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Chairman’s report

For year ending 30 June 2014

This is the second Chairman’s address of Barwon Heads Community Enterprise Limited and my first as Chair.

From the outset, personally and on behalf of the current Board | would like to thank the initial Steering Committee,
who in turn became the first Board, for the time, dedication and effort in establishing the Barwon Heads
Community Bank® Branch The leadership and personal commitment of Heather McCarthy, the initial Chair, cannot
be underestimated.

The foundation that the initial Directors established has allowed the current Board to build on that base such
that we can announce a post tax net profit of $349 in our second year of operation. This is well in advance of the
position that the Prospectus forecast, which was to be a post tax operating loss of $74,579.

| would like to thank two of the founding Directors, Pieter Roos and Chris Bryan. Chris Bryan resigned during the
course of the year and Pieter Roos will step down at the 2014 Annual General Meeting (AGM). Both Pieter and
Chris have been involved in the establishment of the branch from its infancy and have contributed greatly.

The support of Pat Murnane and his regional staff, along with Community Bank® branch personnel, for their
assistance and guidance is to be acknowledged.

| would like to express special thanks to Kim Ferry, Branch Manager of two years, for her own leadership,
dedication and commitment in establishing the day to day operations of the branch. Kim continues to remain an
integral part of the branch in her chosen position of Customer Relations Manager.

At the time of writing this report we are in the process of employing a new Branch Manager as a successor to
Kim Ferry.

Further, on behalf of the Board | would like to acknowledge the current staff and their contribution to the success
of the Barwon Heads Community Bank® Branch.

There have been several notable achievements over the last 12 months:
(a) Net Profit
As noted above, the initial prospectus forecast a post tax net loss of $74,579.

| am pleased to announce that the actual position of the branch as at 30 June 2014 is a net profit of $349.
Whilst | appreciate that this is not a ground breaking figure, the branch is exceeding its expectations and that
this net profit has been achieved after taking into account the numerous grants and sponsorships that the
company has already delivered to the Barwon Heads community in its initial two years.

(b) The appointment of four new Directors with skills and expertise to assist with the ongoing development and
future of the branch, namely:

(i)  Annette Cotter;
(ii) Janice Dart;
(iii) Marg Austin; and
(iv) Barry Stevens.
(c) Grants and sponsorships

The Barwon Heads Community Bank® Branch is built on the philosophy of giving back to the community that
supports it. We do this by providing sponsorship to community and youth groups, and projects and activities
which promote health and well-being, sustainability and the environment.
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Chairman’s report (continued)

(c) Grants and sponsorships (continued)

During the past year we were delighted to be able to support many community organisations through
sponsorship partnerships. Sponsorship and community grants were provided to:

(i) Barwon Heads Bowling Club

(ii) Barwon Heads Fine Music Society

(iii) Lions Club of Ocean Grove and Barwon Heads
(iv) Barwon Heads Cricket Club

(v) Barwon Heads Junior Soccer

(vi) Barwon Heads Association

(vii) Barwon Heads Surf Life Saving Club

(viii) Community Shuttle Bus

(ix) Ocean Grove Little Athletics

(x) Festival of the Sea

(xi) Barwon Heads Tennis Club

(xii) Barwon Heads Football and Netball Club.

Barwon Heads Community Enterprise Limited also purchased defibrillators for the Barwon Heads Primary
School and Barwon Heads Senior Citizen’s Club, funded scholarships to local junior dancers, supported the
Dereel and Blue Mountains fire appeals and helped fund the purchase of solar lights installed in Hitchcock
Avenue.

Sponsorship and community grants totalled $34,000.

(d) We have instigated a Board governance and accountability procedure. This will now be an ongoing review of the
Board to be conducted annually. | would like to thank Fi Mercer of Fi Mercer Consultants for her assistance in
establishing this.

(e) A change in structure with the appointment of a new Branch Manager and Kim Ferry taking on the role of CRM
— Client Relations Manager. This increase in staff numbers and the creation of the Client Relations Manager
position will enable both the Branch Manager and CRM to work as a team in an endeavour to source new
business and ultimately grow the branch.

(f) A tactical plan has been established and implemented providing the Board with direction and goals for ongoing
development.

| would like to acknowledge each of the volunteer Directors for the time and effort that each of them have
contributed over the previous twelve months and particularly the Executive — Jeff Brooks as Vice Chair, Jeff Cole as
Treasurer and Merilyn Harris, with the hardest and most time consuming role of all, as Secretary.

| look forward to leading this strong team of Directors over the next twelve months and continuing the ongoing
success of the Barwon Heads Community Bank® Branch

Tom White
Chairperson
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Manager’s report

For year ending 30 June 2014

We have now completed our second full year of trading and | am very pleased to announce that, as at 30 June
2014, we now have just over $81 million of business on our books. To put this into context, our prospectus
forecasted that total footings would be $38 million, after the first two years. This is an outstanding result and the
income earned from this business has allowed us to contribute approximately $65,000 back to our community
over the past two years. Despite economic challenges and an extremely competitive market place, we were able
to grow our business by $25.8 million in the 2013/14 financial year.

The amount of business held on our books as at 30 June 2014 is as follows:
Deposits $26.984 million
Lending $54.640 million
Total $81.624 million

Our growth target for the 2014/15 financial year is $18 million.

Deposits $8 million
Lending $10 million
Total $18 million

| would like to personally and publicly thank the Barwon Heads Community Bank® Branch staff — Stephanie,
Alexandra, Noeline, Cath and Karen for their work over the last 12 months. | commend them on their work ethic,

professionalism and commitment to the service of our customers.
| would also like to thank our Board for their support and their tireless efforts and many hours of unpaid work.
And finally, a big thank you to our shareholders, customers and community partners for their ongoing support.

Together we are building a stronger community.

s Eﬁ_“

Kim Ferry
Branch Manager
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Bendigo and Adelaide Bank report

For year ending 30 June 2014

The past year marked two very significant milestones for our Community Bank® network, celebrating the opening
of its 300th branch while also reaching $120 million in community contributions. Both achievements could not
have been accomplished without your ongoing support as shareholders and customers.

The Community Bank® network has grown considerably since it was first launched in 1998, in partnership with the
people from the western Victorian farming towns of Rupanyup and Minyip. For these communities the Community
Bank® model was seen as a way to restore branch banking services to the towns, after the last of the major banks
closed its doors.

Sixteen years later, the model has grown into something even bigger than that. It has rapidly developed into a
partnership that generates a valued, alternative source of income for a community, funding activities or initiatives
that make a local town or suburb a better place to live.

In June 2014, the network welcomed its 305th branch in Penola, South Australia, and in the same week, the
Victorian coastal town of Port Fairy introduced its community to our unique style of banking. These branches join
a robust and maturing banking network where valued partnerships enhance banking services, taking the profits
their banking business generates and reinvesting that funding into initiatives that will ultimately strengthen their
community.

The Community Bank® network has returned more than $20 million in contributions to local communities in
this financial year alone. Our branches have been able to fund projects that make a difference to a community;
improved health services, sports programs, aged care facilities, education initiatives and community events that
connect communities and encourage prosperity.

Demand from communities remains strong, with about 30 Community Bank® branch sites currently in
development, and 10 branches expected to open nationally in the next 12 months. The network’s steady expansion
demonstrates the strength and relevance of a banking model where the desire to support the financial needs of
customers is equalled by the desire to realise shared aspirations by harnessing the power of community.

At the end of the financial year 2013/14 the Community Bank® network had achieved the following:
Returns to community — $122.2 million
Community Bank® branches — 305
Community Bank® branch staff — more than 1,500
Community Bank® company Directors — 1,900
Banking business — $24.46 billion
Customers — 550,000
Shareholders — 72,000
Dividends paid to shareholders since inception — $36.7 million.

