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Chairman’s Report

As Chairman of Merbein District Community Financial Services Limited, | shall present
my report on behalf of my fellow Board Members. At our 2011 Annual General Meeting
it was my privilege to announce our dividend of two cents. While acknowledging that
the Global Financial Crisis still impacts on us; as have many local factors, on the growth
and confidence in our local district, we are pleased to inform you that our Merbein
Community Bank® Branch continues to grow in business and profit. For this | thank
our Branch Manager, Robert Libchard and his team; Lauren, Tanya, Sam, Deb and
Priscilla.

As volunteer Directors we continue to promote our branch and on behalf of you the
shareholders, work at supporting Robert and his team, and continue with proper
Governance of our Community Bank® branch. It has been a busy year for all
Directors and | thank them for their commitment; especially our Secretary Jeanette. In
January, we regretfully accepted the resignation of Director, Geoff Izard; one of our
original Steering Committee members and a former Chairman. While expressing a wish
to step back Geoff happily accepted our invitation to become an Ambassador for the
branch along with our first Chairman, Tony Dal Corrobo.

Thank you to our Regional Manager John Sirolli for his support and assistance with
Director training from two successful Chairmen of Community Bank® Board of
Directors and a respected employee of Bendigo and Adelaide Bank. This has seen us
accept one as a mentor of our Board with more training planned; plus the formation of
necessary sub-committees; allowing for more successful General Meetings.

We continue to honour our franchise agreement with our partners Bendigo and
Adelaide Bank. In December 2011, Bendigo and Adelaide Bank joined Australia’s A
rated Banks, this follows an upgrade announced by Standard and Poor’s; which
includes all Community Bank® Partners . The ‘A’ rating is by all three of the world’s
leading credit rating agencies. While this is a great achievement we know credit growth
is sluggish and subsequently, the profitability of banks remain under pressure; including
our Community Bank® company’s margin share with our partners Bendigo and
Adelaide Bank. The share continues to favour us as a Community Bank® branch.
Working on restoring the balance saw a change in April, bringing us closer to the key
principal 50/50 revenue share. Market Developments continue to challenge this role. All
Community Bank® branches operate under Bendigo and Adelaide Bank’s banking
licence, and as such all deposits held with us are guaranteed by the Federal
Government and supported by capital supplied by our franchise partner, Bendigo and
Adelaide Bank.

We are certainly happy to be part of the $80 million that has been returned to our
communities Australia wide through the Marketing Development Fund, rewarding us for
banking performance from our partners Bendigo and Adelaide Bank. Merbein
Community Bank® Branch has returned $191,000 to our wider district to 30 June 2012
and we know it has made a significant difference to many local organizations, including
our commitment to support two of our P10 College students with scholarships annually.



Chairman’s Report continued

Towards the end of last year we conducted what we believe was a successful media
campaign and our birthday, sponsorship nights have become anticipated events for
Merbein. In May we held our first Sponsorship Information Nights where we invited all
district not for profit groups; and we outlined our expectations for ourselves and
successful recipients. Robert also introduced the “Club Rewards” programme. We
know this will prove to be a successful initiative for both the clubs and our Branch
business. The evenings involved a big input from Robert and his team; so thank you.

Last November the Board fully endorsed to support “The Future Leaders” nomination of
Director, Rebecca Wells who was invited to attend the State Conference, in Ballarat,
early May; where she attended this and other workshops relevant to a Director’s role
and our Community Bank® model. Robert and | also attended to be further informed
of our responsibilities.

Thank you to all shareholders and customers for your support, business and belief in

our community of Merbein and our Community Bank® branch.

Marianne Glover
Chairman



Branch Manager’s Report

It gives me great pleasure to report on the progress of Merbein & District Community
Bank® Branch, to our valued shareholders, for the year ended 30 June, 2012.

Twelve months have past since our last Annual General Meeting and | am still
impressed by the strong sense of community engagement around Merbein and district
and the goodwill towards our branch since its opening eight years ago. Our customers
and shareholders have once again been great ambassadors for your Community
Bank® branch.

