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Introduction

This is my first review as Chief Executive having been
appointed in August 2008 following the retirement of
David Fisher who held the post for the previous 27
years.  Prior to being appointed as Chief Executive I was
Finance Director of the Society for the previous 3 years.
Despite the challenging market conditions I am
thoroughly enjoying my time at the helm and I am
delighted and privileged to present to you the
Summary Financial Statement for 2008.  Your Society
is financially sound in spite of the market turmoil and
continues to be open for business.

Economy

Events throughout the year have, of course, been
overshadowed by the well publicised problems in the
banking sector and the economic downturn.
Historically, economic recessions are not particularly
unusual but since the early 1990s through to the
summer of 2008 we saw the benefits of sustained
economic growth and improvements in living
standards to which we all became accustomed.

What is particularly noticeable about the current
recession is that rarely can so many different and
negative events have conspired at the same time.
Fluctuating fuel and energy costs, food price increases,
banking collapses, cash shortages in the wholesale
money markets and the patent mistrust between
banks has left no-one unaffected.

Safety and security

Protection of investors’ funds always has been, and will
continue to be, the number one priority at ‘The
Mansfield’.

Recent events, including failing British and foreign
banks, have sown seeds of doubt in the minds of savers
throughout the land with safety and security
becoming just as important as the actual rate of return.
Understandably, and like all other financial institutions,
we received enquiries from members seeking
reassurance about the security of their savings.  In
addressing those concerns, we were able to
demonstrate the importance we place on looking after
our members’ savings in a number of different ways.  

First and foremost, we have no exposure whatsoever
to the sub-prime or self-certificated mortgage markets
which were a major contributor in the decision of at
least one society to merge and we have never
participated in either mortgage backed treasury
securities or acquisition of mortgage books as the
Board felt that the risks outweighed the rewards.  In
addition, we have complete confidence in the quality
of our mortgage book born out of a long held belief
that a prudent and cautious approach to lending is the
best practice to adopt. Almost all our mortgage book
is less than 75% loan to value and we have only had to
repossess one property in the last 5 years.  

We have also steered well clear of the riskier areas of
the mortgage market and have only lent money after
carrying out thorough and appropriate checks on the
ability of potential borrowers to maintain their
mortgage repayments. This meant that we avoided
lending in what, at the time, were the most profitable
areas of the market.  We took the view that there was
an unacceptable element of risk attached to lending
based on an assumption that the economic good
times would continue unabated.  This strategy resulted
in lower profits over the years but is now proving to
have been the most sensible and sustainable
approach. 

For various and different reasons, a small number of
building societies announced their intention to merge
in 2008.  Those decisions attracted media attention
with some national newspapers and financial
commentators questioning whether building societies
still have a role to play in the mortgage and savings
market.  Let me make it perfectly clear that I remain
completely confident and upbeat about the future and
in particular the ability of your Society to remain an
independent mutual building society working with
and for the benefit of the local community.  

Throughout 2008, we continued to provide good
quality mortgages to the right borrowers financed
predominantly by savings from our members.  It is
worth mentioning that the issues within the building
society movement have been managed within
the sector and have not needed Government
intervention or any claim on the Financial Services
Compensation Scheme. 
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Financial Services Compensation Scheme (FSCS)

The Society is a member of the Financial Services
Compensation Scheme.  Membership of the Scheme is
compulsory for all British banks and building societies.
During 2008 the collapses of Bradford & Bingley plc
and the Icelandic banks resulted in a claim being made
on the scheme to facilitate reimbursement of
investments in the failed banks.  The current levy being
charged is the interest on the loan made by the
Government to the FSCS and relates to 3 years of
interest payments.  Our share of this charge is
estimated by the Board to amount to over £470,000 for
the 3 year period. The accounting treatment requires a
reasonable estimate of the liability to be made. The
Board has decided that as the magnitude of the full
charge can be reasonably estimated, it is prudent to
account for the whole charge in the results for 2008.
Our results have been impacted by this approach but
I am very pleased to report that our profits are
sufficient to be able to manage this.

Our capital strength, grown over many years of safe,
cautious lending, is more than sufficient to cover this
cost but it is particularly disappointing that traditional
building societies are having to bail out banks that
have taken a fundamentally different view of risk.

The Society has had to take account of these costs
when addressing the Bank of England Bank Rate
changes in late 2008.  It is a shame that our members
are having to pay for the greed of others but
unfortunately, and some would argue unfairly, we have
had no say at all in how the bail outs are being funded.

The losses arising from Icelandic investments have
caused problems for many institutions and has
resulted in one building society merging with a larger
society.  I can reassure members that ‘The Mansfield’
does not have any direct exposure to Icelandic banks. 

Value for money

Since my appointment there has been no fundamental
change of emphasis in our approach to doing
business.  I was fortunate to take over a financially
sound, profitable organisation where the emphasis has

always been on providing value for money backed by
excellence in customer care.  

Throughout the year we have marketed a range of
discounted and fixed rate mortgage products, some of
which have attracted national recognition.  I am
delighted to report that leading industry publication
Mortgage Finance Gazette shortlisted the Society in
the prestigious “Best Overall Lender 2008” category
along with two other, much larger, national lenders.
The criteria for the nomination included the
competitiveness and quality of products available to
first and second time buyers and existing borrowers
looking to remortgage to another lender.  A number
of our variable and fixed rate savings accounts have
also featured in national “best buy” tables.

The low interest rate environment brings its own
challenges in terms of ensuring that savers continue
to receive the benefit of an acceptable rate of return.
This was particularly evident towards the end of 2008
when the Bank of England Bank Rate reduced to low
levels.  It is clear however that in these times of
economic uncertainty, increasing numbers of savers
now consider safety and security to be just as
important as the actual rate of return.

