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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 91 096 301 058

Directors’ Report

The Directors present their report together with the financial statements of Kew East Financial
Services Ltd (‘tha company”) for the half year ended 31 December 2007 and the auditors’ review
raport tharaon.

1. Directors in office -

The: directors in office at any time during or sinca the end of the period are:

Name and position heid Qualificatisns ) Experianss

John MeConnell B.Com; Dip Banking; FAICD; FAIM; F Fin Former bank executive, Company Divector
Chair(ratired as Chair

31/12/07)

Sue Allen Dip Bus Studs (Acc); Dip Fin Plarming; Runs awn finaneial planning business

Chair (appointad 4/2/08) CPA (FPS); CA, GFP®; MAICD
Chair of Compliance &
Treasury committee, Chair
of Investment committee,
Traasurer (retired as

Treasurer 4/2/08)

Robert all Barrister & Solicitor Runs own legal practice

Company Gecretary

Shana Fappas Dip Eng (Mach); Masters of Businegs Opetations manager

(Management)

Eric Thomas FCA Chartered accountant

Chair of Community Grants

cammittee

Rod Albury T.R.T.C; B Ed; Dip Art; FRMUAT Ratired, former school principal, member of Kew

_ Community Festival Committee

Alien Borella Runs own automotive business

Ken Franks Hecenzed Land Surveyor Property investor, past chalr of Harp Village
. Busincas Asagcintion

Geoff Thomas, retired Funds management

131107 '

Shona Macinnag Manager Committee mamber of Kew Junier Football Slub

Directors bave been in office since the start of the period unless otherwise stated,

2. Company Secretary

The company secretary is Robert Ball. Mr Ball is 2 practising barrister and solicitor,

3. Principal activities of the company

The company is engaged in operating a barking franchise in Kew East. I provides retail and
commercial banking and financial services, including deposit taking, lending, financing, insurance and
financial planning facilities,

4. Results

The profit of the company, after praviding for income tax of $56,725 (2008:$50,337), amounted to
$132,358 (2006: $86,160) for the half year.
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KEW EAST FINANCIAL. SERVICES LTD
A.B.N. 91 096 301 058

Directors’ Report (cont.)

5. Dividend= paid or declared

A final dividend for 2007 of six cents per share, totalling $28,950, was paid on 30" November 2007,
This dividend was fully frankex,

An interim dividend for 2008 of 6 cents per share, totalling $28.950, is proposed for payment on 300
April 2008. This dividend will be fully franked.

6. Review of Qperations

The company continued ils barking operatlons for the half year ended 31 December 2007. Business
has now passed the $100 million mark. We are the thirteenth Comimunity Bank® in Australia to do
this.

Grants of $ Nil (2008: $18,500) were paid 1o local community groups during the half year, In addition,
grants of $26,552 (2006 $ Nil) were paid from Bendiga Community Enterprise™ Foundation on behalf
of the company from moneys set aside by the company during the previous financial year.

7. Events Subsequent to Balance Date

There has not arisen in the interval between the end of the half year and the date of this report any
other matter or circumstance, which in the apinion of the directors of the company, has significantly
affactad, ar may significantly affect the operatione of the company, the resuits of those operations, or
the state of affairs of the company in the subsequent financial half year.

8. Future developments

The company expects io continue offering banking and financial services to the community in Kew
East and surrcunding areas. The directors are not aware of any specific developments which are
likely to have a significant effact on the operations of the company or the expacted rosults of those
operations,

9. Directors’ insurance

During the haif year, the company has paid premiums to insure the directors and officers of the
compary in respect of liabilitias to other persons that may arise as a result of their position as directors
or officers of the company The amount of the premiums and nature of the liabilitics are subject to a
confidentiality clause in the insurance policy.,

10. Related party transactions

An entity assoclated with Sue Allen has received payments of $4,400 (2006: $4,950) during the half
year for accounting services rendered on commercial terms and conditions.

No other director has received a payment.
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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 91 096 301 058

Directors’ Report {cont.)