Some of the highlights attributed to the branch to 30/06/2012 include:

« Total business held at the branch is more than $ 55.8 million, an increase in the past
12 months of $7.2 million;

* Net Profit achieved for the third consecutive year;

* Aimost 4,000 accounts;

* More than 1,950 account holders;

« Almost $200,000 contributed to the community through various sponsorships, grants
and donations to this date;

» Continuation of school banking to the district which encompasses our five Primary
Schools;

The prime objective of Merbein & District Community Bank® Branch is to continue
recording profits which enable us to make a financial return to our community. Simply
by doing your banking with us you are making this happen.

We need your maximum support to enable us to continue to expand our sponsorship
program to the Merbein community. If you haven’t already considered banking with us, |
urge you to call into the branch and talk to me or my friendly staff about how we can
assist you with transferring your banking business and remember everyone needs to
bank somewhere, why not bank with us where we can make a difference to our
community. If you have already started banking with us, thank you — you are the
greatest advocate of the Merbein & District Community Bank® Branch.

I would thank my current staff members Lauren, Tanya, Sam, Deb and Priscilla, for their
dedication and continued great work. It truly is a great pleasure to come to work every
day and be greeted by such a devoted group of people who only have your Community
Bank® branch at heart. | regularly receive positive feedback about the personalised
and friendly service we provide and would like as many people as possible to
experience banking with our unique Community Bank® model..

| would also like to thank our Board for their continued great work. It is sometimes a
thankless job that has been guided brilliantly by Marianne Glover as Chairman, so credit
must go out to her and the rest of the Board of Directors their continued commitment to
our branch.

Rob Libchard
Branch Manager



Bendigo and Adelaide Bank report

For year ending 30 June 2012

Thanks to your support as shareholders the Community Bank® network has achieved a significant milestone this
year, contributing more than $80 million to support the communities these unique companies operate within.

This figure was almost unimaginable when the Community Bank® model was first launched in 1998, in partnership
with the people from the small Victorian wheat farming towns of Rupanyup and Minyip. For these communities the
Community Bank® model was seen as a way to restore branch banking services to the towns, after the last of the
major banks closed its services. However, in the years since the Community Bank® model has become so much
more.

In the past financial year a further 20 Community Bank® branches have opened, this growth is in-line with our
forecast and consistent with what we have seen In recent years. Demand for the model remains strong and there
are currently another 32 Community Bank® sites in development, with many more conversations happening with
communities Australia wide.

At the end of the financial year 2011/12 the Community Bank® network had achieved the following:
¢ Returns to community — $80 million

* Community Bank® branches - 295

*  Community Bank® branch staff - more than 1,400

* Community Bank® branch Directors - 1,905

* Volume footings - $21.75 billion

* Customers - 500,000

* Shareholders - 71,197

+ Dividends paid to shareholders - $28.8 million

Almost 300 communities have now partnered with Bendigo and Adelaide Bank, so they can not only enhance banking
services, but more importantly aggregate the profits their banking business generates and reinvest it in local groups
and projects that will ultimately strengthen their community.

In the past 14 years we have witnessed the Community Bank® network’s returns to communities grow exponentially
each year, with $470,000 returned within the first five years, $8.15 million within the first eight and $22.58 million by
the end of the first decade of operation.

Today that figure is an astonishing $80 million and with the continued growth and popularity of the Community
Bank® model, returns should top $100 million by the end of 2013. These dollars add up to new community facilities,
improved services, more opportunities for community engagement activities and generally speaking. a more
prosperous society,

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

In Bendigo and Adelaide Bank, your Community Bank® company has a committed and strong partner and over the
last financial year our company has also seen much success.



Bendigo and Adelaide Bank report (continued)

Last December, our Bank joined the ranks of Australia’s A-rated banks following an upgrade announced by Standard
& Poor's. Its decision to raise our long-term rating from BBB+ to A- means the Bank (and its Community Bank®
partners) are now rated ‘A’ by all three of the world's leading credit rating agencies. This is a huge boost to the Bank
and will allow us to access new funding opportunities. It will also enable our group to service supporters who were
preciuded from banking with us because we were not A rated,

The rating upgrade is a welcome boost for the Bank and its partners at a time when funding is expensive and likely
to remain so, 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 Bank's margin and as Community Bank® margin
share is still in part based on fixed trails, this is continuing to reflect a skew in margin share between the Bank and its
Community Bank® partners.