MB Simply Mortgages Ltd

Difficult trading conditions meant that the
performance of MB Simply Mortgages Ltd, our
subsidiary company launched at the beginning of the
year, could not fulfil Board and management pre-
launch expectations.  This is not surprising when
evidence suggests that large numbers of potential
house purchasers have suspended home ownership
aspirations until such time as the overall economic
situation begins to improve.  

However, the concept of offering a whole of market
mortgage option when needed remains
fundamentally sound and the company is well placed
to take immediate advantage of the economic upturn
when it arrives.  I see this subsidiary as an important
part of our future as it provides a much needed service
to those potential borrowers that the Society cannot
help.
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Business relationships

Following a strategic review of all their field advice
operations LV= (Liverpool Victoria) replaced its field
advisors within the branch network with a new
telephone based service. This was not acceptable to us
and resulted in the termination of our agreement with
LV= and was a disappointment to us. 

To ensure continuity in the range of services we offer I
am delighted to announce a new partnership with
long established Mansfield based independent
financial advisors R A Cowen and Partners (Financial
Services) Ltd.  Cowen’s fully qualified financial advisors
are available in-branch or for home visit by prior
appointment to provide tailored financial advice and
solutions to complement our own core products.

Interest rates

Borrowers would inevitably have been disappointed
when our standard variable interest rate reduced by
less than the full reductions in Bank of England Bank
Rates announced in the second half of 2008.  When
taking these difficult decisions we had to take into
account the impact on our investors, together with
increased regulatory costs that we, along with many
other financial institutions, were facing as a result of
the events in the UK banking system.  This significant
increase in costs, which was unexpected and over
which we have no control, meant we had to adjust our
rates in order to maintain our strong capital position
for the benefit of all our members.

Much of this increased cost arises from the way in
which Government decided to support retail savers
with Bradford & Bingley plc and the Icelandic banks,
reference to which is made earlier in this review. 

Member expectations

We operate in a highly competitive and regulated
environment and we do not take for granted the
loyalty of our members, many of whom have
supported us for many years.  In return we promise to
work hard at meeting and, where possible, exceeding
member expectations in terms of providing core
mortgage and savings products, ancillary services and
individual personal service.

Member forums

Two member forums were held during the year.  The
forums, which were introduced in 2007, have rapidly
become an important part of the way in which we
connect with members.  They provide us with
invaluable feedback and enable us to discuss a range
of diverse, mutually interesting subjects such as the
transparency and clarity of the Society’s literature
through to us providing reassurance about how we are
coping with credit crunch matters. This process has
been very useful and we will be hosting more forum
events in 2009.

A new finance director

Following my appointment as Chief Executive I am
delighted to announce that Darren Garner joined the
team as Finance Director and Secretary in July 2008.
Darren possesses a wealth of experience in financial
matters having previously held a number of senior
finance positions with major national companies and
we are pleased to welcome him to ‘The Mansfield’
team.

Conclusion

In 2008 there has been a marked deterioration in both
domestic and global economic activity with an
expectation that the situation will get even worse in
2009.  Instability in the banking sector has had a severe
impact on the property market.  This in turn has spilt
over into the building society sector with a number of
our competitors announcing their intention to merge.
No-one knows what the future holds but as events
unfold it is already clear that it is not going to be an
easy ride for anyone.  For our part, we remain focused
on achieving our business objectives whilst remaining
an independent, mutual building society.  I have every
confidence that the financial strength of the Society
and the skills, drive and determination of my team will
enable us to weather the current economic storm.  We
may have to adapt and refine our business strategies to
respond to any further changes in the market but
whatever action is taken, protection of investors’ funds
will remain our number one priority.    

Nigel Quinton
Chief Executive, 19 March 2009
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The Directors are pleased to present the Group
Summary Financial Statement for the year ended 31
December 2008. 

This financial statement is a summary of information
in the audited Annual Accounts, the Directors’ Report
and Annual Business Statement, all of which will be
available to members and depositors free of charge on
demand at every office of The Mansfield Building
Society from 31 March 2009. 

SUMMARY DIRECTORS’ REPORT

BUSINESS OBJECTIVES

The principal business objectives of the Society are the
provision of secured lending on residential property in
order to promote home ownership, complemented by
mortgages on suitable commercial premises.  These
activities are funded mainly by offering traditional
savings products which are competitive, easy to
understand and designed to attract savings from
private individuals.  Some additional funds are raised
on wholesale money markets to smooth out
fluctuations between the savings inflows and
mortgage demand as the need arises.

The principal business objectives of the Society’s
subsidiary company, MB Simply Mortgages Ltd, is to
provide comprehensive mortgage advice to members
and customers of the Society where the Society does
not offer a suitable product or the potential borrower
does not meet the Society’s underwriting criteria.  In
addition, MB Simply Mortgages Ltd offer advice on a
range of insurance protection products

BUSINESS REVIEW

The Chief Executive’s Review of the Year on pages 1-3
should be read in conjunction with this business
review.

Global and domestic economic conditions
overshadowed most other events in 2008.  As a result,
there was an inevitable deterioration in the outlook for
continued growth and long term profitability in the
financial sector generally.  Many potential buyers

postponed their home ownership ambitions either
through choice or because they could not raise the
required deposit. 

Chaotic conditions in the banking sector required
Government intervention and resulted in the
nationalisation of one UK bank with others taking the
view that they had no choice other than to merge with
larger, financially stronger institutions. A number of
building societies also announced their intention to
merge for varying reasons, all linked either directly or
indirectly to the deteriorating economy.  Inevitably, this
merger activity caused the media to speculate about
the ability of building societies to survive the economic
downturn, seemingly choosing to ignore the fact that
each society has its own business plan and business
expectation.  For example, this Society has avoided
exposure to the riskier areas of the market with the
overwhelming majority of the mortgage book being
secured on low loan to value, residential owner-
occupied property.  This has not happened by
accident.  Throughout the years, our number one
priority has been protection of investors’ funds, only
lending money after carrying out appropriate and
thorough checks on borrowers’ ability to maintain the
mortgage repayments.

