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Chairman’s Report 2012

As your Chairman, and on behalf of the Board, | am pleased to present my second Annual Report
on the affairs of your company, now in its 13" year of operation. It has been an extremely
challenging but satisfying year.

Thanks to the support of Community Bank® customers and shareholders, the Australia-wide
network has now returned more than $80 million to support and strengthen local communities.

Our Community Bank® branch has played a key role in this milestone, returning more than
$350,000 to our local community with a further $323,000 in dividends returned to local
shareholders over the past 12 years.

These community grants and sponsorships have made a significant difference to a number of local
organisations including, community groups, sporting clubs, welfare organisation, schools and
service clubs. We look forward to continuing to support these groups and others as more people
bank with us and we become more financially successful.

Our trading result for the financial year, after provision for income tax was a profit of $62,240 (2011
after tax profit $13,917). Revenue increased from $1.881 million in 2011 to 1.949 million in 2012,
which represents an increase of 4%. This increase in revenue was pleasing given the reduction in
commission from Bendigo and Adelaide Bank as reported previously and the branches focused on
lending and managing expenses.

Our Community Bank® company and our partner Bendigo and Adelaide Bank, encourages
transparency when setting interest rates and fees. The Bank is committed to appropriately
adjusting its interest rates (be it up or down) to ensure a fair balance is achieved between all
stakeholders — borrowers, depositors, shareholders, staff and communities in which we operate.

Funding for all banks is expensive and likely to remain so, as a result margins have been eroded
across the industry, credit growth is sluggish at best and subsequently the profitability of banks
remains under pressure.

Not surprisingly, these factors continue to place pressure on our Community Bank® company's
margin share with Bendigo and Adelaide Bank. We still share margin (in part based on fixed trails)
but this is continuing to reflect a skew in margin share between the Bank and its Community
Bank® partners.

We have been working hard to take action to reduce this imbalance (which is in favour the
Community Bank® partners) and see the share on core banking products closely align to the
principal of 50/50 revenue share. Recent market developments are challenging this goal and may
put further strain on our revenue growth over the next 12 months.

| would like to take this opportunity to congratulate our Senior Manager Michael Bell, our Branch
Managers, Julie Carrington at East Gosford, Terri Rutherford at Lisarow and Martin Creesey at

Kincumber and all staff for their dedication and commitment to the Community Bank® concept.

On behalf of the Board, | would like thank all our shareholders and customers for your support
helping to build a successful Community Bank® branch network, which in turn benefits our
community, it is through your support, our company and the Community Bank® concept
continues to grow.

Special thanks again must go to all Directors for giving up their time on a voluntary basis to support
the Community Bank® model.

Max Hiron - Chairman



Senior Branch Manager’s Report

A pleasing result with profit after tax improving by $48,323, given a tough year in banking due to
current economic conditions locally and nationally.

Competition for banking business both lending and deposits continues to be fierce and certainly
more competitive than it was a few years ago when | last stated how competitive the market had

become.

We continue to focus on the fact we need to increase our lending portfolio to all facets of the
community both personal and business to ensure we have a balance between funds held and
funds lent to minimise any future shocks that may occur. We have made this our priority over the
last financial year and will continue to do so into the foreseeable future so as margin share
concerns will not be as much of an issue to us as they are now.

Please support your Community Bank® branches with your banking business as this contributes
directly to our profitability and overall financial performance. Referrals from family and friends will

always be more than welcomed.

Our three branches continue to support community functions with staff involvement in a lot of these
events which is pleasing to see, spreading the word and benefits of the Community Bank®
concept to encourage new customers to our way of banking and service.

As | have also previously stated, our Community Bank® branches provide more than just
financial services. We are about encouraging community collaboration, keeping local money and
jobs in our community and directing future profits to local initiatives and projects.

We have sponsored some larger events this year on a collaborative basis with Ettalong
Community Bank® Branch and Wyong Community Bank® Branch to promote our branches and
banking to a wider audience. These were sponsoring of the Central Coast Rugby League 1*
Grade Competition and being one of the major sponsors of the Central Coast Business Excellence
Awards of which we were a finalist in the “Business Ethics” category. Both sponsorships provided
us with great exposure of our brand across the Central Coast.

