arising from the Society’s assets or liabilities,
as a result of unexpected changes in financial prices,
primarily interest rates, property prices, bond yields
and inflation.

The principal operational risks at the current time are
cyber security, key person risk, financial crime and
risks associated with how our staff interacts with
customers throughout the product lifecycle. The Risk
Committee considers a range of metrics and reports
from management to ensure that the Society
continues to operate within a robust control framework
that maintains operational resilience and protects
members and staff.

This risk is managed through approved limits within
the Individual Liquidity Adequacy Assessment by
matching the re-pricing dates of assets and liabilities
and using derivative financial instruments. Specific
limits are monitored daily by the Finance Team and
reported to the ALCO.

On behalf of the Board

Dick Jenkins
Chair
11 March 2020
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Directors and Officers
Non-Executive Directors
Richard David Jenkins
Upon graduation, Dick pursued a career in market research and marketing services before
making the switch to financial services in 1992, when he joined Bristol and West, then one of
the country’s top building societies. A variety of roles in underwriting and arrears
management led to a CEO position at Bank of Ireland Mortgages, when Bristol and West
merged with the Bank of Ireland. Dick joined Bath Building Society as CEO in 2003. He led
the Society through the financial crisis to become one of the most distinctive and successful
small building societies. Following 15 years as Bath's CEO and 2 successful years as the
Chairman of the Building Societies Association, Dick joined the Board of Buckinghamshire
Building Society in May 2018 and became its Chair in October 2019.

Robin Thomas Bailey
Robin held a number of director roles at Nationwide Building Society including Retail and
Savings. He also served on a number of Nationwide’s subsidiary boards. Robin has
extensive experience of the building society sector in particular and of financial services in
general. Robin joined the Board as a Non-Executive Director in December 2011 and was
elected Chair of the Board in May 2013. Robin stood down as Chair in October 2019 as he
will be standing down at the AGM in 2020 having served 9 years on the board. In 2017
Robin was appointed as Chair of the Board of the GreenSquare Group which comprises
GreenSquare Group Ltd, Westlea Housing Association Ltd, GreenSquare Community
Housing Ltd, GreenSquare Homes Ltd, GreenSquare Construction Ltd and GS Energy
Services Ltd.

Christine Anne Higgins
Christine is a Chartered Accountant with over 25 years’ experience in financial services,
working at a senior level for UK and international banks. After leaving university, Christine
worked as an accountant in public practice and in financial services before moving into
corporate finance. Over the last 10 years she has served as a non-executive director on
boards within the health, housing, leisure and finance sectors, including as Chair of Audit
Committees. In addition to the Buckinghamshire Building Society, Christine is currently
serving as a non-executive director at PCF Bank and as a Trustee for the charity
Refuge. Christine joined our Board as a Non-Executive Director and as Chair of Audit
Committee in March 2016.

Eric John Leenders
Eric is a career banker with over 30 years’ experience in retail banking, including successful
spells as a Branch and Business Manager. He is professionally qualified as a Chartered
Banker, holding an MSc in Banking Practice and Management, and is currently Managing
Director, Personal Finance at UK Finance, a trade association representing the financial
services sector in the UK. He is also a Non-Executive Director at Registry Trust Limited,
having recently stepped down as a director of BBA (Enterprises) Limited and the Lending
Standards Board in 2017. Eric is also involved in a non-executive capacity with the
Department for Business Innovation & Skills’ Community Development Finance Association
Regional Growth Fund. He lives in Brighton and was appointed to the Board as a NonExecutive Director in April 2014, elected Chair of the Risk Committee in May 2017.
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Stephen Scott Nichols

Steve was formerly the Head of Treasury at Britannia Building Society and a Trustee of the
Britannia Pension Scheme for 10 years. He holds professional qualifications in Treasury,
Banking and is a Chartered Secretary. With over 20 years in the building society sector,
Steve brings a wealth of finance and treasury experience to the Society. Residing in
Staffordshire, he is the Chief Executive Officer of a registered charity based in Cheshire.
Having joined the Board as a Non-Executive Director in February 2012, Steve now serves as
Vice-Chair of the Board, Chair of the Remuneration Committee and also holds the position
of Senior Independent Director.

Robert Thomas Sinclair
Robert brings over 30 years of experience in the banking and financial services sector, with a
particular emphasis on mortgages in the last decade. Having worked for HSBC and
Santander in branch, commercial and private banking, he is a Fellow of the Chartered
Institute of Bankers. He is the Chief Executive of the Association of Mortgage Intermediaries
(AMI) which he established as an independent entity in 2012. AMI is a non-commercial, notfor-profit trade body which exists solely to bring about a better business environment for its
members, by lobbying the Government, Treasury, FCA and other opinion formers and
policymakers. Robert joined the Board in March 2015 and is also a member of the Bank of
England Residential Property Forum. Robert will be stepping down from the Board at the
2020 AGM.

Buckinghamshire Building Society
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Executive Directors
Gerard Mortimer O’Keeffe
Gerard has many years’ experience in financial services including as Head of Allied Irish
Banks (GB), which included the retail, commercial and corporate banks, where he was an
executive director of the UK regulated bank since 2009. Prior to that, Gerard was the Chief
Risk Officer of AIB Group UK plc, which included First Trust Bank in Northern Ireland.
Gerard has held senior positions in various companies including in structured finance,
management consultancy and, immediately prior to joining the Society, was leading over 150
people on a complex and high-profile banking project. Gerard joined the Society in
November 2018 and was appointed to the Board on 31 January 2019. He lives with his
family in Buckinghamshire and is a governor of the Royal Grammar School in High
Wycombe.

Darrin Narendra Ramdeen
Darrin is a Chartered Accountant with over 15 years’ experience in the financial services
sector, having held senior positions in banking, insurance and reinsurance in the UK and,
more recently, in Trinidad. Over the past 10 years Darrin’s main focus has been on business
expansion and performance improvement, including product development and mergers and
acquisitions. He has extensive experience in financial systems implementation, most
recently leading the integration of the core banking platform in his role as CFO for the ANSA
Merchant Bank in Trinidad. Darrin has also led the implementation of IFRS 9 and IFRS 15
across banking, general insurance and life insurance companies. Darrin joined the Society
in July 2019 and was appointed to the Board in September 2019.

Officers
Chief Risk Officer
Phil Relf
Phil joined the Society in March 2016 as Chief Risk Officer. He lives in Berkshire and has
worked in building societies for over 20 years having held senior roles at Newbury Building
Society, Bath Building Society and most recently as Director of Risk & Compliance at Melton
Mowbray Building Society. Phil is a qualified Chartered Secretary and holds a Post
Graduate Certificate in Strategic Leadership. He also chairs the Building Societies
Association Risk Forum. As an experienced risk specialist, Phil’s role is to offer long-term
solutions that help the Society achieve its strategic plan, whilst looking after the interests of
our members. Phil offers constructive challenge, support and insight to help the Board
function effectively.

Buckinghamshire Building Society
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Directors’ Report for the year ended 31 December 2019
The Directors have pleasure in presenting their Directors’
report for the year ended 31 December 2019.

assessed by the Directors in the stress testing include
material decline in house prices, rising arrears and default
rates, availability and cost of funding sources, declining
margins from interest rates at continuing low levels and
Brexit. These scenarios show the Society maintains a
capital surplus above regulatory requirements over a fiveyear planning horizon, and maintains sufficient liquidity to
manage a stress scenario over a twelve-month period.

A review of the Society’s performance in 2019 and its
plans for the future are provided in the Strategic Report on
pages 7 to 11.
Directors
The following persons served as directors of the Society
during the year and to the date of this report:-

Having considered the above, the Directors are satisfied
that the Society has adequate resources to continue in
business for the foreseeable future and that there are no
material uncertainties that lead to doubt on the Society’s
ability to continue in business. For this reason, the
accounts continue to be prepared on the going concern
basis.









Dick Jenkins
Robin Bailey
Christine Higgins
Eric Leenders
Stephen Nichols
Robert Sinclair
Gerard O’Keeffe (designate from 19 November
2018 and appointed on 31 January 2019)
 Rajesh Patel (resigned on 14 June 2019)
 Darrin Ramdeen (designate from 8 July 2019 and
appointed on 23 September 2019)

Post-balance sheet events
The Directors do not consider that any event since the year
end has had a material effect on the position of the Society.
Regulation
The Society is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority.

Dick Jenkins was appointed as the Chair of the Board on
24 October 2019. Stephen Nichols continued to be the
Vice Chair on the Board of the Society.

Auditor
At the Annual General Meeting held on 25 April 2019, a
resolution to re-appoint KPMG LLP as External Auditor to
the Society was passed. KPMG LLP has expressed its
willingness to continue in office in accordance with Section
77 of the Building Societies Act 1986. A resolution for the
re-appointment of KPMG LLP as Auditor is to be proposed
at the AGM on 22 April 2020. Each of the persons who are
a director at the date of approval of this report confirms
that:

Robin Bailey stepped down as the Chair in October 2019
and will be staying on as a Director until the AGM on 22
April 2020, having served on the Board for nine years.
Also stepping down in April 2020 is another Director,
Robert Sinclair. The Directors are in advanced stages of
recruiting replacements for Robin Bailey and Robert
Sinclair on the Board.
Darrin Ramdeen, Finance Director, having been appointed
to the Board on 23 September 2019, will, in accordance
with the Society Rules, offer himself for election at the
AGM in April 2020.





In accordance with the Society Rules, Directors must
periodically stand for re-election. The Directors retiring by
rotation this year are Christine Higgins and Stephen
Nichols, who being eligible, offer themselves for reelection at the AGM in April 2020.

On behalf of the Board

Going Concern Statement
As at the end of 2019 the Society met its liquidity
requirements and held a liquidity buffer. The overall level
of capital is considered adequate. Both the liquidity and
capital positions have been stress tested against a
significant worsening of economic conditions. The stress
tests were performed as part of the internal assessment of
adequacy of capital and liquidity. The key elements
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So far as the Director is aware, there is no
relevant audit information of which the Society’s
Auditor is unaware;
And the Director has taken all the steps that
should be taken by a director in order to be aware
of any relevant audit information and to establish
that the Society’s Auditor is aware of that
information.

Dick Jenkins
Chair
11 March 2020
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Corporate Governance Report
The Financial Reporting Council published a revised UK
Corporate Governance Code (the “Code”) in July 2018
which applies in respect of accounting periods commencing
on or after 1 January 2019. The 2018 Code focuses more
intensely than previous versions on Principles, several of
which have been redrafted around key governance themes.
Whilst the Society is not required to comply with the Code,
as it is not a listed company, the Prudential Regulation
Authority (PRA) requires the Society to have regard to the
Code in establishing and reviewing corporate governance
arrangements.

compliance assurance function. The Audit Committee is
comprised of three Non-Executive Directors. The Chief
Executive Officer, Finance Director, the Chief Risk Officer,
and representatives from the internal and external audit
functions attend the Committee meetings by invitation.
Christine Higgins, the Chair of the Committee has recent
financial and audit experience and the Committee as a
whole has experience of the Society’s industry.
The Audit Committee’s report can be found on page 23.
Risk Committee
The Committee is responsible for ensuring the approach to
risk management, identification and monitoring is sufficiently
robust, cost-effective and integrated across the Society. It
reviews and recommends the approval of the Risk Appetite
and Individual Capital Adequacy Assessment Process
(ICAAP) to the Board. On an ongoing basis, the Committee
monitors the Society’s performance against risk appetite and
emerging risks. The Risk Committee is comprised of four
Non-Executive Directors, the Chief Executive Officer,
Finance Director and the Chief Risk Officer.

Board Leadership & Company Purpose
Code Principle A:
A successful company is led by an effective and
entrepreneurial board, whose role is to promote the longterm sustainable success of the company, generating value
for shareholders and contributing to wider society.
Board Comment:
The Society’s continuing strong performance during 2019
demonstrates the effectiveness of the Board. The Board is
considered to be effective and entrepreneurial because of
its continued focus on long term sustainable success of the
Society and risk management. The Board provides
direction and guidance for the Society to deliver afresh and
sustainably for the 21st Century on its fundamental
purpose of generating value for members and contributing
to wider society by helping people to buy their own homes
and find a safe and rewarding home for their savings.

The Risk Committee’s report can be found on page 26.
Assets & Liabilities Committee
The Committee is responsible for monitoring the structure
of the Society’s assets and liabilities, controlling financial
risk and reviewing control procedures including limits,
reporting lines and mandates. The Committee focuses on
balance sheet management and treasury activities,
including liquidity, interest rate risk, basis risk and
refinancing risk. The Assets & Liabilities Committee is
comprised of three Non-Executive Directors, the Chief
Executive Officer, the Finance Director and the Chief Risk
Officer. During the year a new executive management
committee was formed to co-ordinate and review many of
the areas that are subject to the ultimate governance of the
ALCO. The Management ALCO Committee, (“MALCO”)
meets at least monthly to review treasury and balance
sheet management.

The Board meets as often as necessary to discharge its
duties effectively and sets aside one day each year to
focus exclusively on the Society’s future strategy. During
2019, the Board met nine times. There is a schedule of
matters reserved for Board decisions including, but not
limited to, approving the Society’s Risk Appetite, its
Strategic Plan and major investments in the business. The
Non-Executive Directors meet without the Executive
Directors present at least once a year. The Board is
supported by the following Committees to consider specific
areas in more detail than would be possible within Board
meetings:

The Assets & Liabilities Committee’s report can be found
on page 28.
Nomination Committee
The Committee is responsible for succession planning for
both Executive and Non-Executive Director positions. It
also keeps under review the structure, size and
composition of the Board and its committees and reviews
the organisation structure and succession plans for the
Society. It leads the process for the recruitment of Board
appointments, making sure that they are made on merit
and are assessed against objective criteria, prior to making
recommendations to the Board. It considers the balance
and diversity of skills, knowledge and experience of the
Board, in the context of the Society’s business
requirements. It also oversees the requirements for the
appraisal of Non-Executive Directors. The Nomination
Committee comprises of all the Board Members.

Audit Committee
The Committee is responsible for assessing the
effectiveness of systems and controls; assessing the
accuracy and completeness of financial information;
reviewing accounting policies; and ensuring the existence
of effective whistleblowing arrangements. It reviews the
fairness of disclosures and recommends approval of the
Annual Report and Accounts to the Board. It negotiates
and agrees audit fees and monitors the scope of work
undertaken by both the internal audit and external audit
functions. The Committee also monitors the performance,
independence, objectivity, competence and effectiveness
of both the internal and external audit functions. The
Committee is responsible for recommending the
appointment, re-appointment or removal of external
auditors. It also assesses the adequacy of the independent

Buckinghamshire Building Society
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The Nomination Committee’s report can be found on page
30.

an exceptional working environment as a cornerstone of
our culture. This culture, combined with effective
engagement with our members and our local community is
the core of our sustainability.

Remuneration Committee
The Committee is responsible for the Remuneration Policy
across the Society, including any incentive schemes. Under
advice, it determines the terms and conditions of
employment of the Executive Directors and also
recommends Non-Executive Director remuneration to the
Board. The Remuneration Committee is comprised of four
Non-Executive Directors who may require others to attend
by invitation. Principles P, Q and R on the following pages
elaborate on the work of this Committee. Details of the
Remuneration Policy can be found in the Directors’
Remuneration Report on page 34.

Code Principle C:
The board should ensure that the necessary resources are
in place for the company to meet its objectives and
measure performance against them. The board should also
establish a framework of prudent and effective controls,
which enable risk to be assessed and managed.
Board Comment:
Board reporting formats provide the Directors with
information on performance of each area of the business.
The key strategic objectives are measured on an ongoing
basis and the progress reported to the Board. This is
overlaid with an assessment of the Board’s approach to
risk. The Board and its Committees sit above the three
lines of defence and provide oversight. The Board is the
governing body, accountable for the strategic plan and how
it links with our Risk Appetite. The Board reviewed and
approved the mandatory regulatory documents around the
Society’s capital and liquidity requirements, Recovery Plan,
Liquidity Contingency Plan, Financial Risk Management
Policy and the Risk Management Framework & Appetite
Statement in November 2019. These take account of the
external environment and a robust range of stress and
scenario analyses. Further information on the Society’s risk
management framework is set out under Code Principle O
below.

The Remuneration Committee’s report can be found on
page 32.
Terms of Reference
Each of the Board committees have terms of reference that
are closely aligned to the strategic objective of the Society
and approved by the Board. They are available from the
Society’s Secretary on request. The Board receives
recommendations from the committees within their terms of
reference and the minutes of the committee meetings are
reported to the Board.
Division of Responsibilities
Code Principle B:
The board should establish the company’s purpose, values
and strategy, and satisfy itself that these and its culture are
aligned. All directors must act with integrity, lead by example
and promote the desired culture.

Code Principle D:
In order for the company to meet its responsibilities to
members and stakeholders, the board should ensure
effective engagement with, and encourage participation
from, these parties.

Board Comment:
As part of its strategic review, the Board has redefined the
Society’s purpose and strategy. The fundamental purpose
of the Society is to help people achieve financial security by
providing a safe home for their savings and helping them to
buy a home of their own, at whatever stage of their life,
particularly where the complexity of their circumstances
requires a bespoke approach. Our strategy is to build on
the Society’s very solid foundations of capital and funding,
with a purposeful and capable staff, management and
board. The Society aims to deliver afresh and sustainably
for the 21st Century on its fundamental purpose. The Board
upholds the values of the Society which are closely aligned
to the Society’s culture of “Doing the Right Thing”, in
whatever it does. The culture of the Society, linked to the
purpose and strategy has a direct impact on our ability to
attract, retain, and engage high quality staff whose values
resonate with our mission. All the directors act with
integrity, and uphold the cultural ethos and desired
behaviours identified by our staff. This is a people business
and the directors are committed to facilitate the creation of
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Board Comment:
As a mutual organisation the Society’s membership
consists entirely of individuals who are also the Society’s
customers. The Society is committed to dialogue with its
members through periodic newsletters, surveys and
members are invited to attend the AGM, where they can
ask questions and voice their opinions. All members of the
Board are present at the AGM each year unless there are
exceptional circumstances. The Chairs of the Board and of
its Committees are available to answer questions. The
purpose of this dialogue is to improve understanding of our
members’ expectations, and gain their views upon the
organisation, so that the Society can better serve their
interests. Members can also communicate directly with
Steve Nichols, the Vice Chair and Senior Independent
Director or any other Board member. The Board is keen to
focus on radically improving marketing and engagement
with our members and with the local community. We
believe this is consistent with our mission, as well as giving
us competitive traction that is more resilient and
sustainable.
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Code Principle E:

Code Principle G:

The board should ensure that workforce policies and
practices are consistent with the company’s values and
support its long-term sustainable success. The workforce
should be able to raise any matters of concern.

The board should include an appropriate combination of
executive and non-executive (and, in particular, independent
non-executive) directors, such that no one individual or small
group of individuals dominates the board’s decision making.
There should be a clear division of responsibilities between
the leadership of the board and the executive leadership of
the company’s business.

