Sandringham Community Financial Services Limited
ABN 86 099 131 192
Directors' Report

Your Directors submit the financial report of the company for the financial year ended 30 June 2012.

Directors

The names and details of the Company's directors who held office during or since the end of the
financial year are:

Graham Manson Ludecke Glenyss Airdrie Barnes

Chair Director

Retired Banker Management Consultant

Board member since August 2009 Resigned April 2012

Michael John Davies lan Richard Siebert

Director & Treasurer Director

Company Director Management Consultant

Board member since January 2008 Board member since June 2010
Glen Hay Kruger Kim Visek-Johnson

Director Director

Business Consultant Finance Superannuation Consultant
Board member since February 2011 Resigned August 2011

Helen Diana Searle Campbell John Sinclair

Director Director

Company Director Company Director

Board member since February 2011 Board member since May 2007

Directors were in office for this entire year unless otherwise stated.

Principal activities

The principal activities of the company during the course of the financial year were in providing
community banking services under management rights to operate a franchised branch of
Bendigo and Adelaide Bank Limited.

There has been no significant changes in the nature of these activities during the year.

Operating results

The profit of the company for the financial year after provision for income tax was $102,931
(2011: $119,708).

Financial position

The net assets of the company have increased by $66,330 from $645,098 at June 30 2011 to $711,428 at
June 30 2012.

Year Ended 30 June 2012
Dividends Cents Per Share $

Dividends paid in the year: 6 36,601
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Significant changes in the state of affairs

In the opinion of the directors there were no significant changes in the state of affairs of the
company that occurred during the financial year under review not otherwise disclosed in
this report.

Events after the reporting period

Since balance date, the world financial markets have shown volatility that may have an impact on
investment earnings in the 2012/2013 financial year. The company continues to maintain a
conservative investment strategy to manage the exposure to market volatility.

There are no other matters or circumstances that have arisen since the end of the financial year that
have significantly affected or may significantly affect the operations of the company, the results of those
operations or the state of affairs of the company, in future years.

Future developments

The company will continue its policy of providing banking services to the community.
Environmental issues

The company is not subject to any significant environmental regulation.
Proceedings on behalf of company

No person has applied for leave of court to bring proceedings on behalf of the company or intervene

in any proceedings to which the company is a party for the purpose of taking responsibility on

behalf of the company for all or any part of those proceedings. The company was not a party to any such
proceedings during the year.

Remuneration report

During the year a payment of $5,930 was made to Campbell Sinclair (Director) for consultancy
services relating to recovery of costs in regard to the train incident. Other than this payment and
Directors fees detailed below no Director has received or become entitled to receive, during or
since the financial year, a benefit because of a contract made by the company, controlled

entity or related body corporate with a financial interest. This statement excludes a benefit
included in the aggregate amount of emoluments received or due and receivable by Directors
shown in the company's accounts, or the fixed salary of a full-time employee of the

company, controlled entity or related body corporate.

The Managers performance is reviewed annually by both Bendigo and Adelaide Bank Limited and
the Board and his salary is reviewed in the light of his performance, management of the

business and extended responsibilities on Board Committees. Directors fees are reviewed
annually when the Board review is conducted.

Indemnifying officers or auditor
The company has agreed to indemnify each Officer (Director, Secretary or employee) out of assets of

the company to the relevant extent against any liability incurred by that person arising out of the
discharge of their duties, except where the liability arises out of conduct involving dishonesty,
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Indemnifying officers or auditor (continued)

negligence, breach of duty or the lack of good faith. The company also has Officers Insurance for

the benefit of Officers of the company against any liability occurred by the Officer, which includes the
Officer's liability for legal costs, in or arising out of the conduct of the business of the company or in or
arising out of the discharge of the Officer’s duties.

Disclosure of the nature of the liability and the amount of the premium is prohibited by the
confidentiality clause of the contract of insurance. The company has not provided any insurance
for an auditor of the company.

Directors meetings / fees

The number of Directors meetings attended by each of the Directors of the company during the
year and fees paid to directors were:

Audit Fees
Board Committee 2012 2011
Meetings # Meetings # $ $
Graham Manson Ludecke 12(12) 6(6) 3,000 3,000
Glenyss Airdrie Barnes (resigned 23 April 2012) 10(10) N/A 2,000 2,400
Michael John Davies 11(12) 6(6) 2,400 2,400
Glen Hay Kruger 11(12) N/A 2,400 600
Helen Diana Searle 9(12) N/A 1,900 600
lan Richard Siebert 10(12) N/A 1,800 2,400
Campbell John Sinclair 11(12) N/A 2,300 1,800
Kim Visek-Johnson (resigned 8 August 2011) o(1) N/A 200 600

# The first number is the meetings attended while in brackets is the number of meetings eligible to attend.
N/A - not a member of that Committee.

