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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Directors’ Report

Your Directors submit the financial report of the company for the financial year ended 30 June 2008.

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

Mr Alan Broadbent Mr Keith Borthwick

Chairman Secretary

Occupation: Motel proprietorffarmer Occupation: Solicitor

Mr David Graham Mr Martin Swanson

Director Director

Occupation: Business proprietor Occupation: Business Proprietor

Mr Eric Underwood Mr David Wadey

Director ‘ Directar

Occupation: Manager Occupation: Real Estate Agent

Mrs Michele Ripper Ms Sarah Bardsley

Director Director

Occupation: Dance tnstructor Qccupation: Marketing & Communications Manager
Mrs Anne Hellyer Mr Donald Kube

Director Director

Occupation: Marketing & Communications Manager Occupation: School Camp Project Manager

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

No Directors have material intérests in contracts or proposed contracts with the company.
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 activilies during the year,

Operating Results

Operations have continued to perform in line with expectations. The profit of the company
for the financial year after provision for income tax was $56,974 (2007: $22,299).

Year Ended 30 June 2008
Dividends Cents Per Share L

Dividends paid in the year 6 27,001
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Heyfield & District Community Finangial Services Limited
ABN 96 094 854 949
Directors' Report

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 finangial year under review not otherwise disclosed in this

report.
Significant events after the balance date

There are no 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
resuits of those operations or the state of affairs of the company, in future years.

Likely Davelopments

The company will continue its policy of providing banking services to the community.
Directors” Benefits

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 Director, a firm which a Director is a member or an entity in which a
Director has a substantial 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.

Indemnification and Insurance of Directors and Officers

The company has indemnified all Directors and the Manager in respect of liabilities to other
persons (other than the company or related body corporate) that may arise from their position as
Directors or Managers of the company except where the liability arises out of conduct invelving
the lack of good faith.

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 or a related body corporate.
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Directors' Report

Directors Meatings

The number of Directors meetings attended by each of the Directors of the company during the
year were:

Number of Meetings Held: 19

Number of Meetings Attended;

Mr Alan Broadbent 18
Mr David Graham 15
Mr Eric Underwood 17
Mrs Michele Ripper 18
Mrs Anne Hellyer 12
Mr Keith Borthwick 19
Mr Martin Swanson 18
Mr David Wadey 14
Ms Sarah Bardsley 17
Mr Donald Kube 11
Company Secretary

Keith Borthwick has been the company secretary of Heyfield & District Community Financial Services Lid
for six years. Keith Borthwick has been a legal practitioner for 31 years.

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

(a) The establishment of an audit committee. Members of the audit committee are
David Graham, Alan Broadbent and Martin Swanson,
{b} Director approval of operating budgets and monitoring of progress against these budgets;
(c) Ongoing Director training; and
{d) Director meetings to discuss performance and sirategic plans.
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Heyfield & District Community Financial Services Limited
ABN 96 094 554 949
Directors’ Report
Auditor Independence Declaration

The directors received the following declaration from the auditor of the company:

Richmond Sinnott & Delahunty

Chartered Accountants

U'FL=178 Metvor Ka
PO Box 30
Bendigo. 3532
Ph, 035443 1177
Fax. 03 3ddd 4344
E~-muil:
vauka) vadadvisors. contAu

Auditor's Independence Declaration

In relation to cur audit of the financial report of Heyfield & District Community Financial Services Lid for
the financial year ended 30 June 2008, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence reguirements of the Corporations Act 2001 or any applicable
code of professional conduct.

Warren Sinnott

Partner

Richriond Sinnott & Delahunty
11 Septembar 2008

Signed in accordance with a resolution of the Board of Directors at Heyfield, Victoria on 11 Seplember 2008.