The communities we partner with also have access to Bendigo and Adelaide Bank’s extensive range of other
community building solutions including the Community Enterprise Foundation™ (philanthropic arm), Community
Sector Banking (banking service for not-for-profit organisations), Generation Green™ (environment and
sustainability initiative), Community Telco® (telecommunications solution), tertiary education scholarships and
Connected Communities Enterprises that provide Community Bank® companies with further development options.
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Bendigo and Adelaide Bank report (continued)

In September last year the Bank announced it would commence a comprehensive review of the Community Bank®
model. The intention of the review is to rigorously explore and analyse the model, setting the vision and strategy
for a sustainable and successful commercial model, regardless of changes to operational and market conditions.
An update of this review will be provided at the Community Bank® National Conference in Darwin in September.

Bendigo and Adelaide Bank’s vision is to be Australia’s most customer-connected bank. We believe our strength
comes from our focus on the success of our customers, people, partners and communities. We take a 100-year
view of our business; we respectfully listen and respond to every customer’s choice, needs and objectives.

We partner for sustainable long-term outcomes and aim to be relevant, connected and valued.

To this aim, the Bank supports the Financial Systems Inquiry (FSI) which calls for an even playing field for all
banks in an effort to increase customer choice. It takes a principled approach to governing, encouraging banks to
consider all members of a community when they do business.

Bendigo and Adelaide Bank is a signatory to the Regional Banking submission in collaboration with Bank of
Queensland, Suncorp and ME Bank, while our independent submission focuses on the important role banks play in
communities.

Banks inject a high-level of capability and knowledge in the places they operate, supporting the sustainability of
communities and helping to ensure they’re viable. The Bank calls for a framework that incentivises banks, and the
people who work for them, to be good corporate citizens, while promoting ethical decision making, innovation and
better outcomes for customers and communities.

This financial year we launched our new www.bendigobank.com.au website. Packed with useful information and
easy to access online services, our 1.4 million customers can easily connect with us at home, at work or on their
mobile or tablet as well as learn more about our commitment to strengthening and supporting local communities.

In line with increasing demand for “anywhere, anytime” banking, we're excited about the impending introduction
of our improved online banking platform to our customers later this year.

As Community Bank® shareholders you are part of something special, a unique banking movement founded on a
whole new way of thinking about banking and the role it plays in modern society.

The Community Bank® model is the ultimate example of a win/win partnership and | thank you for your important
support of your local Community Bank® branch.

Robert Musgrove
Executive Community Engagement
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Directors’ report

For the financial year ended 30 June 2014

Your directors submit the financial statements of the company for the financial year ended 30 June 2014.

Directors

The names and details of the company’s directors who held office during or since the end of the financial year:

Thomas Edward White

Chairman

Occupation: Lawyer

Qualifications, experience and expertise: Bachelor of Commerce and Bachelor of Law (Hons). Practiced as a
Commercial Lawyer for over 12 years. Managing Partner of Geelong based law firm Coulter Roache Lawyers and
operates the Barwon Heads branch office. Life Member of Gateways Support Services. Active member of the
local community.

Special responsibilities: Chairman

Interest in shares: 5,101

Jeffrey Michael Brooks

Deputy Chairman

Occupation: Company Director

Qualifications, experience and expertise: Company Director involved in Electronic Security and Risk
Management. Active member of the community.

Special responsibilities: Deputy Chairman, Community Development and Grants Committee
Interest in shares: 53,001

Jeffrey John Cole

Treasurer (Appointed 26 July 2013)

Occupation: Commercial Manager

Qualifications, experience and expertise: Jeff has worked for Lion for the last 7 years after moving from
Adelaide to Warrnambool to take up his current role. While a resident in Warrnambool he was on the Southwest
Healthcare Board for over 2 years before relocating to Barwon Heads as his employment moved to Melbourne.
Special responsibilities: Treasurer, Member of the Executive Committee, Chair of the Audit and Risk Committee
Interest in shares: 1

Merilyn Joy Harris

Secretary (Appointed 25 July 2013)

Occupation: Education Consultant (Part time)

Quialifications, experience and expertise: Initially trained as a secondary teacher but moved into education
policy roles in the State Department of Education and Department of Premier and Cabinet. Fifteen years
experience in senior management in the tertiary education sector, including senior policy/ secretariat roles at
Monash and Deakin Universities. More recent experience in a range of short-term education consultancy roles
in the university sector.

Special responsibilities: Secretary

Interest in shares: 1
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Directors’ report (continued)

Directors (continued)

Pieter Aart Roos

Director

Occupation: Builder

Qualifications, experience and expertise: 40 years working in the Geelong-Bellarine Peninsula area as builder in
family construction business. Has travelled extensively with interest in orchid horticulture. Past President of the
Geelong Orchid Society.

Special responsibilities:

Interest in shares: 5,101

Graeme Leslie Hanel

Director (Appointed 26 July 2013)

Occupation: Public Servant, Victorian Government

Qualifications, experience and expertise: Current: Principal Regional coordinator Barwon South West,
Department of Environment and Primary industries. Past: State Manager Advocacy and Education, Fisheries
Victoria, Regional Fisheries Manager South West Victoria, Department of Environment and Natural Resources.
Associate Diploma of Wildlife & Park Management, Diploma of Frontline Management, (RMIT).

Special responsibilities: Chair Community Development and Grants Committee

Interest in shares: 1

Annette Amanda Cotter

Director (Appointed 12 February 2014)

Occupation: Business Proprietor

Qualifications, experience and expertise: Founder and managing partner of an award winning small business
in the events industry. Over 20 years experience in retail and shopping centre property management. Current
president of Barwon Heads Kindergarten. Past representation in Committees including Barwon Heads Appeals
Committee, Tourism Geelong, Central Geelong Marketing and Nine Lives (Geelong Football club). Bachelor of
Commerce (Deakin) Graduate Diploma Shopping Management.

Special responsibilities: Community Development and Grants Committee

Interest in shares: 1

Janice Margaret Dart

Director (Appointed 12 February 2014)

Occupation: Retired

Qualifications, experience and expertise: Diploma of Education (Primary). Janice has enjoyed a varied career,
first in education, followed by almost a decade in business in rural New South Wales, and 16 years in the water
industry - including seven years in senior management with responsibilities including communication, media
and brand management, and community engagement. Adjudicator for the Australasian Annual report Awards
since 2007. Active member of the community.

Special responsibilities: Community Development and Grants Committee

Interest in shares: Nil

Barry Anthony Stevens

Director (Appointed 24 June 2014)

Occupation: Accountant

Qualifications, experience and expertise: Bachelor of Business (Accounting). Certified Practicing Accountant
of Australia. Public practise accountant for over 20 years. One of the founding partners of Affinity Accountants
with offices in Geelong and Melbourne. Active member of the local community.

Special responsibilities: Community Development & Grants Committee

Interest in shares: Nil
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Directors’ report (continued)

Directors (continued)

Margaret Christina Austin

Director (Appointed 24 June 2014)

Occupation: Retired

Qualifications, experience and expertise: Extensive experience in the banking sector. Past owner of Getaway
Holiday rentals Barwon Heads and a former office manager at Bellarine Sports and Leisure Centre Ocean
Grove. Former owner and director of KFC in Geelong. Past President of Barwon Heads Golf Club Women'’s
Committee and represented it on the main Committee for two years. Margaret was on the Committee of the
Barwon Heads Primary School and Chair of the Easter fate. Represented Barwon Heads in tennis and also an
active member of the Netball Club.

Special responsibilities: Community Development & Grants Committee

Interest in shares: Nil

Christopher Peter Bryan

Director (Resigned 30 June 2014)

Occupation: Business Proprietor

Qualifications, experience and expertise: Extensively working history in the media over a 20 year period,
including in the newspaper industry, regional and metropolitan radio and associate roles in graphic design and
marketing. Self employed proprietor of media agency.

Special responsibilities: Nil

Interest in shares: 7,101

Martin Anthony Klabbers

Director (Resigned 18 December 2013)

Occupation: Upholsterer

Qualifications, experience and expertise: Trained radio and TV technician. Served in the Reserves of the
Royal Australian Artillery (RAA) as a regimental surveyor. Currently works and operates local family upholstery
business. Over the past 35 years has been involved with several local community groups and associations
Special responsibilities: Nil

Interest in shares: 6,701

James Higbie Polhemus

Director (Resigned 12 December 2013)

Occupation: Retired

Qualifications, experience and expertise: Academic political scientist by training, with a BS from University
of Tennessee, MA from University of Virginia and PhD from Duke University in The United States. Has taught
in universities in the United States, Nigeria, Botswana and Australia. Involved in establishment of Deakin
University and served as Dean of Social Sciences for eight years. Responsible for multi-million dollar
Democracy and Good Governance projects for United States Agency for International Development in Zambia
and Ethiopia. After leaving US AID in 2002, carried out short term consultancies for Irish Aid, the Canadian
International Development Agency, the Carter Centre, the Parliament of Ethiopia, United Nations Development
Program, and the Netherlands Institute of International Relations.

