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Chairman’s report

For year ending 30 June 2017

| am delighted to write my first review of the company’s performance since becoming Chairman late last year.

Initially, | want to acknowledge the work of Hurtle Lupton, the previous Chairman for an extended period of time. Hurtle
provided leadership and discipline to the Board operations and lead the company through a difficult period both initially
and in the latter years of his stewardship.

John Surridge also retired at the end of last year after being the person who provided leadership to the operational side
of the business since the establishment of the Ferntree Gully Community Bank® Branch. John has continued as the
Executive Officer of the Board and travels from Yarrawonga to attend Board meetings.

Your company has performed strongly in the last 12 months despite conditions in the banking sector being difficult.
The full impact of the realignment of the profit sharing model by Bendigo Bank and actions by the banking regulatory
authority have provided significant challenges. However, our staff team have worked diligently to grow the business
significantly during the year and our total footings at June 2017 were just short of $300 million.

The Board conducted an interim review of the management structure introduced in 2016 and fine-tuned the operation
to ensure the most efficient structure was in place. The development of a strategic plan and an analysis of the skills
of the current Board were also on the Board’s agenda during the past 12 months. The engagement of the younger
generation and the impact of social media have been a key focus of the Board more recently. A review of all aspects
of marketing was undertaken with the assistance of an external consultant and a marketing plan established for the
coming years. All of these are on-going projects as we look to position our Board and company for the challenges of
the future. In August we welcomed Rosemary Hermans to the Board to further broaden the available skillset and we
continue to seek new Board members to complement the existing team and provide for succession planning.

In order to generate additional income to distribute solely to community projects, the company established a Wealth
Management Fund that will generate returns to the company well beyond those attainable by leaving funds in a bank
account. The Wealth Management Fund is overseen by an external advisor and returns to the company from all
investments will be used for projects through the community grants program. This includes the rental return from any
property owned by the company.

Your company has also received approval from Bendigo Bank to establish a cashless presence in the Caribbean
Gardens Business Park that will see its population grow over the coming years to 20,000 workers in 2,000 different
businesses. This new venture provides an opportunity for the company, in collaboration with Bendigo Bank, to grow the
business further in a new environment. The venture will launch in early December 2017.

| am pleased to advise that the hard work of our team has contributed once again to a healthy return to shareholders
in line with previous returns.

Our banking staff team, capably lead by Mick Spruhan, has continued to provide first class service to our customers.
In my travels to community organisations | receive many compliments about our staff. Tina Leslie, in her new role as
Business Manager, has provided ongoing support to both the operations of the business and the Board.

| would also like to acknowledge the invaluable support our company receives from Bendigo Bank through our
nominated representatives, Marisa Dickens and Gabriella Butler.

In conclusion | wish to thank my fellow Board members for their efforts on your behalf. The business of running a
Community Bank® company is placing an increasing responsibility on Board members, thus increasing the time
commitment of members.

Jeff Somers

Chairman
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Manager’s report

For year ending 30 June 2017

In 2017 the combined balances of our operations increased to $290.592 million which was up from the
$276.966 million reported in 2016.

This is another very good effort, especially when you consider take the age of our book overall into account. Growth has
been across both lending and deposits, which is ideal for our business.

During the 2016/17 financial year, we had a number of changes within our staffing. This saw us welcome Michelle as
our Customer Relationship Manager at Ferntree Gully Community Bank® Branch and Pat joined the group as our mobile
Business Development Manager.

Both have settled in well and are contributing to our overall growth and service standards.

The success of our operation is due in no small way to the service provided by our staff and | would like to take this
opportunity to thank them for their efforts over the last 12 months. Our service is what sets us apart from other banks.

Once again we are pleased to have been able to support a vast number of sporting clubs, associations, schools and
groups through our sponsorships, grants and donations. It is no coincidence that the clubs that benefit the most
from this distribution are those that actively promote the benefits of banking with us to their members, who in turn
bank/support us.

So, ask yourself, family and friends, “Does your current bank contribute back into your local community?”

The next financial year 2017/18 will be another exciting year and we are setting our sights on having another solid
year. The face of banking is changing, as we are constantly being reminded, but what remains steady is our desire and
intent to make a difference in within our sphere of influence.

