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Chairman’s report zoune 2005

BACKGROUND

The process involving the initial Shareholder contributions was closed thirteen months after the Prospectus
opening date. The final investments achieved from over 560 Shareholders was just over $600,000 a

significant achievement.

The additional investments were attributable to the community and the Peel Region's acceptance and

confidence that our Community Bank® branch delivered the service standards which were promised.

After only three years of business we are pleased to demonstrate that we have been able to maintain

operating costs and sustain monthly profitability.

CURRENT POSITION

As of 30 June 2005, our branch has some 5,630 accounts and a business portfolio of $66.3 million.
Following very strong growth over the preceding 2 years, 2004/05 saw a levelling out in business growth.
This has ccurred at the same time as an increasing number of financial institutions have moved into the

Mandurah area.

As the City of Mandurah grows and develops, our Community Bank® branch must also grow to ensure our

commitment to our Shareholders, our customers and our community are fulfilled.
Your Board recognises the opportunities to further develop and grow the business within our area. We aim
to initially focus on the growth of our enterprise within our community, which includes enhancing the existing

services we offer our customers and the community.

To this end, we are currently identifying a number of initiatives to facilitate this growth. We intend extending

our service to our customers through the installation of a number of ATM’s.

Our first ATM was installed at the Great Ice Creamery on the Mandurah Foreshore. This has been

operational now since last October and we are delighted with the overall usage.

In April 2005 we installed our second ATM in our branch in the Halls Head Shopping Centre, again giving our

customers immediate access to 24-hour banking services.

Our third ATM was installed in the new large shopping centre development, Miami Plaza, with the ATM

beginning operation on 21 June 2005.

Our fourth ATM was recently installed at the City Council's new Visitors' Centre, which is located on

Mandurah Terrace.
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Chairperson’s Report 30 june 2005

As the ATM’s have progressively come into operation we have begun to see a rise in our profile, service and

returns. It is anticipated that the next financial year will show even more positive returns for this initiative.

Along with this, we have continued to strengthen our partnership activities. With the Mandurah Performing
Arts Centre partnership, your Community Bank® branch and the Centre have undertaken mutually beneficial

financial and profile-raising initiatives.

The Partnership concept ensures that all the partners' banking is conducted with your Community Bank®

branch.

At this stage we are currently investigating the establishment of two other partnerships with significant

community organisations.

Our branch has also continued to support local schools in a range of activities and, in making a contribution

to the new War Memorial, recognition was given to servicemen and women from our community.

Board Members and Shareholders alike are encouraged to both utilise and promote all the services of our
Community Bank® branch to potential new customers. New customers not only increase our profitability but

also enable our branch to continue to contribute to important community activity.

The Board has listed the Company on the Bendigo Stock Exchange ("BSX") to enhance the future direction of
the Company, provide accountability and transparency and to ensure that there are guiding principles in place

for future Directors, and decision-making.

To this date, we have seen that Mandurah Community Financial Services Ltd. is the most traded stock on

the BSX with ten trades soon after listing. A positive sign.

The BSX is regulated by the Australian Securities and Investments Commission ("ASIC") in accordance with
the Corporations Act. By listing our community Company we have established a process for Shareholders to
evaluate and realise the value of their investment.

STAFF

Our staff of eight includes our new Loans Officer, Steve MacDonald. Steve was appointed following the

resignation of one of our original staff members, Robyn Jury.

It is often said that there is a positive difference about Community Bank® branches. Whilst some of this
reflects the nature of our products, the major difference is the positive nature and approach of our staff.
Halls Head Community Bank® Branch is no different. Their service standards and naturally friendly manner

are major assets.

My personal thanks go to David Williams, the Manager, and his staff for their efforts over the past year.
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Chairperson’s Report 30 june 2005

BOARD MEMBERS

Our Board Members, as well as having family and work interests, find time to contribute to the development
of our Community Bank® branch. They not only attend our monthly Board Meetings but also serve on

appropriate Committees of the Board.

It has been a pleasure to have three new Directors join the Board, filling vacancies. These Directors: Karen
McLennan, Colin Frizzell and Tony Solin bring differing skills and backgrounds to enhance the activities of the
Board.

To all our Directors, past and present, | thank you for your support in ensuring our successful progress along

proper governance lines.