Alan Broadbent, Chairman
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Directors Declaration

In accordance with a resolution of the directors of Heyfield & District Gomrmunity Financial Services Limited,
[ state that:
In the opinion of the directors:

(@) the financial statements and notes of the company are in accordance with the
Corporations Act 2001, including:

() giving a true and fair view of the company's financial position as at 30 June 2008
and of their performance for the year ended on that date; and

(i) complying with Accounting Standards In Australia and Corporations Regulations 2001; and

(b) thera are reascnable grounds to believe that the company will be able to pay its
debts as and when they bacoms dug and payable; and

(c) this declaration has been made after receiving the declarations required to be made to the
directors in accordance with section 296A of the Corporations Act 2001 far the financial year
ending 30 June 2008,

A Dot

Alan Broadbant, Chairman

Signed at Heyfield, Victoria on 11 September 2008

a2
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Heyfield & District Community Financial Services Limited

AEN 96 094 854 949
Income Statement
For the year ended 30 June 2008

Revenue from ordinary activities

Employee benefits expense

Depreciation and amortisation expense

Charitable donations and sponsorship

Other expenses from ordinary activities

Profit before income tax ex

Incomne tax expense

pense

Profit after income tax expense

Earnings per share (cents per share)

- basic for profit for the year
- diluted for profit for the year
- dividends paid per share

The accompanying notes form part of these financial statements
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2008 2007
$ $
586,941 496,779
(240,802)  (218,185)
(16,585) (15,606)
(119,429) (91,000)
(131,823)  (137,783)
77,202 34,205
20,208 11,006
56,974 22,299
12.68 4.96
12.66 4.96
6.00 5.00
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 349
Balance Sheet
As at 30 June 2008
2008 2007
Notes $ $
Current Assets
Cash assets g 247,576 223,582
Prepayments 2,238 3,130
Current tax refundable 4 - 2,400
Receivables 7 52,5156 43 318
Total Current Assets 302,327 272,430
Non-Current Assets
Property, plant and equipment 8 244,234 121,748
Intangible assets 9 5,781 7.786
Total Non-Current Assets 250,015 129,534
Total Assets 552,342 401,964
Current Liabilities
Payables 10 29,764 40,525
Current tax liability 4 11,668 -
Provisions 11 12,121 16,449
Total Current Liabilities 53,553 56,974
Total Liabilities 53,553 56,974
Net Assais 498,789 344 990
Equity
Share capital 12 450,009 450,009
Asset revaluation reserve 13 123,826 -
Accurnulated losses 14 (75,046) (105,019)
Total Equity 498,789 344,990

The accompanying notes form part of these financial statements

6
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Heyfield & District Community Financial Services Limited
AEN 96 094 854 849
Cash Flow Statement
For the year ended 30 June 2008

2008 2007

Notes $ $
Cash Flows From Operating Activities
Cash receipts in the course of operations 614,970 535,736
Cash payments in the course of operations (653,265) (511,089)
interest received 8,690 9,746
Incoma tax paid (6,160) (33,865)
Net cash flows from operating activities 15k 64,235 528
Cash Flows From Investing Activities
Payments for property, plant and equipment (13,240) (6.451)
Net cash flows used in investing activities (13.240) (6,451)
Cash Flows From Financing Activities
Dividends paid (27,001) (22,500)
Net cash flows used in financing activities (27,001) (22,800)
Net increase / (decrease) in cash held 23,994 (28.423)
Add apening cash brought forward 223,582 252,005
Closing cash carried forward 15a 247,576 223,582

The accompanying notes form part of these financial staterments

7
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Statement of Changes in Equity

As at 30 June 2008
2008 2007
$ $
SHARE CAPITAL
Ordinary shares
Balance at start of year 450,009 450,009
Issue of share capital - -
Share issue costs - -
Balance at end of year 450,009 450,009
RETAINED EARNINGS / (ACCUMULATED LOSSES)
Balance at start of year (105,019) (104,818)
Profit after income tax expense 56,974 22,299
Dividends paid (27,001) (22,500)
Balance at end of year (75.046) (105,019)

The accompanying notes form part of these financial statements

8
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

1. Basis of preparation of the Financial Report
{a) Basis of accounting

The financial report is a general purpose financial report, which has been prepared in accordance with
the requirements of the Corporations Act 2001 and applicable Australian Accounting Standards and
other mandatory professional reporting requirements.