Ve

Mick Spruhan
Branch Manager
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Finance report

For year ending 30 June 2017

The 2016/17 financial year has seen continued sustained growth, building upon the improved key financial outcomes
from the previous financial year, resulting in:

2.9% increase in revenue to $2.298 million

26% increase in net profit (before tax) to $567,410
return on shareholders funds (before tax) of 27.7%
29.7% increase in the earnings per share to $0.52
declaration of a $0.15 per share dividend

net tangible assets per share of $2.53

market capitalisation of $1.795 million (based upon the last lasted share trade on the low volume market before
30/6/2017 of $2.30).

The key contributing factors contributing to this result is the $64,322 revenue growth combined with the $54,709
reduction in ordinary operating expenses resulting in a net increase in operating profit (before donations and
sponsorships) of $119,031 for the 2016/17 financial year.

The company took the decision to establish a community investment fund, through the acquisition of a $600,000
quality ‘blue chip’ ASX listed share portfolio, comprising:

Bendigo and Adelaide Bank (40%)

Argo Investments (20%)

Australian Investment Foundation (20%)
Scentre Group (10%)

BHP, Transurban, Telstra (10%).

The dividend income generated from the share investments combined with the post office rent income will be
transferred to a separate bank account, to provide a sustainable passive income stream that will be used to fund
community investment opportunities, not dependent upon the year to year profit performance of the ordinary banking
activities of the company.

The company remains debt free, with sufficient cash reserves to maintain an excellent liquidity position and provide the
capital for future business growth opportunities.

Regards,
/ |
S

Darren Pearce
Finance Director
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Directors’ report

For the financial year ended 30 June 2017

The Directors present their report of the company for the financial year ended 30 June 2017.

Directors

The following persons were Directors of Knox Community Financial Services Limited during or since the end of the
financial year up to the date of this report:

Jeffrey Somers
Position
Experience and expertise

Etienne Clauw
Position

Experience and expertise

John Surridge
Position

Experience and expertise

Phillip Reibelt
Position

Experience and expertise

Darren Pearce
Position

Experience and expertise

Anthony Holland
Position

Experience and expertise

Katherine Harris
Position

Experience and expertise

Desmond Higginbotham
Position

Experience and expertise

Richard Kent
Position

Experience and expertise

Chairman
Jeffrey is a long standing school principal and current director of the Glen
Waverly Golf Club (11 years).

Marketing Director

Etienne holds a Bachelor of Engineering (Elec). Etienne is the Chair of the
Marketing Committee.

Secretary

John holds a Diploma of Management, Diploma of Retail Management
and Graduate Certificate in Management.

Director

Phillip has worked in Workforce Management for several years.

Finance Director
Darren has a Bachelor of Economics, MBA and GAICD and is a current
director of Turnkey Profit Solutions.

Director

Anthony holds a Cert IV in Property and is a current director of Officer
Real Estate Pty Ltd.

HR Director

Katherine works in Ecomonic Development with the Knox City Council.

Director

Desmond has a Bachelor of Commerce, DipEd and Grad DIP Sec ST.
Desmond is also a current director of Lyndee Properties

Director

Richard is a registered legal practioner and is a partner in the firm
Mackinnon Jacobs Lawyers. Richard is also an ex-director of Tuville Pty
Ltd, a financial mortgage broking entity.
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Directors’ report (continued)

Directors (continued)

Hurtle Lupton

(Resigned 14 November 2016)

Position Director

Experience and expertise Hurtle is a Member of Parliament and a Superannuation Consultant. He
is an ex-director of Glengollan Village, a retirement village and aged care
home in Ferntree Gully.

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

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

Directors’ meetings

Attendances by each Director during the year were as follows:

Board meetings
Director A B
Jeffrey Somers 12 12
Etienne Clauw 12 9
John Surridge 12 12
Phillip Reibelt 12 10
Darren Pearce 12 10
Anthony Holland 12 10
Katherine Harris 12 12
Desmond Higginbotham 12 10
Richard Kent 12 11
Hurtle Lupton 5 5

A - The number of meetings eligible to attend.
B - The number of meetings attended.