A thank you to all staff across our three branches for your hard work and for your ongoing positive
attitudes to ensuring our business continues to be a success. Our Directors who assist the
business on a voluntary basis ensuring its long term viability, again thank you. Also, thank you to
our shareholders for your continued support of our branches and for what the Community Bank®

model represents within the community.

Michael Bell - Senior Branch Manager



East Gosford & Districts Financial Services Ltd

ABN 90 092 538 620
Directors’ Report

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

Directors

The names and details of the company's directors who held office during or since the end of the

financial year are:

Maxwell Robert Hiron

Chairman

Retired Electrical Contractor
Board member since 09/11/2005

Robert Geoffrey Rudd

Director

Retired Surveyor

Board member since 9/11/2005
Resigned 20/01/2012

Kenneth George Howes
Director

Chartered Accountant

Board member since 04/04/2004

Colin Moran

Director

Small Business Owner

Board member since 23/04/2008

Brian Wilfred Lindbeck
Treasurer

Retired Accountant

Board member since 09/11/2005

Theo Reginald Glover

Director

Sales and Marketing Manager
Board member since 25/8/2009

Garry Samuel Morris

Director

Financial Advisor

Board member since 04/04/2004

Mary Colling

Director

Retired Teacher

Board member since 25/08/2009

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

No directors have material interests in contracts or proposed contracts with the company.

Principal activities

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

Bendigo and Adelaide Bank Limited.

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

Operating results

The profit of the company for the financial year after provision for income tax was $62,240

(2011: $13,917).

Financial position

The net assets of the company have increased by $32,356 from June 30, 2011 to $621,940 in
2012. The increase is largely due to improved operating performance of the company.

Dividends

Dividends paid in the year:
- Final for the previous year

Significant changes in the state of affairs

Year Ended 30 June 2012
Cents Per Share $

3 29,884

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.



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Directors’ Report

Events after the reporting period

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

The East Gosford & Districts Financial Services Ltd Board 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 persenal banking with the East Gosford, Lisarow or Kincumber Community Bank® branch.
There is no requirement to own BEN shares and there is no qualification period to qualify to utilise the benefits.
The package mirrors benefits currently available to Bendigo and Adelaide Bank Shareholders. As at

30 June 2012 no directors have taken up this offer.

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

Future developments

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

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

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

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

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

Remuneration report

During the year Brian Lindbeck received $3,000 (2011: $7,580) as reimbursement of telephone, [T
and motor vehicle expenses.

No other Director has received or become entitled to receive, during or since the financial year, a benefit
because of a contract made by the company, controlled entity or related body corporate with a

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

financial interest. This statement excludes a benefit included in the aggregate amount of

emoluments received or due and receivable by Directors shown in the company's accounts, or

the fixed salary of a full-time employee of the company, controlled entity or related body corporate.

Indemnifying officers or auditor

The company has agreed to indemnify each Officer (Director, Secretary or employee) out of assets of
the company to the relevant extent against any liability incurred by that person arising out of the
discharge of their duties, except where the liability arises out of conduct involving dishonesty,
negligence, breach of duty or the lack of good faith. The company also has Officers Insurance for

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

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



East Gosford & Districts Financlal Services Ltd
ABN 90 092 538 620
Directors' Report

Directors meetings

The number of Directors meetings attended during the year were:

Board
Director Meetings #
Maxwell Robert Hiron 11 (11)
Robert Geoffrey Rudd 01 (06)
{Resigned December 11)
Brian Wilired Lindbeck 08 (11)
Theo Reginald Glover 09 (11)
Kenneth George Howes 05 (11}
Garry Samuel Morris 07 (11}
Colin Moran 10 (11)
Mary Collins 09 (11)

# The first number is the meetings attended while in brackets is the number of meetings eligible to atfend.

Company secretary

Michael Bell was appointed non-director company secretary on 9 May 2008. He has a Graduate
Cerlificate in Banking and Finance, a Diploma in Business (Real Estate Management) and a Diploma
of Management. He is currently the senior manager of East Gosford and Districts Financial Services Ltd.