CONCLUSION

The past year has seen the continued progress of our Community Bank® branch. Whilst the challenges of
increased competition has required the introduction of new approaches to promote our branch, Shareholders

can be assured that the very essence of the Community Bank® concept will continue with the Halls Head

Community Bank® Branch.

i

David Waddell

Chairman
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Message from Bendigo Bank zoune 200

Today, more than 150 communities are running their own Community Bank® branch. The Community Bank®
brand is represented in a diverse range of communities. From your own community here in Mandurah, to
communities such as Queenstown in Tasmania, Paradise Point on the Gold Coast, the NSW town of
Narrandera and the Melbourne suburb of Flemington. All of these communities have one thing in common — a
commitment to not only ensuring access to banking services, but a focus on sharing the profits of their

business to the wider community.

When we first launched this banking model in 1998, it was to fill a gap in rural communities, where banks

were withdrawing their services.

In 2005, you will very rarely read a media story about a community up in arms about a bank branch closure.

The closures have literally dried up.

However, you will continue to read about communities undertaking a Community Bank® campaign, and more
often than not, in a metropolitan suburb. At least once a fortnight, somewhere in Australia a community is
celebrating the opening of the doors to their Community Bank® branch. There is no indication that this growth

is slowing.

We are proud to be able to say that these communities are now returning more than simply banking services.

Some of the statistics are very impressive.

e Communities have received $159 million in revenue paid to them by Bendigo Bank, $61 million of

this in the past 12 months.

® More than 11,000 community shareholders have received dividends totalling almost $3 million.

e Local boards have paid out more than $3 million in sponsorships, donations and contributions.

® In 2004 /2005, communities spent $27.3 million in their communities on wages, rent, accounting,
cleaning and so on. Given a multiplier effect of three, this means branches inject nearly $82 million

into their communities every year.

These are significant numbers. They represent the hard work and dedication of communities like yours to

help themselves. It also reinforces the commitment of Bendigo Bank to partner and work with communities.
You will often hear us say, “successful customers and successful communities create a successful bank,

and in that order”. The figures above, which are impressive in themselves but which continue to grow, are

proof that this strategy is working for communities across Australia, as well as for our Company.
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Message from Bendigo Bank 30 june 2005

That’s not to say this is an easy journey for Bendigo Bank, or for your community. It’s not. However, while we
continue to follow through with our promises of providing a superior customer service experience and
distributing profits to communities, both in dividends to shareholders and community projects and

organisations, we will all continue to be successful.

Bendigo Bank is proud to partner Mandurah and congratulates you on a great year. You are a fabulous
example of a community willing to work together to achieve great things and we are proud to continue to

work with you.

Kevin Peterson
Relationship Manager

Bendigo Bank
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Director’s report o e 2005

Your Directors present their report together with the financial report of the Company for the year ended

30 June 2005.

Directors

The names and qualifications of Directors in office at any time during or since the end of the year are:

Allan Jeffrey Raynor

Date of Birth: 16 June 1947

Occupation: Company Director / Newsagent

Background information: Newsagent at Halls Head since 1999. Retired Area
Manager Telecom Australia after 30 years service. Former Director Swan
Districts Football Club.

Adam Hollyock ACA, FTIA, FTAA

Date of Birth: 26 March 1964
Occupation: Chartered Accountant
Background information: Proprietor of A.M. Hollyock & Associates (Chartered

Accounting firm)

Antony Solin (appointed 3 May 2005)

David Waddell

Date of Birth: 3 September 1957

Occupation: Currently the CEO of the Peel Health Campus Foundation
and senior management at the Peel Health Campus for five years. Previously
the initial welfare manager at the Fremantle Dockers.

Background information: Dip Ed — Dip Fac Manag

Date of Birth: 24 November 1940

Occupation: Business Development Consultant

Background information: 15 years in top level administration at Curtin
University. Awarded a Curtin Fellowship Award in 2002. Former Chairperson
and Board member for many organisations. Continues to contribute in a
leadership role on committees for community development in the Peel region

where he resides.

Karen McLennan (appointed 3 May 2005)

Date of Birth: 15 July 1973

Occupation: Health Promotion Officer — South Metropolitan Health Unit
Background information: Completed Bachelor of Arts — Social Sciences (Monash
University). Former Management Committee member of Pat Thomas Memorial

House and a current member of the Peel Health Campus Board of Advice.
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Director’s report continued

Karen Maureen Hadida

Peter Drown

Christine Steer

lan llsley CPA

Date of Birth: 7 July 1964

Occupation: Home Duties

Background information: Former Project Secretary for development company.
Former Personal Secretary for a national insurance company. Past President of
Glencoe Primary School Parents and Citizens Association. City of Mandurah

resident for 29 years.