The finangial report has been prepared on an accruals basis and is based on historical costs (except for
land and buildings and available-for-sale financial assets that have been measured at fair value) and does
not take into account changing money values or, except where stated, current valuations of non-current
assets. Cost is based on the fair values of the consideration given in exchange for assets.

The financial report was authorised for issue by the directors on 11 September 2008.

(b} Statement of compliance

The financial report complies with Australian Accounting Standards, which include Australian
equivalents to International Financial Reporting Standards (AIFRS"). Compliance with AIFRS ensures
that the financial report, comprising the financial statements and notes thereto, complies with
International Financial Reporting Standards ('IFRS'). Australian Accounting Standards that have been
recently issued or amended, but are not yet effective, have not been adopted in the preparation of this
financial report.

(c) Significant accounting policies

The following is a summary of the material accounting policies adopted. The accounting policies have
been consistently applied and are consistent with those applied in the 30 June 2007 financial statements.

Income tax

Deferred income tax is provided on all temporary differences at the balance sheet 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 assels and unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced 1o the extent that it is no ionger probable that sufficient taxable profit will be available
to allow all or part of the deferred income tax asset ta 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.
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949

Notes to the Financial Statements
for the year ended 30 June 2008

1. Basis of preparation of the Financial Report (continued)
Property, plant and equipment

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

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 fixed assels Depreciation rate (%)
Plant and equipment 10%
Buildings 2.5%
Furniture and fittings 10%

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 accurnulated 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,

Any revaluation surplus is credited to the asset revaluation reserve included in the equity section
of the balance sheet unless it reverses a revaluation decrease of the same asset previously
recagnised in the income statement.

During the half year the directors unanimously agreed to bring to account land and buildings at
current market value of $187,500 on the basis of an independent valuation prepared by Central
Gippsland Valuations on 21 December 2007.

A revaluation surplus of $123,826 has been creditéd to the asset revaluation reserve
included in the equity section of the balance sheet.

Any revaluation deficit is recognised in the income statement unless it directly offsets a previous
surplus of the same asset in the asset revaluation reserve.

An annual transfer from the asset revaluation reserve is made to retained earnings for the
depreciation relating to the revaluation surplus.

10
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

1. Basis of preparation of the Financial Report (continued)

Recoverable amount 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.

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 balance sheet. Cash flows are inciuded in the cash flow
statement 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.

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

balance date. The provision has been calculated on undiscounted amounts based on wage and salary
rates expecled to be paid and includes related on-costs.

The company contributes to a defined contribution plan. Contributions to employee superannuation
funds are charged against income as incurred.

Intangibles

Establishment costs have been initially recorded at cost and amortised on a straight line basis at
a rate of 20% pér annum.

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

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

Comparative Figures

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

1



23-03-"88 15:55 FROM-2DAMS & PUND MAFFRA B351473211 T-567 PBZ@/829 F-T92

Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Finangial Statements
for the year ended 30 June 2008

1. Basis of praparation of the Financial Report (continued)
Revanue

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

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

o the company.

Interest Bearing Liabilities

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

Provisions are recognised when the economic entity 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 ¢an 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.

Contributed 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.

2. Revenue from ordinary activities 2008 2007

3 $
Operating activities
- services commissions 574,660 485,636
Total revenue from operating aclivities 574,660 485,636
Non-operating activities:
- interest received 8,690 9,746
- other revenue 2,501 1,397
Total revenue from non-operating activities 11,281 11,143

Total revenue from ordinary aclivities 685,911 496,779

12
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

3. Expenses 2008 2007

$ H
Employee benefits expense
- wages and salaries _ 203,939 196,522
- superannuation costs 17,580 13,691
- workers' compensation costs 527 470
- other costs 18,756 7,502

240,802 218,185

Depreciation of non-current assets:

- plant and equipment 13,198 12,227

- leasehold improvements 1,382 1.379

Amortisation of non-current assets:

- intangibles 2,005 2,000
16,685 15,606

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% 23,161 10,261
Add / (less) tax effect of;

- Non-deductible / (other deductible) expenses (1,863) 1,645
- Prior year overprovision of tax (1,070) -
Current income tax expense 20,228 11,906
Income tax expense 20,228 11,806
Tax liabilities