Corporate governance

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

(a) An audit committee;

{b) Director approval of operating budgets and moenitoring of progress against these budgets;
(c) Ongoing Director training; and

(d) Monthly Director meetings to discuss performance and strategic plans.

Non audit services

The Directors in accordance with advice from the audit committee, are satisfied that the provision of non audit
services during the year is compatible with the general standard of independence for auditors imposed by the

Corporations Act 2001. The directors are satisfied that the services disclosed in Note 5 did not compromise
the external auditor’s independence for the following reasons:

- all non audit services are reviewed and approved by the audit committee prior to commencement

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

- the nature of the services provided does not compromise the general principles relating to auditor
independence in accordance with APES 110 "Code of Ethics for Professional Accountants™ set by

the Accounting Professional and Ethical Standards Board.



Esst Gosford & Districts Financisl Services Lid
ABN 90 052 535 820
Digotors’ Report

Awditor indepandancs daolaration

Tha ausittor’s Indapsndanca deciamdon for the year endod 30 June 2012 hes baen reosived and can
be found on page 5 of this finarokl report

Signed In sccordance with & esolution of the Board of Dineotors at East Gosfiard, Naw Bouth Walos on
7 Sepiamber 2012.

AL L

Chalrman



¥ Richmond
@ ' Sinnott &
Delahunty

Chartered Accountants

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

7 September 2012

Telephone: (03) 5445 4200
The Directors Email: rsd@l::{;;cgi?oi:i‘:f::
East Gosford & Districts Financial Services Ltd www.rsdadvisers.com.au
C/- Kelly & Partners Chartered Accountants
PO Box 3616

ERINA NSW 2250
To the Directors of East Gosford & Districts Financial Services Limited
Auditor’s Independence Declaration under section 307C of the Corporations Act 2001

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

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

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

RICHMOND SINNOTT & DELAHUNTY
Chartered Accountants

//

Philip Delahun

Partner
Dated at Bendigo, 7 September 2012

Richmond Sinnott & Delahunty Partners:

ABN 60 616 244 309 Warren Sinnott Philip Delatanty

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

approved under Professional
Standards Legislation




East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Statement of Comprehensive Income
For the year ended 30 June 2012

2012 2011

Notes $ $
Revenues from continuing opeations 2 1,948,605 1,880,587
Employee benefits expense 3 (1,117,468)  (1,092,453)
Depreciation and amortisation expense 3 (90,082) (112,622)
Other expenses {593,202) (596,2086)
Operating profit/(loss) before charitable
donations & sponsorships 147,853 79,306
Charitable donations and sponsorship {52,162) {46,946)
Profit/ before income tax expense 95,690 32,360
Income tax expense 4 33,450 18,443
Net Profit for the year 62,240 13,917
Other comprehensive income - -
Total comprehensive income for the year 62,240 13,917
Earnings per share (cents per share)
- basic for profit for the year 21 6.26 1.40
- diluted for profit for the year 21 6.26 1.40

The accompanying notes form part of these financial statements

6



East Gosford & Districts Financial Services Ltd

ABN 90 092 538 620
Statement of Financial Position
As at 30 June 2012
2012 2011
Notes 3 $
Assets
Current Assets
Cash and cash equivalents 6 435,237 278,564
Current tax receivable 4 . 285
Receivables 7 177,274 179,015
Total Current Assets 612,511 457,864
Non-Current Assets
Investments 8 17,961 17,961
Property, plant and equipment 9 177,829 209,910
Intangible assets 10 116,722 155,983
Deferred tax assets 4 - 3,440
Total Non-Current Assets 312,512 387,204
Total Assets 925,023 845,158
Liabilities
Current Liabilities
Payables 11 96,959 90,608
Income tax payable 4 20,761 -
Provisions 12 185,363 164,966
Total Current Liabilities 303,083 255,574
Total Liabilities 303,083 255,574
Net Assets 621,940 589,584
Equity
Issued capital 13 709,669 709,669
Retained earnings/(accumulated losses) 14 (87,729) (120,085)
Total Equity 621,940 589,584

The accompanying notes form part of these financial statements

7



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Statement of Cash Flows
For the year ended 30 June 2012