Date of Birth: 23 October 1940
Occupation: Retired

Background information: Former bank manager for Westpac Banking

Corporation.
Date of Birth: 18 October 1954
Occupation: Manager of Environmental Cultural Development at Peel

Development Commission
Background information: Research Project Officer at Peel Development
Commission for past 4 years, involved in Government Funded Organisations and

represents Peel Development Commission in Environmental and Cultural Sector.

Date of Birth: 14 June 1961

Occupation: Certified Practising Accountant

Background information: Director of Ward and lisley Partners Pty Ltd, Certified
Practising Accountants, Treasurer of Frederick Irwin Anglican School Parents &
Friends Association for past 9 years, Treasurer of Mandurah Country Club for
past 4 years and previously the Treasurer of Mandurah Peel Region Chamber of

Commerce for 4 years.

Colin Frizzell (appointed 3rd May 2005)

Date of Birth: 8 August 1939

Occupation: State Manager — Ulster Carpets

Background information: Colin has over 30 years experience in sales and
marketing in carpeting and textiles. Currently the State Manager of Ulster
Carpets specialising in designing and specifying hospitality, gaming and casino

carpets.

Edmund Howson (resigned 14 October 2004)

Brian Desmond McLean (resigned 16 November 2004)
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Director’s report continued

Meetings of Directors

During the financial year, 11 meetings of Directors were held. Attendances by each Director during the year

were:
Directors’ meetings

Number eligible to attend Number attended
Allan Jeffrey Raynor 11 10
Adam Hollyock 11 10
Brian Desmond McLean 5 5
David Waddell 11 11
Edmund Howson 4 2
Karen Maureen Hadida 11 11
Peter Drown 11 8
Christine Steer 11 10
lan llsley 11 9
Antony Solin 2
Karen McLennan 2
Colin Frizzell 1

Remuneration report

Remuneration of Directors

No income was paid or was payable or otherwise made available to the specified Directors of the Company

during the years ended 30 June 2004 and 30 June 2005.

Options

No options over issued shares or interests in the Company were granted to specified Directors or Executive

during or since the end of the financial year and there were no options outstanding at the date of this report.

The specified Directors and Executive do not own any options over issued shares or interests in the

Company at the date of this report.
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Director’s report continued

Remuneration practices

The Company’s policy for determining the nature and amount of emoluments of Board members and senior

executives of the Company is as follows:

It is current policy of the Company that Board members are not remunerated for the services performed.

Operational and financial review

The principal activity and focus of the Company’s operations during the year was the operation of, Mandurah

Branch of Bendigo Bank, pursuant to a franchise agreement.

The amount of the profit from ordinary activities of the Company after income tax was $91,661 for the year
ended 30 June 2005 (2004: profit of $22,194).

The Company will continue to pursue its main objective of providing a core of banking products and services

pursuant to its franchise agreement with the Bendigo Bank.

Dividends

Dividends paid or declared for payment are as follows:

Final unfranked dividend for the year ended 30 June 2005 $29,700

Significant changes in 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 these financial statements.

Events Subsequent to the end of the financial period

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 results of those

operations, or the state of affairs of the Company in subsequent financial years.
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Director’s report continued

Indemnifying Officer or Auditor

Indemnities have been given, during and since the end of the financial period, for any persons who are or
have been a Director or an Officer, but not an Auditor, of the Company. A Directors’ and Officers’ liability
insurance policy for $5,000,000 cover has been taken out for an annual premium cost of $5,142.
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 financial year.