Company secretary

Kate Robb was appointed as company secretary on 1 May 2012. Kate holds a Bachelor of Business
(Accounting) and also became a member of the Institute of Chartered Accountants of Australia in 1996
while working at PricewaterhouseCoopers. Kate has 15 years accounting and corporate governance
experience having held senior management and leadership postions at a number of ASX listed companies.

Corporate governance
The company has implemented various corporate governance practices, which include:

(a) An Audit Committee. Members of the audit committee are
Michael Davies (Chair), Renate Lange, Graham Ludecke
Matthew Gallop and Kate Robb
(b) Director approval of operating budgets and monitoring of progress against these budgets;
(c) Ongoing Director training; and
(d) Monthly Director meetings to discuss performance and strategic plans.
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Non audit services

The Directors in accordance with advice from the audit committee, are satisfied that the provision of non audit
services during the year is compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001. The directors are satisfied that the services disclosed in Note 5 did not compromise the
external auditor's independence for the following reasons:

- all non audit services are reviewed and approved by the audit committee prior to commencement
to ensure they do not adversely affect integrity and objectivity of the auditor; and

- the nature of the services provided does not compromise the general principles relating to auditor
independence in accordance with APES 110 "Code of Ethics for Professional Accountants” set by
the Accounting Professional and Ethical Standards Board.

Auditor independence declaration

The auditor's independence declaration for the year ended 30 June 2012 has been received and can
be found on page 5 of this financial report.

Signed in accordance with a resolution of the Board of Directors at Sandringham, Victoria on
20 September 2012.

.
ST L—,

Graham Manson Ludecke
Chairman

-



Sinnott &
Delahunty

Chaorterad Accountants

Level 2, 10-16 Forest Street
Bendigo, Victoria
PO Box 30, Bendigo, VIC 3552

20" September 2012

Telephone: (03) 5445 4200
The Directors Email: nd@f::n;:f:oﬂfz
Sandringham Community Financial Services Limited www.rsdadvisors.com.au
75 Station Street
SANDRINGHAM VIC 3191

To the Directors of Sandringham Community Financial Services Limited
Auditor’s Independence Declaration under section 307C of the Corporations Act 2001

I declare that to the best of my knowledge and belief, during the year ended 30 June 2012
there has been:

(i) no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

(ii) no contraventions of any applicable code of professional conduct in relation to the
audit.

RICHMOND SINNOTT & DELAHUNTY
Chartered Accountants

Phil Delahunty \\
Partner \ﬁ‘_l)
Dated at Bendigo, 20" Sepfember 2012

Richmond Sinnott & De.]xhun!y Partners:

ABN 60 616 244 309 Warren Sinnott Philip Delahunty
Liability limited by a scheme Cara Hall Kathie Teasdale
approved under Professional Brett Andrews Dai id Richmond

Standards Legislation
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Statement of Comprehensive Income
For the year ended 30 June 2012

Revenue from continuing operations
Employee expenses

Depreciation and amortisation expense
Other expenses

Operating profit before charitable
donations & sponsorships

Charitable donations and sponsorship
Profit before income tax expense
Income tax (expense) / benefit

Net profit for the year

Other comprehensive income

Total comprehensive income for the year

Earnings per share (cents per share)
- basic for profit for the year
- diluted for profit for the year

Notes
2

3

21
21

2012 2011
$ $
964,585 935,223
(332,605) (311,797)
(33,537) (29,397)
(264,195) (283,580)
334,248 310,449
(183,783) (166,627)
150,465 143,822
(47,5634) (24,114)
102,931 119,708
102,931 119,708
16.87 19.62
16.87 19.62

The accompanying notes form part of these financial statements
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Assets

Current Assets

Cash and cash equivalents
Receivables

Total Current Assets

Non-Current Assets

Property, plant and equipment

Investments
Intangible assets
Total Non-Current Assets

Total Assets

Liabilities

Current Liabilities
Payables

Current tax liability
Provisions

Total Current Liabilities
Total Liabilities

Net Assets

Equity

|ssued capital
Retained earnings
Total Equity

ABN 86 099 131 192
Statement of Financial Position
As at 30 June 2012

Notes

[92]