Board Comment:
The remit of the Remuneration Committee includes
oversight of people matters at all levels of the organisation,
to ensure that the Society’s operating model underpins the
Society’s strategy and that its people are adequately
engaged and skilled to deliver it. All workforce policies and
practices are aligned to the long term strategic
deliverables. They are reviewed on a periodic basis to
ensure they remain relevant to the business needs and in
compliance with regulatory changes. Steve Nichols as the
Vice Chair and Senior Independent Director has been
appointed as the Whistleblowing Champion and designated
Non-Executive Director for workforce engagement. The
Society’s policies encourage all staff to escalate or bring to
his attention or any of the other Board members, any
matters of concern. Workforce engagement is facilitated
utilising a variety of forums, including staff meetings, staff
workshops, and coffee mornings with the CEO etc. During
the year, an employee engagement group called Bucks
Voice was formed, whose primary objective was to make
the Society ‘an exceptional place to work in’.

Board Comment:
The Board is comprised of six Non-Executive Directors and
two Executive Directors which provides a balance of skills
and experience appropriate for the requirements of the
business. Committee membership is reviewed annually to
ensure there is appropriate expertise in each Committee to
discharge its duties in accordance with its terms of
reference. All Non-Executive Directors are considered by
the Board to be independent in character and judgement
and there are no relationships which affect this. The Board
culture is collaborative and includes regular discussion of
strategic matters and leadership within a framework of
prudent and effective risk management controls and
monitoring of performance and resources. The annual
Strategy Day provides an opportunity to consider options,
balance constructive challenge and support, to develop a
robust plan that is in the long-term interests of the
members. Steve Nichols, the Vice Chair is also the Senior
Independent Director, providing support for the Chair, and
acts as an alternative route for communication from
members and staff. The responsibilities of the Vice Chair
include carrying out the appraisal of the Chair and to chair
Board and other meetings in the event of the Chair being
unavailable.

Code Principle F:
The chair leads the board and is responsible for its overall
effectiveness in directing the company. They should
demonstrate objective judgement throughout their tenure
and promote a culture of openness and debate. In addition,
the chair facilitates constructive board relations and the
effective contribution of all non-executive directors, and
ensures that directors receive accurate, timely and clear
information.

The roles of the Chair and CEO are held by different
individuals with a clear division of responsibilities. Dick
Jenkins as the Chair is responsible for leading the Board
and ensuring it acts effectively. Gerard O’Keeffe as the
CEO has responsibility for managing the Society and for
the implementation of the strategies and policies agreed by
the Board.

Board Comment:
The Chair sets the direction for the Board and promotes a
culture of openness and debate by facilitating the effective
contribution of Non-Executive Directors and maintaining
constructive relations between Executive and NonExecutive Directors. The Chair leads the effectiveness
reviews of the Board, taking into account areas of
improvement and assisting appropriate actions. The Chair
encourages a culture of constructive challenge and also
plays a role in mentoring the management and ensuring
the Directors receive accurate, timely and clear information.
Robin Bailey, the previous Chair having been in the post for
almost nine years will be retiring at the conclusion of the
AGM in April 2020. Dick Jenkins was appointed as Chair in
October 2019, following effective succession planning and
noting that he was an existing independent Non-Executive
Director on appointment as Chair.
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Code Principle H:
Non-executive directors should have sufficient time to meet
their board responsibilities. They should provide constructive
challenge, strategic guidance, offer specialist advice and
hold management to account.
Board Comment:
The Nomination Committee evaluates the ability of
Directors to commit the time required for their role, prior to
appointment. The Non-Executive Directors are informed of
the time commitment in their letter of appointment and this
is reviewed on an annual basis as part of a formal appraisal
process carried out by the Chair each year. The directors
who held office during 2019 and their attendance record at
Board and Board committee meetings are set out in a table
at the end of this report.
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Additional external appointments, if any, are undertaken
only with the prior approval of the board. The Executive
Directors do not hold any non-executive positions in other
organisations. Where Directors have other significant
commitments, these are set out in the information relating
to Directors on page 85.

The Nomination Committee leads the appointment process
for the Board and senior management, upon the conclusion
of which it recommends a candidate for consideration by
the Board. All appointments are subject to a rigorous
selection process. This ensures that all directors are
aligned with the fitness and propriety standards of the
Prudential Regulation Authority (“PRA”) and Financial
Conduct Authority (“FCA”) and that they have the
capabilities
and
experience
to
discharge
their
responsibilities under the Senior Managers & Certification
Regime. Diversity and inclusion are core considerations in
both the appointment and development of the Board. As
part of our recruitment process, diverse shortlists are
pursued to ensure we are able to bring as wide a range of
diverse views as possible to our Board discussions. At the
recommendation of the Nomination Committee, the Board
decides whether to appoint the recommended candidate,
subject to the approval by the PRA and FCA, where
required. The Nomination Committee and the Board
consider succession planning for Board and senior
management as high priority. Due regard is given to
building a strong, resilient and high performing culture
within the organisation.

Code Principle I:
The board, supported by the company secretary, should
ensure that it has the policies, processes, information, time
and resources it needs in order to function effectively and
efficiently.
Board Comment:
The Board is supported by a strong governance framework
headed by the Society Secretary. The Secretary ensures
that Non-Executive Directors have access to information
and resources. The Society Secretary provides support on
corporate governance matters and the Board has access to
independent advice if required. The Board receives
accurate and sufficient information in a timely manner in
order for it to function effectively and efficiently and
contribute to open culture and robust decision-making. The
Board ensures all policies and processes are kept up to
date and reviewed on a periodic interval by the relevant
authority. The Society continuously strives to improve
management information to assist the Board and its
Committees in discharging their duties and responsibilities
in accordance with their respective terms of reference.

Code Principle K:
The board and its committees should have a combination of
skills, experience and knowledge. Consideration should be
given to the length of service of the board as a whole and
membership regularly refreshed.

Composition, Succession and Evaluation
Code Principle J:

Board Comment:
The Board is comprised of six Non-Executive Directors and
two Executive Directors which provides a balance of skills
and experience appropriate for the requirements of the
business. Information relating to directors as set out on
page 12 demonstrates that the Society’s Board has a
strong mix of skills and experience relevant to the Society
and its strategy. The membership of the Board committees
is reviewed on an annual basis to ensure there is a balance
of right skill sets and experience on each of the
Committees to discharge its duties in accordance with its
terms of reference. Robin Bailey, the previous Chair will be
retiring at the end of AGM in April 2020, having completed
nine years as the Chair. Robert Sinclair, Non-Executive
Director will also be leaving the Board at the conclusion of
the 2020 AGM due to his other commitments.

Appointments to the board should be subject to a formal,
rigorous and transparent procedure, and an effective
succession plan should be maintained for board and senior
management. Both appointments and succession plans
should be based on merit and objective criteria and, within
this context, should promote diversity of gender, social and
ethnic backgrounds, cognitive and personal strengths.
Board Comment:
The Board seeks to ensure planned and progressive
refreshing of its membership. The Society’s Rules require
that all Directors be submitted for election at the Annual
General Meeting following their initial appointment to the
Board. Directors are elected for an initial three-year term
subject to satisfactory performance. At the end of the initial
three-year term, and in accordance with the Society’s
Rules, all Directors are then required to retire from office
and, if supported by the Board, to stand for re-election.
The Board does not believe it is appropriate for a building
society to subject all Directors to annual re-election (unless
they are Non-Executive Directors that have served three
terms) because of the continuity needs of an effective
Board. The Nomination Committee considers whether
Non-Executive Directors should be submitted for reelection based on independence, capability, knowledge,
judgement and their ability to commit sufficient time to the
role.
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The Nomination Committee is actively engaged in the
process of selection and recruitment of suitable candidates
to replace Robin and Robert on the Board. The Nomination
Committee considers whether Non-Executive Directors
should be submitted for re-election based on
independence, capability, knowledge, judgement and their
ability to commit sufficient time to the role. The board sets
out in the Annual Report and Business Review
accompanying the resolutions to elect each director the
specific reasons why their contribution is, and continues to
be, important to the society’s long-term sustainable
success.
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Code Principle L:

undertaken in 2017 which resulted in a change being
proposed and carried at the 2018 Annual General Meeting
for KPMG LLP to be appointed as the Society’s External
Auditor. Also during 2018, the Board agreed to appoint
RSM Risk Assurance Services LLP as Internal Auditor of
the Society. Details of the discussions at the Audit
Committee are provided in the Audit Committee Report on
pages 23 to 25.

Annual evaluation of the board should consider its
composition, diversity and how effectively members work
together to achieve objectives. Individual evaluation should
demonstrate whether each director continues to contribute
effectively.
Board Comment:
An externally facilitated Board Effectiveness Review was
undertaken in 2017 by Berkeley Research Group, which
concluded that the Society’s Board was effective. In
accordance with the requirements of the Code, the next
externally facilitated Board Effectiveness Review is
scheduled to take place in 2020 with internally facilitated
reviews being undertaken in the intervening years. A Board
Effectiveness Review, and a review of the Effectiveness of
the various Committees, was undertaken during 2018 and
2019. This focussed on the strategic alignment,
composition, skill and diversity of the Board, effective
controls and risk management and governance along with
other matters, and concluded there were no material
matters arising.

Code Principle N:
The board should present a fair, balanced and
understandable assessment of the company’s position and
prospects.
Board Comment:
The Board confirms that the Annual Report and Accounts,
taken as a whole, is fair, balanced and understandable and
provides the necessary information for members to assess
performance, strategy and the business model of the
Society. Business performance is reviewed in the Strategic
Report and a statement that the Society’s business is a
going concern is included in the Directors’ Report. The
responsibilities of the Directors in relation to the preparation
of the Society’s accounts and the statement that the
Society’s business is a going concern are contained in the
Directors’ Responsibilities Statement on page 40.

At least annually the Remuneration Committee appraises
the Chief Executive Officer’s performance and reviews the
appraisals of other Executive Directors. The performance
of Non-Executive Directors is evaluated by the Chair using
questions based on those recommended in the Financial
Reporting Council guidance on Board Effectiveness and
taking into account the views of all other Directors. The
Chair’s performance is evaluated by the Non-Executive
Directors facilitated by a process undertaken by the ViceChair.

The Audit Committee has advised the Board that, in its
opinion the Annual Report and Accounts are fair, balanced
and understandable.
Code Principle O:
The board should establish procedures to manage risk,
oversee the internal control framework, and determine the
nature and extent of the principal risks the company is willing
to take in order to achieve its long-term strategic objectives.

Audit, Risk and Internal Control
Code Principle M:
The board should establish formal and transparent policies
and procedures to ensure the independence and
effectiveness of internal and external audit functions and
satisfy itself on the integrity of financial and narrative
statements.

Board Comment:
The Board is collectively responsible for determining risk
appetite and the organisation’s approach to risk
management as described in the Society’s Risk
Management Policy. Senior management design, operate
and monitor risk management systems and controls. The
Risk Committee provides oversight of this process. The
Society’s internal audit function provides independent and
objective assurance that the systems are appropriate and
that the controls have been applied effectively. The
information received and considered by the Audit Committee
and the Risk Committee provided reasonable assurance that
during the financial year there were no material breaches of
regulatory standards and that overall the Society maintained
adequate systems of internal control. The Board has
reviewed effectiveness of risk management systems and
controls and concluded that the Society has a strong
compliance culture and that systems are effective and
appropriate to the scale and complexity of the Society’s
business. The Board has identified a number of principal
risks and uncertainties in the Strategic Report on pages 7 to
11, together with explanations describing how they are
mitigated.

Board Comment:
The Audit Committee is comprised of three Non-Executive
Directors and is chaired by Christine Higgins. Christine
Higgins, as Chair of the Committee, has specialist
expertise including current and relevant financial and risk
management experience. The Society’s external and
internal auditors and the Executive Directors attend
meetings by invitation. The responsibilities of the
Committee are set out on page 23. The Audit Committee
meets four times a year. At least annually, the Audit
Committee meets separately with the external and internal
auditors without the Executive Directors being present.
The Society does not obtain non-audit services from its
External Auditors in order to ensure that objectivity and
independence is maintained. The Society’s policy is to
tender for audit services at least every 10 years in
accordance with legislation. The last tender was
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the Society’s culture. The Remuneration Committee
considers the recommendations of the Chief Executive
Officer for the purposes of reviewing and effecting
appropriate remuneration packages for the remaining
executives, and recommendations of the Senior
Management for the remuneration of the rest of the staff.
The process in place is fair and transparent. The overall
remuneration and fees of Non-Executive Directors are
reviewed by the Committee with due regard to their duties,
responsibilities and time commitments. The Directors’
Remuneration Report on pages 34 to 39 explains how the
Society complies with the Code Principles relating to
remuneration.

Remuneration
Code Principle P:
Remuneration policies and practices should be designed to
support strategy and promote long-term sustainable
success. Executive remuneration should be aligned to
company purpose and values, and be clearly linked to the
successful delivery of the company’s long-term strategy.
Board Comment:
The Remuneration Committee of the Board is comprised of
four Non-Executive Directors. Steve Nichols, the Vice Chair
and Senior Independent Director has continued to Chair
the Committee in 2019. One of the key responsibilities of
the Remuneration Committee is to review remuneration
policies and practices for the entire staff including the
Executive directors and senior management in compliance
with both the PRA/FCA Remuneration Code and the UK
Corporate Governance Code, where relevant, to a mutual
society of its size and complexity. The Remuneration Policy
is closely linked to the delivery of the long term strategy of
the Society and promotes effective risk management and
managing conflicts of interest and supports a culture of
Treating Customers Fairly.

Code Principle R:
Directors should exercise independent judgement and
discretion when authorising remuneration outcomes, taking
account of company and individual performance, and wider
circumstances.
Board Comment:
The Remuneration Committee looks at various
benchmarking exercises during the year while reviewing
remuneration for the Board members and staff. The
Directors proactively use their discretion and independent
judgement in considering the remuneration outcomes that
would be most appropriate considering a range of factors
and at the same time attract, retain and motivate staff and
Board members. The Remuneration policy ensures that all
remuneration arrangements are clear, proportional and
aligned to the Society’s purpose, values and strategy.

The Directors’ Remuneration Report on pages 34 to 39
explains how the Society complies with the Code Principles
relating to remuneration.
Code Principle Q:
A formal and transparent procedure for developing policy on
executive remuneration and determining director and senior
management remuneration should be established. No
director should be involved in deciding their own
remuneration outcome.

The Directors’ Remuneration Report on pages 34 to 39
explains how the Society complies with the Code Principles
relating to remuneration.

Board Comment:
The Remuneration Committee, comprised entirely of
independent directors has the delegated responsibility for
determining the Remuneration Policy for the Board,
including the executive directors, and the entire workforce.
The Remuneration Committee meets at least three times in
a year and reviews workforce remuneration and related
policies to ensure incentives and rewards are aligned with
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Board and Committee Membership and Attendance

Board
(9)

ALCO
(5)

Audit
Committee
(4)

Risk
Committee
(5)

Nomination
Committee
(3)

Remuneration
Committee
(3)

Dick Jenkins*
Chair

8 (9)
Chair

4 (5)

-

4 (5)

3 (3)
Chair

0 (1)

Robin Bailey**
Past Chair

9 (9)

-

-

5 (5)

3 (3)

3 (3)

Steve Nichols
Vice-Chair

9 (9)

5 (5)

-

-

3 (3)

3 (3)
Chair

Christine Higgins

9 (9)

-

4 (4)
Chair

5 (5)

3 (3)

-

Eric Leenders

9 (9)

-

4 (4)

5 (5)
Chair

3 (3)

-

Robert Sinclair

9 (9)

5 (5)

3 (4)

-

3 (3)

3 (3)

Gerard O’Keeffe
Chief Executive Officer

9 (9)

5 (5)
Chair

-

5 (5)

3 (3)

-

Rajesh Patel~
Finance Director &
Deputy CEO

4 (4)

2 (2)

-

2 (2)

2 (2)

-

Darrin Ramdeen#
Finance Director

4 (4)

3 (3)

-

3 (3)

1 (1)

-

Total number of
meetings held in year

Non-Executive Directors

Executive Directors

Figures in brackets show the maximum number of meetings which could be attended by each director

* Appointed as Chair on 24 October 2019
** Resigned as Chair on 24 October 2019
~ Ceased being a director on 14 June 2019
#

Designate from 24 July 2019 and appointed on 23 September 2019
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Audit Committee Report 2019

Committee Members

Regular Attendees

Christine Higgins, Non-Executive Director (Chair)
Eric Leenders, Non-Executive Director
Robert Sinclair, Non-Executive Director

Gerard O’Keeffe, Chief Executive Officer
Rajesh Patel, Finance Director & Deputy CEO (to 14/06/2019)
Darrin Ramdeen, Finance Director (designate from 08/07/2019
and appointed on 23/09/2019)
Phil Relf, Chief Risk Officer
Robert Hetherington, Financial Controller
Tony Gration, Society Secretary (to 31/05/2019)
Chandreyee Banerjee, Society Secretary (from 24/06/2019)
KPMG LLP representatives (external auditor)
RSM representatives (internal auditor)

Purpose of the Committee
•

To monitor the integrity of the Society’s financial statements and oversee the external audit relationship.

•

To provide oversight of internal controls and compliance reporting.

•

To monitor the effectiveness of the internal audit function.

•

To provide oversight of whistleblowing, fraud and bribery prevention.

Audit Committee Governance
The Committee held four meetings during the year, out of which three meetings were attended by all the three committee
members while the fourth meeting was attended by two of the committee members including the Chair of the Committee. A
verbal report was made to the Board following each meeting and the approved minutes subsequently provided.