Current tax payable / (refundable) 11,668 (2,400)

5. Auditors' Remuneration

Amounts received or due and receivable by Richmond,

Sinnott & Delahunty for:
- Audit or review of the financial report of the company 3,650 3,650

13
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statermnents
for the year ended 30 June 2008

2008 2007
6. Cash Asseats & $
Cash at bank and on hand 3,318 22,984
Deposits at call 244,258 200,598
247 576 223,582
7. Receivablas
Trade debtors 52,515 43,318
8. Property, Plant and Equipment
Land
Freehold land at cost 17,500 17,500
Buildings & improvemenis
At cost 55,145 55,145
Revalyation # 123,826 -
Less accumulated depreciation (9,657} (8,275)
169,314 46,870
Plant and equipment
At cost 19,015 14,910
Less accumulated depreciation (4,844) (3.044)
14,171 11,866
Fumiture & Fittings
At cost 119,435 110,300
Less accumulated depreciation {76,186) (64,788)
43 249 45,512
Total written down amount 244,234 121,748
# Based on valuation (excluding land) by Central Gippsland Valuations - refer
note 1 for more details.
Movements in carrying amounts
Building
Carrying amount at beginning of year 46,870 48,249
Revaluation 123,826 -
Depreciation expense (1,382) (1,379)
Carrying amount at end of year 169,314 46,870
Piant and equipment
Carrying amount at beginning of year 11,866 9,024
Additions 4,105 4,187
Depreciation expense {1,800) {1,345)
Carrying amount at end of year 14,171 11,866
Furnilure & Fittings
Carrying amount at beginning of year 45,512 54,130
Additions 9,135 2,264
Less depreciation expense {11,398) {10,882)
Carrying amount at end of year 43,249 45,512

14
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Heyfield & District Community Financial Services Limited
ABN 95 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

2008 2007
9. Intangible Assets $ $
Franchise Fee
At cost 60,000 60,000
Less accumulated amortisation (54,219) (52,214)
5,781 7,786

10. Payables
Trade creditors 27,084 37,825
Accrued audit fee 2,700 2,700

29,764 40,525
11. Provisions
Employee benefits 12,121 16,449
Number of employees at year end 4 5
12. Share Capital
Ordinary shares fully paid of $1 each 450,009 450,009
13. Asset Revaluation Reserve
Asset revaluatoin reserve # 123,826 -
# Based on valuation {excluding land) by Central Gippsland Valuations - refer
note 1 for more details.
14. Retained Earnings/{Accumulated Losses)
Balance at the beginning of the financial year (105,019) (104.818)
Dividends paid (27.004) (22,600)
Profit after income tax 56,974 22,299
Balance at the end of the financial year (75,046) (105,019)
15. Cash Flow Statement
(a) Roconciliation of cash
Cash assets 3,318 22,984
Deposit at call 244,258 200,598

247 576 223,582

15



23-03-"0B8 15:56 FROM-2DAMS & PUND MAFFRA B351473211 T-567 PR24/829 F-792

Heyfield & District Community Financial Services Limited
AEN 96 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

2008 2007

1§. Cash Flow Statement {continued) $ $
(b) Reconciliation of profit after tax to

net cash from/(used in) operating activities
Profit after income tax 56,974 22,299
Non cash items
- depreciation 14,580 13,606
- amortigation 2,005 2,000
Changes in assets and liabilities
- (increase) decrease in receivables / prepayments (8,303) (960)
- increase (decrease) in payables (10,761) (14,065)
- increase {(decrease) in provisions (4,328) (403)
- increase (decrease) in income tax payable / (refundable) 14,068 (21,949)
Net cashflows from operating activities 64,235 528

16. Director and Related Party Disclosures
The names of directors who have held office during the financial year are:

Mr Alan Broadbent
Mr David Graham
Mr Eric Underwood
Mrs Michele Ripper
Mrs Anne Hellyer
Mr Keith Borthwick
Mr Martin Swansoen
Mr David Wadey
Ms Sarah Bardsley
Mr Donald Kube

No related party transaction occurred during the year.