Auditor’s independence declaration

Our auditor, RSM Bird Cameron Partners, has provided the Board of Directors with an independence

declaration in accordance with section 307C of the Corporations Act 2001. The independence declaration is

included within the financial statements.
Signed in accordance with a resolution of directors

!

lan llsley

Director

Dated this 9th day of September 2005

Annual Report
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Financial statements so june 200s

Statement of financial performance

For the year ended 30 June 2005

Note 2005 2004
$ $
Revenue from ordinary activities 2 653,023 490,271
Employee benefits expense (305,400) (249,198)
Depreciation and amortisation expense (35,764) (40,224)
Borrowing costs expense - (1)
Other expenses from ordinary activities 3 (220,198) (178,654)
Profit / (loss) from ordinary activities before
income tax expense 91,661 22,194
Income tax expense relating to ordinary activities 4 - -
Profit / (loss) from ordinary activities after
income tax expense attributable to members 91,661 22,194
Total revenue expenses and valuation
adjustments attributable to members and
recognised directly in equity - -
Total changes in equity other than those
resulting from transactions with owners as
owners 91,661 22,194
Basic earnings per share (cents) 15.4 3.7
Diluted earnings per share (cents) 15.4 3.7
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Financial statements

30 June 2005

Statement of financial position

As at 30 June 2005

Note 2005 2004
$ $
CURRENT ASSETS
Cash assets 15(a) 264,842 110,286
Receivables 65,001 57,649
Other 16,177 9,926
TOTAL CURRENT ASSETS 346,020 177,861
NON CURRENT ASSETS
Property, plant and equipment 59,248 72,082
Intangible assets 15,833 25,833
Other 3,500 9,500
TOTAL NON CURRENT ASSETS 78,581 107,415
TOTAL ASSETS 424,601 285,276
CURRENT LIABILITIES
Payables 9 48,305 14,212
Provisions 10 61,536 22,024
TOTAL CURRENT LIABILITIES 109,841 36,236
NON CURRENT LIABILITIES
Provisions 10 7,680 3,921
TOTAL NON CURRENT LIABILITIES 7,680 3,921
TOTAL LIABILITIES 117,521 40,157
NET ASSETS 307,080 245,119
CONTRIBUTED EQUITY
Contributed equity 11 590,033 590,033
Accumulated losses 12 (282,953) (344,914)
TOTAL EQUITY 307,080 245,119
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Financial statements so june 200s

Statement of cash flows

For the year ended 30 June 2005

Note 2005 2004
$ $

Cash flows from operating activities
Receipts from customers 640,517 458,924
Payments to suppliers and employees (448,485) (420,560)
Interest received 5,154 2,464
Net cash provided by operating activities 15(b) 197,186 40,827

Cash flows from investing activities
Payments for plant and equipment (12,930) (11,619)
Net cash used in investing activities (12,930) (11,619)

Cash flows from financing activities
Dividends Paid (29,700) -
Net cash used in financing activities (29,700) -
Net increase / (decrease) in cash held 154,556 29,208
Cash held at the beginning of the financial year 110,286 81,078
Cash held at the end of the financial year 15(a) 264,842 110,286
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Notes to the financial statements

NOTE 1: Statement of accounting policies

a) Basis of preparation

The financial report is also a general purpose financial report that has been prepared in accordance with
applicable Accounting Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements

of the Australian Accounting Standards Board and the Corporations Act 2001.

Mandurah Community Financial Services Limited is a listed public company, incorporated and domiciled in

Australia.

The financial report has been prepared on an accruals basis and is based on historical costs 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 accounting policies

have been consistently applied, unless otherwise stated.
b) Income tax

The Company adopts the liability method of tax effect accounting whereby the income tax expense shown in
the statement of financial performance is based on the operating profit before income tax 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 operating profit before income tax and taxable income, are brought to
account as either provision for deferred income tax or an asset described as future income tax benefit at the
rate of income tax applicable to the period in which the benefit will be received or the liability will become

payable.

Future income tax benefits are not brought to account unless realisation of the asset is assured beyond any
reasonable doubt. Future income tax benefits in relation to tax losses are not brought to account unless
there is virtual certainty of realisation of the benefit.

The amount of these benefits is based on the assumption that no adverse change will occur in income tax
legislation and the anticipation that the Company will derive sufficient future assessable income and comply
with the conditions of deductibility imposed by the law to permit a future income tax benefit to be obtained.

c) Property, plant and equipment

Property, plant and equipment are brought to account at cost, less, where applicable, any accumulated

depreciation or amortisation.

Annual Report
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Notes to the financial statements continued

Note 1: Statement of accounting policies continued

c) Property, plant and equipment (Cont.)