©o w

11

13
14

2012 2011
$ $
537,351 444,701
104,614 107,217
641,965 551,918
149,903 167,940
6,028 5,689
1,667 11,667
157,598 185,296
799,563 737,214
37,107 46,368
4717 B,329
46,311 37,419
88,135 92,116
88,135 92,116
711,428 645,098
518,507 518,507
192,921 126,591
711,428 645,098

The accompanying notes form part of these financial statements
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Sandringham Community Financial Services Limited

ABN 86 099 131 192
Statement of Cash Flows

For the year ended 30 June 2012

Cash Flows From Operating Activities

Cash receipts in the course of operations

Cash payments in the course of operations

Interest received

Dividend received

Income tax paid

Net cash flows from/(used in) operating activities

Cash Flows From Investing Activities

Purchase of property, plant and equipment
Purchase of investment

Net cash flows from/(used in) investing activities
Cash Flows From Financing Activities

Dividends paid

Net cash flows from/(used in) financing activities
Net increase/(decrease) in cash held

Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

2012 2011
Notes $ $

1,032,902 1,002,062
(885,231) (835,121)

27,641 21,122

339 316
(40,561) (24,678)

156b 135,090 163,701
(5,500) (163,959)
(339) (316)
(5,839) (164,275)
(36,601) (36,601)
(36,601) (36,601)
92,650 (37,175)

444 701 481,876

15a 537,351 444 701

The accompanying notes form part of these financial statements
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Statement of Changes in Equity
For the year ended 30 June 2012

2012 2011

Notes $ $
ISSUED CAPITAL
Balance at start of year 518,507 518,607
Issue of share capital
Balance at end of year 518,507 518,507
RETAINED EARNINGS
Opening Balance as at 1 July 184,143 43,484
Restatement of prior year tax balances 23 (57,552) -
Restated opening balance 126,591 43,484
Profit after income tax expense 102,931 119,708
Dividends paid 22 (36,601) (36,601)
Balance at end of year 192,921 126,591

The accompanying notes form part of these financial statements
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Sandringham Community Financial Services Limited
ABN 86 099 131 192
Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies
(a) Basis of preparation

Sandringham Community Financial Services Limited (the Company') is domiciled in Australia. The
financial statements for the year ending 30 June 2012 are presented in Australian dollars. The company
was incorporated in Australia and the principal operations involve providing community banking services.

The financial statements are general purpose financial statements, that have been prepared in accordance
with Australian Accounting Standards, Australian Accounting Interpretations, other authorative
pronouncements of the Australian Accounting Standards Board (AASB) and the Corporations Act

2001. The company is a for profit entity for financial reporting purposes under Australian Accounting
Standards.

Australian Accounting Standards set out accounting policies that the AASB has concluded

would result in financial statements containing relevant and reliable information about transactions,

events and conditions. Compliance with Australian Accounting Standards ensures that the financial
statements and notes also comply with International Financial Reporting Standards as issued by the IASB.
Material accounting policies adopted in the preparation of these financial statements are presented

below and have been consistently applied unless stated otherwise.

The financial statements have been prepared on an accruals basis and are based on historical costs,
modified, were applicable, by the measurement of fair value of selected non current assets, financial assets
and financial liabilities.

The financial statements require judgements, estimates and assumptions to be made that affect the
application of accounting policies. Actual results may differ from these estimates.

The financial statements were authorised for issue by the Directors on 20th September 2012.
(b) Income tax

Deferred income tax is provided on all temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward
of unused tax assets and unused tax losses, to the extent that it is probable that taxable profit

will be available against which the deductible temporary differences, and the carry-forward of
unused tax assets and unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each reporting date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available

to allow all or part of the deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to
apply to the year when the asset is realised or the liability is settled.

(c) Property, plant and equipment

Property, plant and equipment are brought to account at cost less accumulated depreciation and
any impairment in value.

10
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Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies (continued)
(c) Property, plant and equipment
Land and buildings are measured at fair value less accumulated depreciation.

Depreciation is calculated on a straight line basis over the estimated useful life of the asset as follows:

Class of Asset Depreciation Rate
Property, Plant & Equipment 5-20%
Impairment

The carrying values of plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable.

If any such indication exists and where the carrying value exceeds the estimated recoverable
amount, the assets or cash-generating units are written down to their recoverable amount.

The recoverable amount of plant and equipment is the greater of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset.

Revaluations

Following initial recognition at cost, land and buildings are carried at a revalued amount which is the
fair value at the date of the revaluation less any subsequent accumulated depreciation on buildings
and accumulated impairment losses.