We've been working with the Community Bank® network to take action to reduce this imbalance (which is in favour
of the Community Bank® partners) and see the share of revenue on core banking products closely aligned to the
key principal of 50/50 revenue share, Recent market developments are challenging this goal, but the Bank and its
partners remain committed to addressing this.

It's Bendigo and Adelaide Bank's vision to be Australia's leading customer-connected bank. We believe our strength
comes from our focus on the success of our customers, people, partners and communities. We take a 100-year view
of our business; we listen and respect every customer’s choice, needs and objectives. We pariner for sustainable long-
term outcomes and aim to be relevant, connected and valued.

This is what drives each and every one of our people and we invite you as Community Bank® shareholders to support
us as we work with our partners to deliver on our goals and ensure our sustained and shared success.

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

We thank you all for the part you play in driving this success.

/ 7 IS,
AU 7

Russell Jenkins
Executive Customer and Community



Merbein District Community Financial Services Limited
ABN 68 108 297 945
Directors’ Report

Your directors submit the financial statements 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:

Marianne Dawn Glover

Chairman

Age: 62

Hairdresser

Experience and Expertise: Qualified Hairdresser for
over 40 years, Chairperson of Merbein Uniting Church,
Vice President of Merbein Development Association
Inc, Committee Member of Merbein Great Vanilla Slice
Triumph.

Interests in shares: 1

Paul Matthew Mulder

Director

Age: 46

Team Leader at MADEC

Experience and Expertise: Life Member of Merbein
Junior Football Club, Diploma in OH&S, experience in
management, HR, education and employment, public
relations, computer/IT.

Interest in shares: Nil

Rebecca Claire Wells

Director

Age: 37

Marketing

Experience and Expertise: Bachelor of Arts, Masters
media production (Hons), Merbein Centenary
Committee

Interest in shares. 1

Stephen Joszef Lorincz

Director

Age: 50

Business Owner

Experience and Expertise. Involved in management of
large companies and running small business. Past
President of many sporting clubs, Chairman of Football
Federation Victoria, Chairman and Committee member
of several community groups. Currently a director of
She'll B Right Hotels Pty Ltd.

Interests in shares: 1

Nadine Carol Rudd

Director (Resigned 21 August 2012)

Age: 52

Small Business Co-ordinator

Experience and Expertise: Employed by Sunraysia
Rural Counselling Service. Has been involved in the
Citrus & Horticultural industries for the last 15 years.
Interest in shares: Nil

Geoffrey John lzard

Director (Resigned 17 February 2012)

Age: 74

Horticulturist

Experience and Expertise: Managing director of
Merbein Mushrooms Pty Ltd

Interests in shares: 6,001

Jeanette Ellen Worthington

Secretary

Age: 59

Administration

Expenence and Expertise. Adminstration/Project Officer with
Mailee Sports Assempbly. Partner in family Electrical
Contracting business. Have been associated with the
administration of Community and Sporting clubs across
Sunraysia.

Interests in shares: 5,001

Raywin Mary Jamieson

Diractor

Age: 55

Hairdresser

Experience and Expertise: Business owner for 38 years, 25
years involvement with Girl Guides. Chairperson of Mildura
City Heart Market management team, State Council
Member, President Merbein Development Association Inc,
Regional Manager Loddon Mallee.

Interest in shares: 1

David Kim Swee Lim

Director

Age: 53

CPA

Experience and Expertise: Bachelor of Arts in Accountancy,
Member of CPA Australia Held Senior Accounting roles in
publicly listed companies.

Interest in shares: Nil

Kathleen Anne Middleton

Director

Age: 57

Administration

Experience and Expertise: Girl Guides Leader for 22 years
and Treasurer for 10 years, Cardross Footbali Club
Treasurer, Secretary, President and Sports Trainer, involved
in the Sunraysia Gang Show for 21 years and Treasurer for
6 years, Assoc. Dip of Business (Acc) Bach of Business
(Acc).

Interest in shares: Nil

Barry Lyle Smith

Director (Resigned 17 July 2012)

Age: 71

Horticulturist

Experience and Expertise: 13 years banking experience,
past chair of Fruits Group V.F.F, Managing director of Enviro:
Care Horticultural Producers Pty Ltd

Interests in shares: 5,001

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

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



Merbein District Community Financial Services Limited
ABN 68 108 297 945
Directors’ Report
Company Secretary

The Company Secretary Is Jeanette Ellen Worthington. Jeanette was appointed as secretary 10 March 2004, She has prior
experence as a secretary with numerous not-for-profit organisations.