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
the expected net cash flows which will be received from the assets employed and subsequent disposal. The
expected net cash flows have not been discounted to present values in determining recoverable amount.
The depreciable amount of all fixed assets including buildings and capitalised leased assets, but excluding
freehold land, are depreciated over their useful lives commencing from the time the asset is held ready for
use. Properties held for investment purposes are not subject to a depreciation charge. Leasehold
improvements are amortised over the shorter of either the unexpired period of the lease or the estimated
useful lives of the improvements.

The depreciation rates used for each class of depreciable assets are:

Class of fixed asset Depreciation rate

Plant and equipment 20%

d) Intangible assets

The franchise fee paid by the Company pursuant to a Franchise Agreement with the Bendigo Bank (Note 8) is
being amortised over the initial five (5) year period of the agreement, being the period of expected economic
benefits of the franchise fee.

e) Statement of cash flows

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 any outstanding bank overdraft.

f) Revenue

Revenue from the provision of banking services is recognised upon the delivery of the services to customers.

Interest income is recognised on a proportional basis taking into account the interest rates applicable to the

financial assets.
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Notes to the financial statements continued

Note 1: Statement of accounting policies continued

g) Employee entitlements

Provision is made for the Company’s liability for employee entitlements arising from 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 sick leave which will be settled after one
year have been measured at their nominal amount. Other employee entitlements payable later than one year
have been measured at the present value of the estimated future cash outflows to be made for those

entitlements.

Contributions are made by the Company to the employee superannuation funds and are charged as

expenses when incurred.

h) Goods and Services Tax (“GST”)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as

part of the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables

in the Statement of Financial Position are shown inclusive of GST.

i) Comparative figures

Where required by Accounting Standards, comparative figures are adjusted to conform with changes in

presentation in the current financial year.

Annual Report

17



18

Notes to the financial statements continued

2005 2004
$ $
Note 2: Revenue from ordinary activities
Operating activities
Franchise margin income 647,754 486,757
Interest received 5,154 2,464
Other income 115 1,050
653,023 490,271
Note 3: Other expenses from ordinary activities
Rental expenses 60,476 59,220
IT leasing and running costs 27,284 29,715
Other operating expenses 132,438 89,719
220,198 178,654
AUDITOR’S REMUNERATION
Remuneration of the Auditor of the Company
- Audit services 3,500 2,750
- Other services 2,500 1,250

Annual Report



Notes to the financial statements continued

Note 4: Income tax expense

No income tax is payable by the Company as it has carried forward tax losses from previous trading periods
for income tax purposes.

2005 2004
$ $

a) Reconciliation of income tax expense

The prime facie tax on profit from ordinary activities before income tax is reconciled to the income tax

expense as follows:

Prima facie tax payable on profit from ordinary
activities before income tax at 30% 27,498 6,658

Tax effect of :

- Permanent differences (556) 3,000
- Timing differences not bought to account 4,072 3,880
- Tax losses recouped not previously bought to account (31,014) (13,538)

Income tax expense - -

b) Tax losses

Balance at the beginning of the year 264,353 312,980
Tax losses incurred / (utilised) in the financial year (103,379) (36,694)
Tax loss not recognised in prior year 5,855 (12,933)

166,829 264,353

At balance date, the Company had tax losses of $166,829 (2004: $264,353) which are available to offset

future years’ taxable income.

The future income tax benefit of these tax losses is $50,049 (2004: $79,306). This benefit has not been
recognised as an asset in the statement of financial position as its realisation is not virtually certain. The

benefits will only be obtained if:

a) the Company derives future assessable income of a nature and of an amount sufficient to

enable the benefit from the deductions for the loss to be realised;
b) the Company continues to comply with the conditions for deductibility imposed by the law; and
c) no changes in tax legislation adversely affect the Company in realising the benefit from the

deductions for the losses.
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Notes to the financial statements continued

2005 2004
$ $
Note 5: Receivables
Trade debtors 65,001 57,649
65,001 57,649
Note 6: Other
Current
Prepayments 16,177 9,926
Non current
Prepayments 3,500 9,500
Note 7: Property, plant and equipment
Furniture and fittings
Cost 139,859 126,929
Accumulated depreciation (80,611) (54,847)
59,248 72,082
Movement in carrying amount
Balance at the beginning of the year 72,082 84,687
Additions 12,930 11,619
Depreciation expense (25,764) (24,224)
Carrying amount at the end of the year 59,248 72,082
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Notes to the financial statements continued

2005 2004
$ $
Note 8: Intangible assets
Franchise fee
Cost 50,000 50,000
Accumulated amortisation (34,167) (24,167)
15,833 25,833

Pursuant to a five year franchise agreement with Bendigo Bank, the Company operates a Community Bank®
branch of Bendigo Bank at Halls Head, trading as “Halls Head Community Bank® Branch — Bendigo Bank”,
providing a core range of banking products and services. The Company entered into the franchise agreement

at a cost of $50,000 that is being amortised on the basis disclosed in Note 1(d).