Fair value is determined by reference to market based evidence, which is the amount for which the
assets could be exchanged between a knowledgeable willing buyer and a knowledgeable willing
seller in an arm's length transaction as at the valuation date.

(d) Impairment of assets

At each reporting date, the company assesses whether there is any indication that an asset is
impaired. Where an indicator of impairment exists, the company makes a formal estimate of the
recoverable amount. Where the carrying amount of an asset exceeds its recoverable amount the
asset is considered impaired and is written down to its recoverable amount.

(e} Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST),
except where the amount of GST incurred is not recoverable from the taxation authority. In these
circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the Statement of Financial Position. Cash flows are included in the Statement

of Cash Flows on a gross basis.

The GST components of cash flows arising from investing and financing activities which are
recoverable from, or payable to, the ATO are classified as operating cash flows.

11
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for the year ended 30 June 2012

1. Summary of significant accounting policies (continued)
(f) Employee benefits

The provision for employee benefits to wages, salaries and annual leave represents the amount which
the company has a present obligation to pay resulting from employees' services provided up to the
reporting date. The provision has been calculated on undiscounted amounts based on wage and salary
rates expected to be paid and includes related on-costs.

Contributions to employee superannuation funds are charged against income as incurred.

(g) Intangibles
Establishment costs have been initially recorded at cost and amortised on a straight line basis at

a rate of 20% per annum. The current amortisation changes for intangible assets are included under
depreciation and amortisation expense per the Statement of Comprehensive Income.

(h) Cash
Cash on hand and in banks are stated at nominal value.

For the purposes of the statement of cash flows, cash includes cash on hand and in banks and
investments in money market instruments, net of outstanding bank overdrafts.

(i) Revenue

Interest and fee revenue is recognised when earned. All revenue is stated net of the amount of
goods and services tax (GST).

(j) Receivables and payables
Receivables and payables are non interest bearing and generally have payment terms of between 30
and 90 days. Receivables are recognised and carried at original invoice amount less a provision for

any uncollected debts. Liabilities for trade creditors and other amounts are carried at cost that is the fair
value of the consideration to be paid in the future for goods and services received, whether or not billed

to the company.

(k) New accounting standards for application in future periods

Australian Accounting Standards that have been recently issued or amended but not yet effective have
not been adopted in the preparation of these financial statements. These changes have been assessed
by Directors and determined they will not have a material impact on the company's financial statements.
(1) Borrowings

All loans are measured at the principal amount. Interest is recognised as an expense as it accrues.

(m) Provisions

Provisions are recognised when the company has a legal, equitable or constructive obligation to

make a future sacrifice of economic benefits to other entities as a result of past transactions or other
past events, it is probable that a future sacrifice of economic benefits will be required and a reliable

estimate can be made of the amount of the obligation.

A provision for dividends is not recognised as a liability unless the dividends are declared, determined or
publicly recommended on or before the reporting date.

12
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Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies (continued)

(n) Share capital

Issued and paid up capital is recognised at the fair value of the consideration received by the company.
Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a
reduction of the share proceeds received.

(o) Comparative figures

When required by Accounting Standards comparative figures have been adjusted to conform to
changes in presentation for the current financial year.

(p) Critical accounting estimates and judgements

The Directors evaluate estimates and judgements incorporated into the financial statements based on
historical knowledge and best available current information. Estimates assume a reasonable
expectation of future events and are based on current trends and economic data, obtained both
externally and within the company. Estimates and judgements are reviewed on an ongoing basis.
Revision to accounting estimates are recognised in the period in which the estimates are revised

and in any future periods affected. The estimates and judgements that have a significant risk of
causing material adjustments to the carrying values of assets and liabilities are as follows:

Estimation of useful lives of assets

The company determines the estimated useful lives and related depreciation and amortisation changes
for its property, plant and equipment and intangible assets. The depreciation and amortisation charge
will increase where useful lives are less than previously estimated lives.

Income tax

The company is subject to income tax. Significant judgement is required in determining the provision
for income tax.

Impairment

The company assesses impairment at the end of each reporting period by calculating conditions and
events specific to the company that may be indicative of impairment triggers. Recoverable amounts of
relevant assets are reassessed using value in use calculations which incorporate various key
assumptions.

(g) Financial instruments

Initial recognition and measurement

Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual
provisions to the instrument. For financial assets, this is equivalent to the date that the company commits
itself to either purchase or sell the asset (ie trade date accounting is adopted). Financial instruments are
initially measured at fair value plus transaction costs, except where the instrument is classified 'at fair value
through profit or loss', in which case transaction costs are expensed to the profit or loss immediately.
Classification and subsequent measurement

Financial instruments are subsequently measured at fair value, amortised cost using the effective interest

method or cost. Where available quoted prices in an active market are used to determine fair
value. In other circumstances, valuation techniques are adopted.