Many banks and building societies curtailed lending,
and in some cases temporarily stopped lending
altogether, either through mistrust or because of
concerns about the future availability or cost of funds.
Optimistic growth strategies based on a continuous
supply of funds and a never ending rise in property
values, were abandoned in favour of adopting a more
cautious approach.  Lenders that curtailed lending by
reducing the maximum loan to value on mortgage
products now have similar business strategies to our
Society.  The main difference is the fact that this Society
has not incurred the substantial and highly significant
mortgage losses that were an inevitable consequence
of being overly active in the riskier areas of the
mortgage market which included self certified and
high percentage lending. 

We would not be surprised by further consolidations in
the sector as the problems associated with lending
within what are now acknowledged to be flawed
lending policies continue to surface.
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We are by no means complacent because all the
economic indicators suggest that the current adverse
market conditions will not be short lived.  However, our
cautious and prudent approach to lending within
parameters that have served us well throughout the
years means that we are well placed to overcome the
affects of the economic downturn.  The vast majority of
our mortgage book is less than 75% loan to value and
throughout 2008 we concentrated on designing
products for potential borrowers with a deposit or
equity in their property of at least 25%.

On the savings front, safety and security of funds
assumed an importance unheard of in living memory.
The difficulties in the UK banking system and the
collapse of Icelandic banks caused havoc in the
financial markets.  For the first time in more than a
generation, financial commentators began to question
the safety of UK financial institutions which
understandably resulted in some savers seeking
reassurance about the safety of their personal
investments.  For our part, we were pleased to reassure
investors that we had no direct exposure whatsoever
to the collapse of the Icelandic banks.  

Concerted efforts were made in the second half of
2008 to stimulate the economy and offset the effects
of the economic downturn.  Reductions in the Bank of
England Bank Rate announced in 2008 and the
taxation measures announced in the Chancellor of the
Exchequer’s November Pre-Budget Report appear to
have had little impact on the demand for home
ownership.  The threat of rising unemployment and
continuing concerns about future economic prospects
have had a material effect on the property market and
we do not expect to see any significant improvement
in the short term.   

Our responses to each Bank Rate change are designed
to treat borrowers and savers in a fair way.

Amidst all the economic gloom, our commitment to
provide individual personal service has remained at the
forefront of the way in which we do business.  In a year
of further market consolidations, with more expected,
it is by continued investment in our people and

maintaining a cautious approach to lending that we
have differentiated ourselves from some of our major
competitors.  We consider the investment to be money
well spent and we will not waiver from our pledge to
continue to provide a first class service which is
second to none.  Our commitment towards remaining
an independent mutual building society is as strong
as ever.

On 1 September we launched our brand new website
incorporating many new, improved features and
navigational capabilities.  Our internal development
project team worked closely with Mansfield based
company Shout PR to ensure that the project was
delivered within budget and on time.  

Assets 

Total assets grew by 3.4%, a growth rate lower than
experienced in any of the previous four years, reflecting
a combination of the economic conditions throughout
2008 – particularly the second half – which has seen
reduced mortgage lending across the industry, and
actions taken by the Board.    

Liquidity and funding 

Liquid assets in the form of cash in hand and deposits
with credit institutions were £72.6m representing
26.31% of shares and borrowings as at 31 December
2008.  This is an improvement on the 22.93% reported
position in 2007 as the Society has responded to
difficult market conditions without sacrificing quality
and accessibility of liquidity.   

Capital

At 31 December 2008 gross capital amounted to
£18.5m, being 6.70% of total shares and borrowings.
Free capital amounted to £17.4m being 6.30% of total
shares and borrowings.  

Gross capital represents the general reserve together
with the revaluation reserve as shown in the balance
sheet. Free capital represents gross capital and general
provisions for bad and doubtful debts less tangible
fixed assets as shown in the balance sheet.
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The decrease in capital reflects increased retained
profits, including the effect of FSCS levy charges, a
reduction in respect of the Society’s defined benefit
pension scheme and a small reduction to reflect a
reduction in market values of the Society’s freehold
premises.     

Profitability
The profitability of the Society, excluding the effects of
the charge made in respect of the Financial Services
Compensation Scheme, has remained relatively even
over the last 3 years (Post tax profit 2008: £528,000,
2007: £533,000, 2006: £501,000) and reflects the
balanced way that the Society has approached margin
management. The Group profit after taxation includes
the costs of establishing MB Simply Mortgages Ltd and
its first year’s trading performance.

Cost efficiency
The Society has continued to make good progress with
its efficiency plans and the Directors are pleased to
report a further fall in the management expenses ratio
to 0.95%.  The equivalent ratio for the Group is 0.97%,
which incorporates the set up and first period of
trading for MB Simply Mortgages Ltd.     

Business volumes
Loans and advances 
There were 586 new residential mortgages during the
year.  Total lending including further advances and
other non-residential loans was £45.0m (2007: £61.5m).
Advances secured on residential owner-occupied
property represented 100% of the total lending.  At 31
December 2008 there were 2 mortgage cases where
repayments were 12 months or more in arrears, the
amount of those arrears being £8,178 and the
mortgage balances £93,043.

Savings and investments 
Investing members’ share balances increased by
£12.4m as a result of the Society offering a range of
competitive variable and fixed rate branch based and
postal savings accounts, some of which received
recognition in national best buy tables.  Variable and
fixed rate savings products are designed to suit
potential savers with varying needs.

Key performance indicators
Various key performance indicators are used to
measure and monitor periodic progress. In previous
years we have focused on growth, profitability and
costs of running the Group and Society. During 2008,
the economic circumstances demanded a change in
focus and the Board approved a reduction in asset
growth. To demonstrate the security offered by the
Society, it was agreed to concentrate on increasing the
liquidity of the business whilst containing wholesale
funding at modest levels.

The revised KPI’s for the year and the foreseeable future
are profitability, costs of running the Society and the
liquidity ratio.