2012 2011

Notes $ $
Cash Flows From Operating Activities
Cash receipts in the course of operations 1,940,745 2,081,716
Cash payments in the course of operations (1,736,085) (1,905,093)
Interest received 9,601 4 291
Income tax refunded (paid) {8,964) 5,438
Net cash flows from operating activities 15b 205,298 186,352
Cash Flows From Investing Activities
Purchase of investments - -
Purchase of property, plant and equipment (3,340) {11,956)
Purchase of intangible assets {15,400) (195,420)
Net cash flows used in investing activities (18,740) (207,376)
Cash Flows From Financing Activities
Dividends paid (29,884) (29,844)
Net cash flows used in financing activities (29,884) (29,844)
Net increasel/(decrease) in cash held 156,674 (50,868)
Cash and cash equivalents at start of year 278,564 329,432
Cash and cash equivalents at end of year 15a 435,238 278,564

The accompanying notes form part of these financial statements

8



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Statement of Changes in Equity
For the year ended 30 June 2012

2012 2011

Notes $ $
ISSUED CAPITAL
Balance at start of year 709,669 709,669
Issue of share capital - -
Share issue costs -
Balance at end of year 709,669 709,669
RETAINED EARNINGS/{ACCUMULATED LOSSES)
Balance at start of year {120,085) (104,158)
Profit after income tax expense 62,240 13,017
Dividends paid or proposed 22 (29,884) {29,844)
Balance at end of year (87,729) (120,085)

The accompanying notes form part of these financial statements

9



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

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

East Gosford & Districts Financial Services Limited ('the company'} is domiciled in Australia. The
financial statements for the year ending 30 June 2012 are presented in Australian dollars. The company
was incorporated in Australia and the principal operations involve providing community banking services.

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

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

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

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

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

below and have been consistently applied unless stated otherwise.

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

and financial liabilities.

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

The financial statements were authorised for issue by the Directors on 7 September 2012,
{b) Income tax

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

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

Deferred income tax assets are recognised for all deductible tem porary differences, carry-forward
of unused tax assets and unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, and the carry-forward of
unused tax assets and unused tax losses ¢an be utilised.

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

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

10



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies (continued)
{c) Property, plant and equipment

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

Land and buildings are measured at fair value less accumulated depreciation.

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

Class of Asset Depreciation Rafe
Plant & Equipment 10-20%
Impairment

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

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

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

Revaluations
Following initial recognition at cost, land and buildings are carried at a revalued amount which is the

fair value at the date of the revaluation less any subsequent accumulated depreciation on buildings
and accumulated impairment losses.

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

{d) Impairment of assets

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

11



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies {(continued)

{e) Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST),
except where the amount of GST incurred is not recoverable from the taxation authority. In these

circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

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

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

of Cash Flows on a gross basis.

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

(f) Employee benefits

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

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

{g) Intangibles

Establishment costs have been initially recorded at cost and amortised on a straight line basis at
a rate of 20% per annum. The current amortisation charges for intangible assets are included under
depreciation and amortisation expense per the Statement of Comprehensive Income.

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

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

(i) Revenue

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

(i) Receivables and payables

Receivables and payables are non interest bearing and generally have payment terms of between 30
and 90 days. Receivables are recognised and carried at criginal invoice amount less a provision for
any uncollected debts. Liabilities for trade creditors and other amounts are carried at cost that is the fair
value of the consideration to be paid in the future for goods and services received, whether or not billed
to the company.

12



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies {continued)
(k) New accounting standards for application in future periods

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

(l) Borrowings
All loans are measured at the principal amount. Interest is recognised as an expense as it accrues.
{m) Provisions

Provisions are recognised when the company has a legal, equitable or constructive obligation to
make a future sacrifice of economic benefits to other entities as a result of past transactions or other
past events, it is probable that a future sacrifice of economic benefits will be required and a reliable
estimate can be made of the amount of the obligation.