No director's fees have been paid as the positions are held on a voluntary basis.

16
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

16. Director and Related Party Disclosures (continuad)

Directors shareholdings 2008 2007

Mr Alan Broadbent 10,001 10,001
Mr David Graham 5,00% 5,001
Mr Eric Underwood 10,000 10,000
Mrs Michele Ripper 1,000 1,000
Mrs Anne Hellyer - -
Mr Keith Borthwick 1,001 1,001
Mr Martin Swanson 5,000 5,000
Mr David Wadey - -
Ms Sarah Bardsley 10,000 -
Mr Donald Kube 4,000 4,000

Other than the purchase of shares by Sarah Bardsley there was no movement in directors shareholdings
during the year. Each share held has a paid up value of $1 and is fully paid.

17. Subsequent Events

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

18. Contingent Liabilities
There were no contingent liahilities at the date of this report to affect the financial statements.
19. Segment Reporting

The ecanomic entity operates in the financial services sector were it provides banking
services to its clients. The economic entity operates in one geographic area being
Heyfield and district, Victoria.

20. Corporate Information

Hevfield & District Community Financial Services Lid is a company limited by shares incorporated
in Australia whose shares are publicly traded on the Bendigo Stock Exchange.

The registered office of the company is:
170 Johnson Street
Maffra Victoria 3860
The principal place of business is:
54-56 Temple Street
Heyfield Victoria 3858

17
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Hayfield & District Community Finangial Services Limited
AEN 96 094 854 949
Notes to the Financial Statements
for the year ended 30 June 2008

21. Dividends paid or provided for on ordinary shares 2008 2007
$ $
(a) Dividends paid during the year
Previous year final
Franked dividends - 6 cents per share (2007: 5 cents) 27,001 22,500

(b) Dividends proposed and not recegnised as a liability
Franked dividends - 7 cents per share (2007: 6 cents) 31,601 27,001

(c) 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 at 30% 19,344 24,756
- Franking credits that will arise from the payment of income tax payable /
{refundable) as at the end of the financial year 11,668 (2,400)
31,012 22 356

The tax rate at which dividends have been franked is 30% (2007: 30%).
22. 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 eamings 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 eamings per share computations:

Profit after income tax expense 56,974 22,280

Weighted average number of ordinary shares for basic
and diluted earnings per share 450,009 450,009

18
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
For the year ended 30 June 2003

23. Financial risk management
The Company has exposure to credit risk, liquidity risk and market risk from their use of financial instruments.

This note presents information about the Company's exposure to each of the above risks, their objectives,
policies and processes for measuring and managing risk, and the management of capital.

The Board of Directors has overall responsibility for the establishment and oversight of the risk managernent
framewgrk. 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 and external audit function.

(a) Credit Risk

Credit risk is the risk of financial loss to the Company if & 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 balance date to recognised financial assets is the carrying amount of
those assels as disclosed in the Balance Sheet and notes to the financial statements. The Company's
maximum exposure to credit risk at reporting date was:

Carrying Amount
2008 2007
$ $
Cash assets 247,576 223,582
Receivables 52,515 43,318

__ 300,091 266,900

The Company's exposure to credit risk is limited to Australia by geographic area. The entire balance of
receivables is due from Bendigo and Adelaide Bank Ltd.

None of the assets of the Company are past due (2007 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 Lid.

{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 meet expected operational expenses, inciuding

the servicing of financial obligations. This excludes the potential impact of extreme circumstances that cannot
reasonably be predicted, such as natural disasters,
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
For the year ended 30 June 2008

23. Financial risk management (continued)

The following are the estimated contractual maturities of financial liabilities, including estimated interest
payments.

Carrying Contractual 1 year over1to  more than
amount  cash flows or less 5 years S years
30 June 2008 $ $ $ $ $
Payables 20,764 (29,764) (29,764) - -
29,764 (29.764) _ (29,764) - -
30 June 2007
Payables 40,526 (40,525) (40,525) - -

40,525 (40,525) (40,525) - -

(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 haldings of financial instruments. The chjective of market risk management is to manage
and control market risk exposures within acceptable parameters.