Company Secretary

John Surridge has been the Company Secretary of Knox Community financial Services Limited since 2016.

John Surridge’s qualifications and experience include Diploma of Management, Disploma of Retail Management and a
Graduate Certificate in Management.

Principal activities

The principal activities of the company during the course of the financial year were in providing Community Bank®
branch 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.

Review of operations

The profit of the company for the financial year after provision for income tax was $409,069 (2016 profit: $315,211),
which is a 30% increase as compared with the previous year.

There has been no significant changes in the nature of these activities during the year.
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Directors’ report (continued)

Dividends

Dividends paid or declared since the start of the financial year.

A fully franked final dividend of 15 cents per share ($117,113) was declared and paid during the year for the year
ended 30 June 2016. No dividend has been declared or paid for the year ended 30 June 2017 as yet.

Options

No options over issued shares were granted during or since the end of the financial year and there were no options
outstanding as at the date of this report.

Significant changes in the state of affairs

No significant changes in the company’s state of affairs occurred during the financial year.

Events subsequent to the end of the reporting period

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

Likely developments

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

Environmental regulations

The company is not subject to any significant environmental regulation.

Indemnifying Officers or Auditor

The company has not agreed to indemnify each Officer (Director, Secretary or employee) against any liability incurred by
that person arising out of the discharge of their duties.

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.

Auditor independence declaration

A copy of the Auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is set
at page 8 of this financial report. No Officer of the company is or has been a partner of the Auditor of the company.

Signed in accordance with a resolution of the Board of Directors at Ferntree Gully on 26 September 2017.
/ |

S
Darren Pearce
Director
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Auditor’s independence declaration

Audit

lLevel 2, 10-16 Forast Street
Bendigo, Victoria
PO Box 448, Bendigo, ViC, 3552

Ph: (03) 5445 4200
admin@rsdaudit.com.au
www.rsdaudit.com.au

Auditor’s Independence Declaration under section 307C of the Corporations Act 2001 to the Directors of
Knox Community Financial Services Limited.

I declare that, to the best of my knowledge and belief, during the year ended 30 June 2017 there has been no
contraventions of:

(i) the Auditor independence requirements as set out in the Corporations Act 2001 in relation to the
audit; and

(i} any applicable code of professional conduct in relation to the audit.

RSD Audit
Chartered Accountants

Kathie Teasdale

Partner

Bendigo

Dated: 26 September 2017

Richmond Sinnott & Delahunty, trading as RSD Audit
ABN 60 616 244 309
Liability limited by a scheme approved under Professional Standarzs lLegislation

8 Annual Report Knox Community Financial Services Limited



Financial statements

Statement of Profit or Loss and Other Comprehensive Income

for the year ended 30 June 2017

Notes 2017 2016
$ $

Revenue 2 2,298,126 2,233,804
Expenses
Employee benefits expense 3 1,209,024 1,244,327
Depreciation and amortisation 3 52,427 47,837
Bad and doubtful debts expense 3 439 2,056
Occupancy expenses 128,753 123,531
IT Costs 41,198 47,939
Loss on disposal and write-off of property, plant and equipment - 48,852
Advertising and marketing expenses 29,083 30,801
Professional fees 28,465 29,960
Other expenses from ordinary activities 157,350 126,145

1,646,739 1,701,448
Operating profit before charitable donations and sponsorships 651,387 532,356
Charitable donations and sponsorships 83,977 82,055
Profit before income tax 567,410 450,301
Income tax expense 4 158,341 135,090
Profit for the year 409,069 315,211
Other comprehensive income - -
Total comprehensive income for the year 409,069 315,211
Profit attributable to members of the company 409,069 315,211
Total comprehensive income attributable to members of the company 409,069 315,211
Earnings per share for profit from continuing operations attributable
to the ordinary equity holders of the company (cents per share):
- basic earnings per share 16 52.39 40.37

These financial statements should be read in conjunction with the accompanying notes.
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Financial statements (continued)