Return against mean assets shows the relative
profitability of the year’s activity and facilitates a year
on year comparison of our performance.  

Management expenses ratio is a measure of the
Group’s efficiency and shows the total management
expenses expressed as a percentage of the mean total
assets. 

Liquidity ratio shows the total cash in hand, loans and
advances to credit institutions and liquid assets as a
percentage of total shares and borrowings. This shows
the relative amount of cash that the Society carries and
its ability to meet payments when due.

6

SUMMARY FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2008 (continued)

2008 2007 2006

Total assets - Group £295.9m £286.1m £255.6m

Return against
mean assets

- Group 0.17% 0.20% 0.21%
(exc FSCS 
charges)

- Society 0.18% 0.20% 0.21%
(exc FSCS 
charges)
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The Group profit after taxation includes the costs of
establishing MB Simply Mortgages Ltd and its trading
performance. Cost containment and improved
efficiency have led to a satisfactory reduction in the
management expenses ratio. 

As a response to the increasing funding pressures
generated by the market conditions, the Board has
implemented a plan to increase relative liquidity
holdings. This strategy will adversely effect profitability
but the Board feels that it is a prudent approach.   This
provides a buffer against unforeseen cash
requirements and also demonstrates the stability and
security of the Society to members and stake holders.
During 2008, the Society has successfully attracted net
inflows of retail funding of £12.4m (2007: £20.9m) and
reduced wholesale and deposit funding to £45.1m
(2007: £48.0m). These 2 factors coupled with reduced
levels of mortgage completions have produced a
substantial increase in liquidity holdings. 

Further comments on asset growth and profitability
are included earlier in the business review section.

Capital and Basel II
The Society has developed its processes and
procedures to comply with the requirements of the
FSA’s Capital Requirements Directive (CRD).  The CRD

requires The Mansfield Building Society to conduct an
assessment of the adequacy of its capital and
resources, known as the Internal Capital Adequacy
Assessment Process (ICAAP).  The Board has approved
and adopted the ICAAP from 1 January 2008 and
receive updates quarterly.  Full details of The Mansfield
Building Society’s Pillar 3 disclosures under Basel II will
be available on written request from the Secretary in
due course.

Post balance sheet events
The Directors consider there have been no events
since 31 December 2008 that have had a material
effect on the financial position of the Society.

Principal risks and uncertainties
The Mansfield Building Society endeavours to conduct
its business in a risk averse way. Investor protection and
member interests are paramount. The principal
business risks to which the Society is exposed are
considered to be: 
• Credit risk which arises primarily from mortgage

loans but also as a result of the Society’s investments
as part of its treasury activities.

• Market risk which incorporates the loss of income as
a result of changes to interest rates.

• Liquidity risk which concerns the Society’s ability to
meet its financial obligations as they fall due as a
result of imbalances in the cash flow of its activities.

• Operational risk, which is associated with the
Society’s internal processes and systems and the
potential for these not to function properly.

• Potential loss of consumer confidence in financial
institutions generally in the wake of banking
difficulties.

The identification, control and monitoring of business
and environmental risks remains a management
priority. Through continuous assessment of risk
management procedures steps are taken to mitigate
such risks. In particular, with the increasing risks
from external factors, management has reviewed
and further developed the Society’s business
continuity plans. 

As part of this ongoing review process a number of
detailed tests have been carried out during 2008 using
third party contingency arrangements.
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2008 2007 2006
Return against 
mean assets
- Group (inc 0.05% 0.20% 0.21%
FSCS charges)

- Society (inc 0.07% 0.20% 0.21%
FSCS charges)

Management 
expenses ratio
- Group 0.97% 0.99% 0.92%  .
- Society 0.95% 0.99% 0.92%

Group liquidity
- Total liquid funds £72.6m £61.1m £46.9m
at 31 December

- Ratio of liquid 26.31% 22.93% 19.82%
funds to shares
and deposits
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The most significant uncertainties faced by the Society
are considered to be: 

• Economic risks including employment levels, the
housing market and competitor activity.

• The availability of appropriate levels of funding. 

The Society keeps a significant proportion of all liquid
assets on terms which allow immediate access to
funds.

Financial risk management objectives and policies
The Society has a formal structure for managing risk,
including procedures for identifying and measuring
risks, establishing risk limits, reporting lines, mandates
and other control procedures. This structure is
reviewed regularly by the Society’s Assets, Liabilities
and Planning Committee, which is charged with the
responsibility for managing and controlling the
balance sheet exposures and the use of financial
instruments for risk management purposes. 

Environment
During the year the Society continued to take steps
which limited its impact on the environment.  The
Society is committed to using environmentally friendly
stationery and equipment when its use is appropriate.
The Society’s policy on disposal also has regard to the
environment, using appropriate methods of disposal
for equipment and recycling wherever possible.

Community involvement
We continued to promote our Community Support
Scheme during the year.  Since being launched in
2007, the scheme has rapidly become an important
part of the way we engage with our local community
which is vital to us.

We will continue to build on the success of the scheme
by inviting additional applications for assistance from
the many worthwhile organisations operating in our
area.  During 2008 organisations benefiting from the
scheme included Mansfield and District Male Voice
Choir, Ravenshead Community Transport, Worksop
Gymnastics Club, Chesterfield Symphony Orchestra
and Thoresby Colliery Youth Band.  All applications for
assistance are considered by our Community Support

Scheme panel which includes 2 independent
members of the Society.

We have also implemented our Work In The
Community Scheme where we actively encourage
staff members to participate in local initiatives
supporting the disadvantaged, promoting and
encouraging sport or activities in the arts, supporting
education and development or benefiting the
environment.  Staff members participating in the
scheme are allowed 2 days per calendar year paid leave
to undertake this voluntary work for the benefit of the
community.  

We remain enthusiastic members of Mansfield 2020, a
local, long established business support and
networking group which works hard to promote the
town and support local businesses. 