Special responsibilities:

Interest in shares: Nil
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Directors’ report (continued)

Directors (continued)

Hamish Lonsdale

Vice Chairman (Resigned 12 December 2013)

Occupation: Systems Engineer

Qualifications, experience and expertise: Proprietor and Director of local Information Technology support
business. Heavily involved with the local community groups as President of the Barwon Heads Traders and
Tourism Association and Honorary Secretary of Barwon Heads Sailing Association.

Special responsibilities:

Interest in shares: 8,601

David Gotley Cooke

Director (Resigned 12 December 2013)

Occupation: Farmer

Qualifications, experience and expertise: Extensive work history in farming and business ownership/
proprietorship. 25 years as part-owner of local bus line including contract school runs. Now a partner in two
local supermarket. Member of Rotary.

Special responsibilities: Nil

Interest in shares: 2000

Denis Newton Crake

Treasurer (Resigned 12 December 2013)

Occupation: Retired

Qualifications, experience and expertise: Senior Finance/Commercial roles in public companies. Fellow of the
Certified Practicing Accountants Australia.

Special responsibilities: Treasurer

Interest in shares: Nil

Heather Mary McCarthy

Chairman (Resigned 12 December 2013)

Occupation: Business Proprietor

Qualifications, experience and expertise: Owner and Manager of a small business in Barwon Heads for the
past 16 years. Previously spent 32 years in the Victorian Education department in a number of roles including
Secondary School teaching, Careers Advisor, Curriculum consultant and Professional Development Manager.
Former Councillor with town of Camperdown Council between 1983 and 1987. Member of Bellarine Tourism
and Barwon Heads Traders and Tourism Association

Special responsibilities: Chairperson until 2013 AGM

Interest in shares: 8,101

John Anthony Wheal

Secretary (Resigned 12 December 2013)

Occupation: Retired

Qualifications, experience and expertise: 29 Years service in the Royal Australian Air Force. Logistics
experience in industry. Victorian Public Service. Treasurer of the Geelong Aero Club. Active member of the
Ocean Grove Barwon Heads RSL Sub-branch.

Special responsibilities: Secretary

Interest in shares: 11,101

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

No directors have material interests in contracts or proposed contracts with the company.
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Directors’ report (continued)

Company Secretary

The company secretary is Merilyn Harris. Merilyn was appointed to the position of secretary on 12 December
2013.

Recently involved in a range of short-term education consultancy roles in the university sector.

Principal Activities

The principal activities of the company during the financial year were facilitating Community Bank® services under
management rights to operate a franchised branch of Bendigo and Adelaide Bank Limited.

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

Operating results

Operations have continued to perform in line with expectations. The profit/(loss) of the company for the financial
year after provision for income tax was:

Year ended 30 June 2014 | Year ended 30 June 2013
$ $

349 (90,303)

Remuneration report

Directors’ remuneration
All directors perform their duties solely in a voluntary capacity and do not receive or expect any form of income.

Barwon Heads Community Enterprise Limited has accepted the Community Bank® Directors’ Privileges package.
The package is available to all directors who can elect to avail themselves of the benefits based on their personal
banking with the Barwon Heads Community Enterprise Limited® branch. There is no requirement to own Bendigo
and Adelaide Bank Limited shares and there is no qualification period to qualify to utilise the benefits. The
package mirrors the benefits currently available to Bendigo and Adelaide Bank shareholders. No directors elected
to avail themselves of the package during the period under review.

Transactions with directors

As a business owner, Christopher Peter Bryan supplied Barwon heads Community Enterprises 491
Limited with the printing of a banner, a domain name and printing of posters.

Annual report
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Directors’ report (continued)

Remuneration report (continued)

Directors’ shareholdings

Balance Changes Balance

at start of during the at end of

the year year the year
Thomas Edward White 5,101 - 5,101
Jeffrey Michael Brooks 53,001 - 53,001
Jeffrey John Cole (Appointed 26 July 2013) 1 - 1
Merilyn Joy Harris (Appointed 25 July 2013) 1 - 1
Pieter Aart Roos 5,101 - 5,101
Graeme Leslie Hanel (Appointed 26 July 2013) 1 - 1
Annette Amanda Cotter (Appointed 12 February 2014) 1 - 1
Janice Margaret Dart (Appointed 12 February 2014) - - -
Barry Anthony Stevens (Appointed 24 June 2014) - - -
Margaret Christina Austin (Appointed 24 June 2014) - - -
Christopher Peter Bryan (Resigned 30 June 2014) 7,101 - 7,101
Martin Anthony Klabbers (Resigned 18 December 2013) 6,701 - 6,701
James Higbie Polhemus (Resigned 12 December 2013) - - -
Hamish Lonsdale (Resigned 12 December 2013) 8,601 - 8,601
David Gotley Cooke (Resigned 12 December 2013) - - -
Denis Newton Crake (Resigned 12 December 2013) - - -
Heather Mary McCarthy (Resigned 12 December 2013) 8,101 - 8,101
John Anthony Wheal (Resigned 12 December 2013) 11,101 - 11,101

Dividends

No dividends were declared or paid for the previous year and the directors recommend that no dividend be paid for

the current year.

Significant changes in the state of affairs

In the opinion of the directors there were no significant changes in the state of affairs of the company that

occurred during the financial year under review not otherwise disclosed in this report or the financial statements.

Events since the end of the financial year

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 future years.
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Directors’ report (continued)

Likely developments

The company will continue its policy of facilitating banking services to the community.

Environmental regulation

The company is not subject to any significant environmental regulation.

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 manager of the company
except where the liability arises out of conduct involving 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.

Directors’ meetings

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

Board Meetings Attended
Eligible Attended

Thomas Edward White 13 8
Jeffrey Michael Brooks 13 11
Jeffrey John Cole (Appointed 26 July 2013) 13 10
Merilyn Joy Harris (Appointed 25 July 2013) 13 12
Pieter Aart Roos 13 10
Graeme Leslie Hanel (Appointed 26 July 2013) 13 11
Annette Amanda Cotter (Appointed 12 February 2014) 5 5
Janice Margaret Dart (Appointed 12 February 2014) 5 5
Barry Anthony Stevens (Appointed 24 June 2014) - -

Margaret Christina Austin (Appointed 24 June 2014) - -

Christopher Peter Bryan (Resigned 30 June 2014) 12 8
Martin Anthony Klabbers (Resigned 18 December 2013) 7 6
James Higbie Polhemus (Resigned 12 December 2013) - -

Hamish Lonsdale (Resigned 12 December 2013) 5 3
David Gotley Cooke (Resigned 12 December 2013) 7 5
Denis Newton Crake (Resigned 12 December 2013) 7 6
Heather Mary McCarthy (Resigned 12 December 2013) 7 7

John Anthony Wheal (Resigned 12 December 2013) 7 6
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Directors’ report (continued)

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings
on behalf of the company, or to 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 part of those proceedings.

No proceedings have been brought or intervened in on behalf of the company with leave of the Court under section
237 of the Corporations Act 2001.

Non audit services

The company may decide to employ the auditor on assignments additional to their statutory duties where the
auditor’s expertise and experience with the company are important. Details of the amounts paid or payable to the
auditor (Andrew Frewin Stewart) for audit and non audit services provided during the year are set out in the notes
to the accounts.

The board of directors has considered the position, in accordance with the advice received from the Audit
committee and is satisfied that the provision of the non-audit services is compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001.