11. Directoras Mectinga

Number of meetings held and attended;

MBuard Commitieas
Marketing Community Grants Invegtments
Held Attended e ible | Attended | Eligible | Atiended | Eligible | Attended |
o attend 0 attend to attend

John McConnell 6 5
Sue Allen 6 4
Shane Pappas 5] q o
Rabert Bal 6 5
Rod Albury 6 ‘ 5 1 1
Allen Borelia 6 4
Ken Franks & 5 o
Gaoff Thomas 6 &
Eric Thomas 6 6 1 1
Shona Macinnes 6 3
The Marketing Cammittee and Investments Committee did not meet during the half year.
12. Directors' shareholdings
Shares in the company owned by directors or asseciated entities are:
_Nmna y Shares held ‘Nmnn Shares hald
John McConneH T _ Sue Allen 5,000
Shane Pappas 10,000 Robert Ball 2,001 )
'Rod Albury . | Allen Borelia 501
' Ken Franks 5,001 Geoff Thomas N 14,001
‘Eﬂ'c Thomas 1,061 Shona Maclnnes 0

13. Remuneration

The company does not pay remuneration to directors for their activifies as diractors.

For the half vear ended 31 December 2007, the company has paid or provided a salary, including
bonus, of $54,544 (2006: $51,250) to its branch manager.

The branch manager's bonus is paid according to a pre-determined matrix of performance outcomes,
including achieving budget for growth in the business, and results of an annual performance review
conductsd by Bendigo Bank Ltd. The annual review focuses on matters such as  the quality of our
customer relationships, the standing of tha company it the local community and the leval ot sarvice
provided by our staff. These matters all contribute to the company's growth and profitabitity.

The bonus for the half year ended 31 December 2007 represented 0% (2008: 0%) of salary.
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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 81 096 301 058

Directors’ Report (cont.)

14. Corporate Governance

The company recognises the need for the provision of strateqic direction and sound oversight by the
Board, to enable management to carry out its responsibilities within broadly defined parameters and
without the day to day intervention of the Board,

The company has adopted policies which define the different roles of Board and management, and
which govern the way in which the Board discharges its duties. Additionaily, the Franchise Agreement

which governs the company's gperatlons as a Bendlgo Bank Community Bank § branch also sets out
roles and responsibilities of both the Board and management.

Role of the Board

It is the role of the Board to provide strateqgic leadership. It does this by having a focus on the future,
and acting proactively to identify new opportunities for developing the company's operations. It holds
annual Board retreats where strategic issues can be aired and deliberated on without the need to
conduct regular business. Additionally, part of each menthly business meeting is set aside to consider
sirategic issues.

Role of Management

It is the role of management to carry out the day to day opsrations of the business, supervising branch
staff and liaising with customers, sponscred groups, Bendigo Bank Ltd and other stakeholders within
our community.

The manager has undertaken all training required by Bendigo Bank Ltd, and is also undertaking
additional training required by the company to ensure the role of manager is carried out diligently.

The manager reports in writing to the Board at its monthly business meetings on matters such as
business development, staffing, compliance with Financial Services lagislation, and any branch issoes

which need to be brought to the attention of the Board,
Board Struclure

The Board is composed of ning individuals who each have experience in running smali businesses or
as managers in large corporations. At ieast one has banking experience, while two are accountants
and one is a solicitor. These four members together are responsible for compliance matters within the
CaMmpany.

The Board has established a number of committees to assist it with its ongoing business. These are:
Marketing, Community Grants, Compliance & Treasury and Invesiment. The Board does not have a
separate Audit committes, however this function is delegated to the Compliance & Treasury
committee,

Board members are appointed for three year terms, and are able to offer themselves for re-election at
the expiration of each term

During 2005, the Board undertook a training program run by the Australian Institute of Company
Direciors, designed espegially to introduse Gommunity Bank & directors to the legal and fiduciary
responsibilities of directors. This was atiended by all directors wha had not undertaken this type of

training elsewhers.

In addition, the directors atiend State and National Conferences held by Bendigo Bank Lid, on a
rotational basis, The Board alaso undertakes regular parformancs reviews.
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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 91 096 301 058

Directors’ Report (cont.)

Board Conduct

The company has a policy setting out the conduct expected of the Board and its members., Under this
policy, the Board has committed itself to carrying out its duties in an ethical manner. The Board
recognises its legal duty to act in good faith, for the benefit of shareholders, and to sither avoid or
declare all or any potential conflicts of interest which may arise.

The Board is cognizant that the company rapresents Bendigo Bank Ltd in its operations, and seeks to
avoid any activity which may bring Bendigo Bank or the Community Bank® netwerk into disrepute,

The Board also recognises its responsibility to provide a secure workplace environment for company
staff, ensuring that all staff are treated with due respect,

Financial Reporting

The Board has appointed a treasurer who is responsible for keaping accurate and up-to-date books of
account, and for complying with all legal accounting requirements such as reports to the Bendige
Slock Exchiange, the Tax Office, and the Australian Securities and Investment Commission.

The treasurer provides a written management report to the Board's monthly business mesting, giving
cash flow information as well as actual results compared with budget.