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

(n) Share capital

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

{0o) Comparative figures

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

(p) Critical accounting estimates and judgements

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

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

Estimation of useful lives of asseis
The company determines the estimated useful lives and related depreciation and amortisation charges

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

13



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

1. Summary of significant accounting policies (continued)
{p) Critical accounting estimates and judgements (continued)
Income tax

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

Impairment

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

{q} Financial instruments
Initial recognition and measurement

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

Classification and subsequent measurement

Financial instruments are subsequently measured at fair value, amortised cost using the effective interest
method or cost. Where available quoted prices in an active market are used to determine fair
value. In other circumstances, valuation techniques are adopted.

Amortised costs is calculated as the amount which the financial asset or financial liability is measured
at initial recognition less principal repayments and any reduction for impairment and adjusted for any
cumulative amortisation of the difference between that initial amount and the maturity amount calculated
using the effective interest method.

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

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

Impairment

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

14



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

2. Revenue 2012 2011
$ $
Revenue from continuing activities
- other revenue 1,937,147 1,874,440
1,937,147 1,874,440
Other revenue
- interest revenue 9,601 4,291
- other revenue 1,857 1,856
11,458 6,147
1,948,605 1,880,587
3. Expenses

Employee benefits expense

- wages and salaries 1,003,009 980,862
- superannuation costs 88,461 86,118
- workers' compensation costs 3,104 2,883
- other costs 22,804 22,590

1,117,468 1,092,453

Depreciation of non-current assets:

- plant and equipment 31,320 50,232
Amortisation of non-current assets:

- intangible assets 58,762 62,390

90,082 112,622

Bad debts 2,221 4,222

4, Income tax expense

The prima facie tax on profit/(loss) before income tax
is reconciled to the income tax expense as follows:

Prima facie tax on profit/(loss) before income tax at 30% 28,707 9,708
Add tax effect of:

- Non-dedugtible expenses 4,743 8,735
Current income tax expense 33,450 18,443
Income tax expense / (benefit) 33,450 18,443

Deferred tax asset
Future income tax benefits arising from tax losses are
recognised at reporting date as realisation of the benefit

is regarded as probable. - 3,440
Tax liabilities

Income tax payable 20,761 -
Current tax receivable . 285

15



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

5. Auditors' remuneration 2012 2011
3 $
Remuneration of the auditor for:
- Audit or review of the financial report 3,900 3,900
6. Cash and cash equivalents
Cash on hand 600 600
Cash at bank 434,637 277,964
435,237 278,564
7. Receivables
Trade debtors 177,224 167,178
Other debtors 50 7,696
Prepaid expenses - 4,141
177,274 179,015
8. investments
Shares in Public Companies 17,961 17,961
9. Property, plant and equipment
Plant and equipment
At cost 619,436 616,096
Less accumulated depreciation (443,097) {408,326)
Total written down amount 176,339 207,770
Computer software
At cost 5,000 5,000
Less accumulated depreciation (3,510) {(2,860)
Total written down amount 1,490 2,140
Total Property, Plant & Equipment 177,829 209,910
Movements in carrying amounts
Plant and equipment
Carrying amount at beginning of year 207,770 245,396
Additions 3,340 11,956
Disposals - -
Depreciation expense (34,771) (49,582)
Carrying amount at end of year 176,339 207,770
Computer soffware
Carrying amount at beginning of year 2,140 2,790
Additions - -
Disposals - -
Depreciation expense {650) (650)
Carrying amount at end of year 1,490 2,140
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East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

10. Intangible assets 2012 2011
$ $
Franchise Fee
At cost 31,570 41,570
Less accumulated amortisation {12,121) {15,964)
19,449 25,606
Training Fee & Startup Assistance
At cost 209,250 263,227
Less accumulated amortisation (111,977) {132,850)
97,273 130,377
Total Intangible Assets 116,722 155,983
11. Payables
Trade creditors 21,652 21,642
Other creditors and accruals 75,407 68,966
96,959 90,608

12. Provisions

Employee benefits 185,363 164,966

Movement in employee benefits

Opening balance 164,966 145,101

Additional provisions recognised 36,015 75,451

Amounts utilised during the year (15,618) {55,586)
Closing balance 185,363 164,966

13. Share Capital

760,008 Ordinary Shares fully paid of $1 each 760,008 760,008

234,804 Bonus Shares* - -

Less preliminary expenses (50,339) {50,339)
709,669 709,669

* During 2005, 234,804 bonus shares were issued for no consideration
at the rate of 1 share for every 2 held.