Interest Rate Risk

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 Company's interest bearing financial instruments was:

Carrying Amount

2008 2007
Fixed rate instruments $ 3
Financiaj assets 244,258 200,558

Financial liabilities

244,258 200,598

Variable rate instruments

Financial assets 3,318 22,984
Financial liabilities

3,318 20,984

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
eamings. For the analysis performed on the same basis as at 30 June 2007 there was also no impact. As at
both dates this assumes all other variables remain constant.
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Heyfield & District Community Financial Services Limited
ABN 96 094 854 949
Notes to the Financial Statements
For the year ended 30 June 2008

23. Financial risk management (continued)
{d) Net fair values

The net fair values of financial assets and liabilities approximate the carrying values as disclosed in the Balance
Sheet. The Company does not have any unrecognised financial instruments at year end.

{e) 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 Balance Sheet.

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
(ii) 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 ling 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 sponsaorship paid for the year ended 30 June
2008 can be seen in the Income Statement.

There were ho changes in the Company's approach to capital management during the year,
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Richmond Sinnott & Delahunty

Chartered Accountants

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF HEYFIELD & DISTRICT COMMUNITY [hves! o
FINANCIAL SERVICES LIMITED Warren J Sinnett
Philip P Delahuaty
Brett A Andrews

SCOPE
The firiancial report comprises the balance sheet, income statement, statement of changes

in equity, cash flow statement, accompanying notes to the financial statements, and the
directors’ declaration for Heyfield & District Community Financial Services Limited, for
the year ended 30 June 2008.

The directors of the company are responsible for preparing a financial report that gives a
true and fair view of the financial position and performance of the company, and that
complies with Accounting Standards in Australia, in accordance with the Corporations
Act 2001, This includes responsibility for the maintenance of adequate accounting records
and internal controls that are established to prevent and detect frand and error, and for the
accounting policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the finaneial report in order to express an opinion
on it to the members of the company. Our audit has been conducted in accordance with
Australian Auditing Standards in order to provide reasonable assurance as to whether
the financial report is free of material misstatement. The nature of an audit is influenced
by factors such as the use of professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been
detected.

We performed procedures to assess whether in all material respects the financial report
presents fairly in accordance with the Corporations Act 2001, including compliance
with Accounting Standards in Australia, and other mandatory financial reporting
requirements in Aystralia, a view which is consistent with our understanding of the
company’s financial position, and of its performance as represented by the results of its
operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

¢ examining, on a test basis, information to provide evidence supporting the
amounts and disclosures in the financial report; and

 assessing the appropriateness of the accounting policies and disclosures used and
the reasonableness of significant account estimates made by the direciors.

While we considered the effectiveness of management’s internal controls over financial
reporting when determining the nature and extent of our procedures, our audit was not
designed to provide assurance on internat controls. ‘

We performed procedures to assess whether the substance of business fransactions was
accurately reflected in the financial report. These and our other procedures did not
include consideration or judgement of the appropriateness or reasonableness of the
business plans or strategies adopted by the directors and management of the company.

Waadbury Court, 172 Mclvar Road Bendige 3550. PO Box 30 Bendigo 3552. I'h; (03} 5443 1177, Fux: (03) 5444 4344, Email: rsd@radndvicors.con.ay
ABN 60 616 244 309
Liability limited by a schome approved under Professionnl Standards Leglslation
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INDEPENDENCE
We are independent of the company, and have met the independence requirements of
Australian professional ethical pronouncements and the Corporations Act 2001.

AUDIT OPINION

In our opinion, the financial report of Heyfield & District Comnunity Financial Services
Limited is in accordance with:

(a) the Corporations Act 2001 including:

(i) giving a true and fair view of the company’s financial position as at
30 June 2008 and of its performance for the year ended on that date; and

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

(b) other mandatory professional reporting requirements in Australia.

)g\ chonon jm;—o#“ 4 /Jt-lcrhmf?