During 2008 the Society contributed £1,000 (2007:
£1,350) in the form of charitable donations.  This
included a donation to the local branch of the British
Heart Foundation for qualifying voting forms received
in respect of the 2008 Annual General Meeting.  The
British Heart Foundation provides care for people of all
ages with heart conditions, and support for their
families.  Our Sports & Social Committee worked hard
to raise additional funds for British Heart Foundation
and Children in Need.

To support Chesterfield branch activities we organised
a ‘Well Dressing’ competition and invited entries from
primary schools in the Chesterfield area.  

Staff
Throughout the year our staff have coped admirably
with the challenges imposed by the economic
downturn.  I thank everyone for their dedication, hard
work and commitment throughout the year.

Auditors
Our auditors, KPMG Audit Plc, have expressed their
willingness to continue in office and, in accordance
with Section 77 of the Building Societies Act 1986, a
resolution for the reappointment of KPMG Audit Plc as
auditors is to be proposed at the Annual General
Meeting.  
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Directors
In accordance with the Board’s succession plan, Charles
Dawson retired from the Board on 8 May 2008 after 24
years service.  The Directors join me in thanking Charles
for his contribution and support during his term
of office and in wishing him a long, happy and healthy
retirement.

In accordance with a pre-arranged timetable, David
Fisher retired as Chief Executive and Executive Director
on 14 August 2008 after 27 years service.  At the time
of his retirement, David was the longest serving
building society Chief Executive in the country and
during his time at the helm the Society’s assets
increased from £33 million to £290 million.  The
Directors thank David for heading a remarkable
chapter in the Society’s 138 year history and wish him
a well deserved, long and prosperous retirement.
David has always been loyal to the local community
and the results and reputation of the Society can be
attributed to his vision.

Nigel Quinton was appointed Chief Executive on 14
August 2008.  Prior to his appointment, Nigel was
Director of Finance and IS & Society Secretary.  He is a
qualified accountant who has held senior and Board
roles with both mutual building societies and limited
companies.  The Board is confident that Nigel’s
experience means he is well suited to the role in these
fast changing times and his financial expertise and
broad management experience will enable him to
steer the Society forward over the coming years.

Darren Garner joined the Society on 14 July 2008 as
Finance Director and Society Secretary and was
appointed to the Board on 14 August 2008 having
previously worked for much larger national and
international organisations.  Darren is responsible for
all aspects of the Society’s finances and for ensuring
that sufficient cash is available to meet all obligations.  

Darren Garner retires in accordance with Rule 25 (filling
of casual vacancies).

Nigel Quinton and Richard Smith retire by rotation in
accordance with Rule 26 (retirement by rotation).

James Pinder has served in excess of 9 years on the
Board and in line with the Society’s policy he is asked
to stand for re-election on an annual basis.

Directors retiring under these Rules are eligible for
election or re-election without nomination at the
Annual General Meeting.

At 31 December 2008, no Director held any interest in
the shares or debentures of any connected
undertaking.

Conclusion
In these challenging and testing economic conditions
your Board remains steadfast in its commitment to the
Society continuing as an independent mutual building
society working with and for the benefit of the
community.  Our capital base remains very strong and
enables us to provide security and comfort to our
members.

Our plans for 2009 take into account the current and
projected economic situation in a prudent and secure
way. By adopting this stragegy it is likely that the
growth of our business in the immediate future will be
lower than previous years. The Board believes that this
is an appropriate strategy given the wider external
market conditions.

Finally, I wish to thank my Board colleagues for their
dedication and contribution to the continuing success
of  ‘The Mansfield’.  I also wish to thank all members for
their continuing support which is never taken for
granted.

On behalf of the Board of Directors 
Nigel Carnall
Chairman
19 March 2009
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RESULTS FOR THE YEAR Group Society

2008 2007 2008 2007

£’000 £’000 £’000 £’000

Net interest receivable 3,292 3,182 3,292 3,182

Other income and charges 256 178 244 178

Administrative expenses (2,833) (2,686) (2,765) (2,686)

Operating profit before provisions 715 674 771 674

Provisions (35) 76 (35) 76

Provision for FSCS Levy (470) - (470) -

Profit for the year before taxation 210 750 266 750

Taxation (62) (217) (74) (217)

Profit for the year 148 533 192 533

FINANCIAL POSITION AT END OF YEAR

Assets

Liquid assets 72,640 61,133 72,626 61,133

Mortgages 221,538 222,866 221,538 222,866

Fixed and other assets 1,770 2,153 1,835 2,153

Total assets 295,948 286,152 295,999 286,152

Liabilities

Shares 231,045 218,574 231,045 218,574

Borrowings 45,058 48,011 45,058 48,011

Other liabilities 870 966 877 966

Provision for FSCS Levy 470 - 470 -

Net pension liability - 25 - 25

Reserves 17,950 17,886 17,994 17,886

Revaluation reserve 555 690 555 690

Total liabilities 295,948 286,152 295,999 286,152

SUMMARY OF KEY FINANCIAL RATIOS Group

2008 2007

% %

Gross capital as a percentage of shares and borrowings 6.70 6.97
Liquid assets as a percentage of shares and borrowings 26.31 22.93
Profit for the year as a percentage of mean total assets 0.05 0.20
Management expenses as a percentage of mean total assets 0.97 0.99
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Gross capital as a percentage of shares and
borrowings

The gross capital ratio measures the proportion that
the Group’s capital bears to the Group’s liabilities to
holders of shares, depositors and other providers of
funds (investors).

The Group’s capital consists of the profits accumulated
over many years in the form of general reserves and
revaluation reserve relating to our properties. Capital
provides a financial cushion against difficulties that
might arise in the Group’s business and therefore
protects investors.

Liquid assets as a percentage of shares and
borrowings

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

Most of the Group’s assets are long term mortgages
which cannot be converted quickly into cash, while
many of its liabilities to investors are repayable on
demand. Liquid assets are generally readily realisable,
enabling the Group to meet requests by investors for
withdrawals from their accounts, to make new
mortgage loans to borrowers and to fund its general
business activities.