Shareholders rights

The company recognises the rights of shareholders to have regular ang up-to-date information
concerning the progress of the company. During 2008, the company enhanced those rights by
applying for and gaining listing on the Bendigo Stock Exchange (BSX). Sharsholders now hava the
ability to access the half-half yearly accounts of the company as well as having the annual accounts
mailed to them and having the opportunity to attend the Annual General Meeting of the company.

Sharaholders also recaive informal communications hy way of newslattars each six months, giving
information about the branch and promational activities conducted by the Board.

Rigk Management

The company has established a risk register, detailing perceived risks to the business and measures
taken t6 either éliminate, mitigate and/or insura those risks. This register is reviewed annually by the
Board.

15. Non-audit services

The Board of Directors is satisfied that the rovision of non-audit serviees by the extérnal auditor
during the half year is compatible with the general standard of independence for auditors imposed by
the Corporations Act 2001. The Diractors are satisfiod that the services disclosed below did not
compramise the external auditor's independence for the following reasons:

» Al non-audit servicss are reviewsd and approved by the Compliance & Treasury committee prior to

commencament to ensure they do not adversely affect the integrity and objectivity of the auditor;
and -

* The nature of the services provided do not compromise the general principlas relating to auditor
independence as set out in the Institute of Chartered Accountants in Australiz Professional
Statement F1: Professional Independence.

The following fees for non-audit services were paid/ payable ¢ the external auditers during the half
year ended 31 December 2007: $Nil (2008: $Nil).
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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 91 096 301 058

Directors’ Report (cont.)

16. Auditors Independence Declaration

The lead auditor's independence declaration for the half year ended 31 December 2007 has been
received and can be found on page 8 of this financial report.

17. Proceedings on behalf of the company

No person has appiied for leave of a court to bring proceedings on behalf of the company or intervena
In any proceedlngs to which the company is a party for the purpase of taking responsibility on behalf of
the company for all or any pari of those proceedings.

The campany was not a paﬂy to any such proceedings during the half year.

Dated at Melbourne, Victoria on 3 March 2008

Signed in accordance with a resolution of the Directors:

Robert Ball
Director
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AUDITOR'S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

To: the directors of Kew East Financlal Services Ltd | deciare that, to the best of my
knowiedge and belief, in relation to the review for the half-year ended 31 December 2007
there have been:

(i) no contraventions of the auditor independence requirements as set out in the
Corparations Act 2001 in relation to the review: and

{ii) nao contravenlion of any applicabie code of protessional conduct in refation to the
review.

Fartner
Melbourne

March 2008

/t)oﬂe.. g

EZ/E@ Fwd " 35 NI4 NITW TH04T9 B/ /965865 T 95197 800Z/E0/ET



E2/ET

KEW EAST FINANCIAI. SERVICES 1L.TD

A.B.N. 91 096 301 058

STATEMENT OF COMPREHENSIVE INCOME

FOR THE HALF YEAR ENDED 31 DECEMBER 2007
{The accompanying notes form part of these financial statements)

Nate

2(b)

2(a)

Prafit bafora ingarme tax expen
 Incame tax aspense

‘Eamings per

‘Dividends per sharé {cents). . -
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KEW EAST FINANCIAL SERVICES LTD

A.B.N. 91 096 301 058

STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

(The accompanying notes form part of these financial statements}

‘ ‘Eamings-

“'Retained T T

Balance at 30 June 2006,

 Profit atiibitablsito members of the’

' Dividends pa

‘Balance at 31 December 2007~

F"age- 11
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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 91 096 301 058

STATEMENT QF CASH FLOWS
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

(T avuvompanying nules fonn pal of these inansial stalengs)

Note

16
;,:-Net incmase in cash held. 5,3
"Cash at‘;bagsnmng of [ 36,7 :
‘Gash at end of period 8 462,144 U 331 ?B’?
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KEW EAST FINANCIAL SERVICES |.TD
A.B.N. 91 096 301 058

NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMEER 2007

NOTE 1 STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with
Accourting Standards, Australian Accounting Interpretations, other authoritative pronouncements of
the Australian Accounting Standards Board and the Corporations Act 2001. The financial report

covers Kew East Financial Services Limited, a public Company, listed on the Bendigo Stock Exchange
and incorporated and domiciled in Australia.

The financial report of Kew East Financial Services Limited complies with atl Australian equivalents to
International Reporting Standards (AIFRS) in their enliiely.

Basis of preparation

The following is a summary of the material accounting policies adopted by the Company in the
preparation of the financial report.