Dear Member,
I am pleased to present my report to you as Chair of the Audit Committee (the ‘Committee’) and I have outlined below the key
areas of the work of the Committee during the year.
The Board is satisfied that the committee members have the skills and competence required to fulfil the Committee’s duties and
responsibilities as set out within the Terms of Reference.
Financial Reporting
The Committee reviewed the Annual Report and Accounts and Business Review, including statements in respect of internal
controls and risk management. It discussed and challenged management’s analysis, updated accounting policies and the
external auditor’s report to the Committee, focusing particularly on “key audit matters” and other areas of audit focus. There
were two key audit matters - loan impairment and the impact of Brexit on the audit strategy.
Other areas of audit focus included the valuation of Pond House for the first time, because of the subjectivity in its valuation.
For each of these areas the auditor concluded management’s material judgements were appropriate. The audit didn’t give rise
to any material financial adjustments.
The Committee also reviewed the Going Concern Statement prepared by the Finance Director, which included an assessment
of the impact of Brexit on the Society, and concluded that it is appropriate to adopt the going concern basis of accounting for the
2019 Annual Report and Accounts.
The Committee assessed that the 2019 Annual Report and Accounts, taken as a whole, were fair, balanced and understandable
and provided members with the information necessary to understand the Society’s business, strategy and performance. They
were recommended to the Board for approval.
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External Audit
The Committee is responsible for providing oversight of the external audit process by monitoring the relationship with the
external auditor, agreeing its remuneration and terms of engagement, and making recommendations to the Board on the
appointment, re-appointment or removal of the external auditor as appropriate.
KPMG LLP were appointed the Society’s Auditors in 2018 and the audit partner is Matthew Rowell.
The Committee discussed and approved the planning of the audit, including risk evaluation, scope and the level of materiality
applied, as well as the results of the audit.
As part of the audit process, KPMG LLP provided the Committee with an update on the implementation of their 2018 audit
recommendations and their observations from the current year’s audit. No material control weaknesses were included in these
reports.
During the year, the Committee discussed with KPMG LLP the review procedures they have in place to ensure audit quality.
There was also a discussion of the results of their 2018/19 Audit Quality Review by the Financial Reporting Council (‘FRC’) and
the impact of the findings on the audit plan.
The Committee monitored the independence and effectiveness of KPMG LLP and the progress of external audit work against
plan, with regard to the resources, competency and independence of the audit team. It reviewed the audit strategy, discussed
audit reports, met privately during the year and considered the results of a questionnaire which included feedback from
management.
Any proposal to employ external auditors to perform non-audit services is reviewed by the Committee - during the year there
were no non-audit services undertaken by KPMG LLP.
Audit fees for the current year are set out in note 6 to the accounts.
The Committee concluded that the work performed by KPMG LLP during the year was independent, objective and effective.
Based on their performance, the Committee has recommended to the Board that KPMG LLP be re-appointed as auditor for the
coming year.
Internal Audit
RSM completed 6 internal audits and one advisory report during the year and we are pleased to report that their overall
assessment was that based on the work carried out during the year the organisation has an adequate and effective framework
for risk management, governance and internal control. Management actions were agreed and have either been completed or
are on track for completion. The Committee requested that the internal auditors included observations on culture in their audit
reports and they have reported that staff have been fully engaged in the audits, receptive to discussing audit conclusions and
that they consider this evidence of an open and positive culture.
The internal audit plan for 2020 was agreed in December 2019, overseen by the Committee. The areas for audit are linked to
strategic objectives, key risks and the core areas of regulatory oversight.
The Committee has satisfied itself as to the effectiveness of internal audit during the year through the review of the audit
strategy and annual audit plan, discussion of internal audit reports, private meetings with RSM and the results of an annual
effectiveness survey which includes feedback from management.
Compliance Oversight
The internal Risk & Compliance team provides a comprehensive report to each Committee meeting on the robustness of the
internal control framework. This includes the outcome of their assurance work, policy reviews, financial crime and other
statistics, the implementation status of audit and other recommendations and upcoming regulatory change. The Chief Risk
Officer is a regular attendee at the committee meetings.
The Risk & Compliance team also prepares the combined assurance plan which provides an overview of internal compliance
and risk assurance, as well as the RSM internal audit programme, over the next 3 years and is designed to ensure that
resources are utilised effectively. The combined assurance plan for 2020 to 2022 was approved by the Committee in February
2020.
The Committee reviewed and approved various policies during the year, having regard to the risks and controls in the relevant
area of business.
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Whistleblowing
The Committee oversees the Society’s arrangements for its employees to raise concerns in confidence about possible
wrongdoing in financial reporting and other matters. The governance arrangements around whistleblowing have been enhanced
during the year. Steve Nichols, Vice Chair and Senior Independent Director has been appointed as the Whistleblowing
Champion.
Committee Review
The Committee undertook its annual review of its effectiveness this year through a questionnaire, findings from which were
discussed at the Committee meeting and presented to the Board. The review concluded that the Committee had performed
effectively.
I look forward to another strong year at the Society.

Christine Higgins
Chair of the Audit Committee
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Risk Committee Report 2019
Committee Members

Regular Attendees

Eric Leenders, Non-Executive Director (Chair)
Robin Bailey, Non-Executive Director
Gerard O’Keeffe, Chief Executive Officer
Christine Higgins, Non-Executive Director
Dick Jenkins, Non-Executive Director
Rajesh Patel, Finance Director & Deputy CEO (to 14/06/2019)
Darrin Ramdeen, Finance Director (designate from 08/07/2019
and appointed on 23/09/2019)
Phil Relf, Chief Risk Officer

Tim Vigeon, Head of Lending
Linda Reed, Operations Manager
Tony Gration, Society Secretary (to 31/05/2019)
Chandreyee Banerjee, Society Secretary (from 24/06/2019)

Purpose of the Committee
•

To consider the tolerance of risk appropriate for the business.

•

To examine the exposure of the Society to potential risks arising from strategic decisions.

•

To review the Society’s risk management systems.

•

To assess the risk implications of future developments and emerging issues.

•

To facilitate the embedding of an appropriate attitude to risk as part of the culture of the Society and the way it conducts
business.

Risk Committee Governance
The Committee held five meetings during the year, which were attended by all the members of the committee. A verbal report
was made to the Board following each meeting and the approved minutes subsequently provided.
Dear Member,
2019 has proved the value of our experienced staff supporting our comprehensive approach to risk, addressed through our risk
framework and careful consideration of our risk appetite, as we continue to ensure that risks identified in the business are
managed by the experts closest to them in the relevant department of the business. Providing oversight and professional
support, our risk management function continues to monitor this approach, offering guidance where necessary.
At every board meeting, the board receives an extensive report with supporting management information from our Chief Risk
Officer, and the Risk Committee meets quarterly to support this ongoing consideration of business risks. Naturally, this more
independent and hands-off scrutiny has considered every material aspect of the risk management framework during the course
of the year, including the Society's risk appetite and tolerances. And to keep abreast of emerging issues and risks, we have
continued fortnightly meetings between the Chair and the Chief Risk Officer within meeting cycles.
Our attitude is integrated in everything that we do: individual staff undertake a risk control self- assessment which feeds into the
risk register, overseen by the Risk Committee on behalf of the Board, so the business continues to be truly "risk-aware”. The
conduct risk management, which is germane to the Society’s desire to “do the right thing”, is a responsibility for the Committee
and I am pleased to commend the staff for seamlessly embedding it as a routine, business-as-usual activity.
Looking back over the year - and as one might imagine with a building society that has stuck closely to the business that serves
its members best, the risk agenda for 2019 relating to our business followed a similar pattern to previous years. The Committee
adopted a thorough and professional approach for the review and challenge process for the following documents:


the Risk Appetite Statement, which aligns to Society strategy and establishes both a risk appetite and a risk tolerance
for each major strategic initiative.



the Internal Capital Adequacy Assessment Process (ICAAP), to assess the amount of capital required by the Society to
achieve its strategic objectives.



the Internal Liquidity Adequacy Assessment Process (ILAAP) to assess how the Society mitigates liquidity and funding
risk and complies with relevant rules and regulations regarding liquidity.



the Recovery Plan used by the Society to give early warning of business critical stresses and prompt appropriate
action.



the Business Continuity Plan and crisis management plans to be deployed in the event of actual or potential business
interruption.
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The Committee reviewed and approved various policies during the year, having regard to the risks and controls in the
associated area of business.
The Committee undertook its annual review of its effectiveness this year through a questionnaire, findings from which were
discussed at the Committee meeting and presented to the Board. The review concluded that the Committee had performed
effectively.
The year ahead presents a unique external environment which is difficult to predict. International economic headwinds,
including Brexit and any consequential issues for the Society, will doubtless feature on the agenda in the months ahead.
However, the established governance and more importantly, commitment of all staff, sees us well placed to tackle whatever new
risks await the Society.

Eric Leenders
Chair of the Risk Committee
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Assets & Liabilities Committee (“ALCO”) Report 2019

Committee Members

Regular Attendees

Gerard O’Keeffe, Chief Executive Officer (Chair)
Steve Nichols, Non-Executive Director
Rajesh Patel, Finance Director & Deputy CEO (to 14/06/2019)
Darrin Ramdeen, Finance Director (designate from 08/07/2019 and
appointed on 23/09/2019)
Philip Relf, Chief Risk Officer
Dick Jenkins, Non-Executive Director
Robert Sinclair, Non-Executive Director

Tim Vigeon, Head of Lending
Linda Reed, Operations Manager
Tony Gration, Society Secretary (to 31/05/2019)
Chandreyee Banerjee, Society Secretary (from
24/06/2019)

Purpose of the Committee


To monitor and provide oversight to all financial risks in the Society including interest rate risk, basis risk, treasury credit
risk, liquidity and funding risk.



To review and approve the Financial Risk Management Policy to manage these risks.



To manage the structure and quality of the balance sheet.



To approve the authorised list of investment counterparties.



To approve pricing and new/non-standard initiatives in relation to products.

ALCO Governance
ALCO comprises of a mixture of non-executive and executive directors, and met five times during the year. A verbal report was
provided to the Board following each meeting and the approved minutes subsequently provided.

Dear Member,
The Committee has met on five occasions during 2019: January, April, July, October and November, with the main issues for
consideration as follows:
Balance sheet funding – the Committee reviewed the balance of funding between retail deposits, wholesale funding and Bank
of England funding schemes to ensure the optimum balance for the Society in terms of cost, term, availability and the potential
to retain on the balance sheet.
During the year, the Society reviewed its plans to repay our Bank of England funding. The Society holds £18m from the Term
Funding Scheme (TFS), at the prevailing Bank of England Base Rate, due to be repaid in 2021 and 2022 which is secured on a
pool of mortgage assets. The Society has formed a detailed plan to be ready to make this repayment without impacting on its
ability to fund anticipated growth. Implementation of these plans advanced well during 2019. The approach of the TFS
repayment dates are a significant issue across the UK financial services industry and it is expected that rates on retail savings
will increase once this low cost funding begins to be repaid.
Retail funding – Savings from our members make up the majority of our balance sheet funding at just below 79%. In addition to
member funding, just under 14% of funding is from non-personal customers (businesses, charities, clubs/associations, etc.).
2019 was a very successful year for the Society, as we increased our retail funding by £30m. This increase was at a cost as we
pay our members an average rate which is significantly higher than our peers, however the strong increase in liquidity that we
have acquired puts us in a position of strength in relation to maintaining future growth in parallel with TFS repayment.
Treasury assets – the Society is obliged to maintain a certain level of high quality liquid assets on the balance sheet to provide
access to funding if required at short notice. The Committee reviews where these assets are held to ensure an appropriate
balance between the return generated by the assets, the level of risk and the term/availability of the assets. During the year, the
majority of these assets were deposited with the Bank of England, with some held at Barclays Bank, HSBC Bank and other
building societies.
Mortgage pricing – the Committee reviewed mortgage interest rates implemented by management and agreed changes in
methodologies, where necessary, to ensure an appropriate balance between volume and margin. This ensured that the
required margin was being achieved to cover our costs and the risk inherent in mortgage products in different market niches.
Other terms and conditions that impact on pricing were also reviewed including the level of early repayment charges and the
methodology utilised for calculating that charge.
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New products – the Committee approved new mortgage and savings products taking into account alignment to our strategy,
the proposed target market, appropriate criteria, terms and conditions, credit and concentration risk, the financial impact on the
Society (including profitability, capital, liquidity, funding and interest rates), compliance with relevant regulation, how the product
will be distributed and marketed, the operational and IT requirements and ensuring the proposed product met the needs of its
target market and is in the best interests of the members.
Balance sheet structure – the Committee regularly reviewed the level, quality and different classes of assets and liabilities and
agreed changes where appropriate. Adherence to regulatory guidance and our own risk appetite were regular items of
discussion. Another regular item of discussion for the Committee was the balance between fixed and variable rate mortgage
products, with the requirement to minimise the risk of potential losses from fixed rate lending by hedging the exposure. This
hedging can be achieved by either entering into interest rate swap arrangements or matching fixed rate lending with fixed rate
retail deposits. The Committee monitors the level of fixed rate exposure, ensures appropriate arrangements are put in place
and agrees limits for management to work within. In 2019, the Society successfully carried out its first swaps using SONIA as
the reference rate, which is being phased in as the industry replacement for LIBOR.
Interest rate risk – the Committee regularly reviewed basis risk and the interest rate gaps between assets and liabilities in
different time buckets and agreed changes where appropriate, including the implementation of hedging strategies when
necessary.
Management Structures for ALCO matters – during the year a new executive management committee was formed to coordinate and review many of the areas that are subject to the ultimate governance of the ALCO. The Management ALCO
Committee (“MALCO”) meets at least monthly (in practice it meets twice each month) with a standard agenda to review treasury
and balance sheet management, as well as having the flexibility to respond to ad-hoc issues that arise. MALCO is chaired by
the Finance Director, and includes the Chief Executive Officer, Financial Controller, Chief Risk Officer and the Heads of
Lending, Operations and Savings.
Review of ICAAP and ILAAP – the ALCO met specifically to consider (and having considered them, recommended them to the
Board) the Society’s internal assessment of its capital, liquidity and funding as outlined in the detailed ICAAP and ILAAP
documents submitted to the Prudential Regulation Authority.
Committee Effectiveness – the ALCO undertakes an annual review of its effectiveness. This year, performance was assessed
using a questionnaire followed by a discussion by members. The review concluded that the Committee performed effectively
with particular comment that the addition of MALCO provides support to further increase the ALCO effectiveness.

Gerard O’Keeffe
Chair of the Assets & Liabilities Committee
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Nomination Committee Report 2019

Committee Members

Regular Attendees

Dick Jenkins (Chair) (Non-Executive Director from 01/05/2018
and Chair from 24/10/2019)
Robin Bailey, Non-Executive Director
Christine Higgins, Non-Executive Director
Eric Leenders, Non-Executive Director
Robert Sinclair, Non-Executive Director
Steve Nichols, Non-Executive Director
Gerard O’Keeffe, Chief Executive Officer
Rajesh Patel, Finance Director & Deputy CEO (to 14/06/2019)
Darrin Ramdeen, Finance Director (designate from 08/07/2019
and appointed on 23/09/2019)

Tony Gration, Society Secretary (to 31/05/2019)
Chandreyee Banerjee, Society Secretary (from 24/06/2019)

Purpose of the Committee


To review the skills, knowledge and experience of Board members.



To consider the arrangements for succession in relation to the Board, Executive Management and Senior Management.



To review the structure, size and composition of the Board.



To lead the process for identifying and recommending to the Board candidates to fill Board and Senior Management
vacancies as and when they arise.



To make recommendations to the Board in relation to appointments to the Board, the retirement and either election or reelection of directors.



To consider and make recommendations to the Board in relation to the individuals performing the roles of Chairman, ViceChairman, Senior Independent Director and the Chairs of each Committee.



To review the time commitment required of Non-Executive Directors.



To monitor and make recommendations to the Board in relation to Board governance issues including the establishment of
appropriate policies and practices to enable the Board to operate effectively and efficiently.



To review the Society’s corporate governance arrangements, with a view to ensuring best practice, and to oversee the
implementation of improvements where considered appropriate.

Nomination Committee Governance
The Committee held three meetings during the year. A verbal report was made to the Board following each Committee meeting
and minutes were circulated to members prior to review by the Board and then formal approval by the Committee at its
subsequent Committee meeting.

During the year the Committee considered a number of issues which included, but was not limited to, the following:Board appointments/succession


Having considered both internal and external options, the Committee appointed Dick Jenkins as Chair in October 2019
following the decision of Robin Bailey to retire from this role.



The Committee undertook a rigorous search and selection process to replace outgoing Finance Director, Rajesh Patel,
and appointed Darrin Ramdeen. The Committee recruited Chandreyee Banerjee as Society Secretary who took over
from Tony Gration, who had been serving as the interim Society Secretary after John Davies sadly passed away at the
end of 2018.



The Committee started a thorough search for two replacement Non-Executive Directors to fill two expected vacancies
in spring 2020.



The Committee determined the Directors that would stand for election and re-election at the 2020 AGM.



The Committee reviewed the membership of the various Board Committees and agreed changes to membership to
ensure the optimal use of skills, expertise and experience within the Board population and the ongoing professional
development of Directors.



The Committee reviewed and approved the Succession Policy and Succession Plan for the Chair of the Board, Board
members and Executive Directors.
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Corporate Governance Arrangements
The Committee undertook a self-assessment of the Board’s effectiveness in 2019 and found that no material changes in Board
composition or operations were required. Externally facilitated reviews are undertaken once every three years with the next
falling due in 2020.
The Committee performed its annual review of the mix of skills, experience and expertise of the individuals holding office as
Directors of the Society and has assisted the Board with implementing proportionate arrangements to ensure that all relevant
areas and aspects have been covered appropriately. As part of this review, the Committee secured the services of consultancy
support to supplement Board skills in the areas of IT infrastructure and cybersecurity.
Diversity
The Committee is keen to increase the level of diversity on the Board and in the senior roles within the Society as recruitment
opportunities arise.
Governance Manual
On behalf of the Board, the Committee has overseen and approved the content of the Society’s Governance Manual which
includes, but is not limited to, the division of responsibilities between the Chair and the CEO, matters reserved for the Board, the
Terms of Reference for the various Board and Management Committees, the on-going arrangements relating to the regulatory
Senior Management and Certification Regime, with which the Society is required to comply, and the Society’s arrangements
regarding Corporate Governance Compliance.

Dick Jenkins
Chair of the Nomination Committee
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Remuneration Committee Report 2019

Committee Members

Regular Attendees

Steve Nichols (Chair)
Robin Bailey, Non-Executive Director
Dick Jenkins, Non-Executive Director (from
20/11/2019)
Robert Sinclair, Non-Executive Director

Gerard O’Keeffe, Chief Executive Officer
Rajesh Patel, Finance Director & Deputy CEO (to 14/06/2019)
Darrin Ramdeen, Finance Director (designate from 08/07/2019 and
appointed on 23/09/2019)
Sharon Gardner, HR Manager (to 29/11/2019)
Tony Gration, Society Secretary (to 31/05/2019)
Chandreyee Banerjee, Society Secretary (from 24/06/2019)

Purpose of the Committee
•

To review and decide appropriate remuneration levels for the executive, staff and non-executive directors.

•

To ensure appropriate consideration is given to reward systems not encouraging excessive risk taking.

•

To ensure the Society’s remuneration policy and practice complies with all relevant Codes of Practice and legislation.

Remuneration Committee Governance
The Committee held 3 meetings during the year. A verbal report was made to the Board following each meeting and minutes
circulated following approval by the Committee.

Dear Member,
I am writing to you as the Chair of the Remuneration Committee, a position that I have held for 6 years now and continue to
enjoy. Across 2019 the Committee was responsible for the oversight of the Remuneration Policy (and compliance with the UK
Corporate Governance Code 2018); the review of performance against the balanced scorecard objectives; and determination of
Director and employee remuneration and benefits whilst having due regard to other relevant areas. The Remuneration policies
and practices are designed to support the Society’s strategic objectives and promote long-term sustainable success.
With regard to the Society’s approach to remuneration for both the Directors and employees, we remain committed to our ethos
of “doing the right thing”. The Society recognises its duty to its members and to the Society’s staff to treat everyone fairly with
regard to remuneration. We remain passionate about delivering the best outcomes for the Society and we realise that in this
challenging environment we need to be able to recruit, motivate and retain quality individuals, enabling the Society to deliver its
strategic objectives.
At the end of 2019 we had a total staff of 43 including our 2 Executive Directors. The Society’s small team has to manage the
operational and regulatory demands of running a successful mutual building society with each and every individual making a
significant personal contribution to the success of the Society. We are therefore focused on rewarding individual capabilities,
performance and experience.
The Society’s proximity to London continues to present resourcing challenges as we are effectively in competition with the draw
of larger organisations for our talent pool. With regard to remuneration, it is not our aim to compete with London weightings and
larger organisation salaries but to pay market rates for our roles. The Society remains committed to providing employees with a
working environment where they are individually respected and recognised for their contribution. We have communicated an
increased focus towards flexible working arrangements and benefit provision, enabling employees to achieve a good level of
work/life balance. We continue our commitment to building on our people-related practices and expressed a vision of being “an
exceptional place to work” which we are actively working towards in conjunction with a newly constituted employee forum called
Bucks Voice.
With regard to salary levels, we remain members of the voluntary Living Wage Foundation and ensure that all our employees
earn above the recommended hourly rates. We have also carried out salary and benefit benchmarking activities both on a
Society-wide scale and when a specific need arises to ensure that salaries are fair and in-line with market conditions. An across
the board benchmarking exercise was carried out in 2019 and findings reviewed at the Remuneration Committee. Employees
are able to progress through the salary ranges as a result of individual performance, promotions and in some instances the
achievement of qualifications such as professional accountancy qualifications. A cost of living review is carried out annually
which resulted in an across the board increase in 2019. During this review a number of internal and external factors are
routinely considered including organisational changes, CPI, equal pay review and market and competitor salary data.
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Our Executive and Non-Executive Directors’ remuneration is approached in the same way as staff remuneration and the same
cost of living increase applied across both groups. Variations to the cost of living percentage are only made in situations where
there have been significant changes to any of the roles or the benchmark scales (which is the same approach that we take for
our staff). I have provided the detailed remuneration report and its compliance with the Remuneration Code on the following
pages which I believe you will see are fair, transparent and in line with the levels of reward at comparable organisations.
As a small organisation we are not obliged to publish our gender pay ratios however, I do want to confirm to you that as a
Committee we actively review this data and are happy that all our employees are fairly and equitably paid.