Profit for the year as a percentage of mean
total assets

The profit/assets ratio measures the proportion that
the Group’s profit after taxation for the year bears to
the average of the Group’s total assets during the year.

The Group needs to make a reasonable level of profit
each year in order to maintain its capital ratio at a
suitable level to protect investors. However, a building
society does not have to pay dividends to equity
shareholders as a company does. The Group is
therefore able to operate safely with a lower profit ratio
than some other financial organisations. 

Management expenses as a percentage of mean
total assets

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

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

Approved by the Board of Directors on 19 March 2009
and signed on its behalf by:

Nigel Carnall – Chairman
James Pinder – Deputy Chairman
Nigel Quinton – Director and Chief Executive
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Pursuant to section 76 of the Building Societies Act
1986, we have examined the summary financial
statement of The Mansfield Building Society set out on
pages 4 to 11.

This auditors’ statement is made solely to the Society’s
members as a body, and to the Society’s depositors, as
a body, in accordance with section 76 of the Building
Societies Act 1986. Our audit work has been
undertaken so that we might state to the Society’s
members and depositors those matters we are
required to state to them in such a statement and for
no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to
anyone other than the Society and the Society’s
members as a body, and the Society’s depositors as a
body, for our audit work, for this statement, or for the
opinions we have formed.

Respective responsibilities of directors and auditors 

The directors are responsible for preparing the
summary financial statement contained in the
Summary Financial Statement booklet in accordance
with applicable United Kingdom law.

Our responsibility is to report to you our opinion on
the consistency of the summary financial statement
within the Summary Financial Statement booklet with
the full Annual Accounts, Annual Business Statement
and Directors’ Report and its conformity with the
relevant requirements of section 76 of the Building
Societies Act 1986 and regulations made under it.

We also read the other information contained in the
Summary Financial Statement booklet and consider
the implications for our report if we become aware of
any apparent misstatements or material
inconsistencies with the summary financial statement.

Basis of opinion

We conducted our work in accordance with Bulletin
1999/6 ‘The auditors’ statement on the summary
financial statement’ issued by the Auditing Practices
Board for use in the United Kingdom. Our report on the

Group’s full Annual Accounts describes the basis of our
audit opinion on those Annual Accounts.

Opinion

In our opinion the summary financial statement is
consistent with the full Annual Accounts, the Annual
Business Statement and Directors’ Report of The
Mansfield Building Society for the year ended 31
December 2008 and conforms with the applicable
requirements of section 76 of the Building Societies Act
1986 and regulations made under it.

KPMG Audit Plc
Chartered Accountants 
Registered Auditor
Leicester
19 March 2009
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The purpose of this report is to inform members of  The
Mansfield Building Society about our policy on the
remuneration of executive and non-executive
directors. It also voluntarily addresses the statutory
disclosure requirements for listed companies in
providing information to members about the Board’s
policy on the remuneration of executive and non-
executive directors.

A resolution will again be put to the Annual General
Meeting, inviting members to vote on the Directors’
Remuneration Report. The vote is advisory, and the
Board will consider what action is required.

The Nomination and Remuneration Committee

The report has been prepared by the Nomination and
Remuneration Committee, which is made up entirely
of non-executive directors and meets three times a
year, with special meetings as needed. The current
membership of the Committee is:
James Pinder (Chairman of Nomination and
Remuneration Committee)
Nigel Carnall (Chairman of the Board of the Society)
Nigel Tamplin (Chairman of the Assets Liabilities and
Planning Committee)

Meetings of the Committee are also attended by Nigel
Quinton, Darren Garner and Maggie Smith as
appropriate, who withdraw from the meeting when
their own remuneration is being considered or on
request.

The primary responsibility of the Committee is the
determination of the terms and conditions of
employment of the executive directors (and other
members of senior management as appropriate) and
the fees payable to non-executive directors.

The Committee is responsible for the remuneration
policy for all directors of the Society and makes
recommendations to the Board regarding
remuneration and contractual arrangements.  The
Committee reviews supporting evidence, including
external professional advice, if appropriate, on
comparative remuneration packages.  The Committee
also reviews proposals by the Chief Executive for senior 

management remuneration and any performance
related bonuses.

Policy for executive directors

The Board’s policy is to set remuneration levels in order
to attract and retain high calibre executive directors
and to encourage excellent performance through
rewards directly linked to the achievements of the
Society’s strategic objectives.  The main components
of executive directors’ remuneration are:

Basic salary -  which takes into account the job content,
and responsibilities, individual performance (assessed
annually) and salary levels for similar positions in
comparable organisations. 

Bonus - which is non-pensionable, performance related
cash bonus payable on achievement of Board specified
key performance indicators.  Performance bonuses are
reviewed annually, are not guaranteed and are
generally a small percentage of basic salary.

Pensions - a Group Personal Pension Plan which is
available for all staff and which replaced the final salary
scheme which ceased for future accruals with effect
from the end of February 2007.

Other benefits - notably the provision of a Society car
to each executive director (or an equivalent allowance),
private medical insurance and permanent health
insurance.  Benefits are reviewed annually by the
Nomination and Remuneration Committee.

Service contracts

The Chief Executive has a service contract with the
Society dated 24 June 2008.  The Chief Executive’s
notice period to the Society is 9 months.  The Society’s
notice period to the Chief Executive is 12 months.

The Finance Director and Secretary has a service
contract dated 25 June 2008 which can be terminated
by either party giving to the other 6 month’s notice in
writing.

Contracts are reviewed annually at the end of each
completed year.
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Policy for non-executive directors

The remuneration of non-executive directors is
reviewed annually by the Nomination and
Remuneration Committee, using external data for
other comparable building societies, and by a
performance review process undertaken by the
Society’s Chairman of the Board.  The remuneration of
the Chairman is reviewed by the Nomination and
Remuneration Committee and ratified by the Board.