13
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Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies (continued)
(q) Financial instruments (continued)

Amortised costs is calculated as the amount which the financial asset or financial liability is measured

at initial recognition less principal repayments and any reduction for impairment and adjusted for any
cumulative amortisation of the difference between that initial amount and the maturity amount calculated
using the effective interest method.

(i) Loans and receivables
Loans and receivables are non derivative financial assets with fixed or determinable payments
that are not quoted in an active market and are subsequently measured at amortised cost.

(ii) Financial liabilities
Non derivative financial liabilities are subsequently measured at amortised cost.

Impairment

At the end of each reporting period, the company assesses whether there is objective evidence that a
financial asset has been impaired. A financial asset is deemed impaired if and only if, there is objective
evidence of impairment as a result of one or more events (a loss event) having occurred, which has an
impact on the estimated future cash flows of the financial asset. In the case of financial assets carried at
amortised cost, loss events may include indications that the debtors are experiencing significant financial
difficulty or changes in economic conditions.

2. Revenue 2012 2011
$ $
Revenue from continuing activities
- services commissions 936,850 913,785
Other revenue
- interest received 27,735 21.438
964,585 935,223
3. Expenses
Employee expenses
- wages and salaries 281,075 273,209
- superannuation costs 26,276 25,122
- workers' compensation costs 1,142 894
- other costs 24,112 12,572
332,605 311,797
Depreciation of non-current assets:
- plant and equipment 23,537 19,397
Amortisation of non-current assets:
- intangible assets 10,000 10,000
33,537 29,397
Bad debts 162 358

14
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Notes to the Financial Statements
for the year ended 30 June 2012

4. Income tax expense

The prima facie tax on profit before income tax

is reconciled to the income tax expense as follows:

Prima facie tax on profit before income tax at 30%

Add tax effect of:

- Non deductible expenses

- Under/(over) provision of tax in prior year
- Franchise fee deductible

- Investment Allowance

Current income tax expense

Income tax expense

Tax liabilities
Current tax payable/ (refundable)

5. Auditors' remuneration
Remuneration of the auditor for:

- Audit or review of the financial report
- Taxation services

- Share registry services

6. Cash and cash equivalents
Cash at bank and on hand

Security deposit

7. Receivables
Trade debtors and other accruals
8. Property, plant and equipment

Property, plant and equipment
Less accumulated depreciation

2012 2011
$ $
45,140 43,147
2,394 -
- 595
e (9,000)
z (10,628)
47,534 24,114
47,534 24,114
4,717 8,329
4,387 3,600
530 -
3,132 3,560
8,049 7,160
513,301 433,951
24,050 10,750
537,351 444,701
104,614 107,217
198,063 192,563
(48,180) (24,623)

149,903

15
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Notes to the Financial Statements
for the year ended 30 June 2012

8. Property, plant and equipment (continued) 2012 2011
Movements in carrying amounts

Property, Plant and Equipment

Carrying amount at beginning of year 167,940 23,378
Additions 5,500 163,959
Disposals - -
Depreciation expense (23,537) (19,397)
Carrying amount at end of year 149,903 167,940

9. Investments

Listed shares at cost 6,028 5,689

10. Intangible assets

Franchise Fee

At cost 50,000 50,000
Less accumulated amortisation (48,333) (38,333)
1,667 11,667

11. Payables
GST payable 3,723 8,715
Other creditors and accruals 33,384 37,663
37,107 46,368

12. Provisions

Employee benefits 46,311 37,419
Movement in employee benefits

Opening balance 37,419 38,046
Additional provisions recognised 29,306 21,183
Amounts utilised during the year (20,414) (21,810)
Closing balance 46,311 37,419

13. Share capital

610,008 Ordinary Shares fully paid to 85 cents 518,507 518,507

518,507 518,607

The company has authorised share capital amounting to 610,008 ordinary shares.