Note 9: Payables

Trade creditors and accruals 28,495 9,656
GST and other tax payable 19,810 4,556
48,305 14,212

Note 10: Provisions

Current

Provision for employee entitlements 31,836 22,024
Provision for dividend 29,700 -
B 61,536 22,024
Non current

Provision for employee entitlements 7,680 3,921
Number of employees at year end 8 7
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Notes to the financial statements continued

2005 2004
$ $
Note 11: Contributed equity
594,490 (2004: 594,490) fully paid ordinary shares 594,490 594,490
Cost of raising equity (4,457) (4,457)
590,033 590,033
Movement in share capital
At the beginning of the reporting year 594,490 594,490
Note 12: Accumulated losses
Balance at the beginning of the financial year (344,914) (367,108)
Profit / (loss) attributable to members of the Company 91,661 22,194
Unfranked Dividends Paid (29,700)
Balance at the end of the financial year (282,953) (344,914)
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Notes to the financial statements continued

Note 13: Directors’ and Executives’ remuneration

a) The names and positions of Directors and Executive in office at any time during the

inancial year are:

Specified Directors:

David Waddell Chairman

Adam Hollyock Non-Executive Director
Antony Solin Non-Executive Director
Karen McLennan Non-Executive Director
Allan Jeffrey Raynor Non-Executive Director
Karen Maureen Hadida Non-Executive Director
Peter Drown Non-Executive Director
Christine Steer Non-Executive Director
lan llsley Non-Executive Director
Colin Frizzell Non-Executive Director

Specified Executive

No person met the definition of specified executive of the Company during the financial years ended 30 June

2004 and 30 June 2005.

b) Remuneration of Directors

No income was paid or was payable or otherwise made available, to the specified Directors of the Company

during the years ended 30 June 2004 and 30 June 2005.

c) Options

No options over issued shares or interests in the Company were granted to specified Directors or Executive

during or since the end of the financial year and there were no options outstanding at the date of this report.

The specified Directors and Executive do not own any options over issued shares or interests in the

Company at the date of this report.

Annual Report
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Notes to the financial statements continued

Note 13: Directors’ and Executives’ remuneration continued

d) Shareholdings

Balance Received as Options Net change Balance

1 July 2004 remuneration exercised Others * 30 June
2005
Specified Directors
Allan Jeffrey Raynor 2,252 - - - 2,252
Adam Hollyock 1,000 - - (500) 500
David Waddell 2,500 - - - 2,500
Karen Maureen Hadida 101 - - - 101
Peter Drown 1,200 - - - 1,200
Christine Steer 1,000 - - 1,000
lan lisley - - - - -
Antony Solin - - - - _
Karen McLennan - - - - -
Colin Frizzell - - - - -
TOTAL 7,053 - - 3,000 10,053

* Net change other refers to shares purchased or sold during the financial year

e) Remuneration practices

The Company’s policy for determining the nature and amount of emoluments of Board members and senior

executives of the Company is as follows:

It is current policy of the Company that Board members are not remunerated for the services performed.

Note 14: Related party transaction

The related parties have not entered into a transaction with the Company during the financial years ended 30

June 2004 and 30 June 2005 other than those disclosed in Note 13.
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Notes to the financial statements continued

2005 2004

Note 15: Notes to the statement of cash flows

a) Reconciliation of cash assets

For the purpose 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. Cash at the end of the financial year as

shown in the statement of cash flows is reconciled to the related items in the statement of financial position

as follows:

Cash at bank 264,842 110,286

264,842 110,286

(b) Reconciliation of net cash provided by operating activities to profit / (loss) from ordinary

activities

Profit / (loss) from ordinary activities 91,661 22,194
Depreciation and amortisation 35,764 34,224
Movement in assets and liabilities