The company has authorised share capital amounting to 994,812 ordinary shares.

14. Retained earnings / (accumulated losses)

Balance at the beginning of the financial year (120,085) (104,158)
Profit after income tax 62,240 13,917
Dividends paid or proposed (29,884) (20,844)
Batance at the end of the financial year {87,729) (120,085)
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East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

2012 2011

15. Statement of Cash Flows $ $
{@) Cash and cash equivalents
Cash assets 435,237 278,564
{b) Reconciliation of profit / (loss) after tax to net cash

provided from/(used in} operating activities
Profit / {loss) after income tax 62,240 13,917
Non cash items
- Depreciation 35,421 50,232
- Amortisation 54,661 62,390
Changes in assets and liabilities
- {Increase) decrease in receivables 1,741 16,494
- Increase (decrease) in payables 6,351 130
- Increase (decrease) in income tax payable 20,761 -
- Increase (decrease) in provisions 20,397 19,865
- {Increase) decrease in deferred tax asset 3,440 17,886
- {Increase} decrease in current tax receivable 285 5,438
Net cashflows from/{used in) operating activities 205,297 186,352

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

Maxwell Robert Hiron
Robert Geoffrey Rudd
Brian Wilfred Lindbeck
Theo Reginald Glover
Kenneth George Howes
Garry Samuel Morris
Colin Moran

Mary Collins

During the year Brian Lindbeck received $3000 (2011: $7,580) as reimbursement of telephone, IT
and motor vehicle expenses.

No director or related entity has entered into a material contract with the company. No director's
fees have been paid as the positions are held on a voluntary basis.

The East Gosford & Districts Financial Services Ltd Board 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 East Gosford, Lisarow or Kincumber Community Bank® branch.
There is no requirement to own BEN shares and there is no qualification period to qualify to utilise the benefits.
The package mirrors benefits currently available to Bendigo and Adelaide Bank Shareholders. As at

30 June 2012 no directors have taken up this offer.
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East Gosford & Districts Financial Services Ltd
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16. Directors and Related Party Disclosures {continued)

Directors shareholdings 2012 2011
Maxwell Robert Hiron 4,502 4,502
Robert Geoffrey Rudd 2,502 2,502
Brian Wilfred Lindbeck 4,502 4,502
Theo Reginald Glover - -
Kenneth George Howes 1,502 1,502
Garry Samuel Morris 2,250 2,250
Colin Moran 10,000 10,000
Mary Collins 3,750 3,750

There was no movement in directors shareholdings during the year. Each share held has a
paid up value of $1 and is fully paid.

17. Events after the reporting period
Since balance date, the world financial markets have shown volatility that may have an impact on
investment earnings in the 2012/2013 financial year. The company continues to maintain a

conservative investment strategy to manage the exposure to market volatility.

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

18. Contingent liabilities and assets

Apart from below, there were no other contingent liabilities or assets at the date of this report to affect the
financial statements.

A bank guarantee for a rental bond for the Lisarow property of $8,000 and a bank guarantee for fortnightly
wages of $35,000 has been made by the company.

19. Operating segments
The company operates in the financial services sector where it provides banking services fo its

clients. The company operates in one geographic area being East Gosford, New South Wales. The
company has a franchise agreement in place with Bendigo & Adelaide Bank Limited who account for 100%

of the revenue (2011: 100%).

20. Corporate Information

East Gosford & Districts Community Financial Services Ltd is a company limited by shares incorporated in
Australia whose shares are publicly traded on the National Stock Exchange.

The registered office and principal place of business is: 101 Victoria Street
East Gosford NSW 2250
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ABN 90 092 538 620
Notes to the Financial Statements
for the year ended 30 June 2012

21. Earnings per share

Basic earnings per share amounts are calculated by dividing profit / (loss)
after income tax by the weighted average number of ordinary shares
outstanding during the year.