14. Retained earnings

Balance at the beginning of the financial year (adjusted) 126,591 43,484
Profit after income tax 102,931 119,708
Dividend paid (36.601) {36,601)
Balance at the end of the financial year 192,921 126,591
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Notes to the Financial Statements
for the year ended 30 June 2012

2012 2011
15. Statement of cash flows $ $
(a) Cash and cash equivalents
Cash assets 537,351 444 701
(b) Reconciliation of profit after tax to
net cash provided from/(used in) operating activities
Profit after income tax 102,931 119,708
Non cash items
- Depreciation 23,537 19,397
- Amortisation 10,000 10,000
Changes in assets and liabilities
- (Increase) decrease in receivables 2,603 (9,629)
- Increase (decrease) in payables (9,261) 25,416
- Increase (decrease) in provisions 8,892 (627)
- Increase (decrease) in income tax payable / refundable (3,612) (564)
Net cashflows from/ (used in) operating activities 135,090 163,701
16. Director and Related Party Disclosures
The names of directors who have held office during the financial year are:
Graham Manson Ludecke
Glenyss Airdrie Barnes (resigned 23 April 2012)
Michael John Davies
Glen Hay Kruger
Helen Diana Searle
lan Richard Siebert
Campbell John Sinclair
Kim Visek-Johnson (resigned 8 August 2011)
During the year a payment of $5,930 was made to Campbell Sinclair (Director) for consultancy
services relating to recovery of costs in regard to the train incident. Other than this payment and
Directors fees detailed below no Director has received or become entitled to receive, during or
since the financial year, a benefit because of a contract made by the company, controlled
entity or related body corporate with a financial interest.
Directors shareholdings / fees Fees Shareholding
2012 2011 2012 2011
$ $
Graham Manson Ludecke 3,000 3,000 6.500 6,500
Glenyss Airdrie Barnes (resigned 23 April 2012) 2,000 2,400 3,000 3,000
Michael John Davies 2.400 2,400 1,000 1,000
Glen Hay Kruger 2,400 600 - -
Helen Diana Searle 1,900 600 -
lan Richard Siebert 1,800 2,400 - -
Campbell John Sinclair 2,300 1,800 1,500 1,500
Kim Visek-Johnson (resigned 8 August 2011) 200 600 - -

There was no movement in director shareholdings during the year.
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Sandringham Community Financial Services Limited
ABN 86 099 131 192
Notes to the Financial Statements
for the year ended 30 June 2012

Each share held has a paid up value of 85 cents (2011: 85 cents) and are fully paid. The above holdings
are held personally or in associated entities.
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Sandringham Community Financial Services Limited
ABN 86 099 131 192
Notes to the Financial Statements
for the year ended 30 June 2012

17. Events after the reporting period

Since balance date, the world financial markets have shown volatility that may have an impact on
investment earnings in the 2012/2018 financial year. The company continues to maintain a
conservative investment strategy to manage the exposure to market volatility.

There have been no other events after the end of the financial year that would materially affect the
financial statements.

18. Contingent liabilities and assets

There were no contingent liabilities or assets at the date of this report to affect the financial statements.

19. Operating segments

The company operates in the financial services sector where it provides banking services to its
clients. The company operates in one geographic area being Sandringham, Victoria. The

company has a franchise agreement in place with Bendigo & Adelaide Bank Limited who account for 100%

of the revenue (2011: 100%).
20. Corporate information

Sandringham Community Financial Services Limited is a Company limited by shares incorporated
in Australia whose shares are publicly traded on the National Stock Exchange.

The registered office and principal place of business is:

75 Station Street
Sandringham Victoria 3191

2012 2011
21. Earnings per share $ $
Basic earnings per share amounts are calculated by dividing profit
after income tax by the weighted average number of ordinary shares
outstanding during the year.
Diluted earnings per share amounts are calculated by dividing profit
after income tax by the weighted average number of ordinary shares
outstanding during the year (adjusted for the effects of any dilutive options or
preference shares).
The following reflects the income and share data used in the basic and
diluted earnings per share computations:
Profit after income tax expense 102,931 119,708
Weighted average number of ordinary shares for basic
and diluted earnings per share 610,008 610,008
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2012 2011
22. Dividends paid or provided for on ordinary shares $ $
(a) Dividends paid during the year
(i) Previous year final
Franked dividends - 6 cents per share (2011: 6 cents per share) 36,601 36,601
36,601 36,601
(b) Franking credit balance
The amount of franking credits available for the subsequent financial year are:
- Franking account balance as at the end of the financial year. 75,860 50,985
- Franking credits that will arise from the payment / (refund) of income tax
payable as at the end of the financial year 4717 17,329
80,577 68,314

The tax rate at which dividends have been franked is 30% (2011: 30%).
23. Restatement of prior year tax balances

The entity had made a provisional estimate of its tax asset at the 30 June 2011 financial year. On

finalisation of its 2011 tax return, that provisional estimate has now been corrected. The variance is due to

a change in the estimate of the tax benefit attributed to an investment allowance, and the correction of an
accounting calculation error made when calculating that invesment allowance. The total adjustment attributable
to this is $66,552. In addition, a tax benefit of $9,000 was identified relating to allowable franchise fee
deductions not previously claimed. The net effect of these two errors is $57,552.