Receivables 15,256 (21,632)
Other assets (7,603) (1,245)
Payables 18,837 (2,215)
Provisions 43,271 9,501
Net cash provided by / (used) in operating activities 197,186 40,827

Note 16: Leasing commitment

Non cancellable operating lease commitment contracted for but not capitalised in the financial statements

Payable
- Not longer than 1 year 53,140 53,140
- Longer than 1 year but not longer than 5 years 39,086 92,226

92,226 145,366
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Notes to the financial statements continued

Note 17: Financial instruments

a) Interest rate risk

2005 Rates Variable Non- interest Total
Financial assets

Cash 4.07% 264,095 747 264,842
Receivables - 65,001 65,001
264,095 65,748 329,843

Financial liabilities
Payables - (48,305) (48,305)
Provisions - (69,216) (69,216)
- (117,421) (117,421)
Net financial assets 264,095 (51,673) 212,422
2004 Rates Variable Non- interest Total

Financial assets

Cash 2.35% 109,144 1,142 110,286
Receivables - 57,649 57,649
109,144 58,791 167,935

Financial liabilities
Payables - (14,212) (14,212)
Provisions - (25,945) (25,945)
i (40,157) (40,157)
Net financial assets 109,114 18,634 127,778
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Notes to the financial statements continued

Note 17: Financial instruments continued

b) Credit risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date
to recognised financial assets is the carrying amount net of any provisions for doubtful debts, as disclosed in
the statement of financial position and notes to the financial statements.

c) Net fair values

The net fair value of financial assets and liabilities of the Company approximates their carrying amount.

The Company has no financial assets and liabilities where the carrying amount exceeds the net fair value at

balance date.
No financial assets and financial liabilities are readily traded on organised markets in standardised form.

The aggregate net fair values and carrying amounts of financial assets and financial liabilities are disclosed

in the statement of financial position and in the notes to the financial statements.

Note 18: Segment reporting

The Company operates in the financial services sector as a Community Bank® branch of the Bendigo Bank at

Halls Head in Western Australia.

Note 19: Events subsequent to the reporting date

No matters or circumstances have arisen since the end of the financial year that 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 subsequent financial years.

Note 20: Contingent liabilities

There were no contingent liabilities at the reporting date.
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Notes to the financial statements continued

Note 21: Impact of adopting Australian equivalents to iFRS

The Company is in the process of transitioning its accounting policies and financial reporting from current
Australian Accounting Standards (AGAAP) to Australian equivalents of International Financial Reporting
Standards (AIFRS) which will be applicable for the financial year ended 30 June 2006. During the year, the
Directors of the Company conducted impact assessments to identify key areas that would be impacted by
the transition to AIFRS.

The Directors have identified that the key differences in the Company’s accounting policies which will arise
from the adoption of IFRS to be:

Taxation

Currently, the Company adopts the liability method of tax-effect accounting whereby the income tax expense
is based on the accounting profit adjusted for any permanent differences. Timing differences are currently
brought to account as either a provision for deferred income tax or future income tax benefit. Under the
Australian equivalent to IAS 12, the Company will be required to adopt a balance sheet approach under
which temporary differences are identified for each asset and liability rather the effects of the timing and
permanent differences between taxable income and accounting profit.

Intangible Assets

Under the Australian equivalent to IAS 38 “Intangible Assets”, formation costs and franchise fees must be
expensed. This will result in a change in the Company’s current accounting policy which allows for the
capitalisation of formation costs and franchise fees. Under the new policy, all formation costs and franchise
fees will be written off as incurred. On transition, all currently recognised formation costs and franchise fees
will be adjusted against opening accumulated profits/losses as they will not meet the recognition
requirements under IFRS.

At the present time, the Company’s management is still completing its transition to AIFRS and will be fully
compliant by 30 June 2006. No material differences in the Company’s accounting policies or balances on
conversion to AIFRS are expected.

The actual effects of transition to AIFRS however may differ due to:
a) ongoing work being undertaken by the Directors of the Company;
b) potential amendments to AIFRSs and Interpretations thereof being issued by the
standard-setters and IFRIC; and
c) emerging accepted practice in the interpretation and application of AIFRS and UIG
Interpretations.