Steve Nichols
Chair of the Remuneration Committee
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Directors’ Remuneration Report
This report sets out how the Society applies the principles of the UK Corporate Governance Code 2018 relating to remuneration.
It also sets out how the Society’s remuneration policies comply with relevant regulations which include the Remuneration
section of the PRA Rulebook and the FCA’s Remuneration Code (SYSC 19D).
The Remuneration Committee has determined that, as at 31 December 2019, the CEO, the Finance Director, eight other
members of senior management, as well as all six Non-Executive Directors, are all classified as Material Risk Takers (MRTs)
and subject to the FCA Remuneration Code.
The Level and Components of Remuneration
Code Principle:
P. Remuneration policies and practices should be designed to support strategy and promote long-term sustainable success.
Executive remuneration should be aligned to company purpose and values, and be clearly linked to the successful delivery of the
company’s long-term strategy.
Board Comment:
The Society’s Remuneration Policy takes account of economic and employment trends and ensures that staff are rewarded fairly
paying due regard to statutory considerations including equality and non-discrimination. Whilst not currently a legislative
requirement for the Society, relevant statistics regarding gender pay are reported to the Committee. The aim is to provide
individuals with a level of income that:


Recognises the local market-value of each position in a competitive market to ensure the Society can attract and retain
employees at all levels within the organisation;



Rewards the individual’s capabilities and experience;



Recognises the performance of individuals;



Supports the overall business strategy;



Encourages a prudent approach to risk management;



Aligns the interests of staff with the interests of Members; and



Ensures that individuals are not reliant on non-guaranteed payments as part of their overall remuneration package.

Basic Salaries
Base salaries are determined by reference to peer group and relevant benchmarking data.
Annual percentage salary increases for Executive Directors will not normally exceed the average increases for other Society
employees unless this is considered necessary as a reflection of changing market conditions (to ensure remuneration remains
competitive) or where a relevant benchmarking exercise has been carried out relevant to the role. The remuneration of the
individual Directors is detailed on page 37.
Discretionary bonus scheme
Consideration of a discretionary bonus scheme will only be made if four key conditions are met; the conditions are measures of
both financial performance as well as risk management. If the key conditions are met the Society’s discretionary bonus scheme
operates a Balanced Scorecard to evaluate performance across four key areas: Business Performance, Customer Experience,
our People and Systems & Controls. A broad range of measures are agreed by the Remuneration Committee under each area.
A maximum of 10% of salary for Executive Directors can be earned for achievement of Balanced Scorecard measures. A
further 5% of salary can be earned based on achievement of personal business objectives. Executive Directors’ contracts and
the Bonus Scheme rules allow the Society to apply any relevant and necessary regulation regarding deferral, malus adjustment
and clawback.
Benefits
The Society offers a pension scheme which allows for a maximum Society contribution of 10% of base salary annually.
Executive Directors have access to the same pension scheme as staff, with the same contribution rates. The Society has
implemented increases to its minimum pension contributions in line with auto-enrolment and the minimum overall contribution
rate rose to 9% in April 2019. Employees also have the option to participate in a Salary Sacrifice scheme which enables the
employee and the Society to make savings on National Insurance Contributions. Currently 64% of employees participate in the
scheme. Additional benefits which are also subject to external benchmarking include Life Assurance, Health Cash plan
including health checks and, for Executive Directors, Private Health Insurance.
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Executive Directors Contractual Terms
The Executive Directors each have an employment contract with the Society which provides for termination by either party
giving six months’ notice.
Non-Executive Directors
Non-Executive Directors have letters of appointment (rather than employment contracts) and fees are reviewed annually with
reference to peer group data and relevant benchmarking data. Chairs of Committees receive a higher fee due to the increased
time commitment required. Fees for Non-Executive Directors are not pensionable and Non-Executive Directors do not
participate in any discretionary bonus scheme or receive any other benefits.
Other Material Risk Takers
The Remuneration Committee considers the overall recommendations of the Executive Directors for the remuneration,
discretionary payments and benefits for the senior management who are the MRTs as well as other staff. Their employment
contracts provide for terms and conditions around termination and would require either party giving an appropriate length of
notice, based on their seniority within the Society.
The Procedure for Determining Remuneration
Code Principle:
Q. A formal and transparent procedure for developing policy on executive remuneration and determining director and senior
management remuneration should be established. No director should be involved in deciding their own remuneration outcome.
Board Comment:
The Remuneration Committee consists of four independent Non-Executive Directors. The Chief Executive Officer and the Finance
Director attend by invitation but are not present or involved in the discussion of their own remuneration. The Committee reviews
the Society’s Remuneration Policy annually. The Committee oversees the remuneration of Non-Executive Directors, Executive
Directors, senior management and all staff. The Remuneration Committee reviews the list of Material Risk Takers and the
composition of their remuneration annually. The Committee ensures that variable remuneration does not undermine the
independence of the Risk and Compliance function. Minutes of the Committee’s meetings are distributed to all Board members,
and the Chair of the Committee reports at the Board meeting following a Committee meeting.
Non-Executive Directors
The fees payable to Non-Executive Directors are proposed by the Chief Executive Officer, taking into consideration the views of
the Finance Director and benchmarking data from comparable organisations. The proposed fees are then approved or
otherwise by the Remuneration Committee with the Chair’s fees being considered by the Committee in the absence of the
Chair.
Executive Directors and Senior Management
The Committee reviews the remuneration for Executive Directors and Senior Management annually using data from comparable
organisations and periodically will use relevant benchmarking analysis to assist the determination of remuneration and benefits
for Executive Directors as well as all staff. The Society commissioned such an analysis in 2019 and it will be repeated in late
2022.
Whilst a binding vote on the Directors’ Remuneration Report is not considered appropriate for a building society of our size and
nature, if 20% of the turnout vote against the report, the Remuneration Committee will take steps to address the concerns of the
Membership and an update published no later than six months after the member meeting.
Exercising Independent Judgement and Discretion
Code Principle:
R. Directors should exercise independent judgement and discretion when authorising remuneration outcomes, taking account of
company and individual performance, and wider circumstances.
Board Comment:
The Remuneration Committee exercises their independent judgement and discretion while considering remuneration outcomes
for the Society. The Remuneration Committee reviews the Remuneration Policy (and associated Remuneration Statements)
annually to ensure that it is consistent with the Society’s Risk Appetite Statement and aligned to strategic goals. In particular, the
Committee ensures that the policy is consistent with, and promotes, effective risk management, managing conflicts of interest
and supports a culture in which fair outcomes for consumers is integral to the way in which the Society conducts its business
activities.
A broad range of financial, strategic and specific measures are agreed by the Remuneration Committee at the beginning of
every year to evaluate performance. Care is taken to ensure that there is no conflict of interest and excessive risk taking to meet
the objectives. The decision to pay a bonus is discretionary and there is no obligation for the Society to pay any bonus, even if
the measures are met. The Bonus Scheme does allow the Society to apply any relevant and necessary regulation regarding
deferral, malus adjustment and clawback.
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Non-Executive Directors
In a competitive market, the recruitment and retention of Non-Executive Directors that have the suitable skills and expertise and
share the Society’s ethos is key to the strategic success of the overall Society. Discretion is used to reward the Non-Executive
Directors at a level which is fair but not excessive. The remuneration for the Non-Executive Directors reflects the time
commitment and responsibilities of their role as the Chair, Chair of Committees or as a Non-Executive Director. Fees are
reviewed annually with reference to peer group data and relevant benchmarking data. Non-Executive Directors’ fees were
increased during the year in line with the basic increase awarded to all staff. Fees for Non-Executive Directors are not
pensionable and Non-Executive Directors do not participate in any discretionary bonus scheme or receive any other benefits.
Executive Directors and Senior Management
The Society’s Remuneration Policy is consistent with market practice for Executive roles and plays a part in motivating,
rewarding and retaining the leadership team to deliver value for our members.
The Executive Directors’ Remuneration is aligned to the Society’s purpose and values and linked to the successful delivery of
the long term strategy. Executive Directors’ and Senior Management’s base salaries are reviewed each July at the annual pay
review, at the same time as all other members of staff, by using data from comparable organisations and relevant benchmarking
analysis. Annual percentage salary increases for Executive Directors and Senior Management are aligned with the average
increases for other Society employees unless this is considered necessary as a reflection of changing market conditions to
ensure remuneration remains competitive.
One of the outcomes from employee engagement initiatives taken during the year is the staff identifying a set of model
behaviours which are consistent with the Society’s purpose, values and strategy. The model behaviours will form a part of the
appraisal system going forward for the Executive Directors, Senior Management and staff.

Directors’ Salary and Fees
2019

2018

£000

£000

R D Jenkins (appointed 1 May 2018)

23

14

R T Bailey

31

32

S S Nichols

28

26

E J Leenders

24

23

R T Sinclair

21

20

C A Higgins

24

23

-

6

151

144

Non-Executive Directors

I G Powell (resigned 25 April 2018)
Total

Buckinghamshire Building Society

36

Annual Report and Accounts 2019

2019

2018

Bonus

Benefits

Employer’s
Pension
Contributions/
PILOP

£000

£000

£000

£000

£000

£000

£000

£000

£000

£000

162

-

3

16

181

19

-

-

2

21

62

-

-

6

68

-

-

-

-

-

-

-

-

-

-

130

15

4

11

160

60

13

-

9

82

111

11

3

11

136

Total

284

13

3

31

331

260

26

7

24

317

Total Directors’
Remuneration

435

13

3

31

482

404

26

7

24

461

Salary/
fees

Total

Salary
/fees

Bonus

Benefits

Employer’s
Pension
Contributions/
PILOP

Total

Executive Directors

G O’Keeffe
D Ramdeen (appointed
23/09/2019)
A K Craddock
(resigned
30/11/2018)
R K Patel (resigned
14/06/2019)

Gerard O’Keeffe opted, in lieu of his 10% of salary pension entitlement, to receive a cash equivalent sum (PILOP) at no
additional gross cost to the Society (included in the table above).
Darrin Ramdeen opted, in lieu of his 10% of salary pension entitlement, to receive a cash equivalent sum (PILOP) at no
additional gross cost to the Society (included in the table above).
In addition to the amounts paid in the table above, Gerard O’Keeffe earned a bonus of £22.7k and Darrin Ramdeen earned a
bonus of £7.5k, both are to be paid in March 2020.
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Remuneration Policy
The Society’s Remuneration Policy is consistent with market practice for Executive roles and enables us to motivate, reward
and retain our leadership team to deliver value for our members. Our intention is to reward our executives at a level which is fair
but not excessive. Remuneration for the Society Executive Directors follows the process as highlighted above for all staff. The
only differences to the process are highlighted in the table below.
Element of
remuneration

Purpose

Process

Base salary

To ensure that suitable
individuals are attracted
and can be retained to
support the needs of the
Society.

Base salaries are determined by RemCo by reference to peer group and
relevant benchmarking data.

Provide market-competitive
package as part of fixed
remuneration.

Benefits offered to Executive staff members are intended to ensure that the
Society can remain competitive. Any changes to benefits schemes will
require approval by RemCo with reference to benchmarking data.

Benefits

Annual percentage salary increases will not normally exceed the average
increases for other Society employees unless the Board considers this
necessary as a reflection of changing market conditions (to ensure
remuneration remains competitive) or where there has been a significant
change in the role (either change of scope or increase in responsibilities) or
where a relevant benchmarking exercise has been carried out relevant to
the role.

In addition to the staff’s benefits, Executive Directors have Private
Healthcare provided by the Society up to contractually agreed cost limits.
Holiday
entitlement
(Executive
Directors)

Provision of paid annual
leave with flexibility options



28 days paid holiday per annum, plus



UK bank holidays in the year (normally 8)

Pro-rata entitlement for part-time employees, converted to hours for uneven
work patterns.
3 days holiday can be carried over to 31st March of the next holiday year at
management discretion. This can also be increased at management
discretion.
Limited ability to buy and sell leave during the holiday year within the
scheme rules.

Occupational
Sick Pay
(Executive
Directors)

Provision of paid leave
during periods of ill-health

Pension and
Salary
Exchange
Scheme

Provides
post-retirement
benefits for participants in a
cost efficient manner.
Salary Exchange Scheme
provides employees with tax
relief on employee pension
contributions.

Buckinghamshire Building Society



From day 1 (if the eligibility criteria are met): up to 13 weeks sick
pay in any rolling 12 month period



Additional payments are subject to Board discretion

Executive Directors have access to the same pension scheme with the
same contribution rates as all staff.
Executive Directors also have access to the same Salary Exchange
arrangements as staff.
Executive Directors are subject to the same arrangements for Payment in
Lieu of Pension (PILOP) as employees, which are: For Directors who notify
the Society that they have reached their Lifetime Pension Allowance, may
opt out of the Pension Scheme and opt to receive a PILOP. The amount of
this payment will equate to the maximum employer’s pension contribution
currently available under normal Society Group Pension Plan membership.
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Element of
remuneration

Purpose

Process

Discretionary
bonus scheme

To reward Executives based
on their achievement of
individual
and
Society
targets for a single financial
year

The Society operates a Balanced Scorecard to evaluate performance
across a broad range of financial, strategic and specific measures which
promotes effective risk management.
There is no obligation for the Society to pay any bonus (even if the floor
and objectives of the scheme have been met).
The Executives’ discretionary bonus scheme is as above (for all staff)
however the maximum bonus potential varies as below:
-

All Executive Directors (including Chief Executive Officer) have a
maximum bonus potential of 15% of their actual basic annual
salary in the bonus year. This comprises of 10% against the
Balanced Scorecard and 5% based on attainment of individual
objectives set by the Board

Executive Directors’ contracts allow the Society to apply any relevant and
necessary regulation regarding deferral, malus adjustment and clawback.
In a competitive market, the recruitment and retention of Non-Executive Directors that have the suitable skills and expertise and
share the Society’s ethos is key to the strategic success of the overall Society. Similar to our process for Executive Directors we
aim to reward our Non-Executive Directors at a level which is fair but not excessive.
Element of
remuneration
Fees for NonExecutive
Directors

Purpose

Process

To ensure that suitable
individuals are attracted
and can be retained to
support the needs of the
Society.

NED fees are reviewed annually with reference to the Society’s Rules.
NED fees will not exceed twelve and a half pence per one hundred pounds
of the Society’s total assets as at the first day of the Financial Year in which
payments are made.
Fees are reviewed with reference to peer group data and relevant
benchmarking data.
Chairs of committees receive a higher fee due to the increased time
commitment required.

Terms of reference for the Remuneration Committee are available on request from the Society Secretary.
On behalf of the Committee, I recommend that members endorse our report.

Steve Nichols
Chair of the Remuneration Committee
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Directors’ Responsibilities Statement
Responsibility statement

The following Statement, which should be read in
conjunction with the Independent Auditor’s Report on
pages 41 to 46, is made by the Directors to explain their
responsibilities in relation to the preparation of the Annual
Accounts, Annual Business Statement and Directors’
Report.

We confirm that to the best of our knowledge:

The Directors are required by the Building Societies Act
1986 (the “Act”) to prepare, for each financial year, Annual
Accounts which give a true and fair view of the state of the
affairs of the Society as at the end of the financial year, and
of the income and expenditure of the Society for the
financial year.

•

the financial statements, prepared in accordance with
United Kingdom Generally Accepted Accounting
Practice, including FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of
Ireland”, give a true and fair view of the assets,
liabilities, financial position and profit or loss of the
Society and the undertakings included in the
consolidation taken as a whole;

•

the strategic report includes a fair review of the
development and performance of the business and
the position of the Society and the undertakings
included in the consolidation taken as a whole,
together with a description of the principal risks and
uncertainties that they face; and

•

the annual report and financial statements, taken as a
whole, are fair, balanced and understandable and
provide the information necessary for members to
assess the Society’s performance, business model
and strategy.

In preparing those Accounts, the Directors are required to:
•

select appropriate accounting policies and apply them
consistently;

•

make judgements and estimates that are reasonable
and prudent;

•

state whether applicable United Kingdom accounting
standards have been followed, subject to any material
departures disclosed and explained in the financial
statements; and

•

prepare the Accounts on the going concern basis,
unless it is inappropriate to presume that the Society
will continue in business.

This responsibility statement was approved by the Board of
Directors on 11 March 2020 and is signed on its behalf by:

In addition to the Accounts, the Act requires the Directors
to prepare, for each financial year, an Annual Business
Statement and a Directors’ Report, each containing
prescribed information relating to the business of the
Society.

Chief Executive Officer
Gerard O’Keeffe
11 March 2020

In Respect of Accounting Records and Internal Controls the
Directors are responsible for ensuring that the Society:
•

keeps accounting records in accordance with the Act;
and

•

takes reasonable care to establish, maintain,
document and review systems of control as are
appropriate to the business in accordance with the
rules under the Financial Services and Markets Act
2000.

The Directors have general responsibility for safeguarding
the assets of the Society and for taking reasonable steps
for the prevention and detection of fraud and other
irregularities.
The Directors are responsible for the maintenance and
integrity of the corporate and financial information included
on the Society’s website.
Legislation in the United
Kingdom governing the preparation and dissemination of
annual accounts may differ from legislation in other
jurisdictions.
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Independent
auditor’s report
to the members of Buckinghamshire Building Society
1. Our opinion is unmodified

Overview

We have audited the annual accounts of
Buckinghamshire Building Society for the year
ended 31 December 2019 which comprise the
statement of comprehensive income and other
comprehensive income, statement of financial
position, statement of changes in members’
interests, cash flow statement, and the related
notes, including the accounting policies in note 1.

Materiality:

£184k (2018: £64.8k)

annual accounts as
a whole

0.73% of net assets
(2018: 4.1% of profit before tax

Key audit matters

vs 2018

Recurring risks

Loan impairment

Event driven

Impact of uncertainties
due to the UK exiting
the EU on our audit

In our opinion the annual accounts:
— give a true and fair view of the state of affairs
of the Society as at 31 December 2019 and of
the income and expenditure of the Society for
the year then ended;
— 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

2. Key audit matters: including our assessment of risks
of material misstatement
Key audit matters are those matters that, in our
professional judgment, were of most significance in the
audit of the annual accounts and include the most
significant assessed risks of material misstatement
(whether or not due to fraud) identified by us, including
those which had the greatest effect on: the overall audit
strategy; the allocation of resources in the audit; and
directing the efforts of the engagement team. We
summarise below the key audit matters in arriving at our
audit opinion above, together with our key audit
procedures to address those matters and, as required for
public interest entities, our results from those procedures.
These matters were addressed, and our results are based
on procedures undertaken, in the context of, and solely for
the purpose of, our audit of the annual accounts as a
whole, and in forming our opinion thereon, and
consequently are incidental to that opinion, and we do not
provide a separate opinion on these matters.