Original Restated
June 2011 June 2011 Difference
$ $ $
Current tax refundable 15,190 - 15,190
Deferred tax asset 34,033 - 34,033
Tax payable - 8,329 8,329

Retained earnings 184,143 126,591 (57,552)
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24. Financial risk management

The company's financial instruments consist mainly of deposits with banks, account receivables and

payables, bank overdraft and loans.
The totals for each category of financial instruments measured in accordance with AASB 139 are as follows:

2012 2011
Note $ $

Financial Assets

Cash & cash equivalents 6 537,351 444 701
Receivables 7 104,614 107,217
Total Financial Assets 641,965 551,918
Financial Liabilities

Payables 11 37,107 46,368
Total Financial Liabilities 37,107 46,368

Financial Risk Management Policies

The Board of Directors has overall responsibility for the establishment and oversight of the risk
management framework. The Board has established an Audit Committee which reports regularly to the
Board. The Audit Committee is assisted in the area of risk management by an internal audit function.

Specific Financial Risk Exposure and Management

The company has exposure to credit risk, liquidity risk and market risk from their use of financial
instruments. There have been no substantive changes in the types of risks the company is exposed to,
how the risks arise, or the Board's objectives, policies and processes for managing or measuring

the risks from the previous period.

{a) Credit Risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations. For the company it arises from receivables and cash assets.

The maximum exposure to credit risk at reporting date to recognised financial assets is the carrying amount
of those assets as disclosed in the Statement of Financial Position and notes to the financial statements.
The company's maximum exposure to credit risk at reporting date was:

Carrying Amount

2012 2011
$ $
Cash and cash equivalents 537,351 444 701
Receivables 104,614 107,217

641,965 551,918

The company's exposure to credit risk is limited to Australia by geographic area. The majority of
receivables are due from Bendigo and Adelaide Bank Limited.

None of the assets of the company are past due (2011: nil past due) and based on historic default rates, the
company believes that no impairment allowance is necessary in respect of assets not past due.

The company limits its exposure to credit risk by only investing in liquid securities with Bendigo and
Adelaide Bank Limited.
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(b) Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. The
company ensures it will have enough liquidity to meet its liabilities when due under both normal and stressed
conditions. Liquidity management is carried out within the guidelines set by the Board.

Typically, the company maintains sufficient cash on hand to meel expected operational expenses, including
the servicing of financial obligations. This excludes the potential impact of extreme circumstances that cannot
reasonably be predicted, such as natural disasters.

Financial liability and financial asset maturity analysis

Within 1to Over

Total 1 year 5 years 5 years
30 June 2012 $ $ $ $
Financial Liabilities due for payment
Payables (37,107) (37,107) - .
Loans and borrowings - - - -
Total expected outflows (37,107) (37,107) - -
Financial Assets - cashflow realisable
Cash & cash equivalents 587,351 537.351
Receivables 104,614 104,614
Total anticipated inflows 641,965 641,965 - -
Net (Outflow)/Inflow on
financial instruments 604,858 604,858

Within 1to Over

Total 1 year 5 years 5 years
30 June 2011 $ $ $ $
Financial Liabilities due for payment
Payables (46,368) (46,368)
Loans and borrowings - - - -
Total expected outflows (46,368) (46,368) - -
Financial Assets - cashflow realisable
Cash & cash equivalents 444 701 444701
Receivables 107.217 107,217
Total anticipated inflows 551,918 551,918 - -
Net (Outflow)/Inflow on
financial instruments 505,550 505,550

Financial assets pledged as collateral

Two term deposits totalling $24,050 were held as security in regard to lease commitments as at June 30 2012
(2011: $10,750).
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(c) Market risk

Market risk is the risk that changes in market prices, such as interest rates, will affect the company's income
or the value of its holdings of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters.

Interest rate risk is that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The company reviews the exposure to interest rate risk as part of the
regular board meetings.