Statement of Financial Position
as at 30 June 2017

Notes 2017 2016
$ $

Assets
Current assets
Cash and cash equivalents 5 638,461 863,001
Trade and other receivables 6 199,904 193,553
Financial Assets 7 600,000 -
Total current assets 1,438,365 1,056,554
Non-current assets
Property, plant and equipment 8 844,011 872,695
Intangible assets 9 66,445 90,187
Deferred tax assets 4 88,452 56,976
Total non-current assets 998,908 1,019,858
Total assets 2,437,273 2,076,412
Liabilities
Current liabilities
Trade and other payables 10 105,848 108,587
Current tax liability 4 80,398 23,091
Provisions 12 179,499 180,129
Total current liabilities 365,745 311,807
Non-current liabilities
Provisions 12 24,758 9,791
Total non-current liabilities 24,758 9,791
Total liabilities 390,503 321,598
Net assets 2,046,770 1,754,814
Equity
Issued capital 13 780,750 780,750
Retained earnings 14 1,266,020 974,064
Total equity 2,046,770 1,754,814

These financial statements should be read in conjunction with the accompanying notes.
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Financial statements (continued)

Statement of Changes in Equity
for the year ended 30 June 2017

Note Issued Retained Total
capital earnings equity
$ $ $

Balance at 1 July 2015 780,750 775,966 1,556,716
Profit for the year - 315,211 315,211
Transactions with owners, in their
capacity as owners
Dividends paid or provided 15 - (117,113) (117,113)
Balance at 30 June 2016 780,750 974,064 1,754,814
Balance at 1 July 2016 780,750 974,064 1,754,814
Profit for the year - 409,069 409,069
Transactions with owners, in their
capacity as owners
Dividends paid or provided 15 - (117,113) (117,113)
Balance at 30 June 2017 780,750 1,266,020 2,046,770

These financial statements should be read in conjunction with the accompanying notes.
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Financial statements (continued)

Statement of Cash Flows
for the year ended 30 June 2017

12

Notes 2017 2016
$ $

Cash flows from operating activities

Receipts from customers 2,293,709 2,429,432
Payments to suppliers and employees (1,673,042) (1,941,926)
Interest received 4,416 8,549
Income tax paid (132,510) (111,105)
Net cash provided by operating activities 17b 492,573 384,950
Cash flows from investing activities

Purchase of property, plant and equipment - (274,725)
Purchase of investments (600,000) -
Purchase of intangible assets - (50,000)
Net cash used in investing activities (600,000) (324,725)
Cash flows from financing activities

Dividends paid (117,113) (117,113)
Net cash used in financing activities (117,113) (117,113)
Net decrease in cash held (224,540) (56,888)
Cash and cash equivalents at beginning of financial year 863,001 919,889
Cash and cash equivalents at end of financial year 17a 638,461 863,001

These financial statements should be read in conjunction with the accompanying notes.
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Notes to the financial statements

For year ended 30 June 2017

These financial statements and notes represent those of Knox Community Financial Services Limited.

Knox Community Financial Services Limited (‘the company’) is a company limited by shares, incorporated and domiciled
in Australia.

The financial statements were authorised for issue by the Directors on 26 September 2017.

Note 1. Summary of significant accounting policies

(a) Basis of preparation

These general purpose financial statements have been prepared in accordance with the Corporations Act 2001,
Australian Accounting Standards and Interpretations of the Australian Accounting Standards Board and International
Financial Reporting Standards as issued by the International Accounting Standards Board. The company is a for profit
entity for financial reporting purposes under Australian Accounting Standards. 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, except for cash flow information, have been prepared on an accruals basis and are based on
historical costs, modified, were applicable, by the measurement at fair value of selected non current assets, financial
assets and financial liabilities.

Economic dependency

The company has entered into a franchise agreement with Bendigo and Adelaide Bank Limited that governs
the management of the Community Bank® branches at Ferntree Gully and Rowville.

The branches operate as a franchise of Bendigo and Adelaide Bank Limited, using the name “Bendigo Bank”, the
logo, and systems of operation of Bendigo and Adelaide Bank Limited. The company manages the Community Bank®
branches on behalf of Bendigo and Adelaide Bank Limited, however all transactions with customers conducted through
the Community Bank® branches 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® branches 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:

Advice and assistance in relation to the design, layout and fit out of the Community Bank® branches;

Training for the Branch Managers 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; and

Sale techniques and proper customer relations.