— have been prepared in accordance with the
requirements of the Building Societies Act
1986 and regulations made under it.
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 believe that the audit
evidence we have obtained is a sufficient and
appropriate basis for our opinion. Our audit
opinion is consistent with our report to the Audit
Committee.
We were first appointed as auditor by the
members for the year ended 31 December 2018.
The period of total uninterrupted engagement is
for the two financial years ended 31 December
2019. We have fulfilled our ethical responsibilities
under, and we remain independent of the Society
in accordance with, UK ethical requirements
including the FRC Ethical Standard applicable to
public interest entities. No non-audit services
prohibited by that standard were provided.
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2. Key audit matters: including our assessment of risks of material misstatement (continued)

The impact of uncertainties
due to the UK exiting the
European Union on our
audit
Refer to pages 23 to 25 Audit
Committee Report

The risk

Our response

Unprecedented levels of uncertainty:

We developed a standardised firm-wide approach to
the consideration of the uncertainties arising from
Brexit in planning and performing our audits. Our
procedures included:

All audits assess and challenge the
reasonableness of estimates, in
particular as described in impairment
of loans and advances to customers
below, and related disclosures and the
appropriateness of the going concern
basis of preparation of the Annual
Accounts (see below). All of these
depend on assessments of the future
economic environment and the
Society’s
future
prospects
and
performance.
Brexit is one of the most significant
economic events for the UK and its
effects are subject to unprecedented
levels of uncertainty of consequences,
with the full range of possible effects
unknown.

— Our Brexit knowledge: We considered the
directors’ assessment of Brexit-related sources
of risk for the Society’s business and financial
resources compared with our own understanding
of the risks. We considered the directors’ plans
to take action to mitigate the risks;
— Sensitivity
analysis:
When
addressing
impairment of loans and advances to customers
and other areas that depend on forecasts, we
compared the directors’ analysis to our
assessment of the full range of reasonably
possible scenarios resulting from Brexit
uncertainty and, where forecast cash flows are
required
to
be
discounted,
considered
adjustments to discount rates for the level of
remaining uncertainty;
— Assessing transparency: As well as assessing
individual disclosures as part of our procedures
on impairment of loans and advances to
customers, we considered all of the Brexit
related disclosures together, including those in
the strategic report, comparing the overall picture
against our understanding of the risks.
Our results
— As reported under impairment of loans and
advances to customers, we found the resulting
estimates and related disclosures of impairment
of loans and advances to customers and
disclosures in relation to going concern to be
acceptable. However, no audit should be
expected to predict the unknowable factors or all
possible future implications for a Society and this
is particularly the case in relation to Brexit.
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2. Key audit matters: including our assessment of risks of material misstatement (continued)

Impairment of loans and
advances to customers
(£300,000; 2018: £269,000)
Refer to pages 23-25 Audit
Committee Report

The risk

Our response

Subjective estimate:

Our procedures included:

Individual impairment cover loans
specifically identified as impaired and a
collective impairment provision for all
other loans.

— Historical comparison: We critically assessed
the key assumptions used in the model,
including forced sale discount and selling costs,
against the Society’s historical experience;

The
Directors
judge
individual
impairments by reference to loans that
have objective evidence that the
borrower is in significant financial
difficulty.

— Benchmarking assumptions: We compared
the key assumptions used in the model, being
probabilities of default, forced sales discount
and selling costs with externally available data,
and with those of comparable lenders. We also
compared the loan portfolio key metrics,
including arrears trends and provision coverage,
with those of comparable lenders;

Such evidence includes that the
borrower is in possession or arrears
and/or are subject to forbearance
activities or meet specific trigger events
identified by the Directors.
The collective impairment provision is
derived from a model that uses a
combination of the Society’s historical
experience and, due to the Society’s
limited loss experience, external data,
adjusted for current conditions. In
particular, judgement is required on the
key assumptions of probability of
defaults and forced sale discounts
against collateral.
In particular, judgement is required on
the key assumptions of probability of
default and loss given default.
Judgement is also required over the
valuation of collateral used to assess
individual impairments. The impairment
model is most sensitive to movements
in the forced sale discount applied in
the model.
The effect of these matters is that, as
part of our risk assessment, we
determined that loan impairment has a
high degree of estimation uncertainty,
with a potential range of reasonable
outcomes greater than our materiality
for the financial statements as a whole.

— Sensitivity analysis: We critically assessed the
collective model for its sensitivity to changes in
the key assumptions of probability of default,
forced sale discount and selling costs by
performing stress testing to help us to assess
the reasonableness of the assumptions used
and identify areas of potential additional focus;
— Tests of detail: We identified a selection of
loans using loan book stratification which
included specific items identified based on risk
characteristics such as arrears status,
forbearance flagging and LTV ratios to identify
individual loans which may have unidentified
impairments. We tested the provision attached
to those loans by reference to relevant
supporting information such as valuation reports
to challenge the completeness and accuracy of
the Society's individual impairment provision
estimate. We also inspected correspondence
between the Society and the borrower for
evidence of customer distress, in order to
challenge the completeness and accuracy of
individual impairment provision.
— Tests of detail: We examined management’s
assessment
for
accounts
identified
as
individually impaired to challenge the key
assumptions within the impairment assessment
and corroborate the valuation applied to the loan
collateral. We recalculated the impairment
provision for those accounts to assess the
accuracy of the individual impairment provisions
recognised.
— Assessing transparency: We evaluated the
adequacy of the Society’s disclosures in respect
of the degree of estimation involved in arriving at
the impairment provision and its sensitivity to
key assumptions.
Our results
— We found the estimate of the impairment
provision in respect of loans and advances to
customers to be acceptable (2018: acceptable)
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2. Key audit matters: including our assessment of risks of material misstatement (continued)
We continue to perform procedures over revenue recognition. However, following our reassessment of the significance of
the estimate relating to the behavioural lives in comparison to materiality, we have not assessed this as one of the most
significant risks in our current year audit and, therefore, it is not separately identified as a key audit matter in our report this
year.
3. Our application of materiality and an overview of
the scope of our audit
Materiality for the Society’s annual accounts as a whole
was set at £184,000, determined with reference to a
benchmark of net assets of the Society of £25.1m (of
which it represents 0.73%). In the prior year, materiality
for the financial statements as a whole was set at
£64,800, which was determined with reference to a
benchmark of profit before tax of the Society of
£1,574,000 of which it represents 4.1%.

Net Assets
£25.1m (2018; £23.7m)

Materiality
£184,000 (2018: £64,800)

We have changed the selected benchmark for
calculating materiality to net assets from profit before
tax as this reflects the fact that the Society does not
seek to maximise profits as its primary objective, and
that net assets more closely reflects regulatory capital
which is a key area of focus for regulators.
We agreed to report to the Audit Committee any
corrected or uncorrected identified misstatements
exceeding £9,200 (2018: £3,240), in addition to other
identified misstatements that warranted reporting on
qualitative grounds.

Net Assets

Our audit of the Society was undertaken to the
materiality level specified above and was all performed
at the Society’s head office in Chalfont St. Giles.

Materiality

£9,200
Misstatements
reported to the
audit and
compliance
committee
(2018; £3,240)

4. We have nothing to report on going concern
The Directors have prepared the annual accounts on
the going concern basis as they do not intend to
liquidate the Society or to cease its operations, and as
they have concluded that the Society’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 annual accounts (“the going concern
period”).

operations over the going concern period. The risk that
we considered most likely to adversely affect the
Society’s available financial resources over this period
was the impact of Brexit on the Society’s liquidity and
capital resources.
As these were risks that could potentially cast
significant doubt on the Society's ability to continue as a
going concern, we considered sensitivities over the
level of available financial resources indicated by the
Society’s financial forecasts taking account of
reasonably possible (but not unrealistic) adverse effects
that could arise from these risks individually and
collectively and evaluated the achievability of the
actions the Directors consider they would take to
improve the position should the risks materialise.

Our responsibility is to conclude on the appropriateness
of the Directors’ conclusions and, had there been a
material uncertainty related to going concern, to make
reference to that in this audit report. 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 a
material uncertainty in this auditor's report is not a
guarantee that the Society will continue in operation.

Based on this work, 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
annual accounts.

In our evaluation of the Directors’ conclusions, we
considered the inherent risks to the Society’s business
model and analysed how those risks might affect the
Society’s financial resources or ability to continue

We have nothing to report in these respects, and we did
not identify going concern as a key audit matter.
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Auditor’s responsibilities

5. We have nothing to report on the other information
in the Annual Report

Our objectives are to obtain reasonable assurance
about whether the annual accounts as a whole are free
from material misstatement, whether due to fraud or
other irregularities (see below), 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,
other irregularities 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 annual accounts.

The Directors are responsible for the other information
presented in the Annual Report together with the annual
accounts. Our opinion on the annual accounts does not
cover the other information and, accordingly, we do not
express an audit opinion or, except as explicitly stated
below, any form of assurance conclusion thereon.
Our responsibility is to read the other information and,
in doing so, consider whether, based on our annual
accounts audit work, the information therein is
materially misstated or inconsistent with the annual
accounts or our audit knowledge. Based solely on that
work we have not identified material misstatements in
the other information.

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

Annual Business Statement and Directors’ Report
In our opinion:

Irregularities – ability to detect

— the Annual Business Statement and the Directors’
Report have each been prepared in accordance
with the applicable requirements of the Building
Societies Act 1986 and regulations thereunder;

We identified areas of laws and regulations that could
reasonably be expected to have a material effect on the
annual accounts from our general commercial and
sector experience, through discussion with the directors
(as required by auditing standards), and from inspection
of the Society’s regulatory and legal correspondence
and discussed with the directors the policies and
procedures regarding compliance with laws and
regulations. We communicated identified laws and
regulations throughout our team and remained alert to
any indications of non-compliance throughout the audit.

— the information given in the Directors’ Report for the
financial year is consistent with the accounting
records and the annual accounts; and
— the information given in the Annual Business
Statement (other than the information upon which
we are not required to report) gives a true
representation of the matters in respect of which it is
given.

The potential effect of these laws and regulations on the
annual accounts varies considerably.

6. We have nothing to report on the other matters on
which we are required to report by exception

Firstly, the Society is subject to laws and regulations
that directly affect the annual accounts including
financial reporting legislation (including related building
society legislation), taxation legislation and pension
legislation and we assessed the extent of compliance
with these laws and regulations as part of our
procedures on the related financial statement items.

Under the Building Societies Act 1986 we are required
to report to you if, in our opinion:
— adequate accounting records have not been kept by
the Society; or
— the annual accounts are not in agreement with the
accounting records; or

Secondly, the Society is subject to many other laws and
regulations where the consequences of non-compliance
could have a material effect on amounts or disclosures
in the annual accounts, for instance through the
imposition of fines or litigation or the loss of the
Society’s licence to operate. We identified the following
areas as those most likely to have such an effect:
regulatory capital and liquidity and certain aspects of
building Society legislation recognising the financial and
regulated nature of the Society’s activities and its legal
form. Auditing standards limit the required audit
procedures to identify noncompliance with these laws
and regulations to enquiry of the directors and
inspection of regulatory and legal correspondence, if
any. These limited procedures did not identify actual or
suspected non-compliance.

— we have not received all the information and
explanations and access to documents we require
for our audit.
We have nothing to report in these respects.
7. Respective responsibilities
Directors’ responsibilities
As explained more fully in their statement set out on
page 40, the Directors are responsible for: the
preparation of annual accounts which give a true and
fair view; such internal control as they determine is
necessary to enable the preparation of annual accounts
that are free from material misstatement, whether due
to fraud or error; assessing the Society’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 Society or to cease operations, or have no
realistic alternative but to do so.

Owing to the inherent limitations of an audit, there is an
unavoidable risk that we may not have detected some
material misstatements in the annual accounts, even
though we have properly planned and performed our
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audit in accordance with auditing standards. For
example, the further removed non-compliance with laws
and regulations (irregularities) is from the events and
transactions reflected in the annual accounts, the less
likely the inherently limited procedures required by
auditing standards would identify it. In addition, as with
any audit, there remained a higher risk of non-detection
of irregularities, as these may involve collusion, forgery,
intentional omissions, misrepresentations, or the
override of internal controls. We are not responsible for
preventing non-compliance and cannot be expected to
detect non-compliance with all laws and regulations.
8. The purpose of our audit work and to whom we owe
our responsibilities
This report is made solely to the Society’s members, as
a body, in accordance with section 78 of the Building
Societies Act 1986. Our audit work has been
undertaken so that we might state to the Society’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 Society
and the Society’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

Matthew Rowell (Senior Statutory Auditor) for and
on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
One Snowhill
Snow Hill Queensway
Birmingham
B4 6GH
11 March 2020
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Income and Expenditure Account

Notes
2
3

Interest receivable and similar income
Interest payable and similar charges
Net interest receivable
Fees and commissions receivable
Fees and commissions payable
Other operating income
Net gains from derivative financial instruments
Change in valuation of investment property

4
5
20

Total income
Administrative expenses
Depreciation and amortisation

6
18, 19

Operating profit before provisions
Impairment provisions
Provision for liabilities and commitments
Operating profit

15
26

Profit on ordinary activities before tax
Tax on profit on ordinary activities

11

Profit for the financial year

2019
£000

2018
£000

8,389
(3,198)
5,191

7,851
(3,005)
4,846

43
(83)
31
16
40

50
(66)
37
9
-

5,238
(3,552)
(65)

4,876
(3,295)
(57)

1,621
(30)
1,591

1,524
35
15
1,574

1,591
(310)

1,574
(284)

1,281

1,290

2019
£000

2018
£000

1,281

1,290

77
(13)
64

-

1,345

1,290

Statement of Comprehensive Income

Notes
Profit for the financial year
19

Gain arising on revaluation of land and buildings
Tax on gain arising on revaluation of land and buildings
Other comprehensive income
Total comprehensive income

The notes on pages 51 to 81 are an integral part of these accounts.
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Balance Sheet

Notes
Assets
Liquid assets
Cash in hand and balances with Bank of England
Loans and advances to credit institutions
Debt securities
Derivative financial instruments
Loans and advances to customers
Other assets
Intangible fixed assets
Tangible fixed assets
Investment properties
Total assets

12
13
24
14
16
18
19
20

Liabilities
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities
Provisions for liabilities and charges
Deferred tax liability
Total liabilities

21
22
23
24
25
26
17

Reserves
General reserve
Revaluation reserve
Total reserves attributable to members of the Society
Total reserves and liabilities

2019
£000

2018
£000

47,722
9,865
5
218,509
334
106
1,267
975
278,783

36,932
7,820
98
198,817
301
115
1,196
935
246,214

199,650
19,034
34,104
134
669
98
253,689

172,350
18,034
31,327
61
625
3
65
222,465

24,807
287
25,094

23,526
223
23,749

278,783

246,214

The notes on pages 51 to 81 are an integral part of these accounts.
The financial statements on pages 47 to 50 were approved by the Board of Directors on 11 March 2020 and were signed on its
behalf by:

Dick Jenkins
Chair

Buckinghamshire Building Society

Christine Higgins
Chair of the Audit Committee
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Gerard O’Keeffe
Chief Executive Officer

Annual Report and Accounts 2019

Statement of Changes in Members’ Interests

Revaluation
reserve
£000

General
reserve
£000

Total
£000

223

22,236

22,459

-

1,290
1,290

1,290
1,290

At 31 December 2018

223

23,526

23,749

Profit for the financial year
Gains arising on revaluation of land and buildings
Tax on gains arising on revaluation of land and buildings
Total comprehensive income

77
(13)
64

1,281
1,281

1,281
77
(13)
1,345

At 31 December 2019

287

24,807

25,094

At 1 January 2018
Profit for the financial year
Losses arising on revaluation of land and buildings
Tax on losses arising on revaluation of land and buildings
Total comprehensive income

Movements in the revaluation reserve relate to changes in the valuation of the freehold land and buildings occupied by the
Society.

The notes on pages 51 to 81 are an integral part of these accounts.
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Cash Flow Statement

2019
£000

2018
£000

1,591
65
(56)
30
1,630

1,574
57
(20)
(9)
(35)
1,567

(33)
(7)
9
(3)
(19,540)
27,303
1,000
2,781
(500)
(255)
12,385

(11)
58
(1)
(27)
(9,823)
693
8,000
(4,286)
4,000
(263)
(93)

Cash flows from investing activities
Purchase of tangible fixed assets
Purchase of intangible fixed assets
Net cash flows from investing activities

(19)
(31)
(50)

(12)
(73)
(85)

Cash flows from financing activities
Sale of debt securities
Net cash flows from financing activities

-

1,263
1,263

Net increase in cash and cash equivalents

12,335

1,085

Cash and cash equivalents at the beginning of the year

40,893

39,808

Cash and cash equivalents at the end of the year

53,228

40,893

Reconciliation to cash at bank and in hand:
Cash in hand and balances with Bank of England
Loans and advances to credit institutions repayable on demand
Cash and cash equivalents

47,722
5,506
53,228

36,932
3,961
40,893

Cash flows from operating activities
Operating profit for the financial year
Depreciation and amortisation of fixed assets
Losses on sale of debt securities
Net fair value gains recognised in profit or loss
Impairment losses on loans and advances to customers
Changes in operating assets and liabilities
Decrease in prepayments and accrued income
(Decrease)/increase in accruals and deferred income
Increase/(decrease) in other liabilities
Decrease in provisions for liabilities and charges
Increase in loans and advances to customers
Increase in shares
Increase in amounts owed to credit institutions
Increase/(decrease) in amounts owed to other customers
(Increase)/decrease in loans and advances to credit institutions
Tax paid
Net cash flows from operating activities

The notes on pages 51 to 80 are an integral part of these accounts.
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Notes to the Annual Report and Accounts
1.

Accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out below.
Basis of preparation
The financial statements have been prepared under the historical cost basis modified to include certain items at fair value, and
in accordance with the Building Societies Act 1986, the Building Societies (Accounts and Related Provisions) Regulations 1998
and FRS102, the Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland. The Society has also
chosen to apply the recognition and measurement provisions of IAS39 Financial Instruments: Recognition and Measurement
(as adopted for use in the EU).
The accounts have been prepared on the going concern basis, as set out in the Directors’ Report on page 15.
The preparation of financial statements in compliance with FRS102 requires the use of certain critical accounting estimates. It
also requires the Society's management to exercise judgement in applying the Society's accounting policies. The accounting
policies have, unless otherwise stated, been applied consistently to all periods presented in these annual accounts.
Amended accounting standards
During 2019, the Financial Reporting Council (FRC) issued amendments to FRS102 – Interest rate benchmark reform.
Interest rate benchmarks such as the London Interbank Offered Rate (LIBOR) are being reformed and it is anticipated that
LIBOR will not be available after 2021. The increasing uncertainty about the long-term viability of some interest rate
benchmarks has given rise to issues affecting financial reporting in the period before the reform. This has a particular impact on
hedge accounting.
During the period of uncertainty, the amendments to specific hedge accounting requirements in FRS102 provide relief that will
avoid unnecessary discontinuation of hedge accounting. Entities will apply specific hedge accounting requirements under the
assumption that the interest rate benchmark relevant to the hedge accounting is not altered as a result of interest rate
benchmark reform.
These amendments are applicable for accounting periods beginning on or after 1 January 2020, with early application permitted.
The Society has chosen to adopt the amendments early.
Interest receivable
Interest income for loans and advances to customers is recognised in “interest receivable and similar income” using the
effective interest rate of the financial asset to which they relate. The effective interest rate is the rate that discounts the
expected future cash flows, over the expected life of the financial instrument, to the net carrying amount of the financial asset.
Interest on impaired financial assets is recognised as the original effective interest rate of the financial asset applied to the
carrying amount as reduced by an allowance for impairment.
Fees and commissions
Fees receivable are generally recognised on an accruals basis when all contractual obligations have been fulfilled.
If the fees are an integral part of the effective interest rate of a financial instrument, they are recognised as an adjustment to the
effective interest rate and recorded in interest receivable.
Fees payable are recognised on an accruals basis when the service has been provided or on the completion of an act to which
the fee relates.
Derivative financial instruments
In accordance with Section 9a of the Building Societies Act 1986, the Society only uses derivatives to reduce the risk of loss
arising from changes in interest rates. Such instruments are not therefore used in trading activity or for speculative purposes.
The Society uses standardised International Swaps and Derivatives Association (“ISDA”) agreements with other financial
institutions in order to hedge interest rate risk. The ISDA contracts grant legal rights of set off for derivative transactions with the
same counterparty. This can reduce potential credit risk where the derivative contracts may be for offsetting values.
Currently, the Society only uses derivatives to hedge interest rate risk through interest rate swap agreements. These are
commitments to exchange one set of cash flows for another. No exchange of principal takes place. Interest rate swaps are
measured at fair value in the balance sheet. Fair values are obtained by applying quoted market rates to a discounted cash
flow model. All derivatives are carried as assets when fair value is positive and as liabilities when fair value is negative.
Changes in the fair value of derivatives are recognised immediately in the income and expenditure account. However, by
applying the hedge accounting rules set out in IAS39, the changes in fair value of derivatives used to hedge particular risks can
be offset in the income and expenditure account against fair value adjustments made to the hedged item in respect of the
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Notes to the Annual Report and Accounts (continued)
1.

Accounting policies (continued)

hedged risk, providing that the derivatives used in hedging transactions are highly effective in offsetting changes in fair values or
cash flows of hedged items (fixed rate mortgages).
If the hedge no longer meets the hedging criteria the adjustment to the carrying amount of a hedged item is amortised to the
income and expenditure account over the remaining life of the previously hedged item.
Changes in fair value of any derivative financial instrument that does not qualify for hedge accounting are recognised
immediately in the income and expenditure account.
Volatility in the income and expenditure account may still arise to the extent that the hedge relationships are ineffective or
because hedge accounting is not achievable. Such volatility is therefore primarily attributable to accounting rules which may not
fully reflect the economic reality of the Society’s hedging strategy.
Where cash collateral is received to mitigate the risk inherent in amounts due to the Society, it is included as a liability within
“amounts owed to credit institutions”. Where cash collateral is given to mitigate the risk inherent in amounts due from the
Society, it is included as an asset in “loans and advances to credit institutions”.
Corporation tax
Corporation tax is charged at the current rate calculated on the basis of the profit on ordinary activities as adjusted in line with
HMRC requirements for taxation purposes.
Deferred tax
Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to pay more tax, or a
right to pay less tax, at a future date, at rates expected to apply when they crystallise based on current tax rates and law.
Timing differences arise from the inclusion of items of income and expenditure in taxation computations in periods different from
those in which they are included in financial statements.
Deferred tax assets are recognised to the extent that it is regarded as more likely than not that they will be recovered. Deferred
tax assets and liabilities are not discounted.
Retirement benefits
The Society operates a money purchase pension scheme which is open to all permanent employees.
The Society’s contributions are charged to the income and expenditure account in the periods which benefit from the
employees’ services. Accrued contributions are included within “other liabilities” on the balance sheet.
Financial assets
The Society classifies its financial assets at inception into the following categories:
Debt securities
Debt securities are classified as loans and receivables. They are stated at cost, adjusted, where applicable, for any premium or
discount on purchase which is amortised over the period to maturity.
Loans and receivables
The Society’s loans and advances to customers and loans to credit institutions are classified as loans and receivables. Loans
and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted on an active market.
Loans and advances to customers are sums advanced to the Society’s borrowers, secured on property or land.
Loans to credit institutions are sums deposited in instant access accounts or short term fixed period accounts with high street
banks or building societies.
Loans and receivables are carried at amortised cost using the effective interest method.
Fair value through profit or loss
All derivatives are carried at fair value and are initially recognised at the trade date. Gains and losses from changes in fair value
are recognised in the income and expenditure account.
Financial assets are derecognised when the obligation is discharged, cancelled or has expired.
derecognition of financial assets are recognised in the income statement.
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1.

Accounting policies (continued)

Impairment
Throughout the year and at the year end, the Society assesses loans and advances to customers to see if there is objective
evidence of any impairment. Individual impairment provisions are made against those loans and advances where there is
objective evidence of impairment.
Objective evidence of impairment includes accounts going into arrears, renegotiation of the terms of the loan including granting
forbearance and any other information discovered during regular review suggesting that a loss is likely in the short to medium
term.
If there is objective evidence of impairment an individual impairment provision is made against those mortgage assets. The
amount of loss is measured as the difference between the asset’s carrying amount and the present value of estimated future
cash flows discounted at the asset’s original effective interest rate. Within the calculation of future cash flows, account is taken
of any discount against the value of the property which may be needed to achieve sale; amounts recoverable under mortgage
indemnity policies; and anticipated realisation costs.
Where no objective evidence of impairment exists, the Society groups together financial assets with similar credit risk
characteristics and assesses them for impairment. The Society calculates a collective provision on these financial assets,
excluding any that have an individual impairment provision against them. The amount of impairment loss is measured by
applying expected loss factors based on the Society’s experience of default, the effect of movement in house prices and any
adjustment for forced sale.
The amount of impairment loss is recognised immediately through the income and expenditure account and a corresponding
reduction in the financial asset is recognised through the use of provisions.
Where certain emerging characteristics are considered significant but not assessed as part of the impairment calculation,
management may elect to apply an overlay to the impairment provision.
The Society’s policy in relation to any properties that it has taken into possession is that it will seek their disposal with a view to
minimising the losses that it may incur.
Any actual losses incurred are recognised immediately in the Income and Expenditure Account with a corresponding reduction
in the value of the financial assets shown in the Balance Sheet.
Intangible fixed assets
Purchased software that is not an integral part of a related hardware purchase is stated at cost as an intangible asset.
Amortisation of such assets is charged to the income and expenditure account on a straight line basis over their estimated
useful lives. The useful life of computer software is between two and four years.
Tangible fixed assets
Equipment and fixtures and fittings are shown in the balance sheet at cost less accumulated depreciation.
Land and buildings are revalued annually to fair value less any subsequent accumulated depreciation and impairment losses.
Gains or losses arising on the revaluation of the land and buildings are recognised in other comprehensive income and
accumulated in the revaluation reserve.
Land is not depreciated. Depreciation is calculated on other assets so as to write off the cost over their estimated useful lives
on a straight line basis as follows:
Property

50 years

Computer hardware

2 to 5 years

Office equipment and fixtures

2 to 7 years

Gains or losses on disposal are calculated by deducting the asset’s carrying value from the proceeds. These are included in the
Income and Expenditure Statement.
Investment properties
Investment property is measured at fair value annually with any change recognised through the income and expenditure
account. The revaluation movement and the related deferred tax will both be reflected in the income and expenditure account
for the year. A revaluation is carried out each year.
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1.

Accounting policies (continued)

Financial liabilities
All non-derivative financial liabilities, including shares, amounts owed to credit institutions and amounts owed to other
customers, are measured at amortised cost with interest recognised using the effective interest rate method.
Financial liabilities are derecognised when the obligation is discharged, cancelled or has expired.
Segmental reporting
The Society operates solely within the retail financial services sector and within the United Kingdom. As such no segmental
analysis is required.
Accounting estimates and judgements
The Society makes estimates and assumptions that affect the reported amounts of assets and liabilities within the financial year.
The most significant areas where judgements and assumptions are made are as follows:
Impairment losses on loans and advances to customers
In determining whether an impairment loss should be recorded, the Society is required to exercise a degree of judgement.
Impairment provisions are calculated as the difference between the assets’ carrying value and the present value of
management’s estimate of future discounted cash flows. Estimates and assumptions are around the probability of any account
going into default, the probability of defaulting accounts progressing to possession, the time taken to complete the sale of
properties in possession and the eventual loss incurred in the event of forced sale or write-off. These assumptions are based
on observable historical data and updated as management considers appropriate to reflect current circumstances.
A 5% increase in the forced sale discount rates would change the impairment provision on loans and advances by £15k.
GC16/6 The fair treatment of mortgage customers in payment shortfall: impact of automatic capitalisations
The Society had a provision for customer remediation relating to the automatic capitalisation of contractual monthly repayment
amounts for mortgage customers who are in payment shortfall, and consequently were making overpayments towards their
mortgage balance, and have suffered an unfair outcome. As a result of these circumstances, a compensation payment is
expected to be made to some customers.
An estimate of both the number of impacted cases and the possible amount of remediation costs was made in 2017 resulting in
a provision of £15k. This process was carried out during 2018 with a number of remediation payments totalling £5k being
made. The remaining £10k of the provision was released in 2018.
Effective interest rate (EIR)
The Society recognises interest on loans and advances to customers on the basis of their EIR. This is a constant rate that
averages out the effect of incentives and fees across the expected life of the loan account. A critical assumption in the
calculation is the expected life, as this determines the assumed period over which customers may be paying various
differentiated interest rates. The determination of the average life is based on historical and forecast redemption data as well as
management judgement.
The average life is reassessed at regular intervals to ensure it is still appropriate. Any changes to the average life will create an
adjustment to the loan balance in the balance sheet with a corresponding adjustment to interest receivable in the income and
expenditure account.
A 5% increase in the average life profile would result in an increase in the value of loans and advances to customers on the
balance sheet by approximately £41k.
Assumptions as to the future market interest rate will also affect the calculation.
Fair value of derivative financial instruments
The value of derivatives is calculated by projecting expected future cash flows using interest rate information obtained from
counterparties.
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2.

Interest receivable and similar income

On loans fully secured on residential property
On other loans
On fixed interest debt securities
On other liquid assets
On derivative financial instruments

2019
£000

2018
£000

8,023
88
355
(77)
8,389

7,578
94
39
258
(118)
7,851

Interest on loans fully secured by residential property includes interest accrued on impaired assets of £Nil (2018: £Nil).
Interest on other loans includes interest accrued on impaired assets of £Nil (2018: £Nil).

3.

Interest payable and similar charges

On shares held by individuals
On deposits and other borrowings

4.

2019
£000

2018
£000

2,755
443
3,198

2,555
450
3,005

2019
£000

2018
£000

31
31

37
37

Other operating income

Other operating income

Other operating income is mainly rents received on investment property.
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5.

Net gains from derivative financial instruments

Derivatives in designated fair value hedge relationships
Adjustments to hedged items in fair value hedge relationships
Derivatives not in fair value hedge relationships

2019
£000

2018
£000

(166)
182
16

148
(143)
4
9

The net gain from derivative financial instruments of £16k (2018: £9k) represents the net fair value movement on derivative
financial instruments that are matching risk exposure on an economic basis.
Some accounting volatility arises on these items due to accounting ineffectiveness on designated hedges, or because hedge
accounting is not achievable on certain items. The movement is primarily due to timing differences in income recognition
between derivative financial instruments and the hedged assets. This gain or loss will trend to zero over time and this is taken
into account by the Board when considering the Society’s underlying performance.

6.

Administrative expenses

Employee costs
Wages and salaries
Social security costs
Other pension costs

Other administrative expenses

2019
£000

2018
£000

1,876
185
122
2,183

1,752
167
111
2,030

1,369
3,552

1,265
3,295

2019
£000

2018
£000

96
96

82
82

2019

2018

32
12
44

33
11
44

Administrative expenses above include the following auditor’s remuneration (inclusive of VAT):

Audit of financial statements

7.

Staff numbers

The average number of persons employed during the year (including executive directors) was:

Full time
Part time

8.

Remuneration of Directors

Directors’ remuneration totalled £482k (2018: £461k). Full details are given in the Directors’ Remuneration Report on pages 36
and 37.
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9.

Transactions with directors and connected persons

At 31 December 2019 there were no (2018: £Nil) outstanding mortgage loans granted in the ordinary course of business to any
Director or their connected persons.
2019

2018

Number of
Directors
and their
close
family
members

Shares

11

Balance
outstanding
in respect
of Directors
and their
close
family
members

Interest
received by
Directors
and their
close family
members

£000

£000

66

1

Number of
Directors
and their
close family
members

Balance
outstanding
in respect of
Directors
and their
close family
members

Interest
received by
Directors
and their
close family
members

£000

£000

46

1

10

A register is maintained at the Head Office of the Society, in accordance with section 68 of the Building Societies Act 1986,
which shows details of all loans, transactions and arrangements with the Directors and their connected persons. A statement of
the appropriate details contained in the Register, for the financial year ended 31 December 2019, will be available for inspection
at the AGM and at the Society’s Head Office for a period of 15 days up to and including the AGM.

10. Transactions with related businesses
In accordance with section 69 of the Building Societies Act 1986 the Society maintains a Register of Relevant Services of a
Related Business. No fees were paid in 2019 (2018: £Nil).

11. Tax on profit on ordinary activities

Tax charge for the year comprises:
Corporation tax at 19.00% (2018: 19.00%)
Over provision from previous year
Current tax charge for year
Deferred tax
Origination and reversal of timing differences
Under provision from previous year
Total tax

Buckinghamshire Building Society

57

2019
£000

2018
£000

290
-

276
(11)

290

265

20
310

23
(4)
284
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11. Tax on profit on ordinary activities (continued)
Factors affecting the tax charge for the year:
2019
£000

2018
£000

1,591

1,574

Tax on profit on ordinary activities at UK standard rate of 19.00% (2018: 19.00%)

302

299

Effect of reduction in tax rate
Capital allowances in excess of depreciation
Disallowable Expenses
Over provision from previous year
Current tax charge for the year

(2)
3
7
310

(3)
3
(15)
284

2019
£000

2018
£000

13

-

2019
£000

2018
£000

9
5,506
4,000
350
9,865

9
3,961
1,000
2,500
350
7,820

2019
£000

2018
£000

-

1,263
(1,263)
-

Profit on ordinary activities before tax

The tax on items reported through the statement of comprehensive income is as follows:

Revaluation of property

12.

Loans and advances to credit institutions

Accrued interest
Repayable on demand
Not more than three months
Three months to one year
In more than one year but not more than five years

13. Debt securities

Movement on debt securities during the year are as follows:
At 1 January
Maturities and disposals
At 31 December

Buckinghamshire Building Society

58

Annual Report and Accounts 2019

Notes to the Annual Report and Accounts (continued)
14. Loans and advances to customers
2019
£000

2018
£000

216,568
1,941
218,509

196,408
2,409
198,817

2019
£000

2018
£000

Repayable on demand
In not more than three months:
In more than three months but not more than one year:
In more than one year but not more than five years:
More than five years:

400
1,081
4,045
34,510
178,567
218,603

397
1,081
5,579
33,638
158,306
199,001

Effective interest rate adjustment
Fair value adjustment for hedged risk
Less individual impairment provision
Less collective impairment provision

106
100
(171)
(129)
218,509

168
(83)
(162)
(107)
198,817

Loans fully secured on residential property
Loans fully secured on land

The maturity of loans and advances to customers from the date of the balance sheets is as follows:
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15. Impairment provisions
2019
Loans
fully
secured
on
residential
property
£000

Total
£000

2018
Loans
fully
secured
on
residential
property
£000

Loans
fully
secured
on land
£000

Loans
fully
secured
on land
£000

Total
£000

As at 1 January
Individual impairment
Collective impairment

3
107

159
-

162
107

79
86

159
-

238
86

Charge for the year
Individual impairment
Collective impairment

9
21

-

9
21

(56)
21

-

(56)
21

Amounts written off

-

-

-

(20)

-

(20)

Recoveries of amounts
previously written off

-

-

-

-

-

-

At 31 December
Individual impairment
Collective impairment

12
129

159
-

171
129

3
107

159
-

162
107

As at 31 December

141

159

300

110

159

269

16. Other assets

Prepayments and accrued income
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£000

2018
£000

334
334

301
301
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17. Deferred taxation

Deferred taxation comprises:

2019
£000

2018
£000

Depreciation in excess of capital allowances
Other timing differences
Property revaluation
Deferred tax asset

25
(101)
174
98

25
(115)
155
65

65
20
13
98

46
23
(4)
65

2019
£000

2018
£000

Cost
At 1 January
Additions
Disposals at cost
At 31 December

422
31
453

356
73
(6)
423

Amortisation
At 1 January
Charged in year
On disposals
At 31 December

307
40
347

278
36
(6)
308

Net book value

106

115

Movement in deferred taxation
At 1 January
Income and expenditure account
Statement of comprehensive income
Over provision from previous year
At 31 December

18. Intangible fixed assets

Intangible fixed assets consist entirely of purchased software that is not an integral part of a related hardware purchase.
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19. Tangible fixed assets

Land and
buildings
£000

Equipment,
fixtures and
fittings
£000

Total
£000

Cost or valuation
At 1 January 2019
Additions
Revaluation
At 31 December 2019

1,150
9
66
1,225

418
10
428

1,568
19
66
1,653

Depreciation
At 1 January 2019
Charged in year
Revaluation
At 31 December 2019

11
(11)
-

372
14
386

372
25
(11)
386

Net book value
At 31 December 2019

1,225

42

1,267

At 31 December 2018

1,150

46

1,196

Freehold land and buildings were valued at £1,225,000 as per the valuation report dated 29 January 2020 by Mr R Currie BSc,
FRICS, RICS Registered Valuer, on behalf of the Frost Partnership, Property Consultants. The valuation is based on market
value in accordance with the RICS Global Standards 2017 Edition (the “Red Book”) published by the Royal Institute of
Chartered Surveyors.
The net book value of land and buildings occupied by the Society for its own activities is £1,225k (2018: £1,150k).

20. Investment properties
2019
£000

2018
£000

Cost or valuation
At 1 January 2019
Additions
Surplus on revaluation
At 31 December 2019

935
40
975

935
935

Net book value

975

935

Investment properties, which are all freehold, were revalued at £975,000 as per the valuation report dated 29 January 2020 by
Mr R Currie BSc, FRICS, RICS Registered Valuer, on behalf of the Frost Partnership, Property Consultants. The valuation is
based on market value in accordance with the RICS Global Standards 2017 Edition (the “Red Book”) published by the Royal
Institute of Chartered Surveyors.
Investment properties are let under operating leases. The rental income earned during the year was £31k (2018: £35k). No
contingent rents have been recognised as income in the current or prior year.
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20. Investment properties (continued)
At the balance sheet date the Society had contracted with tenants for the following future minimum lease payments:

Within one year
In the second to fifth years inclusive
After five years

2019
£000

2018
£000

19
46
81

25
90
118

2019
£000

2018
£000

199,650
199,650

172,350
172,350

2019
£000

2018
£000

80
88,875
10,151
76,316
24,228
199,650

83
72,750
8,983
70,426
20,108
172,350

21. Shares

Held by individuals

Shares are repayable from the balance sheet date in the ordinary course of business as follows:

Accrued interest
Repayable on demand
In not more than three months
In more than three months but not more than one year
In more than one year but not more than five years

22. Amounts owed to credit institutions
Amounts owed to credit institutions are repayable from the balance sheet date in the ordinary course of business as follows:

Accrued interest
In not more than three months
In more than three months but not more than one year
In more than one year but not more than five years

2019
£000

2018
£000

34
1,000
18,000
19,034

34
18,000
18,034

Included in the amounts above is £18m (2018: £18m) borrowed from the Bank of England under the Term Funding Scheme.