Diluted earnings per share amounts are calculated by dividing profit / (loss)
after income tax by the weighted average number of ordinary shares
outstanding during the year (adjusted for the effects of any dilutive options or
preference shares).

The following reflects the income and share data used in the basic and
diluted earnings per share computations:

Profit/(loss) after income tax expense

Weighted average number of ordinary shares for hasic
and diluted earnings per share
22. Dividends paid or provided for on ordinary shares
{a) Dividends paid during the year

Prior year final

Franked dividends - 3 cents per share (2011: 3 cents per share}

{b) Franking credit balance

The amount of franking credits available for the subsequent financial year are:

- Franking account balance as at the end of the financial year

- Franking debits that will arise from the refund of income tax
at the end of the financial year

The tax rate at which dividends were franked was 30%.
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2012 2011
$ $
62,240 13,917
994,812 994,812
29,884 29,844
69,421 69,706
= (285)
69,421 69,421




East Gosford & Districts Financial Services Lid
ABN 90 092 538 620
Notes to the Financial Statements
For the year ended 30 June 2012

23, Financial risk management

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

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

2012 2011
Note $ $

Financial Assets

Cash & cash equivalents 6 435,237 278,564
Receivables 7 177,274 179,015
Total Financial Assets 612,511 457 579
Financial Liabilities

Payables 10 96,959 90,608
Total Financial Liabilities 96,959 90,608

Financial Risk Management Policies

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

Specific Financial Risk Exposure and Management

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

the risks from the previous period.

(a) Credit Risk

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

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

Carrying Amount

2012 2011
$ $
Cash and cash equivalents 435,237 278,564
Receivables 177,274 179,015

612,511 457,579

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

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

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

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

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

Financial liability and financial asset maturity analysis

30 June 2012

Financial Liabilities due for payment
Payables

Loans and borrowings

Total expected outflows

Financial Assets - cashflow realisable
Cash & cash equivalents

Receivables

Total anticipated inflows

Net {Outflow)/Inflow on
financial instruments

30 June 2011

Financial Liabilities due for payment
Payables
Total expected outflows

Financial Assets - cashflow realisable
Cash & cash equivalents

Receivabies

Total anticipated inflows

Net {Outflow)/Inflow on
financial instruments

Financial assets pledged as collateral

Within 1to Over
Total 1 year 5 years 5 years
$ $ $ $
(96,959) (96,959)
{96,959) (96,959) -
435,237 435,237 -
177,274 177,274 - -
612,511 612,511 -
515,552 515,652 - g
Within 1to Over
Total 1 year 5 years 5 years
$ $ $ $
90,608 90,608 - -
90,608 90,608 - -
278,564 278,564 - -
179,015 179,015 - -
457,579 457,579 - -
548,187 548,187 - -

There are no material amounts of collateral held as security as at June 30 2012 and June 30 2011.

22



East Gosford & Districts Financial Services Ltd
ABN 90 092 538 620
Notes to the Financial Statements
For the year ended 30 June 2012

{c) Market risk

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

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

Sensitivity analysis
At the reporting date the interest rate profile of the company's interest bearing financial instruments was:

Carrying Amount
2012 2011

Fixed rate instruments $ $

Financial assets -
Financial liabilities -

Floating rate instruments

Financial assets
Financial liabilities -

Fair value sensitivity analysis for fixed rafe instrumenis

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

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have nc impact on profit or retained
earnings. For the analysis performed on the same basis as at 30 June 2011 there was also no impact. As at
both dates this assumes all other variables remain constant.

The company has no exposure to fluctuations in foreign currency.

{d) Price risk

The company is not exposed to any material price risk.