The directors are satisfied that the provision of non-audit services by the auditor, as set out in the notes did not
compromise the auditor independence requirements of the Corporations Act 2001 for the following reasons:

all non-audit services have been reviewed by the Audit committee to ensure they do not impact on the
impartiality and objectivity of the auditor

none of the services undermine the general principles relating to auditor independence as set out in APES 110
Code of Ethics for Professional Accountants, including reviewing or auditing the auditor’s own work, acting in

a management or a decision-making capacity for the company, acting as advocate for the company or jointly
sharing economic risk and rewards.

Auditor’s independence declaration

A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is
set out on page 15.

Signed in accordance with a resolution of the Board of Directors at Barwon Heads, Victoria on 4 September 2014.

Thomas Edward White,
Chairman
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Auditor’s independence declaration

Poriners in success
Chariered Actounlants

Lead auditor’s independence declaration under section 307C of the Corporations
Act 2001 to the directors of Barwon Heads Community Enterprise Limited

I declare that, to the best of my knowledge and belief, during the vear ended 30 June 2014 there have bean
no contraventions of

* the awditor Independence requirements as ot oull bn the Corpongdions Act 2001 In relation to the
i
*  anmy applicable code of professional conduct in refation to the review

\“_,.

II'-II'
David Hutchings
Andrew Frewin Stewart

@l Bull Street, Bendigo Vet 3550

Dated: 4 September 2014

LiiwTry beiw by g sl pppemd ek Sl Benlids e gien dd0d e P01

1 (03] 54030384 Fr 030 St 5304 18185 Bl $1F0 Baw 454 Benllgn Wi 1551 rhraldmliganm wmw b dig e o g
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Financial statements

Statement of Comprehensive Income
for the year ended 30 June 2014

Note 2014 2013
$ $

Revenue from ordinary activities 4 661,538 422,111
Employee benefits expense (311,324) (267,911)
Charitable donations, sponsorship, advertising and promotion (43,695) (26,987)
Occupancy and associated costs (109,414) (92,069)
Systems costs (36,477) (29,927)
Depreciation and amortisation expense 5 (33,245) (42,817)
Finance costs 5 - (284)
General administration expenses (119,855) (83,936)
Profit/(loss) before income tax 7,528 (121,820)
Income tax (expense)/credit 6 (7,179) 31,517
Profit/(loss) after income tax 349 (90,303)
Total comprehensive income for the year 349 (90,303)
Earnings per share for profit/(loss) attributable to the ordinary
shareholders of the company: ¢ ¢
Basic earnings per share 21 0.04 (11.05)

The accompanying notes form part of these financial statements.
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Financial statements (continued)

Balance Sheet
as at 30 June 2014

Note 2014 2013
$ $

ASSETS
Current Assets
Cash and cash equivalents 7 475,217 431,820
Trade and other receivables 8 39,396 22,945
Current tax asset 6 1,530 -
Total Current Assets 516,143 454,765
Non-Current Assets
Property, plant and equipment 9 141,785 153,034
Intangible assets 10 62,340 84,336
Deferred tax assets 11 22,691 29,870
Total Non-Current Assets 226,816 267,240
Total Assets 742,959 722,005
LIABILITIES
Current Liabilities
Trade and other payables 12 24,787 4,765
Borrowings 13 4,802 4,542
Provisions 14 2,642 2,319
Total Current Liabilities 32,231 11,626
Total Liabilities 32,231 11,626
Net Assets 710,728 710,379
Equity
Issued capital 15 789,491 789,491
Accumulated losses 16 (78,763) (79,112)
Total Equity 710,728 710,379

The accompanying notes form part of these financial statements.
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Financial statements (continued)

Statement of Changes in Equity
for the year ended 30 June 2014

Issued Accumulated Total
capital losses equity
$ $ $

Balance at 1 July 2012 789,491 11,191 800,682
Total comprehensive income for the year - (90,303) (90,303)
Transactions with owners in their capacity as owners:
Shares issued during period - - -
Costs of issuing shares - - -
Dividends provided for or paid - - -
Balance at 30 June 2013 789,491 (79,112) 710,379
Balance at 1 July 2013 789,491 (79,112) 710,379
Total comprehensive income for the year - 349 349
Transactions with owners in their capacity as owners:
Shares issued during period - - -
Costs of issuing shares - - -
Dividends provided for or paid - - -
Balance at 30 June 2014 789,491 (78,763) 710,728

The accompanying notes form part of these financial statements.
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Financial statements (continued)

Statement of Cash Flows
for the year ended 30 June 2014

Note 2014 2013
$ $

Cash flows from operating activities

Receipts from customers 685,903 460,591
Payments to suppliers and employees (655,259) (533,967)
Interest received 14,283 18,089
Interest paid - (284)
Income taxes paid (1,530) 834
Net cash provided by/(used in) operating activities 17 43,397 (54,737)
Cash flows from investing activities

Payments for property, plant and equipment - (15,773)
Refund of fitout deposit paid - 81,797
Net cash used in investing activities - 66,024
Net increase in cash held 43,397 11,287
Cash and cash equivalents at the beginning of the financial year 431,820 420,533
Cash and cash equivalents at the end of the financial year 7(a) 475,217 431,820

The accompanying notes form part of these financial statements.
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Notes to the financial statements

For year ended 30 June 2014

Note 1. Summary of significant accounting policies

a) Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting
Standards and Interpretations issued by the Australian Accounting Standard Boards and the Corporations Act
2001. The company is a for-profit entity for the purpose of preparing the financial statements.

Compliance with IFRS

These financial statements and notes comply with International Financial Reporting Standards (IFRS) as issued by
the International Accounting Standards Board (IASB).

Critical accounting estimates

The preparation of the financial statements requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the company’s accounting policies.
These areas involving a higher degree of judgement or complexities, or areas where assumptions and estimates
are significant to the financial statements are disclosed in note 3.

Historical cost convention

The financial statements have been prepared under the historical cost convention on an accruals basis as
modified by the revaluation of financial assets and liabilities at fair value through profit or loss and where stated,
current valuations of non-current assets. Cost is based on the fair values of the consideration given in exchange
for assets.

Comparative figures

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

Adoption of new and amended accounting standards

The company adopted the following standards and amendments, mandatory for the first time for the annual
reporting period commencing 1 July 2013:

AASB 2011-4 Amendments to Australian Accounting Standards to Remove Individual Key Management
Personnel Disclosure Requirements.

AASB 10 Consolidated Financial Statements, AASB 11 Joint Arrangements, AASB 12 Disclosure of Interests

in Other Entities, AASB 128 Investments in Associates and Joint Ventures, AASB 127 Separate Financial
Statements and AASB 2011-7 Amendments to Australian Accounting Standards arising from the Consolidation
and Joint Arrangements Standards.

AASB 2012-9 Amendment to AASB 1048 arising from the Withdrawal of Australian Interpretation 1039.

AASB 2012-10 Amendments to Australian Accounting Standards — Transition Guidance and other Amendments
which provides an exemption from the requirement to disclose the impact of the change in accounting policy on

the current period.

AASB 13 Fair Value Measurement and AASB 2011-8 Amendments to Australian Accounting Standards arising
from AASB 13.
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)
a) Basis of preparation (continued)
Adoption of new and amended accounting standards (continued)

AASB 119 Employee Benefits (September 2011) and AASB 2011-10 Amendments to Australian Accounting
Standards arising from AASB 119 (September 2011).

AASB 2012-5 Amendments to Australian Accounting Standards arising from Annual Improvements 2009-2011
Cycle.

AASB 2012-2 Amendments to Australian Accounting Standards — Disclosures — Offsetting Financial Assets and
Financial Liabilities.

AASB 2011-4 removes the individual key management personnel disclosure requirements in AASB 124 Related
Party Disclosures. As a result the company now only discloses the key management personnel compensation in
total and for each of the categories required in AASB 124. Detailed key management personnel compensation is
outlined in the remuneration report, included as part of the directors’ report.

The adoption of revised standard AASB 119 has resulted in a change to the accounting for the company’s annual
leave obligations. As the entity does not expect all annual leave to be taken within 12 months of the respective
service being provided, annual leave obligations are now classified as long-term employee benefits in their entirety.
This changes the measurement of these obligations, as the entire obligation is now measured on a discounted
basis and no longer split into a short-term and a long-term portion. However, the impact of this change is
considered immaterial on the financial statements overall as the majority of the annual leave is still expected to be
taken within 12 months after the end of the reporting period.