Annual Report

13



14

Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)

(b) Impairment of assets

At the end of each reporting period, the company assesses whether there is any indication that an asset may be
impaired. The assessment will include the consideration of external and internal sources of information. If such an
indication exists, an impairment test is carried out on the asset by comparing the recoverable amount of the asset,
being the higher of the asset’s fair value less cost to sell and value in use, to the asset’s carrying amount. Any excess
of the asset’s carrying amount over its recoverable amount is recognised immediately in profit or loss, unless the
asset is carried at a revalued amount in accordance with another Standard. Any impairment loss of a revalued asset is
treated as a revaluation decrease in accordance with that other Standard.

(c) Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is
not recoverable from the Australian Taxation Office (ATO).

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the ATO is included with other receivables or payables in the statement of financial
position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing
activities which are recoverable from, or payable to, the ATO are presented as operating cash flows included in receipts
from customers or payments to suppliers.

(d) New and amended accounting policies adopted by the company

There are no new and amended accounting policies that have been adopted by the company this financial year.

(e) Comparative figures

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

(f) 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 assets

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.

Fair value assessment of non-current physical assets

The AASB 13 Fair Value standard requires fair value assessments that may involved both complex and significant
judgement and experts.

Employee benefits provision

Assumptions are required for wage growth and CPlI movements. The likelihood of employees reaching unconditional
service is estimated. The timing of when employee benefit obligations are to be settled is also estimated.
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)
(f) Critical accounting estimates and judgements (continued)

Income tax
The company is subject to income tax. Significant judgement is required in determining the deferred tax asset.

Deferred tax assets are recognised only when it is considered sufficient future profits will be generated. The
assumptions made regarding future profits is based on the company’s assessment of future cash flows.

Impairment

The company assesses impairment at the end of each reporting period by evaluating 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.

(g) New accounting standards for application in future periods

The AASB has issued a number of new and amended Accounting Standards and Interpretations that have mandatory
application dates for future reporting periods, some of which are relevant to the company.

The company has decided not to early adopt any of the new and amended pronouncements. The company’s
assessment of the new and amended pronouncements that are relevant to the company but applicable in the future
reporting periods is set below:

(i) AASB 9 Financial Instruments and associated Amending Standards (applicable for annual reporting periods
beginning on or after 1 January 2018)

AASB 9 introduces new requirements for the classification and measurement of financial assets and liabilities
and includes a forward-looking ‘expected loss’ impairment model and a substantially-changed approach to hedge
accounting.

These requirements improve and simplify the approach for classification and measurement of financial assets
compared with the requirements of AASB 139. The main changes are:

a) Financial assets that are debt instruments will be classified based on:
(i) the objective of the entity’s business model for managing the financial assets; and
(ii) the characteristics of the contractual cash flows.

b) Allows an irrevocable election on initial recognition to present gains and losses on investments in equity
instruments that are not held for trading in other comprehensive income (instead of in profit or loss). Dividends
in respect of these investments that are a return on investment can be recognised in profit or loss and there is
no impairment or recycling on disposal of the instrument.

¢) Introduces a ‘fair value through other comprehensive income’ measurement category for particular simple debt
instruments.

d) Financial assets can be designated and measured at fair value through profit or loss at initial recognition if
doing so eliminates or significantly reduces a measurement or recognition inconsistency that would arise from
measuring assets or liabilities, or recognising the gains and losses on them, on different bases.

e) here the fair value option is used for financial liabilities the change in fair value is to be accounted for as
follows:

the change attributable to changes in credit risk are presented in Other Comprehensive Income (OCI)

the remaining change is presented in profit or loss If this approach creates or enlarges an accounting
mismatch in the profit or loss, the effect of the changes in credit risk are also presented in profit or loss.
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Notes to the financial statements (continued)

Note 1. Summary of significant accounting policies (continued)

(g) New accounting standards for application in future periods (continued)

(i) AASB 9 Financial Instruments and associated Amending Standards (applicable for annual reporting periods

(i

=

beginning on or after 1 January 2018) (continued)

Otherwise, the following requirements have generally been carried forward unchanged from AASB 139 into AASB 9:
classification and measurement of financial liabilities; and
derecognition requirements for financial assets and liabilities

AASB 9 requirements regarding hedge accounting represent a substantial overhaul of hedge accounting that enable
entities to better reflect their risk management activities in the financial statements.