Non-executive directors are remunerated solely by fees
which reflect time spent on Society affairs including
membership of Board committees.  They do not have
service contracts and do not receive a salary, pension,
bonus incentives or other taxable benefits.

Non-executive directors serve under letters of
appointment following election by the Society’s
membership.
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SUMMARY DIRECTORS’ REMUNERATION REPORT
FOR THE YEAR ENDED 31 DECEMBER 2008 (continued)

Directors’ remuneration
Details of directors’ emoluments for the financial year ended 31 December 2008 are shown below.

Non-executive directors’ fees 2008 2007
TOTAL  TOTAL
£’000 £’000

Nigel Carnall (Chairman) 25 24
James Pinder (Deputy Chairman) 20 19
David Abraham (retired 10/05/07) - 6
Simon Brister (appointed 10/05/07) 15 10
Charles Dawson (retired 08/05/08) 6 14
Christine Morris (appointed 10/05/07) 15 10
Richard Smith 15 14
Nigel Tamplin 15 14
Total 111 111

Executive directors

Pension 2008

Fees              Salary Bonus Benefits contributions TOTAL

£’000s £’000s £’000s £’000s £’000s £’000s

David Fisher (1), (4) 5 64 - 5 5 79

Nigel Quinton (2) 7 87 1 9 6 110

Darren Garner (3) 3 29 - 9 - 41

Total 15 180 1 23 11 230

Executive directors

Pension 2007

Fees              Salary Bonus Benefits contributions TOTAL 

£’000s £’000s £’000s £’000s £’000s £’000s

David Fisher 7 101 5 9 3 125

Nigel Quinton 7 72 5 7 3 94

Total 14 173 10 16 6 219
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Notes:
(1) Retired 14/08/08
(2) Appointed Chief Executive from 14/08/08.  Previously Director of Finance and IS & Secretary
(3) Joined the Society 14/07/08.  Appointed to the Board 14/08/08.
(4) In addition to the above, in September 2008, the Board agreed, as a gesture of esteem, to sell David Fisher a

Society car for £5,500, which was estimated as representing approximately 50% of its market value at that
time.    

James Pinder
Chairman of the Nomination and Remuneration Committee
On behalf of the Board of Directors 
19 March 2009
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The Board of Directors is committed to adopting best
practice in corporate governance matters.  This report
explains how the Society applies the principles in the
2006 Combined Code on Corporate Governance as
issued by the Financial Reporting Council.  The Board
considers that the Society complies with all relevant
provisions of the Code unless the contrary is stated. 

Board structure

At 31 December 2008 the Society’s Board consisted of
6 non-executive directors (including the Chairman)
and 2 executive directors who have the collective
responsibility for ensuring that the affairs of the Society
are managed competently and with integrity.  The
Board meets 11 times per year to determine and
closely monitor the Society’s business strategy.   It also
meets at least once a year for a detailed review of the
Society’s strategy.  

Chairman and Chief Executive

The offices of Chairman and Chief Executive are
distinct and held by different people.  The Chairman is
responsible for leading the Board.  The day to day
conduct of the Society’s business is entrusted to the
Chief Executive and his senior management colleagues
within the policies established by the Board.  

Board balance and independence

The non-executive directors are independent in
character and judgement and are not employees of
the Society.  Apart from the Chairman one non-
executive director has served a term of office in excess
of 9 years.  All directors bring a wealth of experience
and diversity of business perspective and objectivity
which complements the ‘hands on’ expertise of their
executive director colleagues.

In line with the Combined Code on Corporate
Governance, the Society’s Board has appointed Nigel
Tamplin as the Senior Independent Director.  He is
available to members if they have concerns, which
contact through the normal channels of Chairman,
Chief Executive or Secretary has failed to resolve or for
which such contact is inappropriate.  

Performance and evaluation

All directors are subject to individual annual
performance and evaluation review.  There is also an
annual evaluation of the Board as a whole.  

The Society has a formal performance evaluation
system for all members of staff including the executive
directors.  The Chief Executive holds a performance
review with the senior managers.  The Chairman and
Vice Chairman review the Chief Executive’s
performance and report to the Board.  A performance
evaluation system for non-executive directors
including the Chairman has been in place since 2004.
In 2008 this took the format of questionnaires
completed by each individual director.  The Chairman
and Vice Chairman reviewed the output of all
questionnaires and used these as a basis for an
evaluation interview with each non-executive director.
The Vice Chairman supported by the Chief Executive
undertook the evaluation interview for the Chairman.
This procedure identifies any individual and Board
training requirements and provides the evidence for
the Board as to whether to recommend to members
that a director should be re-elected. 

In 2008 an internal performance evaluation process of
the Board and its Committees was carried out in order
to review the effectiveness of how the Board and the
Board Committees operate.  This was undertaken
through a full review of the Terms of Reference and
Standing Orders and by way of a further questionnaire
which asked all directors and senior managers to
appraise a range of factors relating to the make-up and
operation of the Board.  A similar process was
undertaken by the members of each Board
Committee.  The results were reviewed by the Board
and each Committee and any appropriate
improvement was identified for action.

Appointments to the Board and re-election

The composition of the Board is kept under review
with the aim of ensuring that the Board collectively
possesses the necessary skills and experience for the
proper direction of the Society’s business activities.  The
Board believes that individual directors have a range
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of skills and experience which is appropriate for the
management of the Society.  The Board also has a well
documented and approved succession plan which will
ensure that the Board is refreshed with new members
without jeopardising the stability of the Board.  

One new director, Darren Garner was appointed on 14
August 2008. (Details are shown on page 9.)

All new directors appointed are subject to election by
the members at the next Annual General Meeting of
the Society.