Reporting Basis and Conventions
The financial report has been prapared on an aceruals basis and is based on histerieal costs modified

by the revaluation of selected non-current assets, financial assets and financial lighilities for which the
fair value basis of accounting has bean applised.

Income Tax
The company adopts the liability method of tax-effect accounting whereby the income tax expense ig
based on the operating profit adjusted for any permanent differences, ‘

Timing differences which arise due to the different accounting periods in which items of revenue and
expense are included in the determination of accountng proht and taxable income, are brought to
account as aither provision for deferred income tax or as a deferred tax asset at the rate of income tax
applicable to the period in which the banefit will be received or the liability will become payable.

Daferred tax assets are not brought to account uriless realisation of the asset is assured beyond any
reasorable doubt.

The amount of assets brought to account or which may be realised in the future is based on the
assumption that no adverse changs will oceur in income tax legislation and the anticipation that the
company will derive sufficient future assessable income to enable the benefit to be realised and
comply with the eonditions of deductibility imposead by the law.

Property, Plant and Equipment

Property, plant and equipment are carried at cost or at independent or directors’ valuation, less where
applicable any accumulated depreciation or impairment. The carrying amount of property, plant and
equipment is reviewed annually by directors to ensure it is not in excess of the recoverable amount
from those assets. The recoverable amount is assessed on the basis of expected net cash flows which
will ha raceived from the asset's employment and subsequent disposal.

The depreciable amount of all fixed assets is depreciated on a straight line basis over their estimated
ugeful lives to the company cemmencing from the time the asset is held ready for use.

Depreciation rates being used are:

Plant & Equipment 15% pa
Office Fumniture & Equipment 10% pa
Fixtures & Fittings 5% pa
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KEW EAST FINANCIAL SERVICES LTD
A.B.N. 91 096 301 058

NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2007

Intangibles

The franchise renewal fee is baing amorised straight line at 20% pa so that it is fully written down at
the expiration of the current franchise agreement, and before payment of any furher renewal fee. An
impairmant test has baen conducted with no further writsdown in the value of the franchice accet
necessary.

Cash

For the purposes of the statement of cash flows, cash includes cash on hand and in at call deposits
with bariks or financial institutions, and investments in money market instruments maturing within less
than fwalve months.

Employee Entitleaments

Provision Is made for the company's liahility for employee entitlements ansing trom services rendered
by employees to balance date. Employee entitlements expected to be settled within one year together
with entitlements arising from wages and salaries, annual leave and lona service leave which wili be
settled after one year, have been measured at the amounts expected to be paid when the liabitity is
settled, plus related on-costs.  Other employee benefits later than one year have bean measured at
the prasent value of the estimated future cash flows to be made for those benefits.

Contributions are made by the company to an employee’s superannuation fund and are charged as
expanses when incurred.

Revenue Recognition

Revenue from the provision of services to customers is recoegnised in the period during which the
service wag provided. Interast revenue is recognised on a propoertional basis taking inte account the
interest rates applicable to the financial assets.

Goods and Services Tax (GST)

Revenues, expenses and assels are recognised net of the amount of GST, except whera the amount
of GST incurred is not recoverable from the Australian Taxation Office. In these circumstances the
(8T is recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Reeceivables and payables in the balance shest are shown inclusive of GST,
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KEW EAST FINANCIAL SERVICES LTD

A.B.N. 91 096 301 058

NQTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2007

Dec 2007 Dec 2006
$ $
NOTE 2 PROFIT FROM ORDINARY ACTIVITIES
(a) Profit from ordinary activities before income tax has
been determined after:
Charging as expense;
Movement in provisions,
Employee provisions - (4,370)
Depreciation of plant & equipment 10,210 5,473
Depraciation of office furniture & equipment 1,837 1,109
Depreciation of fixures & fittings 3,068 2,470
Impairment of franchise fee 5,000 6,000
Community Granf[s - 18,500
{b) Revenue from ordinary activities:
Included in operating profit are the following items of
operating revenue,
Banking income 438,405 308,444
Interest D818 8,314
Other inyestment income 344 -
448,567 406,753
NOTE 3 INCOME TAX EXPENSE
The prima facis tax on profit from ordinary activilies before
income tax is reconciled to the income tax expense as follows:
Primia facie tax expenss on profit from ordinary activities befora
income tax at 30% 56,725 40,545
Add tax effect of:
Non-geductible tems - 7,950
Underprovision ini prior year - 2,038
Income tax expense attributable to profit from ordinary
activities 56,725 50,337
Page 15
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