None of the remaining new standards and amendments to standards that are mandatory for the first time for the
financial year beginning 1 July 2013 affected any of the amounts recognised in the current period or any prior
period and are not likely to affect future periods.

The company has not elected to apply any pronouncements before their mandatory operative date in the annual
reporting period beginning 1 July 2013.

Economic dependency - Bendigo and Adelaide Bank Limited

The company has entered into a franchise agreement with Bendigo and Adelaide Bank Limited that governs the
management of the Community Bank® branch at Barwon Heads, Victoria.

The branch operates as a franchise of Bendigo and Adelaide Bank Limited, using the name “Bendigo Bank” and
the logo and system of operations of Bendigo and Adelaide Bank Limited. The company manages the Community
Bank® branch on behalf of Bendigo and Adelaide Bank Limited, however all transactions with customers conducted
through the Community Bank® branch are effectively conducted between the customers and Bendigo and Adelaide
Bank Limited.

All deposits are made with Bendigo and Adelaide Bank Limited, and all personal and investment products are
products of Bendigo and Adelaide Bank Limited, with the company facilitating the provision of those products. All
loans, leases or hire purchase transactions, issues of new credit or debit cards, temporary or bridging finance and
any other transaction that involves creating a new debt, or increasing or changing the terms of an existing debt
owed to Bendigo and Adelaide Bank Limited, must be approved by Bendigo and Adelaide Bank Limited. All credit
transactions are made with Bendigo and Adelaide Bank Limited, and all credit products are products of Bendigo
and Adelaide Bank Limited.

Bendigo and Adelaide Bank Limited provides significant assistance in establishing and maintaining the Community
Bank® branch franchise operations. It also continues to provide ongoing management and operational support,
and other assistance and guidance in relation to all aspects of the franchise operation, including advice in relation
to:
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)

a) Basis of preparation (continued)

Economic dependency - Bendigo and Adelaide Bank Limited (continued)

+ advice and assistance in relation to the design, layout and fit out of the Community Bank® branch;

+ training for the branch manager and other employees in banking, management systems and interface protocol
- methods and procedures for the sale of products and provision of services

+ security and cash logistic controls

- calculation of company revenue and payment of many operating and administrative expenses

+ the formulation and implementation of advertising and promotional programs

+ sales techniques and proper customer relations.

The following is a summary of the material accounting policies adopted by the company in the preparation of the
financial statements. The accounting policies have been consistently applied, unless otherwise stated.

b) Revenue

Revenue is recognised when the amount of revenue can be reliably measured, it is probable that future economic
benefits will flow to the company and any specific criteria have been met. Interest and fee revenue is recognised
when earned. The gain or loss on disposal of property, plant and equipment is recognised on a net basis and is
classified as income rather than revenue. All revenue is stated net of the amount of Goods and Services Tax (GST).

Revenue calculation

The franchise agreement with Bendigo and Adelaide Bank Limited provides for three types of revenue earned by
the company. First, the company is entitled to 50% of the monthly gross margin earned by Bendigo and Adelaide
Bank Limited on products and services provided through the company that are regarded as “day to day” banking
business (i.e. ‘margin business’). This arrangement also means that if the gross margin reflects a loss (that is, the
gross margin is a negative amount), the company effectively incurs, and must bear, 50% of that loss.

The second source of revenue is commission paid by Bendigo and Adelaide Bank Limited on the other products
and services provided through the company (i.e. ‘commission business’). The commission is currently payable
on various specified products and services, including insurance, financial planning, common fund, Sandhurst
Select, superannuation, commercial loan referrals, products referred by Rural Bank, leasing referrals, fixed loans
and certain term deposits (>90 days). The amount of commission payable can be varied in accordance with

the Franchise Agreement (which, in some cases, permits commissions to be varied at the discretion of Bendigo
and Adelaide Bank Limited). This discretion has been exercised on several occasions previously. For example in
February 2011 and February 2013 Bendigo and Adelaide Bank Limited reduced commissions on two core banking
products to ensure a more even distribution of income between Bendigo and Adelaide Bank Limited and its
Community Bank® partners. The revenue share model is subject to regular review to ensure that the interests of
Bendigo and Adelaide Bank Limited and Community Bank® companies remain balanced.

The third source of revenue is a proportion of the fees and charges (i.e. what are commonly referred to as ‘bank
fees and charges’) charged to customers. This proportion, determined by Bendigo and Adelaide Bank Limited, may
vary between products and services and may be amended by Bendigo and Adelaide Bank Limited from time to
time.
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)
c) Income tax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or loss for the period. It is calculated using tax rates and tax laws that have been enacted or
substantively enacted by reporting date. Current tax for current and prior periods is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the balance sheet liability method on temporary differences arising from
differences between the carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets

are recognised to the extent that it is probable that sufficient taxable amounts will be available against which
deductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax
assets and liabilities are not recognised if the temporary differences giving rise to them arise from the initial
recognition of assets and liabilities (other than as a result of a business combination) which affects neither
taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable
temporary differences arising from goodwill.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities reflects the tax
consequences that would follow from the manner in which the consolidated entity expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax and
when the balances relate to taxes levied by the same taxation authority and the company entity intends to settle
its tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the statement of comprehensive income,
except when it relates to items credited or debited to equity, in which case the deferred tax is also recognised
directly in equity, or where it arises from initial accounting for a business combination, in which case it is taken into
account in the determination of goodwill or excess.

d) Employee entitlements

Provision is made for the company’s liability for employee benefits arising from services rendered by employees
to balance date. Employee benefits that are expected to be settled within one year have been measured at the
amounts expected to be paid when the liability is settled, plus related on-costs. Employee benefits payable later
than one year have been measured at the present value of the estimated future cash outflows to be made for
those benefits.

The company contributes to a defined contribution plan. Contributions to employee superannuation funds are
charged against income as incurred.
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)

e) Cash and cash equivalents

For the purposes of the statement of cash flows, cash includes cash on hand and in banks and investments in
money market instruments, net of outstanding bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities on the balance sheet.

f) Trade receivables and payables

Receivables are carried at their amounts due. The collectability of debts is assessed at balance date and specific
provision is made for any doubtful accounts. Liabilities for trade creditors and other amounts are carried at cost
that is the fair value of the consideration to be paid in the future for goods and services received, whether or not
billed to the company.

g) Property, plant and equipment

Plant and equipment, leasehold improvements and equipment under finance lease are stated at cost less
accumulated depreciation and impairment. Cost includes expenditure that is directly attributable to the acquisition
of the item. In the event that settlement of all or part of the purchase consideration is deferred, cost is determined
by discounting the amounts payable in the future to their present value as at the date of acquisition.

Depreciation is provided on property, plant and equipment, including freehold buildings but excluding land.
Depreciation is calculated on a straight line basis so as to write off the net cost of each asset over its expected
useful life to its estimated residual value. Leasehold improvements are depreciated at the rate equivalent to
the available building allowance using the straight line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each annual reporting period.

The following estimated useful lives are used in the calculation of depreciation:

- leasehold improvements 40 years
- plant and equipment 2.5-40 years
- furniture and fittings 4-40 years

h) Intangibles

The franchise fee paid to Bendigo and Adelaide Bank Limited has been recorded at cost and is amortised on a
straight line basis over the life of the franchise agreement.

The renewal processing fee paid to Bendigo and Adelaide Bank Limited when renewing the franchise agreement
has also been recorded at cost and is amortised on a straight line basis over the life of the franchise agreement.

i) Payment terms

Receivables and payables are non interest bearing and generally have payment terms of between 30 and 90 days.

j) Borrowings

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

Annual report



Notes to the financial statements (continued)

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

Recognition and initial measurement

Financial instruments, incorporating financial assets and financial liabilities are recognised when the entity
becomes a party to the contractual provisions of the instrument.