Buckinghamshire Building Society

63

Annual Report and Accounts 2019

Notes to the Annual Report and Accounts (continued)
23. Amounts owed to other customers
Amounts owed to other customers are repayable from the balance sheet date in the ordinary course of business as follows:

Accrued interest
Repayable on demand
In not more than three months
In more than three months but not more than one year
In more than one year but not more than five years

2019
£000

2018
£000

11
8,039
11,067
14,678
309
34,104

15
7,620
9,841
11,374
2,477
31,327

24. Derivative financial instruments

Notional
amount
£000

Fair value assets
£000

Fair value liabilities
£000

1,000
45,000
46,000

5
5

(134)
(134)

48,000
48,000

98
98

(61)
(61)

Derivatives
At 31 December 2019
Unmatched derivatives - interest rate swaps
Derivatives designated as fair value hedges - interest rate swaps

At 31 December 2018
Unmatched derivatives - interest rate swaps
Derivatives designated as fair value hedges - interest rate swaps

The Society introduced hedge accounting during 2016. At 31 December 2019 all derivatives were designated as fair value
hedges.
In September 2019, the IASB issued amendments to IAS39, IFRS9 and IFRS7 Financial Instruments: Disclosures to address
uncertainties related to the market wide reform of interbank offered rates (IBOR reform). The amendments provide targeted
relief for financial instruments qualifying for hedge accounting under IAS39 or IFRS9. They are effective for periods beginning
on or after 1 January 2020. The Society has chosen to adopt the amendments early.
During 2019 the Society put in place a transition project to investigate the impact of this reform. The project concluded that the
only impact this reform would have on the Society is on the derivative financial instruments used for hedging purposes. At the
time of the project, the Society had no derivatives using a LIBOR reference rate maturing after the anticipated LIBOR cessation
date (the end of 2021), a recommendation was sent to the Assets & Liabilities Committee for all new derivatives taken by the
Society from that point in time to use SONIA as the reference rate rather than LIBOR. The Committee agreed this
recommendation and the Society implemented this from the beginning of July 2019.
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24. Derivative financial instruments (continued)
The composition of the portfolio of interest rate swaps held by the Society at 31 December is shown in the table below.
2019
£000

2018
£000

Notional value of LIBOR swap contracts
Notional value of SONIA swap contracts
Total notional value of swap contracts

41,000
5,000
46,000

48,000
48,000

Carrying value of mortgages hedged by LIBOR swap contracts

35,727

46,196

All of the LIBOR swap contracts mature before the end of 2021.
The carrying value of mortgages included in hedge relationships is equal to their amortised cost after hedge accounting
adjustments

25. Other liabilities

Corporation tax
Income tax
Creditors
Accruals

2019
£000

2018
£000

142
58
31
438
669

107
55
59
404
625

26. Provisions for liabilities and charges
2019

2018

FSCS levy
£000

GC16/6
provision
£000

Total
£000

FSCS levy
£000

GC16/6
provision
£000

Total
£000

3
(3)
-

-

3
(3)
-

15
(7)
3
(8)
3

15
(5)
(10)
-

30
(12)
3
(18)
3

At 1 January
Provisions utilised
Provisions made
Provisions released
At 31 December

Financial Services Compensation Scheme (FSCS) levy provision
During 2018 the FSCS made final repayments to HM Treasury in respect of loans required to meet compensation claims made
against the scheme following the failure of financial institutions in 2008/09. The Society has, therefore, received the last FSCS
levy raised in respect of the costs of these 2008/09 failures in 2018. As a result of notifications from the FSCS, the Society has
released the £3k provision it held in relation to the scheme.
GC16/6 The fair treatment of mortgage customers in payment shortfall: impact of automatic capitalisations
Like most lenders, the Society was impacted by the FCA interpretation of mortgage payment recalculation on accounts with an
arrears balance as automatic capitalisation. In certain circumstances this required a small amount of redress. The Society had
therefore set aside a £15k provision in 2017 to compensate customers who were adversely impacted. This review was
undertaken in 2018 with compensation payments of £5k made and the remaining £10k provision released during 2018.
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27. Financial instruments
A financial instrument is a contract that gives rise to a financial asset or financial liability. Buckinghamshire Building Society is a
retailer of financial instruments in the form of mortgage and savings products. The Society uses wholesale financial instruments
to invest in liquid assets, raise wholesale funding and to manage the risks arising from its operations.
The Society has a formal structure for managing risk, including established risk limits, reporting lines, mandates, credit risk
appetite and other control procedures. The Board Risk Committee (BRC) is tasked with managing the Society’s overall
exposure to risk. The Executive Committee (ExCo) is a management committee that meets on a monthly basis. ExCo provides
detailed examination of individual areas of risk and reports back to the Board Risk Committee at least quarterly.
The Board Assets & Liabilities Committee (ALCO) reviews treasury and balance sheet risk related activities. ExCo examines
market movements to discern changes required to the Society’s product range.
Key performance indicators are provided to the Board on a monthly basis and summary information on a weekly basis.
Instruments used for risk management purposes include derivative financial instruments (derivatives), which are contracts
whose value is derived from one or more underlying price, rate or index inherent in the contract or agreement, such as interest
rates, exchange rates or stock market indices.
The objective of the Society in using derivatives is in accordance with the Building Societies Act 1986 and is to limit the extent to
which the Society will be affected by changes in interest rates. Derivatives are not used in trading activity or for speculative
purposes.
The derivatives used by the Society in managing its balance sheet risk exposures are interest rate swaps. These are used to
protect the Society from exposures arising principally from fixed rate mortgage lending. An interest rate swap is a contract to
exchange one set of interest rate cash flows for another. Such swaps result in the economic exchange of interest rates. No
exchange of principal takes place. Instead interest payments are based on notional principal amounts agreed at inception of the
swap. The duration of the interest rate swap is generally short to medium term and its maturity profile reflects the exposures
arising from the underlying business activities.
The Society applies fair value hedging techniques to reduce its exposure to interest rates as follows:Activity

Risk

Fair value interest rate hedge

Fixed rate mortgage

Increase in interest rates

Society pays fixed, receives variable

The fair value of these hedges at 31 December is shown in note 24.
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27. Financial instruments (continued)
Summary terms and conditions and accounting policies of financial instruments:
Financial instrument

Terms and conditions

Accounting policy

Fixed or LIBOR linked interest rate
Loans and advances to credit institutions

Loans and receivables at amortised
cost, accounted for at settlement date

Fixed term
Short to medium term maturity
Fixed or LIBOR linked interest rate

Debt securities

Amortised cost, accounted for at
settlement value

Fixed term
Short to medium term maturity
Secured on residential property or land

Loans and advances to customers

Standard contractual term of up to 35
years

Loans and receivables at amortised
cost, accounted for at settlement date

Fixed or variable rate of interest
Variable term
Shares
Fixed or variable interest rates

Amortised cost, accounted for at
settlement date

Fixed or LIBOR linked interest rate
Amounts owed to credit institutions

Amortised cost, accounted for at
settlement date

Fixed term
Short to medium term maturity
Variable term

Amounts owed to other customers
Fixed or variable interest rates
Fixed interest paid converted to variable
interest received
Derivative financial instruments
Based on the notional value of the
derivative

Amortised cost, accounted for at
settlement date

Fair value through profit and loss,
accounted for at trade date

Financial assets and liabilities are measured on an on-going basis either at fair value or at amortised cost. Note 1: “Accounting
policies” describes how the classes of financial instruments are measured, and how income and expenses, including fair value
gains and losses, are recognised.
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27. Financial instruments (continued)
The tables below analyse the Society’s assets and liabilities by financial classification:
Held at amortised cost

Carrying value by category 31 December 2019
Financial assets
Cash in hand and balances with Bank of England
Loans and advances to credit
institutions
Derivative financial instruments
Loans and advances to customers
Other assets

Loans and
receivables
£000

Financial
assets and
liabilities
£000

Derivatives
£000

Total
£000

-

47,722

-

47,722

9,865
218,509
228,374

2,682
50,404

5
5

9,865
5
218,509
2,682
278,783

-

199,650
19,034
34,104
767
253,555

134
134

199,650
19,034
34,104
134
767
253,689

-

36,932

-

36,932

7,820
198,817
206,637

2,547
39,479

98
98

7,820
98
198,817
2,547
246,214

-

172,350
18,034
31,327
693
222,404

61
61

172,350
18,034
31,327
61
693
222,465

Financial liabilities
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities

Carrying value by category 31 December 2018
Financial assets
Cash in hand and balances with Bank of England
Loans and advances to credit
institutions
Derivative financial instruments
Loans and advances to customers
Other assets

Held at fair value

Financial liabilities
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities

There have been no reclassifications during either year.
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27. Financial instruments (continued)
Financial assets and liabilities carried at fair value
Fair value is the value for which an asset or liability could be exchanged or settled between knowledgeable willing parties in an
arm’s length transaction.
The Society measures fair value using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:




Level 1: quoted prices (unadjusted) in active markets for identical instruments.
Level 2: valuation techniques for which all significant inputs are based on observable market data.
Level 3: valuation techniques for which significant inputs are not based on observable market data.

Where applicable, the Society measures the fair value of an instrument using the quoted price in an active market for that
instrument. A market is regarded as active if transactions take place with sufficient frequency and volume to provide pricing
information on an ongoing basis. For all other financial instruments the Society determines fair values using other valuation
techniques.
The table summarises the fair values of the Society’s financial assets and liabilities that are accounted for at fair value:
Notes

2019
£000

2018
£000

24

5
5

98
98

24

134
134

61
61

Financial assets
Derivative financial instruments
Interest rate swaps
Financial liabilities
Derivative financial instruments
Interest rate swaps

The main valuation techniques employed by the Society to establish fair value of the financial instruments disclosed above are
set out below:Interest rate swaps – Level 2
The valuation techniques applied are swap models using present value calculations.
assumptions including interest rate curves.

The models incorporate various

Credit risk
Credit risk is the risk that the Society incurs a financial loss arising from the failure of a customer or counterparty to meet their
contractual obligations. The Society structures the level of credit risk it undertakes by maintaining a credit governance
framework involving delegated approval authority levels and credit procedures, the objective of which is to build and maintain
risk asset portfolios of high quality.
The Society’s maximum credit exposure is detailed in the table below:

Credit risk exposure
Cash in hand and balances with Bank of England
Loans and advances to credit institutions
Derivative financial instruments
Loans and advances to customers
Total balance sheet exposure
Off balance sheet exposure - mortgage commitments
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2019
£000

2018
£000

47,722
9,865
5
218,509
276,101

36,932
7,820
98
198,817
243,667

17,331
293,432

13,020
256,687
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27. Financial instruments (continued)
a)

Loans and advances to credit institutions, debt securities and derivative financial instruments
ALCO is responsible for approving treasury counterparties for both derivatives and investment purposes. Limits are placed
on the amount of risk accepted in relation to a counterparty, or group of counterparties, and to industry sectors. This is
monitored daily by the Society’s Treasury team and reviewed monthly by ALCO.
The Society’s policy only permits lending to central government (which includes the Bank of England), UK local authorities,
banks and building societies.

An analysis of the Society’s treasury asset concentration is shown in the tables below:

Industry sector
Banks
Building Societies
Central Government

Geographic region
United Kingdom

2019
£000

2019
%

2018
£000

2018
%

5,858
4,007
47,722
57,587

10.2%
7.0%
82.9%
100.0%

7,319
501
36,932
44,752

16.4%
1.1%
82.5%
100.0%

2019
£000

AAA
%

AA
%

A
%

Other
%

2018
£000

57,587
57,587

-

84.9%
85.0%

8.1%
8.1%

7.0%
7.0%

44,752
44,752

‘Other’ relates to investments in unrated building societies and unrated banks.
The Society has no exposure to foreign exchange risk. All instruments are denominated in Sterling.
The Society’s derivative financial instruments are analysed in the table below:

Geographic region
United Kingdom

2019
£000

AAA
%

AA
%

A
%

Other
%

2018
£000

46,000
46,000

-

100.0%
100.0%

-

-

48,000
48,000

There are no impairment charges against any of the Society’s treasury assets at 31 December.
b)

Loans and advances to customers
All mortgage loan applications are assessed with reference to the Society’s retail credit risk appetite statement and Board
approved lending policy, which includes assessing applicants for potential fraud risk. When deciding on the overall risk
appetite that the Society wishes to adopt, both numerical and non-numerical considerations are taken into account, along
with data on the current UK economic climate, portfolio information and competitor activity. The statement must comply
with all the prevailing regulatory policy and framework.
The lending portfolio is monitored by the ExCo to ensure that it remains in line with the stated risk appetite of the Society.
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27. Financial instruments (continued)
All mortgage applications are underwritten individually on a case-by-case basis ensuring that they meet the lending policy
rules which support the risk appetite of the Society. All mortgage applications will be overseen by the Head of Lending who
ensures that all lending criteria have been applied and that all information submitted within the application is validated.
Credit risk management information is circulated to the ExCo on a monthly basis to ensure the portfolio remains within the
Society’s risk appetite.
It is the Society’s policy to ensure good customer outcomes and lend responsibly by ensuring that the customer can meet
the mortgage repayments. This is achieved by obtaining specific information from the customer concerning income and
expenditure and also credit reference agency data.
The maximum credit exposure is disclosed in the table on page 69.
Loans and advances to customers, gross of impairment provisions, are shown in the tables below:

Residential mortgages - owner occupied
Residential mortgages - buy-to-let
Commercial mortgages

Residential mortgages - owner occupied
Residential mortgages - buy-to-let
Commercial mortgages

2019
£000

2019
%

2018
£000

2018
%

184,937
31,228
2,344
218,509

84.6%
14.3%
1.1%
100.0%

168,941
27,064
2,812
198,817

85.0%
13.6%
1.4%
100.0%

2019
£000

2019
%

2018
£000

2018
%

184,937
31,228
2,344
218,509

84.6%
14.3%
1.1%
100.0%

168,941
27,064
2,812
198,817

85.0%
13.6%
1.4%
100.0%

The Society operates throughout England and Wales.
An analysis of the Society’s geographical concentration is shown in the table below:

Outer Metropolitan Area
Greater London
Outer South East
South West
North West
West Midlands
East Anglia
East Midlands
Yorkshire and Humberside
Wales
North

2019
£000

2018
£000

46,121
45,934
37,987
24,590
12,169
14,595
6,601
11,186
9,676
5,620
4,030
218,509

45,911
43,631
29,779
20,666
11,041
13,760
5,775
9,168
8,092
5,645
5,349
198,817

The Society’s low risk approach to lending is reflected in the loan to value (LTV) profile of the mortgage book. The estimated
value of the mortgage portfolio is updated on a quarterly basis using the Nationwide Building Society regional House Price
Index.
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27. Financial instruments (continued)
An analysis of the Society’s indexed LTV profile is shown in the table below:
2019
£000

2018
£000

< 50%
50% - 60%
60% - 70%
70% - 80%
80% - 90%
90% - 100%
> 100%

53.9%
11.8%
9.5%
6.2%
9.9%
7.3%
1.4%

59.5%
10.3%
8.6%
6.1%
6.3%
8.7%
0.5%

Average LTV mortgage loans

52.0%

49.1%

Average LTV new business

63.2%

63.8%

The quality of the Society’s mortgage book is reflected in the number and value of accounts in arrears. By volume 0.6% (2018:
0.6%) of loans are three months or more in arrears and by value it is 0.5% (2018: 0.7%).
The table below provides information on mortgage loans by payment due status:

Not impaired
Neither past due nor impaired
Past due up to three months but not impaired
Past due over three months but not impaired
Possessions
Impaired
Current
Past due up to three months
Past due three to six months
Past due six to twelve months
Past due over twelve months
Possessions

2019
£000

2019
%

2018
£000

2018
%

208,713
7,049
1,165
216,927

95.6%
3.2%
0.5%
99.3%

188,948
7,791
1,137
197,876

95.0%
3.9%
0.6%
99.5%

1,582
1,582

0.7%
0.7%

428
330
99
84
941

0.2%
0.2%
0.1%
0.5%

218,509

100.0%

198,817

100.0%

Indexed
£000

Unindexed
£000

Indexed
£000

Unindexed
£000

593,837
25,540
619,377

521,053
20,251
541,304

567,716
30,116
597,832

480,378
22,890
503,268

The table below shows the collateral held against the residential loan portfolio:

Current
Past due

The collateral consists of property. The collateral values of the mortgage portfolio are updated on a quarterly basis using the
Nationwide Building Society regional House Price Index.
With collateral capped to the amount of outstanding debt, the value of collateral held against loans “Past due but not impaired”
at 31 December 2019 is £8,214k (2018: £8,928k) against outstanding debt £8,214k (2018: £8,928k). In addition, the value of
collateral held against “Impaired” assets at 31 December 2019 is £1,115k (2018: £941k) against outstanding debt of £1,582k
(2018: £941k).
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27. Financial instruments (continued)
Mortgage indemnity insurance acts as additional security. It is taken out for residential loans where the borrowing exceeds 80%
of the value of the property at the point of application.
The status “Past due up to three months but not impaired” and “past due over three months but not impaired” includes any asset
where a payment due is received late or missed but no individual provision has been allocated. The amount included is the
entire loan amount rather than just the overdue amount.
Possession balances represent those loans where the Society has taken ownership of the underlying security pending its sale.
Repossessed properties are made available for sale in accordance with statutory guidelines with proceeds used to reduce or
repay the outstanding loan. Any collateral surplus on the sale of repossessed properties, after a deduction for costs incurred in
relation to the sale, would be returned to the borrower.
The Society has various forbearance options to support customers who may find themselves in financial difficulty. These
include payment plans, capitalisations, term extensions, temporary transfer to interest only and reduced payment concessions.
All forbearance arrangements are formally discussed with the customer and reviewed prior to acceptance of the forbearance
arrangement. By offering customers in financial difficulty the option of forbearance the Society potentially exposes itself to an
increased level of risk through prolonging the period of non-contractual payment and/or potentially placing the customer into a
detrimental position at the end of the forbearance period.
Regular monitoring of the level and different types of forbearance activity are reported on a monthly basis. In addition all
forbearance arrangements are reviewed and discussed with the customer on a regular basis to assess the ongoing potential
risk to the Society and suitability of the arrangement for the customer.
The table below details the number of forbearance cases:
2019
Number

2018
Number

Interest only concession
Other
Payment plan
Capitalisation
Mortgage term extension