RICHMOND SINNOTT & DELAHUNTY
Chartered Accountanis

ot

W. J. SINNOTT
Parter
Bendigo

Date: 11 September 2008
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Richmond Sinnott & Delahunty

Chartered Accountants

Partners:
Kenneth J Richmond

' Warren J Sinnott
11 September 2008 Philip P Delahunty
Brett A Andrews
The Directors
Heyfield & District Community Financial Services Ltd
54-56 Temple Street
Heyfield Victoria, 3858

Dear Directors
Auditor’s Independence Declaration

In relation to our audit of the financial report of Heyfield & District Community Financial
Services Limited for the year ended 30 June 2008, to the best of my knowledge and belief,
there have been no contraventions of the auditor independence requirements of the
Corporations Act 2001 or any applicable code of professional conduct.

St

‘Warren Sinnoit
Partner
Richmond Sinnott & Delahunty

Waadbuiy Court, 172 Melver Rond Bendfigo 3550. PO Box 30 Bendigo 3552, Fh: (03).5443 1177, Fax: (03) 5444 4344, Email: red(@rsdudvisars.com.un

ABN 60 616 244 308
Linbility limited by a scheme approved under Professlanal Standards Legistation
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Richmond Sinnott & Delahunty

Chartered Accountants

Pariners:

Kenneth J Richmond
Warren J Sinnott
Philip P Belahunty
Brett A Andrews

11 SBeptember 2008

The Directors

Heyfield & District Communmity Financial Services Ltd
54-56 Temple Street

HEYFIELD VIC 3858

Dear Directors

We have now completed our audit of the financial report of Heyfield & District Community
Financial Services Limited for year ended 30 June 2008. Subject to the Board of Directors
adopting the financial report, we are in a position to issue an unqualified audit opinion on the
company’s financial report.

1.  Overview of Audit Approach
Our audit was designed in accordance with Australian Auditing Standards (AUS), which
provides for reasonable, rather than absolute, assurance that the financial report is free of

material misstatement. The nature and scope of the audit work performed was designed to
achieve our primary goal of supporting the audit opinion on the financial report.

2. Operations

2.1 Income Statement

30 June 2008 30 June 2007
$ $
Revenue from ordinary activities 585,911 496,779
Salaries & employment benefits expense (240,802) (218,185)
Depreciation & amortisation expenses (16,585 (15,606)
Charitable donation$ & sponsorship (119,429) (91,000)
Administration and other operating expenses (131,923) (137,783)
Operating profit before income tax 77,202 34,205
Income tax expense 20,228 11,906
Operating profit after income tax 56,974 22,299
2.2 Balance Sheet
- 30 June 2008 30 June 2007
$ $
Current assets 302,327 272,430
Non-current assets 250,015 129,534
Total assets 552,342 401,964
Total liabilities 53,553 56,974
Shareholders’ equity 498,789 344,990

ABM 60 616 244 309
Linbitity linsited by a scheme spproved wnder Prafessional Standacds Legislntion

Woodbury Court, 172 Melvor Rood Bendige 3350. PO Hox 30 Bendige 3552. Pl: {03) 5443 1177, Fax: (03 5444 4344, Emnil; rsd@rsdud\'lisnrs.cum.uu
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3.  Auditing/Accounting Issues

During our audit we noted the following matter that we recommend the directors review prior
to future audits being completed.

3.1 Franchise Fee Deduetibility

You may be aware that in 2007 Bendigo Bank requested PWC to complete a review of the
deductibility of various payments made in relation to establishment and franchise fees paid by
Community Banks. We understand this report has been distributed to all Community Banks
and recommend this report is reviewed before completion of future taxation returns.

As part of our audit this year we sent a copy of this report to Breit Pund.

4. Summary of Audit Differences

There are no material audit differences that have not been included in the financial report for
Heyficld & District Community Financial Services Limited.

5. Other Matters

Our work is not primarily directed towards the discovery of weaknesses or the deteetion of
fraud or other irregularities, other than those that would influence us in forming our audit
opinion. We take this opportunity to thank Brett Pund for his assistance in enabling us to
complete the annual audit.

]

Should you have any queries in relation to the above or any other matters please do not hesitate
to contact either Stephen Brown or myself.

Yours sincerely

Warren Sinnott
Pariner
Richmond Sinnott & Delahunty

B3