Note 22: Company details

The registered office and principal place of business of the Company is:

Halls Head Shopping Centre Halls Head Shopping Centre
Unit 2/3, 14, Peelwood Parade Shop 7, Peelwood Parade
Halls Head, WA 6210 Halls Head, WA 6210

28 Annual Report



Director’'s declaration zoune 2005

MANDURAH COMMUNITY FINANCIAL SERVICES LIMITED

DIRECTORS’ DECLARATION

In the Director’s opinion:

1. The financial statements and notes, as set out on pages 12 to 28, are in accordance with the
Corporations Act 2001, including:

(a) complying with Accounting Standards and the Corporations Regulations 2001; and
(b) giving a true and fair view of the financial position as at 30 June 2005 and of its’ performance
as represented by the results of the operations and the cash flows for the financial year ended
on that date.
2. There are reasonable grounds to believe that the Company will be able to pay its debts as and when

they become due and payable.

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer as
required by S295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the Board of Directors and is signed for and on
behalf of the Directors by:

Director .............0.... é/? ......................

Ian Ilsley

Dated this 9th day of September 2005
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RSM Bird Cameron Partners

Chartered Accountants

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844

T +61892619100 F +61 89261 9101
www.rsmi.com.au

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF
MANDURAH COMMUNITY FINANCIAL SERVICES LIMITED
Scope
The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement
of cash flows, accompanying notes to the financial statements and the Directors’ declaration for Mandurah
Community Financial Services Limited (the Company) for the year ended 30 June 2005.

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 designed to prevent and detect fraud and error and for
the accounting policies and accounting estimates inherent in the financial report.

Audit Approach

We conducted an independent audit of the financial report in order to express an opinion on it to the members of
the Company. Our audit was 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 Australia, a view which is consistent with our understanding
of the Company’s financial position and of their performance as represented by the results of their 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 accounting estimates made by the Directors.

‘Liability is limited by the Accountants’ Major Offices in: RSM Bird Cameron Partners is an

Scheme pursuant to the NSW Perth, Sydney, Melbourne, independent member firm of RSM

Professional Standards Act 1994’ Adelaide and Canberra International, an affiliation of independent
ABN 36 965 185 036 accounting and consulting firms.
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RSM Bird Cameron Partners

Chartered Accountants

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844

T +61 892619100 F +61 8 9261 9101
www.rsmi.com.au

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
internal controls.

We performed procedures to assess whether the substance of business transactions 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.

Independence

We are independent of the Company and have met the independence requirements of Australian professional
ethical pronouncements and the Corporations Act 2001. In addition to our audit of the financial report, we
were engaged to undertake the services disclosed in the notes to the financial statements. The provision of
these services has not impaired our independence.

Audit Opinion

In our opinion, the financial report of Mandurah Community Financial Services Limited is in accordance with:

(a) the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of Mandurah Community Financial
Services Limited at 30 June 2005 and of its performance for the year ended on that date; and

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

and
(b) other mandatory financial reporting requirements in Australia.
Rom Gert Camterern (Brbierd
RSM BIRD CAMERON PARTNERS
Chartered Accountants
Perth, WA JAMES KOMNINOS
Dated: 9 September 2005 Partner
‘Liability is limited by the Accountants’ Major Offices in: RSM Bird Cameron Partners is an
Scheme pursuant to the NSW Perth, Sydney, Melbourne, independent member firm of RSM
Professional Standards Act 1994 Adelaide and Canberra International, an affiliation of independent

ABN 36 965 185 036 accounting and consulting firms.

Annual Report Mandurah Community Financial Services Limited 31



RSM Bird Cameron Partners

Chartered Accountants

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844

T +61 892619100 F +61 8 9261 9101
Wwww.rsmi.com.au

AUDITOR’S INDEPENDENCE DECLARATION
TO THE DIRECTORS OF

MANDURAH COMMUNITY FINANCIAL SERVICES LIMITED

In relation to our audit of the financial report of Mandurah Community Financial Services Limited for the year
ended 30 June 2005, 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.

5 Gerd Cavvie pern (Brbiero

RSM BIRD CAMERON PARTNERS
Chartered Accountants

Perth, WA JAMES KOMNINOS
Dated: 9 September 2005 Partner
‘Liability is limited by the Accountants’ Major Offices in: RSM Bird Cameron Partners is an
Scheme pursuant to the NSW Perth, Sydney, Melbourne, independent member firm of RSM
Professional Standards Act 1994’ Adelaide and Canberra International, an affiliation of independent
ABN 36 965 185 036 accounting and consulting firms.
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