4
2
48
1
4
59

4
2
62
1
4
73

Less Cases with more than one form of forbearance

(4)
55

(11)
62

These are covered by an individual impairment provision of £Nil (2018: £Nil).
In total £793k (2018: £431k) of forbearance cases are past due by three or more months against outstanding balances of
£5,357k (2018: £6,002k)
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27. Financial instruments (continued)
Liquidity risk
Liquidity risk is the risk that the Society will not have sufficient financial resources available to meet its obligations as they fall
due, under either normal business conditions or a stressed environment. It is the Society’s policy that an appropriate amount of
its total assets are carried in the form of cash and other readily realisable assets in order to:
Meet day-to-day business needs;
Meet any unexpected cash needs;
Maintain public confidence; and
Ensure maturity mismatches are provided for.
Monitoring of liquidity, in line with the Society’s prudent policy framework, is performed daily. Compliance with these policies is
reported to ALCO weekly.
The Society’s liquidity policy is designed to ensure that the Society has sufficient liquid resources to withstand a range of
stressed scenarios. A series of liquidity stress tests have been developed as part of the Society’s Internal Liquidity Adequacy
Assessment Process (ILAAP). They include scenarios that fulfil the specific requirements of the PRA (the granular, benchmark
and enhanced stress tests) and scenarios identified by the Society which are specific to its business model. The stress tests
are performed at least quarterly and reported to ALCO to confirm that liquidity policy remains appropriate.
The Society’s liquid resources comprise high quality liquid assets, including a Bank of England reserve account, Gilts and time
deposits. At the end of the year the ratio of liquid assets to shares and deposits was 22.8% compared to 20.2% at the end of
2018.
The Society maintains a contingency funding plan to ensure that it has so far as possible, sufficient liquid financial resources to
meet liabilities as they fall due under each of the scenarios.
The table below analyses the Society’s assets and liabilities into relevant maturity groupings, based on the remaining period to
contractual maturity at the balance sheet date. This is not representative of the Society’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. Conversely, retail deposits repayable on demand generally remain on the balance sheet much longer.
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27. Financial instruments (continued)

On
demand
£000

Not
more
than 3
months
£000

More
than 3
months
but not
more
than 1
year
£000

More
than 1
year
but not
more
than 5
years
£000

More
than 5
years
£000

Total
£000

47,722
5,508
100
53,330

2
1,127
154
1,283

4,007
2
4,162
253
8,424

350
1
34,553
154
35,058

178,567
2,121
180,688

47,722
9,865
5
218,509
2,682
278,783

88,955
8,050
97,005

10,151
1,034
11,067
32
438
22,722

76,316
14,678
84
89
91,167

24,228
18,000
309
18
240
42,795

25,094
25,094

199,650
19,034
34,104
134
767
25,094
278,783

(43,675)

(21,439)

(82,743)

(7,737)

155,594

-

Residual maturity as at 31 December 2019
Financial assets
Liquid assets
Cash in hand and balances with Bank of
England
Loans and advances to credit institutions
Debt securities
Derivative financial instruments
Loans and advances to customers
Other assets

Financial liabilities and reserves
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities
Reserves

Net liquidity gap
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27. Financial instruments (continued)

On
demand
£000

Not
more
than 3
months
£000

More
than 3
months
but not
more
than 1
year
£000

More
than 1
year
but not
more
than 5
years
£000

More
than 5
years
£000

Total
£000

36,932
3,962
127
41,021

1,001
18
1,086
141
2,246

2,507
48
5,602
219
8,376

350
32
33,696
98
34,176

158,306
2,089
160,395

36,932
7,820
98
198,817
2,547
246,214

72,833
7,635
464
80,932

8,983
34
9,841
8
59
18,925

70,426
11,374
24
170
81,994

20,108
18,000
2,477
29
40,614

23,749
23,749

172,350
18,034
31,327
61
693
23,749
246,214

(39,911)

(16,679)

(73,618)

(6,438)

136,646

-

Residual maturity as at 31 December 2018
Financial assets
Liquid assets
Cash in hand and balances with Bank of
England
Loans and advances to credit institutions
Debt securities
Derivative financial instruments
Loans and advances to customers
Other assets

Financial liabilities and reserves
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities
Reserves

Net liquidity gap
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27. Financial instruments (continued)
Society assets can be used to support collateral requirements for secured funding or central bank operations. Encumbrance
benefits the Society as it provides cheaper and more stable funding. However, depositor members and other senior unsecured
creditors are unable to benefit from the liquidation of encumbered assets in the event of insolvency, and risk bearing losses from
a forced sale. Encumbrance is therefore reported and the associated risks are managed. An analysis of how the Society has
used its balance sheet in this regard at 31 December 2019 and 2018 is set out in the table below:
Encumbered
Pledged as
collateral*
£000

Unencumbered
Available as
collateral**
£000

Total
£000

At 31 December 2019
Loans and advances to customers

29,107

10,228

39,335

At 31 December 2018
Loans and advances to customers

30,064

6,465

36,529

* Encumbered assets are a portfolio of Bank of England approved mortgage assets. These assets are pledged to support
drawings from the Term Funding Scheme (TFS).
** Unencumbered assets are a readily available portfolio of Bank of England approved mortgage assets.
The following is an analysis of gross contractual cash flows payable under financial liabilities:

At 31 December 2019
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments

At 31 December 2018
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments

On
demand
£000

Not more
than 3
months
£000

More
than 3
months
but not
more
than 1
year
£000

81,764
7,993
89,757

29,472
1,036
11,075
25
41,608

75,603
101
14,759
64
90,527

14,169
18,263
319
(1)
32,750

12
12

201,020
19,400
34,146
88
254,654

64,708
7,226
71,934

30,547
41
10,200
11
40,799

67,374
101
11,436
(4)
78,907

10,986
18,256
2,538
(82)
31,698

12
12

173,627
18,398
31,400
(75)
223,350

More
than 1
year but
not more
than 5
years
£000

More
than 5
years
£000

Total
£000

The analysis of gross contractual cash flow differs from the analysis of residual maturity due to the inclusion of interest accrued
at current rates, for the average period until maturity on the amounts outstanding at the balance sheet date.
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27. Financial instruments (continued)
Interest rate risk
Interest rate risk is the risk of changes to the Society’s financial position caused by movements in market interest rates. The
Society is exposed to interest rate risk in the form of changes (or potential changes) in the general level of interest rates,
changes in the relationship between short and long-term interest rates and divergence of interest rates for different balance
sheet elements (basis risk).
The Society has adopted the “Matched” approach to interest rate risk, as defined by the PRA, which aims to match the interest
rate profile of both its assets and liabilities within tight limits set by the Board, and only to the extent that the PRA is satisfied that
the Society has the requisite risk management capability.
Regular monitoring of both the interest rate gap and the basis risk are reported to ALCO on a quarterly basis.
The table below shows the Society’s exposure to interest rate risk. Included in the table are Society assets and liabilities,
including derivative financial instruments which are used to reduce exposure to interest rate risk, categorised by repricing date.

Not more
than 3
months
£000

More
than 3
months
but not
more
than 1
year
£000

More
than 1
year but
not
more
than 5
years
£000

More
than 5
years
£000

Non
interest
bearing
£000

Total
£000

47,678

-

-

-

44

47,722

5,857
135,940
189,475

4,000
28,867
32,867

53,795
53,795

-

8
5
(93)
2,682
2,646

9,865
5
218,509
2,682
278,783

157,153
19,000
28,879
205,032

18,246
4,905
23,151

24,171
309
24,480

-

80
34
11
134
767
25,094
26,120

199,650
19,034
34,104
134
767
25,094
278,783

Impact of derivative instruments

45,000

(23,000)

(22,000)

-

-

-

Interest rate sensitivity gap

29,443

(13,284)

7,315

-

(23,474)

-

Cumulative gap

29,443

16,159

23,474

23,474

-

At 31 December 2019
Financial assets
Liquid assets
Cash in hand and balances with
Bank of England
Loans and advances to credit
institutions
Debt securities
Derivative financial instruments
Loans and advances to customers
Other assets

Financial liabilities and reserves
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities
Reserves
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27. Financial instruments (continued)

Not
more
than 3
months
£000

More
than 3
months
but not
more
than 1
year
£000

More
than 1
year but
not
more
than 5
years
£000

More
than 5
years
£000

Non
interest
bearing
£000

Total
£000

36,881

-

-

-

51

36,932

5,311
115,591
157,783

2,500
18,142
20,642

65,268
65,268

-

9
98
(184)
2,547
2,521

7,820
98
198,817
2,547
246,214

127,323
18,000
26,431
171,754

24,904
2,404
27,308

20,040
2,477
22,517

-

83
34
15
61
693
23,749
24,635

172,350
18,034
31,327
61
693
23,749
246,214

Impact of derivative instruments

48,000

(7,000)

(41,000)

-

-

-

Interest rate sensitivity gap

34,029

(13,666)

1,751

-

(22,114)

-

Cumulative gap

34,029

20,363

22,114

22,114

-

At 31 December 2018
Financial assets
Liquid assets
Cash in hand and balances with Bank
of England
Loans and advances to credit
institutions
Debt securities
Derivative financial instruments
Loans and advances to customers
Other assets

Financial liabilities and reserves
Shares
Amounts owed to credit institutions
Amounts owed to other customers
Derivative financial instruments
Other liabilities
Reserves

All financial assets and liabilities are presented on a gross basis in the balance sheet.

Buckinghamshire Building Society

79

Annual Report and Accounts 2019

Notes to the Annual Report and Accounts (continued)
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The Society has entered into Credit Support Annexes (CSA’s) for its derivative instruments which typically provide for the
exchange of collateral on a daily basis to mitigate net mark to market credit exposure.
The following table shows the impact on derivative financial instruments after collateral:
Gross
amounts*
£000

Financial
collateral**
£000

Net
amounts
£000

Financial assets
Derivative financial instruments

5

-

5

Financial liabilities
Derivative financial instruments

134

350

(216)

Financial assets
Derivative financial instruments

98

-

98

Financial liabilities
Derivative financial instruments

61

350

(289)

At 31 December 2019

At 31 December 2018

*

As reported in the balance sheet

** Whilst the minimum call level for collateral is £400k, the Society has chosen not to recall previously lodged collateral
although the net mark to market position is a £129k liability.

28. Guarantees and other financial commitments
Capital commitments
As at 31 December 2019 the Society had capital commitments or contracted capital expenditure of £2k (2018: £Nil).
Lease commitments
The total of future minimum lease payments under non-cancellable operating leases were as set out below:

Within one year
In the second to fifth years inclusive
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2018
£000

3
7

3
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29. Country-by-Country reporting
The Capital Requirements (Country-by-Country reporting) Regulations 2013 introduced reporting obligations for institutions
within the scope of the European Union’s Capital Requirements Directive (CRD IV).
Article 89 of the CRD IV requires credit institutions and investment firms in the EU to disclose annually, specifying by Member
State and by third country in which it has an establishment, the following information for the year ended 31 December 2019:
No detailed country by country reporting is being provided due to the information given in point a) below.
a) The Buckinghamshire Building Society, which is a deposit taking and secured home finance lending entity, has all of
its operation based in England and its balance sheet entirely denominated in Sterling.
b) The number of employees is disclosed in note 7 of the accounts.
c) Turnover and pre-tax profit are disclosed in the Income and Expenditure Account on page 47.
d) Corporation tax paid is disclosed in the Cash Flow Statement on page 50.
The Society has not received any public subsidies.
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Glossary of Terms
Set out below are the definitions of the terms used within
the Annual Report and Accounts to assist the reader and to
facilitate comparison with other financial institutions:

needs to hold for risks it faces under a business-as-usual
scenario and a variety of stress scenarios.
Liquid assets
Total of cash in hand and balances with the Bank of
England, loans and advances to credit institutions, and
investment securities.

Basis point
One hundredth of a percent (0.01%), so 100 basis points is
1%. Used in quoting movements in interest rates or yields
on securities.

Liquidity ratio
Liquid assets as a percentage of shares and borrowings.

Contractual maturity
The final payment date of a loan or other financial
instrument.

Liquidity risk
The risk that the Society is not able to meet its financial
obligations as they fall due, or will have to do so at an
excessive cost. This risk arises from timing mismatches of
cash inflows and outflows.

Cost/income ratio
The cost-to-income ratio (also called the cost/income
ratio or C/I ratio) is the measure of the costs of running the
Society in relation to its operating income.

Loan to value ratio (LTV)
A ratio which expresses the amount of a mortgage as a
percentage of the value of the property. The Society
calculates residential mortgage LTV on an indexed basis
(the value of the property is updated on a quarterly basis to
reflect changes in the house price index).

Effective interest rate method (EIR)
The method used to measure the carrying value of a
financial asset or a liability and to allocate associated
interest income or expense to produce a level yield over
the relevant period.
Fair value
Fair value is the amount for which an asset could be
exchanged, or a liability settled, between willing parties in
an arm’s length transaction.

Loans past due/past due loans
Loans are past due when a counterparty has failed to make
a payment when contractually due.

Forbearance strategies
Strategies to assist borrowers in financial difficulty, such as
interest only concessions, payment plans and reduced
payment concessions.

Management expenses
Management expenses represent the aggregate of
administrative expenses, depreciation and amortisation.
The management expense ratio is management expenses
expressed as a percentage of mean total assets.

Free capital
Represents the aggregate of gross capital and collective
impairment provision less intangible and tangible fixed
assets.

Market risk
The risk that movements in market risk factors, including
interest rates, credit spreads and customer-driven factors
will create losses or decrease portfolio values.

General reserves
The accumulation of the Society’s post-tax profit since
inception. It is the Society’s main component of Tier 1
which is a measure of strength and stability.

Mean total assets
Represents the average of the total assets at the beginning
and end of the financial year.
Member
A person who has a share investment or a mortgage loan
with the Society.

Impaired loans
Loans where there is objective evidence that an impairment
event has occurred, meaning that the Society does not
expect to collect all the contractual cash flows or expect to
collect them when they are contractually due.

Mortgage arrears
A customer is in arrears when they are behind in fulfilling
their obligations with the result that an outstanding loan
commitment is overdue. Such a customer can also be said
to be in a state of delinquency.

Individually/collectively assessed
Individual assessments are made of all mortgage loans
where objective evidence indicates losses are likely or the
property is in possession. A collective impairment provision
is made against the remaining group of loans and
advances where objective evidence indicates that it is likely
that losses may be realised.

Net interest income
The difference between interest receivable on assets and
similar income and interest payable on liabilities and similar
charges.
Risk appetite
The articulation of the level of risk that the Society is willing
to take (or not take) in order to safeguard the interests of
the Society’s members whilst achieving business
objectives.

Interest Margin
Represents net interest income divided by mean total
assets.
Internal capital adequacy assessment process (ICAAP)
The Society’s own assessment of the level of capital that it
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Risk weighted assets
Risk weighted assets are used to determine a financial
institution’s minimum capital requirements. Risk weighted
assets are computed by adjusting each asset class for risk
in order to determine a financial institution’s potential
exposure to losses. For example, an unsecured loan is
considered to carry more risk than a loan secured by a
residential property (mortgage).

Shares and borrowings
Represents the total of shares, amounts owed to credit
institutions and amounts owed to other customers.
Total capital ratio
Measures the Society’s reserves (after required
adjustments) as a proportion of its risk weighted assets.
Tier 1 capital
A measure of financial strength as defined by the PRA. Tier
1 capital is divided into Common Equity Tier 1 and other
Tier 1 capital. Common Equity Tier 1 capital comprises
general reserves from retained profits. The book value of
intangible assets is deducted from Common Equity Tier 1
capital and other regulatory adjustments may be made for
the purposes of capital adequacy.

Residential loans
Residential mortgage loans secured against residential
property.
Retail deposits
Money deposited by small and medium sized entities in a
savings account with the Society. Such funds are recorded
as liabilities for the Society.
Retail shares
Money deposited by a person in a savings account with the
Society. Such funds are recorded as liabilities for the
Society.
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Annual Business Statement
Statutory percentages
Statutory
limit

2019
%
The lending limit
Proportion of business assets not in the form of loans fully secured
on residential property
The funding limit
Proportion of shares and borrowings not in the form of shares held
by individuals

1.55%

25.00%

21.02%

50.00%



Business assets are the total assets of the Society as shown in the balance sheet plus impairment provisions, less
intangible fixed assets, tangible fixed assets and liquid assets. Loans fully secured on residential property are the amount
of principal owing by borrowers, interest accrued not yet payable and effective interest rate adjustment. This is the amount
shown in the balance sheet plus impairment provisions.



The above percentages have been calculated in accordance with, and the statutory limits are those prescribed by, sections
6 and 7 of the Building Societies Act 1986 as substituted by the Building Societies Act 1997.



The statutory limits ensure that the principal purpose of a building society is that of making loans which are secured on
residential property and are funded substantially by its members.

Other percentages

As a percentage of shares and borrowings:Gross capital
Free capital
Liquid assets
As a percentage of mean total assets:Profit after taxation
Management expenses

2019

2018

%

%

9.93%
9.50%
22.78%

10.71%
10.24%
20.18%

0.49%
1.38%

0.53%
1.38%

The above percentages have been prepared from the Society’s accounts and:
“Shares and borrowings” represents the aggregate of shares, amounts owed to credit institutions and amounts owed to other
customers.
“Gross capital” is the general reserve and the revaluation reserve
“Free capital” represents the aggregate of gross capital and collective impairment provision less intangible and tangible fixed
assets.
“Mean total assets” represent the average of the total assets at the beginning and end of the financial year.
“Liquid assets” has the same meaning ascribed in the balance sheet.
“Management expenses” represents the aggregate of administrative expenses and depreciation and amortisation.

Buckinghamshire Building Society

84

Annual Report and Accounts 2019

Details of Directors serving during the year
Name

Month and Year of
Birth

Date of
appointment

Robin Bailey

August 1949

14.12.2011

Date of
resignation
/retirement

Position

Other directorships

Non-Executive
Director

Chair of Members of Farmor’s
Academy School Trust (from
13.05.2019)
GS Energy Services Ltd
GreenSquare Construction Ltd
GreenSquare Homes Ltd
GreenSquare Community Housing
Ltd
Westlea Housing Association Ltd
GreenSquare Group Ltd

Christine Higgins

February 1959

27.04.2016

Non-Executive
Director

PCF Bank Ltd
PCF Group Plc
Refuge

Dick Jenkins

September 1957

01.05.2018

Chair

Eric Leenders

March 1967

23.04.2014

Non-Executive
Director

Registry Trust Ltd

Steve Nichols

October 1950

22.02.2012

Non-Executive
Director

Rossendale Trust

Gerard O’Keeffe

December 1965

31.01.2019

Chief Executive
Officer

Coolroe House Ltd

Rajesh Patel

October 1969

04.05.2010

14.06.2019

Darrin Ramdeen

February 1977

23.09.2019*

Finance Director

Robert Sinclair

December 1956

29.04.2015

Non-Executive
Director

Royal Grammar School High
Wycombe Ltd

Finance Director

The Association of Mortgage
Intermediaries Ltd

*Darrin Ramdeen joined the Society on 8 July 2019 as Finance Director (Designate) and was appointed to the Board on 23
September 2019 upon receipt of regulatory approval
The Executive Directors each have a Service Agreement with the Society terminable by either party giving six months’ notice.
Gerard O’Keeffe’s Service Agreement was signed on 26 September 2018; Darrin Ramdeen’s Service Agreement was signed on
3 May 2019.
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High Street, Chalfont St. Giles,
Buckinghamshire, HP8 4QB
Telephone: 01494 879500
Fax: 01494 876256
Email: info@bucksbs.co.uk

www.bucksbs.co.uk
The Society is a member of The Building Societies Association, The Financial Services Compensation Scheme and The
Banking Standards Board
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential
Regulation Authority.
Registration number 206022