All directors must meet the test of fitness and propriety
as laid down by the Financial Services Authority as
‘Approved Persons’ to fulfil their controlled functions
as directors.  The Society’s Rules require all directors to
submit themselves for election by the members at the
first opportunity after their appointment and for re-
election at least every 3 years.  In addition, the Board
has agreed that, to ensure full compliance with the
Combined Code on Corporate Governance, as it relates
to building societies, all directors except the Chairman,
who have served on the Board for 9 years or more, are
proposed for re-election each year, unless the Board
succession plan shows that a director is to leave the
Board within the first 2 months of the ensuing year of
the vote.

Committee terms of reference

The Board has 3 Committees as detailed below which
assess proposals in detail and make recommendations
to the full Board.  The terms of reference for
committees are available on request from the Society’s
Secretary.  Proceedings of all committees are formally
minuted and minutes are subsequently considered by
the full Board.

Nomination and Remuneration Committee

This Committee meets 3 times each year and reviews
Board constitution, skills, performance, succession
plans and election of directors.  The Committee is
responsible for the remuneration policy for all directors
of the Society and makes recommendations to the

Board regarding remuneration and contractual
arrangements.

Current committee members are James Pinder, Nigel
Carnall and Nigel Tamplin.  Meetings of the Committee
are also attended by Nigel Quinton, Darren Garner and
Maggie Smith, as appropriate, who withdraw from the
meeting when their own remuneration is being
considered or on request.

Further information on the role of the Nomination and
Remuneration Committee is included within the
Director’s Remuneration Report which starts on page
13.

Audit, Compliance and Risk Committee

This Committee meets quarterly and considers
regulatory compliance matters, the adequacy of
internal controls and evaluation of risks.  It also reviews
audit reports, monitors the relationship with both
internal and external auditors and agrees the annual
internal audit plan.  The Committee also ensures that
the systems of accounting, business control and
management of information are adequate for the
needs of the Group.

Current Committee members are Richard Smith
(Chairman), Nigel Tamplin and Simon Brister.  The
meetings are also attended by representatives from
Internal and External Audit, together with Nigel
Quinton, Darren Garner, Julia Bushby and other senior
managers by invitation.  

Assets, Liabilities and Planning Committee

This Committee meets quarterly and reviews all
aspects of credit risk, lending, budgetary control,
statutory and regulatory reporting.  It reviews the
Group’s balance sheet, structural and counterparty risks
and ensures that policies and business plans are
agreed and monitored.  It is responsible for the
provision of a competitive range of products to our
members and monitors business levels and any
variances against objectives.
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Committee members are Nigel Tamplin (Chairman),
Nigel Carnall, Christine Morris and James Pinder.  The
meetings are also attended by Mike Taylor, Darren
Garner, Maggie Smith and Nigel Quinton.

Information and professional development

All directors are provided with clear, timely and
accurate information for the effective conduct of
business, including an established list of items for
review and regular financial updates.

All directors are given appropriate training following
their appointment and are encouraged to attend
industry events, seminars and training courses to
maintain an up to date knowledge of the industry and
the regulatory framework within which the Society
operates. 

All directors are entitled to seek independent
professional advice at the Society’s expense.

Internal control

The Board has delegated the responsibility for
managing the system of internal control to senior
management.  The internal control system can provide
only reasonable and not absolute assurance against
material misstatement or loss.  The Society’s internal
audit function has been outsourced to Mutual One Ltd
who provide independent assurance to the Board
regarding the effectiveness of internal controls
through the Audit, Compliance and Risk Committee.  

Relations with members

As a mutual organisation the Society has members
rather than shareholders.  The Society seeks the views
of members in a variety of ways including
questionnaires, member forums and newsletters.

Constructive use of the Annual General Meeting

Each year the Society sends details of the Annual
General Meeting (“AGM”) to all members who are
entitled to vote.  Members are encouraged to vote by
completing a proxy form and returning it to the Society

by an agreed deadline or by attending the AGM itself,
which is normally held in the early evening to
encourage attendance.  For a number of years the
Society has encouraged members to vote by linking
the number of votes cast to a donation to a local
charity. This year the Society will donate 15 pence per
vote to the staff Sports & Social Committee’s
nominated charity for 2009, Macmillan Cancer Support.

Board members are present at the AGM unless there
are exceptional circumstances that prevent
attendance.  Board members are encouraged to meet
with members both before and after the meeting and
to answer questions on both a formal and informal
basis.

Pension funds

The Society’s 1978 Retirement and Death Benefit
Scheme pension funds are held separately from the
Society and are subject to professional management
and administration under the control of the trustees.
In particular, no scheme assets are invested in or
loaned to the Society.  There is strong employee
trustee representation.

The final salary pension scheme was closed for future
accruals at the end of February 2007.  A Group Personal
Pension Plan is available for all staff. 

CORPORATE GOVERNANCE (continued)
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Attendance at Board and Committee meetings

The table below shows the number of meetings of the Board and its Committees at which each director was present
and in brackets the number of meetings that director was eligible, as a member of the Board or Committee, to attend
during the year.

On behalf of the Board of Directors 
Nigel Carnall
Chairman
19 March 2009

Non-executive directors

Nigel Carnall (Chairman) 11 [11] 4 [4] 4 [4] 3 [3]

James Pinder (Vice Chairman) 11 [11] 4 [4] 4 [4] 3 [3]

Simon Brister 11 [11] 4 [4] * *

Charles Dawson (retired 08/05/08) 5 [5] 1 [1] * *

Christine Morris  10 [11] * 3 [4] *

Richard Smith 11 [11] 4 [4] * *

Nigel Tamplin 11 [11] 4 [4] 4 [4] 3[3]

Executive directors

David Fisher (retired 14/08/08) 5 [7] * 3 [3] *

Nigel Quinton 11 [11] * 4 [4] *

Darren Garner (appointed 14/08/08) 4 [4] * 1 [1] *

Board Audit
Compliance

and Risk
Committee

Assets
Liabilities and

Planning
Committee

Nomination
and

Remuneration
Committee

Chairman and Vice Chairman are ex officio at those committees where they are not direct members.
* Denotes not a member of the Committee.
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NOTES
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