Furthermore, AASB 9 introduces a new impairment model based on expected credit losses. This model makes
use of more forward-looking information and applies to all financial instruments that are subject to impairment
accounting.

When this standard is first adopted for the year ending 30 June 2019, there will be no material impact on the
transactions and balances recognised in the financial statements.

AASB 15: Revenue from Contracts with Customers (applicable for annual reporting periods commencing on or after
1 January 2018)

When effective, this Standard will replace the current accounting requirements applicable to revenue with a single,
principles-based model. Except for a limited number of exceptions, including leases, the new revenue model in
AASB 15 will apply to all contracts with customers as well as non-monetary exchanges between entities in the
same line of business to facilitate sales to customers and potential customers.

The core principle of the Standard is that an entity will recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the consideration to which the company expects to be entitled
in exchange for the goods or services. To achieve this objective, AASB 15 provides the following five-step process:

identify the contract(s) with customers;
identify the performance obligations in the contract(s);
determine the transaction price;
allocate the transaction price to the performance obligations in the contract(s); and
recognise revenue when (or as) the performance obligations are satisfied.
This Standard will require retrospective restatement, as well as enhanced disclosure regarding revenue.

When this Standard is first adopted for the year ending 30 June 2019, it is not expected that there will be a
material impact on the transactions and balances recognised in the financial statements.

(iii) AASB 16: Leases (applicable for annual reporting periods commencing on or after 1 January 2019)

AASB 16:
replaces AASB 117 Leases and some lease-related Interpretations;

requires all leases to be accounted for ‘on-balance sheet’ by lessees, other than short-term and low value asset
leases;

provides new guidance on the application of the definition of lease and on sale and lease back accounting;
largely retains the existing lessor accounting requirements in AASB 117; and

requires new and different disclosures about leases.

The entity is yet to undertake a detailed assessment of the impact of AASB 16. However, based on the entity’s
preliminary assessment, the Standard is not expected to have a material impact on the transactions and balances
recognised in the financial statements when it is first adopted for the year ending 30 June 2020.
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Notes to the financial statements (continued)

Note 2. Revenue

Revenue arises from the rendering of services through its franchise agreement with the Bendigo and Adelaide Bank
Limited. The revenue recognised is measured by reference to the fair value of consideration received or receivable,
excluding sales taxes, rebates, and trade discounts.

The entity applies the revenue recognition criteria set out below to each separately identifiable sales transaction in
order to reflect the substance of the transaction.

Rendering of services

The entity generates service commissions on a range of products issued by the Bendigo and Adelaide Bank Limited.
The revenue includes upfront and trailing commissions, sales fees and margin fees.

Interest and other income

Interest income is recognised on an accrual basis using the effective interest rate method.
Other revenue is recognised when the right to the income has been established.

All revenue is stated net of the amount of goods and services tax (GST).

2017 2016
$ $
Revenue
- service commissions 2,279,010 2,209,219
2,279,010 2,209,219

Other revenue
- interest received 4,416 8,549
- other revenue 14,700 16,036

19,116 24,585
Total revenue 2,298,126 2,233,804

Note 3. Expenses

Operating expenses

Operating expenses are recognised in profit or loss on an accurals basis, which is typically upon utilisation of the
service or at the date upon which the entity becomes liable.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset are capitalised
during the period of time that is necessary to complete and prepare the asset for its intended use or sale. Other
borrowing costs are expensed in the period in which they are incurred and reported in finance costs.

Depreciation

The depreciable amount of all fixed assets, including buildings, but excluding freehold land, is depreciated over the
asset’s useful life to the company commencing from the time the asset is held ready for use. Leasehold improvements
are depreciated over the shorter of either the unexpired period of the lease or the estimated useful lives of the
improvements.
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Notes to the financial statements (continued)

Note 3. Expenses (continued)

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

Class of asset Rate Method
Buildings 3% SL
Building improvements 3% DV
Plant and equipment 3.8%-66.7% DV

SL = Straight line
DV = Diminishing value

Gains/losses upon disposal of non-current assets

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains and
losses are recognised in profit or loss in the period in which they arise. When revalued assets are sold, amounts
included in the revaluation surplus relating to that asset are transferred to retained earnings.