Financial instruments are initially measured at fair value plus transaction costs. Financial instruments are
classified and measured as set out below.
Derecognition

Financial assets are derecognised where the contractual rights to receipt of cash flows expires or the asset is
transferred to another party whereby the entity no longer has any significant continuing involvement in the risks
and benefits associated with the asset.

Classification and subsequent measurement

(iy Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are subsequently measured at amortised cost using the effective interest rate
method.

(ii) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets that have fixed maturities and fixed or
determinable payments, and it is the entity’s intention to hold these investments to maturity. They are
subsequently measured at amortised cost using the effective interest rate method.

(iii) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either not suitable to be classified
into other categories of financial assets due to their nature, or they are designated as such by management.
They comprise investments in the equity of other entities where there is neither a fixed maturity nor fixed or
determinable payments.

They are subsequently measured at fair value with changes in such fair value (i.e. gains or losses) recognised
in the Statement of Comprehensive Income. Available-for-sale financial assets are included in non-current
assets except where that are expected to be sold within 12 months after the end of the reporting period. All
other financial assets are classified as current assets.

(iv) Financial liabilities
Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortised cost
using the effective interest rate method.

Impairment

At each reporting date, the entity assesses whether there is objective evidence that a financial instrument has
been impaired. Impairment losses are recognised in the statement of comprehensive income.
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)

I) Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset,
but not the legal ownership are transferred to the company are classified as finance leases. Finance leases are
capitalised by recording an asset and a liability at the lower of the amounts equal to the fair value of the leased
property or the present value of the minimum lease payments, including any guaranteed residual values. Lease
payments are allocated between the reduction of the lease liability and the lease interest expense for the period.

Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives or the lease
term. Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor,
are charged as expenses in the periods in which they are incurred. Lease incentives under operating leases are
recognised as a liability and amortised on a straight-line basis over the life of the lease term.

m) 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 of other past events, it is
probable that a future sacrifice of economic benefits will be required and a reliable estimate can be made of the
amount of the obligation.

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

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

o) Earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, excluding
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares
outstanding during the financial year, adjusted for bonus elements in ordinary shares issued during the year.

p) 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 included in the statement of cash flows on a gross basis.

The GST components of cash flows arising from investing and financing activities which are recoverable from, or
payable to, the taxation authority are classified as operating cash flows.
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Notes to the financial statements (continued)

Note 2. Financial risk management

The company’s activities expose it to a limited variety of financial risks: market risk (including currency risk, fair
value interest risk and price risk), credit risk, liquidity risk and cash flow interest rate risk. The company’s overall
risk management program focuses on the unpredictability of financial markets and seeks to minimise potential

adverse effects on the financial performance of the entity. The entity does not use derivative instruments.

Risk management is carried out directly by the board of directors.

(i)

(ii)

Market risk
The company has no exposure to any transactions denominated in a currency other than Australian dollars.
Price risk

The company is not exposed to equity securities price risk as it does not hold investments for sale or at fair
value. The company is not exposed to commodity price risk.

(iii) Credit risk

The company has no significant concentrations of credit risk. It has policies in place to ensure that customers
have an appropriate credit history. The company’s franchise agreement limits the company’s credit exposure to
one financial institution, being Bendigo and Adelaide Bank Limited.

(iv) Liquidity risk

Prudent liquidity management implies maintaining sufficient cash and marketable securities and the availability
of funding from credit facilities. The company believes that its sound relationship with Bendigo and Adelaide
Bank Limited mitigates this risk significantly.

Cash flow and fair value interest rate risk

Interest-bearing assets are held with Bendigo and Adelaide Bank Limited and subject to movements in market
interest. Interest-rate risk could also arise from long-term borrowings. Borrowings issued at variable rates
expose the company to cash flow interest-rate risk. The company believes that its sound relationship with
Bendigo and Adelaide Bank Limited mitigates this risk significantly.

(vi) 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:

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 where the relevant rate of return is equal to the
weighted average interest rate on 90 day bank bills over that 12 month period plus 5%.

The board is managing the growth of the business in line with this requirement. There are no other externally
imposed capital requirements, although the nature of the company is such that amounts will be paid in the
form of charitable donations and sponsorship. Charitable donations and sponsorship paid for the year ended
30 June 2014 can be seen in the statement of comprehensive income.

There were no changes in the company’s approach to capital management during the year.
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Notes to the financial statements (continued)

Note 3. Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that may have a financial impact on the entity and that are believed to be
reasonable under the circumstances.

The company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results.

Management has identified the following critical accounting policies for which significant judgements, estimates
and assumptions are made. Actual results may differ from these estimates under different assumptions and
conditions and may materially affect financial results or the financial position reported in future periods.

Further details of the nature of these assumptions and conditions may be found in the relevant notes to the
financial statements.

Taxation

Judgement is required in assessing whether deferred tax assets and certain tax liabilities are recognised on

the balance sheet. Deferred tax assets, including those arising from un-recouped tax losses, capital losses and
temporary differences, are recognised only where it is considered more likely than not that they will be recovered,
which is dependent on the generation of sufficient future taxable profits.

Assumptions about the generation of future taxable profits depend on management’s estimates of future cash
flows. These depend on estimates of future sales volumes, operating costs, capital expenditure, dividends and
other capital management transactions. Judgements are also required about the application of income tax
legislation.

These judgements and assumptions are subject to risk and uncertainty. There is therefore a possibility that
changes in circumstances will alter expectations, which may impact the amount of deferred tax assets and
deferred tax liabilities recognised on the balance sheet and the amount of other tax losses and temporary
differences not yet recognised. In such circumstances, some or all of the carrying amount of recognised deferred
tax assets and liabilities may require adjustment, resulting in corresponding credit or charge to the statement of

comprehensive income.

Estimation of useful lives of assets

The estimation of the useful lives of assets has been based on historical experience and the condition of the
asset is assessed at least once per year and considered against the remaining useful life. Adjustments to useful
lives are made when considered necessary.

Impairment of assets

At each reporting date, the company reviews the carrying amounts of its tangible and intangible assets that have
an indefinite useful life to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent from
other assets, the consolidated entity estimates the recoverable amount of the cash-generating unit to which the
asset belongs.

Recoverable amount is the higher 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 for which the estimates of
future cash flows have not been adjusted.
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Notes to the financial statements (continued)

Note 3. Critical accounting estimates and judgements (continued)

Impairment of assets (continued)

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss

is recognised in profit or loss immediately, unless the relevant asset is carried at fair value, in which case the

impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is

increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrying

amount does not exceed the carrying amount that would have been determined had no impairment loss been

recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised

in profit or loss immediately, unless the relevant asset is carried at fair value, in which case the reversal of the

impairment loss is treated as a revaluation increase.

2014 2013
$ $

Note 4. Revenue from ordinary activities
Operating activities:
- services commissions 635,222 399,169
- other revenue 33 35
Total revenue from operating activities 635,255 399,204
Non-operating activities:
- interest received 14,283 18,089
- rental revenue 12,000 4,818
Total revenue from non-operating activities 26,283 22,907
Total revenues from ordinary activities 661,538 422,111
Note 5. Expenses
Depreciation of non-current assets:
- plant and equipment 2,258 12,922
- leasehold improvements 8,992 7,897
Amortisation of hon-current assets:
- franchise agreement 1,998 2,000
- Establishment fee 19,998 19,998

33,245 42,817
Finance costs:
- interest paid - 284
Bad debts 16 -

Annual report

29



30

Notes to the financial statements (continued)

Note 2014 2013
$ $
Note 6. Income tax expense/credit
The components of tax expense comprise:
- Future income tax benefit attributable to losses - (29,016)
- Movement in deferred tax (2,160) (2,501)
- Recoupment of prior year tax losses 9,339 -
7,179 (31,517)
The prima facie tax on profit/(loss) from ordinary activities before
income tax is reconciled to the income tax expense as follows:
Operating profit/(loss) 7,528 (121,820)
Prima facie tax on profit/(loss) from ordinary activities at 30% 2,258 (36,546)
Add tax effect of:
- non-deductible expenses 6,599 6,708
- timing difference expenses 2,161 2,501
- other deductible expenses (1,679) (1,679)
9,339 (29,016)
Movement in deferred tax 11 (2,160) (2,501)
7,179 (31,517)
Note 7. Cash and cash equivalents
Cash at bank and on hand 66,565 34,292
Term deposits 408,652 397,528
475,217 431,820
Note 7.(a) Reconciliation to cash flow statement
The above figures reconcile to the amount of cash shown in the
statement of cash flows at the end of the financial year as follows:
Cash at bank and on hand 66,565 34,292
Term deposits 408,652 397,528
475,217 431,820
Note 8. Trade and other receivables
Trade receivables 23,609 15,168
Other receivables and accruals 15,787 7,777
39,396 22,945
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Notes to the financial statements (continued)