Sensitivity analysis

At the reporting date the interest rate profile of the com pany's interest bearing financial instruments was:

Carrying Amount

2012 2011
Fixed rate instruments $ $
Financial assets 484,208 401,219

Financial liabilities

484,208 401,219

Floating rate instruments

Financial assets 53,143 43,482
Financial liabilities

53,143 43,482

Fair value sensitivity analysis for fixed rate instruments
The company does not account for any fixed interest rate financial assets or liabilities at fair value through profit
or loss. Therefore a change in interest rates at the reporting date would not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have no impact on profit or retained
earnings. For the analysis performed on the same basis as at 30 June 2011 there was also no impact. As at

both dates this assumes all other variables remain constant.

The company has no exposure to fluctuations in foreign currency.

(d) Price risk

The company is not exposed to any material price risk.

Fair values

The fair values of financial assets and liabilities approximate the carrying values as disclosed in the

Statement of Financial Position. Fair value is the amount at which an asset could be exchanged, or liability settled,

between knowledgeable, willing parties in an arm's length transaction. The company does not have any
unrecognised financial instruments at year end.
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Capital management

The Board's policy is to maintain a strong capital base so as to sustain future development of the company. The
Board of Directors monitor the return on capital and the level of dividends to shareholders. Capital is represented
by total equity as recorded in the Statement of Financial Position.

In accordance with the franchise agreement, in any 12 month period, the funds distributed to shareholders shall
not exceed the Distribution Limit.

(i) the Distribution Limit is the greater of:
(a) 20% of the profit or funds of the Franchisee otherwise available for distribution to
shareholders in that 12 month period; and
(b) subject to the availability of distributable profits, the Relevant Rate of Return multiplied by
the average level of share capital of the Franchisee over that 12 month period; and
(i) the Relevant Rate of Return is equal to the weighted average interest rate on 90 day bank
bills over that 12 month period plus 5%.

The Board is managing the growth of the business in line with this requirement. There are no other externally
imposed capital requirements, although the nature of the company is such that amounts will be paid in the form
of charitable donations and sponsorship. Charitable donations and sponsorship paid for the year ended 30 June
2012 can be seen in the Statement of Comprehensive Income.

There were no changes in the company's approach to capital management during the year.
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In accordance with a resolution of the directors of Sandringham Community Financial Services Limited,
the directors of the company declare that:

1 the financial statements and notes of the company as set out on pages 6 to 23 are
in accordance with the Corporations Act 2001 and:

(i)  comply with Australian Accounting Standards, which as stated in accounting
policy Note 1(a) to the financial statements constitutes compliance with
International Financial Reporting Standards (IFRS); and

(i)  give a true and fair view of the company's financial position as at 30 June 2012
and of the performance for the year ended on that date;

2 in the directors’ opinion there are reasonable grounds to believe that the company
will be able to pay its debts as and when they become due and payable.

Graham Maﬁson Ludecke
Chairman

Signed at Sandringham, Victoria on 20 September 2012.
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF SANDRINGHAM COMMUNITY FINANCIAL SERVICES
LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Sandringham Community Financial
Services Limited, which comprises the statement of financial position as at 30 June 2012,
the statement of comprehensive income, the statement of changes in equity and the
staternent of cash flows for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information and the directors’ declaration of the
company for the year ended 30 June 2012.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the
Corporations Act 2001 and for such internal control as the directors determine is necessary
to enable the preparation of the financial report that is free from material misstatement,
whether due to fraud or error. In Note 1(a), the directors also state, in accordance with
Accounting Standard AASB 101: Presentation of Financial Statements, that the financial
statements comply with International Financial Reporting Standards (IFRS).

Auditor's Responsibility

Qur responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. Those standards
require that we comply with relevant ethical requirements relating to audit engagements
and plan and perform the audit to obtain reasonable assurance whether the financial report
is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the company’s preparation of the financial report in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the company’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the
overall presentation of the financial report.

Richmond Sinnott & Delahunty ' - Partners:

ABN 60 616 244 309 Warren Sinnott Philip Delahunty

Liability limited by a scheme Cara Hall Kathic Teasdale
Brett Andrews David Richmond

approved under Professionz!
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor's Opinion
In our opinion:

(a) the financial report of Sandringham Community Financial Services Limited is
in accordance with the Corporations Act 2001, including:

(i) givinga true and fair view of the company’s financial position as at
30 June 2012 and of its performance for the year ended on that date; and

(i) complying with Australian Accounting Standards and the Corporations
Regulations 2001; and

(b) the financial report also complies with the International Financial Reporting
Standards as disclosed in Note 1(a).

RICHMOND SINNOTT & DELAHUNTY
Chartered Accountants

/=

Philip Delahunty
Partner

Dated at Bendigo, 20" September 2012