Fair values

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

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

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

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

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

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

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

There were no changes in the company's approach to capital management during the year.
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Eest Gouford & Disiricts Financial Servioe Lid
ABN b Da2 8538 &20
Directors' Declaration

In accordance with a resolution of the direciors of East Cosford & District Financlal Services
Limhed, the directora of the company declare that:

1 the financial statoments and notes of the company as sst out an pages 8 to 24 are
in coordance with the Corporationa Aot 2009 and:
()  comply with Ausirallen Acoounting Standurds, which ss steled in
policy Note 1(a} to the finencial statements constitutes compliance with
indernational Financial Reporting Standards (IFRS); and

(i) give a frue and fair view of the company’s financial position as at 30 June 2012
and of the parformance for the year ended on thaf dats;

2 lnﬂvedhulnn'ophbnﬂmmmmablegmmdshbdhvahmemm
wil be eble io pay s debis 58 &nd when they become due and payabie,

| i

Mz Hiren
Chalrman

Signed st East Gosford, New South Wales on 7 September 2012




¥ Richmond
@)} Sinnott &

= Delahunty

7 September 2012 Chartered Accountants
Level 2, 10-16 Forest Street

The Directors ’ Bendigo, Victoria
East Gosford & Districts Financial Services Ltd PO Box 30, Bendigo, VIC: 3552

C/- Kelly & Partners Chartered Accountants

Telephone: (03) 5445 4200

PO Box 3616 Fax: (03) 5444 4344

ERINA NSW 2250 Email: rsd@rsdadvisors.com.au

www.rsdadvisors.com.au

Dear Directors

We have now completed our audit of the financial report of East Gosford & Districts
Financial Services Ltd for year ended 30 June 2012. Subject to the Board of Directors
adopting the financial report, we are in a position to issue an unqualified audit opinion on the
company’s financial report.

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

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

2.  Operations

2.1 Income Statement

30 June 2012 30 June 2011 | Percentage
$ $ Change %

Revenue from ordinary activities 1,948,604 1,880,587 3.6
Salaries & employee benefits expense (1,117,468) (1,092,453} 2.3
Depreciation and amortisation expenses (90,082) (112,622) (20.0)
Other operating expenses (593,202) (596,206) (0.5)
Operating profit before charitable 86.4
donations & sponsorship 147,853 79,306
Charitable donations & sponsorship (52,162) (46,946)
QOperating profit before income tax 95,690 32,360
Income tax expense 33,450 18,443
QOperating profit after income tax 62,240 13,917

2.2 Balance Sheet

30 June 2012 | 30 June 2011 Percentage
$ $ Change %
Current assets 612,511 457,864 33.8
Current Liabilities 303,083 255,574 18.6
Net Current Assets 309,428 202,290 53.0
Total assets 925,023 845,158 9.4
Total liabilities 303,083 255,574 18.6
Shareholders’ equity 621,940 589,584 55
Richmond Sinnott & Delahunty Partners: 1
ABN 60 616 244 309 Warren Sinnott Fhilip Delahunty
Liability limited by a scheme Cara Hall Kathie Teasdale
Brett Andrews David Richmond

approved under Professional
Standards Legislation




3. Auditing/Accounting Issues
Our audit once again did not highlight any significant issues.
4. Summary of Audit Differences

There are no material audit differences that have not been included in the financial report for
East Gosford & Districts Financial Services Ltd.

5. Other Matters

Our work is not primarily directed towards the discovery of weaknesses or the detection of
fraud or other irregularities, other than those that would influence us in forming our audit
opinion.

Should you have any queries in relation to any matter please do not hesitate to contact us.

Yours sincerely

A

Philip Delahun
Partner
Richmond Sinnott & Dela
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Chartered Accountants

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

Telephone: (03) 5445 4200
Fax: (03) 5444 4344

INDEPENDENT AUDIT REPORT Email: rsd@rsdadvisors.com.au
TO THE MEMBERS OF EAST GOSFORD & DISTRICTS www.rsdadvisors.com.an
FINANCIAL SERVICES LTD

Report on the Financial Report

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

Directors’ Responsibility for the Financial Report

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

Auditor’s Responsibility

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

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

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

Richmond Sinnott & Delahunty ’ ’ Partners:

ABN 60 616 244 309 Warren Sinnott Philip Delahunty

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

approved under Professional
Standards Legislation




Independence

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

Auditor’s Opinion
In our opinion:

(a) the financial report of East Gosford and District Financial Services Limited is 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 2012 and of its performance for the year ended on that date; and

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

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

RICHMOND SINNOTT & DELAHUNTY
Chartered Accountants

Ay

Philip Delahunty
Partner

Dated at Bendigo, 7 September 2012