2014 2013
$ $
Note 9. Property, plant and equipment
Plant and equipment
At cost 29,475 29,475
Less accumulated depreciation (15,180) (12,922)
14,295 16,553
Leasehold improvements
At cost 144,378 144,378
Less accumulated depreciation (16,889) (7,897)
127,489 136,481
Total written down amount 141,785 153,034
Movements in carrying amounts:
Plant and equipment
Carrying amount at beginning 16,553 11,150
Reclassification of fit out - 14,532
Additions - 3,793
Less: depreciation expense (2,258) (12,922)
Carrying amount at end 14,295 16,553
Leasehold improvements
Carrying amount at beginning 136,481 228,727
Reclassification of fit out - (14,532)
Refund on building works deposit - (81,797)
Additions - 11,980
Disposals - -
Less: depreciation expense (8,992) (7,897)
Carrying amount at end 127,489 136,481
Total written down amount 141,785 153,034
Note 10. Intangible assets
Franchise fee
At cost 10,000 10,000
Less: accumulated amortisation (4,330) (2,332)
5,670 7,668
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Notes to the financial statements (continued)

2014 2013
$ $
Note 10. Intangible assets (continued)
Establishment fee
At cost 100,000 100,000
Less: accumulated amortisation (43,330) (23,332)
56,670 76,668
Total written down amount 62,340 84,336
Note 11. Tax
Non-Current:
Deferred tax assets
- accruals 3,605 602
- employee provisions 793 696
- tax losses carried forward 19,676 29,016
24,074 30,314
Deferred tax liability
- accruals 1,383 444
- deductible prepayments - -
1,383 444
Net deferred tax asset 22,691 29,870
Movement in deferred tax charged to statement of comprehensive income 7,179 31,517
Note 12. Trade and other payables
Trade creditors 1,911 309
Other creditors and accruals 22,876 4,456
24,787 4,765
Note 13. Borrowings
Current:
Loans - Directors - 400
Loan - Hunter Premium Funding Limited 4,802 4,142
4,802 4,542

The loan from Hunter Premium Funding Limited is a monthly instalment facility to fund the annual premium payable

for the directors and officers insurance policy provided by Marsh Insurance. There are twelve instalments payable.

Interest is charged at 9.73%.
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Notes to the financial statements (continued)

2014 2013
$ $

Note 14. Provisions
Current:
Provision for annual leave 2,642 2,319
Note 15. Contributed equity
817,464 Ordinary shares fully paid (2013: 817,464) 817,464 817,464
Less: equity raising expenses (27,973) (27,973)

789,491 789,491

Rights attached to shares

(a) Voting rights

(b

(c

=

-

Subject to some limited exceptions, each member has the right to vote at a general meeting.

On a show of hands or a poll, each member attending the meeting (whether they are attending the meeting

in person or by attorney, corporate representative or proxy) has one vote, regardless of the number of shares
held. However, where a person attends a meeting in person and is entitled to vote in more than one capacity
(for example, the person is a member and has also been appointed as proxy for another member) that person
may only exercise one vote on a show of hands. On a poll, that person may exercise one vote as a member and
one vote for each other member that person represents as duly appointed attorney, corporate representative or
proxy.

The purpose of giving each member only one vote, regardless of the number of shares held, is to reflect the
nature of the company as a community based company, by providing that all members of the community who
have contributed to the establishment and ongoing operation of the Community Bank® branch have the same
ability to influence the operation of the company.

Dividends

Generally, dividends are payable to members in proportion to the amount of the share capital paid up on the
shares held by them, subject to any special rights and restrictions for the time being attaching to shares. The
franchise agreement with Bendigo and Adelaide Bank Limited contains a limit on the level of profits or funds
that may be distributed to shareholders. There is also a restriction on the payment of dividends to certain
shareholders if they have a prohibited shareholding interest (see below).

Transfer

Generally, ordinary shares are freely transferable. However, the directors have a discretion to refuse to register
a transfer of shares.

Subject to the foregoing, shareholders may transfer shares by a proper transfer effected in accordance with the
company’s constitution and the Corporations Act 2001.
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Notes to the financial statements (continued)

Note 15. Contributed equity (continued)

Prohibited shareholding interest

A person must not have a prohibited shareholding interest in the company.

In summary, a person has a prohibited shareholding interest if any of the following applies:
They control or own 10% or more of the shares in the company (the “10% limit”).

In the opinion of the board they do not have a close connection to the community or communities in which the
company predominantly carries on business (the “close connection test”).

Where the person is a shareholder, after the transfer of shares in the company to that person the number of
shareholders in the company is (or would be) lower than the base number (the “base number test”). The base
number is 241. As at the date of this report, the company had 270 shareholders.

As with voting rights, the purpose of this prohibited shareholding provision is to reflect the community-based nature
of the company.

Where a person has a prohibited shareholding interest, the voting and dividend rights attaching to the shares in
which the person (and his or her associates) have a prohibited shareholding interest, are suspended.

The board has the power to request information from a person who has (or is suspected by the board of having)

a legal or beneficial interest in any shares in the company or any voting power in the company, for the purpose of
determining whether a person has a prohibited shareholding interest. If the board becomes aware that a member
has a prohibited shareholding interest, it must serve a notice requiring the member (or the member’s associate) to
dispose of the number of shares the board considers necessary to remedy the breach. If a person fails to comply
with such a notice within a specified period (that must be between three and six months), the board is authorised
to sell the specified shares on behalf of that person. The holder will be entitled to the consideration from the sale
of the shares, less any expenses incurred by the board in selling or otherwise dealing with those shares.

In the constitution, members acknowledge and recognise that the exercise of the powers given to the board may
cause considerable disadvantage to individual members, but that such a result may be necessary to enforce the
prohibition.

2014 2013
$ $
Note 16. Retained earnings/accumulated losses
Balance at the beginning of the financial year 710,379 800,682
Net profit/(loss) from ordinary activities after income tax 349 (90,303)
Dividends paid - -
Balance at the end of the financial year 710,728 710,379
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Notes to the financial statements (continued)

2014 2013
$ $

Note 17. Statement of cash flows
Reconciliation of profit/(loss) from ordinary activities after tax to net cash
provided by/(used in) operating activities
Profit/(Loss) from ordinary activities after income tax 349 (90,303)
Non cash items:
- depreciation 11,250 20,819
- amortisation 21,996 21,998
Changes in assets and liabilities:
- (increase)/decrease in receivables (16,451) 18,772
- (increase)/decrease in other assets 7,179 (29,036)
- (Increase)/decrease in tax assets (1,530) -
- increase in payables 20,282 1,962
- increase in provisions 323 2,319
- increase in borrowings - 379
- decrease in current tax liabilities - (1,647)
Net cash flows provided by/(used in) operating activities 43,397 (54,737)
Note 18. Leases
Operating lease commitments
Non-cancellable operating leases contracted for but not capitalised in the
financial statements
Payable - minimum lease payments:
- not later than 12 months 89,145 86,550
- between 12 months and 5 years 193,147 274,074
- greater than 5 years -

282,292 360,624

The Property lease is a non-cancellable lease with a five-year term, with rent

payable monthly in advance. There a two further 5 year options available.
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Notes to the financial statements (continued)

2014 2013

$ $
Note 19. Auditor’s remuneration
Amounts received or due and receivable by the auditor of the company for:
- audit and review services 3,850 3,850
- share registry services 1,550 1,550
- non audit services 1,702 1,552

7,102 6,952

Note 20. Director and related party disclosures

No director of the company receives remuneration for services as a company director or committee member.