2017 2016
$ $
Profit before income tax includes the following specific expenses:
Employee benefits expense
- wages and salaries 993,716 1,020,779
- superannuation costs 107,264 108,457
- other costs 108,044 115,091
1,209,024 1,244,327
Depreciation and amortisation
Depreciation
- plant and equipment 3,248 7,885
- leasehold improvements 9,131 4,570
- buildings 16,305 16,306
28,684 28,761
Amortisation
- franchise fees 23,743 19,076
Total depreciation and amortisation 52,427 47,837
Bad and doubtful debts expenses 439 2,056
Loss on disposal of property, plant and equipment - 48,852
Auditors’ remuneration
Remuneration of the Auditor, Richmond, Sinnott & Delahunty, for:
- Audit or review of the financial report 4,900 5,800
- Share registry services 3,566 3,211
8,466 9,011
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Notes to the financial statements (continued)

Note 4. Income tax
The income tax expense for the year comprises current income tax expense and deferred tax expense.

Current income tax expense charged to profit or loss is the tax payable on taxable income. Current tax liabilities are
measured at the amounts expected to be paid to the relevant taxation authority.

Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances during the
year as well as unused tax losses.

Deferred tax assets relating to temporary differences and unused tax losses are recognised only to the extent that it is
probable that future taxable profit will be available against which the benefits of the deferred tax asset can be utilised.

Deferred income tax assets and liabilities are calculated at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, and their measurement also reflects the manner in which management
expects to recover or settle the carrying amount of the related asset or liability.

2017 2016
$ $

a. The components of tax expense comprise:
Current tax expense 151,110 132,967
Deferred tax expense 13,417 2,123
Under / (over) provision of prior years (6,186) -

158,341 135,090
b. Prima facie tax payable
The prima facie tax on profit from ordinary activities
before income tax is reconciled to the income tax expense as follows:
Prima facie tax on profit before income tax at 27.5% (2016: 30%) 156,038 135,090
Add tax effect of:
- Under / (over) provision of prior years (6,186) -
- Change in company tax rates 8,489 -
Income tax attributable to the entity 158,341 135,090
The applicable weighted average effective tax rate is: 27.91% 30.00%
c. Current tax liability
Current tax relates to the following:
Current tax liabilities
Opening balance 23,091 1,229
Income tax paid (132,510) (111,105)
Current tax 151,110 132,967
Under / (over) provision prior years 38,707 -

80,398 23,091

Annual Report



20

Notes to the financial statements (continued)

2017 2016
$ $

Note 4. Income tax (continued)
d. Deferred tax asset
Deferred tax relates to the following:
Deferred tax assets balance comprises:
Employee provisions 88,452 56,976
Net deferred tax asset 88,452 56,976
e. Deferred income tax included in income tax expense comprises:
Decrease / (increase) in deferred tax assets 13,417 2,123
Under / (over) provision prior years (44,893) -

(31,476) 2,123

Note 5. Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits available on demand with banks and other short-term highly
liquid investments with original maturities of three months or less.

2017 2016
$ $
Cash at bank and on hand 638,461 863,001
638,461 863,001

Note 6. Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost, less
any provision for doubtful debts. Trade and other receivables are due for settlement usually no more than 30 days from
the date of recognition.

Collectability of trade and other receivables is reviewed on an ongoing basis. Debts, which are known to be
uncollectable, are written off. A provision for doubtful debts is established when ther eis objective evidence that the
company will not be able to collect all amounts due according to the original terms of receivables. The amount of
the provision is the difference between the assets carrying amount and the present value of estimated cash flows,
discounted at the effective interest rate. The amount of the provision is recognised on profit or loss.

2017 2016
$ $
Current
Trade receivables 199,404 193,053
Other receivables 500 500
199,904 193,553
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Notes to the financial statements (continued)

Note 6. Trade an