There are no executives within the company whose remuneration is required to be disclosed.

Transactions with Directors

2014 2013
$ $
As a business owner, Christopher Peter Bryan supplied Barwon Heads
Community Enterprises Limited with the printing of a banner, a Domain
name and printing of posters. 491 -
Detailed shareholding disclosures are provided in the remuneration report,
included as part of the directors’ report.
Note 21. Earnings per share
2014 2013
$ $
a) | Profit/(Loss) attributable to the ordinary equity holders of the compan
(a) (( ) ! . y equity pany 349 (90,303)
used in calculating earnings per share
Number Number
(b) | Weighted average number of ordinary shares used as the denominator
817,464 817,464

in calculating basic earnings per share

Note 22. Events occurring after the reporting date

There have been no events after the end of the financial year that would materially affect the financial statements.
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Notes to the financial statements (continued)

Note 23. Contingent liabilities and contingent assets

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

statements.

Note 24. Segment reporting

The economic entity operates in the service sector where it facilitates Community Bank® services in Barwon

Heads, Victoria pursuant to a franchise agreement with Bendigo and Adelaide Bank Limited.

Note 25. Registered office/Principal place of business

The entity is a company limited by shares, incorporated and domiciled in Australia. The registered office and

principal place of business is:

Registered Office

Principal Place of Business

47 Hitchcock Avenue

Barwon Heads VIC 3227

70 Hitchcock Avenue
Barwon Heads VIC 3227

Note 26. Financial instruments

Financial Instrument Composition and Maturity Analysis

The table below reflects the undiscounted contractual settlement terms for all financial instruments, as well as the

settlement period for instruments with a fixed period of maturity and interest rate.

Fixed interest rate maturing in

Financial L. Non interest Weighted

inst t Floating interest beari

instrumen 1 year or less Over 1 to 5 years Over 5 years earing average
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 |2014 | 2013
$ $ $ $ $ $ $ $ $ $ % %

Financial

assets

Cash

and cash 408,652 | 397,528 - - - - - - - -13.20 | 3.99

equivalents

Receivables - - - - - - - -| 28,219 | 16,633 | N/A | N/A

Financial

liabilities

Interest

bearing - - 4,802 4,142 - - - - - 400 | 9.73 | 9.73

liabilities

Payables - - - - - - - - 1,911 309 | N/A | N/A
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Notes to the financial statements (continued)

Note 26. Financial instruments (continued)

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 the year end.

Credit Risk

The maximum exposure to credit risk at balance date to recognised financial assets is the carrying amount of
those assets as disclosed in the balance sheet and notes to the financial statements.

There are no material credit risk exposures to any single debtor or group of debtors under financial instruments
entered into by the economic entity.
Interest Rate Risk

Interest rate risk refers to the risk that the value of a financial instrument or cash flows associated with the
instrument will fluctuate due to changes in market interest rates. Interest rate risk arises from the interest bearing
financial assets and liabilities in place subject to variable interest rates, as outlined above.

Sensitivity Analysis

The company has performed sensitivity analysis relating to its exposure to interest rate risk at balance date.
This sensitivity analysis demonstrates the effect on the current year results and equity which could result from a
change in interest rates.

As at 30 June 2014, the effect on profit and equity as a result of changes in interest rate, with all other variables
remaining constant would be as follows:

2014 2013
$ $

Change in profit/(loss)
Increase in interest rate by 1% 4,087 3,975
Decrease in interest rate by 1% 4,087 3,975
Change in equity
Increase in interest rate by 1% 4,087 3,975
Decrease in interest rate by 1% 4,087 3,975
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Directors’ declaration

In accordance with a resolution of the directors of Barwon Heads Community Enterprise Limited, we state that:
In the opinion of the directors:

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

(i) giving a true and fair view of the company’s financial position as at 30 June 2014 and of its performance
for the financial year ended on that date; and

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional
reporting requirements; and

(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they
become due and payable.

(c) the audited remuneration disclosures set out in the remuneration report section of the directors’ report comply
with Accounting Standard AASB124 Related Party Disclosures and the Corporations Regulations 2001.

This declaration is made in accordance with a resolution of the board of directors.

Thomas Edward White,
Chairman

Signed on the 4th of September 2014.
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Independent audit report
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Chartered Accountants

Independent auditor's report to the members of Barwon Heads Community
Enterprise Limited

Repart an the financial report

| hiawe audited the acoom parvying financial repart of Barewan Heads Cammunity ERterpride Limited, which
oomprises the Balanos shast as at 30 lunse 2014, staterment of comprahensive incame, statemant of
changes in equity and cagh figar statement for the year then ended, 8 summary of significant ascaunting
policies and other explanatory noles and the directors’ declaration,

Directors' responsibility for the financial report

The directors of the company are responsible for the preparation and presentation of the financial repart in
aceordance with Ausiralian Accouniing Standards and the Covporobrons Act 200, This responsibility
includes establishing and malntaining internal controls relevant to the preparation and presentation of the
fimancial repart that is fres from matzrial misstatemant, whether dus to fraud or error; selecting and
applying appropriate acoounting palicies; and making fir sccounting sstirmates that are reasonable in the
circumstances. In note 1, the directors also state inaccordance with the Accounting Standard AA858 101
Preseniation of Finangial Statements that the financial stalements comply with International Financial
Reporting Standards,

Auditer's responsibility

Moy respongs bility is o express an opinion on the financial report based on the audil. | condected the swdat
in aooondance with Australlan Auditing Standards, These auditing standards require that | comply with
relevart ethical requiterments relating 1o audit engagements and plan and perform the audit o obain
reasonable assurance whether the financial report I free from material misstatement,

A audit ivvglves perlorming procedures to ebilain audit evidence sbout the amounts angd disclogures in the
financial repart, The procedures selecied depend aon my pedgement, including the assessment of the risks
of material misstatement of the financial repart, whether due to frawd or error, In making those risk
gssessments, | conshdar internal cartrals relevant to the entity's preparation and presentation af the
financial report in order to désign audit procedures that sre appropsiate in the circemstanees, but rat for
the purpose of expresseng an apinegn an the effectiveness of the entity's internal contrel, An audit also
includes evaluating the appropriateness of accounting polcees used and the ressonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial report,

The audit did nat involue an analysis of the prudence of business decisions made by direetors of
management.

I perfiormed the procedures to assess whether in all matenal respects the financial repart presents fairly, in
accordance with the Covpoviobions Act J00E and Australian Acounting Standards, a true and fair view which
in consisbent with my understanding of the company®s financial pesitien and of its performance,

I belleve that the aedit svidencs abtained 4 sufficient and apprapriate 1o provide a basis fer my audio
apinion,
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Independent audit report (continued)

Independence

In conducting the awdit | have complied with the independence requirements of the Corporations At 2007,
I hawe given ta the directors of the company a written auditor's independence declaration, a copy of which
isincluded in the directors’ report.

Auditor's opinion on the financial report
In My opinion:

1. The fimancial report of Barwon Heads Community Enterprise Limited is in accordance with the
Corporations Act 2000 incleding ghding a truee and fair view of the company's financial position as at 30
Jume 2014 and of its financial performance and its cash flows for the year then ended and complying
weith Australian Accounting Standards and the Corporations Regulations 2001,

2. The financial report also complies with International Financial Reporting Standards as issued by the
International Accounting Standands Board.

Report on the remuneration report

| have audited the remuneration report Included in the directors’ report for the year ended 30 June 2014,
The directors of the company are responsible for the preparation and presentation of the rermumeration
report in accordance with section 3004 of the Corpansfions AT 2001, My responsibility is 1o expre i an
opinlon on the remuneration report, based on the sudit conducted in accondance with & ustralian Auditing
Sandards.

Auditar's epinion an the remuneration report

Ifv erny @pinion, Ehe l"l'."ll'll..ll':Fl-ﬂl-!.II'l report of Barwon Heads Community Enderprise Limited for the year ended
30 Jume 2014, mﬂpliyith section 300w of the Corporadions Act 2001,

|
David Hutchings

Andrew Frewdn Stewart
61 Bull Street Bendigo Vic 3550

Dated: 4 September 2014
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