Principal Activities

The principal activities of the company during the course of the financial year were in facilitating Community Bank® services under
management rights 1o operate a franchised branch of Bendigo and Adelaide Bank Limited.

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

Operating Results

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

Year ended Year ended
30 June 2012 30 June 2011
$ $
20,540 (5,685)

Remuneration Report

(a) Remuneration of Directors

All Directors of the Company are on a voluntary basis. therefore no remuneration guidelines have been prepared.
(b) Remuneration of Area and Branch Managers

The Board is respensible for the determination of remuneration packages and policies applicable to the Branch Manager and all the
staff. The Branch Manager is invited to the Board meetings as required to discuss performance and remuneration packages,

The Beard's policy in respect of the branch manager is to maintain remuneration at parity within the Community Bank® network and
local market rates for comparable roles.

There are no executives who are directly accountable and responsible for the strategic direction and operational management of the
entity. This is wholly a board role,

There are therefore no Specified Executives

Year Ended 30 June 2012
Dividends Cents $
Dividends paid in the year:
- Dividends paid in the year 2 10,848

Significant Changes in the State of Affairs

In the opinion of the directors there were no significant changes in the state of affairs of the company that occurred during the financial
year under review not otherwise disclosed in this report or the financial statements

Matters Subsequent to the End of the Financial Year

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



Merbein District Community Financial Services Limited

Likely Developments

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

Environmental Regulation

ABN 68 108 297 945
Directors' Report

The company is not subject to any significant environmental regulation.

Directors' Benefits

No director has received or become entitled to recaive, 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 except as disclosed in note 20 to the financial statements. 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-ime employee of the company, controlled entity or related body corporate.

Indemnification and Insurance of Directors' and Officers

The company has indemnified all directors' and the manager in respect of liabilities to other persons (cther than the company or
related body corporate) that may anse from their position as directors or manager of the company except where the liability anses out

of conduct involving the lack of good faith.

Disclosure of the nature of the hability and the amount of the premium Is prohibited by the confidentiality clause of the contract of
insurance. The company has not provided any insurance for an auditor of the company or a related body corporate.

Directors' Meetings

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

Jeanette Ellen Worthington

Marianne Dawn Glover

Stephen Joszef Lonncz

Raywin Mary Jamieson

Rebecca Claire Wells

Paul Matthew Mulder

Kathleen Anne Middleton

Dawid Kim Swee Lim

Nadine Carol Rudd (Resigned 21 August 2012)
Barry Lyle Smith (Resigned 17 July 2012)
Geoffrey John Izard (Resigned 17 February 2012)

Board Meetings Marketing & Business
Attended Development Finance
— Attended Attended
Eliguble | Attended | Eligible Attended | Eligible | Attended
1" 10 6 6 - -
1 1" 6 6 - -
" 3 5 < - -
" " 6 6 - -
1 10 6 5 ~ -
" 9 5 4 - -
1 9 - - 2 2
1 6 = = 2 1
" 7 - . 2 2
1" 9 - - - -
6 3 - = - -




Merbein District Community Financlal Services Limited
ABN 68 108 297 945
Directors' Report

Non Audit Services

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

The board of directors has considered the position, In accordance with the advice received from the audit commitiee and Is satisfied
that the provision of the non-audit services Is compatibie with the general standard of Independence for audilors imposed by the
Corporations Act 2001.

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

« all non-audit senices have been reviewed by the audit committee to ensure they do nol impact on the impartiality and objectivity of
the auditor;

« none of the services undermine the general principies relating to auditor Independence as set out in APES 110 Cede of Ethics for
Professional Accountants, including reviewing or auditing the auditor's own work, acting in a management or a decision-making
capacity for the company, acting as advocate for the company or jointly sharing economic risk and rewards.

Auditors’ Independence Declaration
A copy of the auditors’ independence declaration as required under section 307C of the Corporations Act 2001 is s&t cut on page 5.

Signed in accordance with a resolution of the board of directors at Merbein, Victoria on 24 September 2012,

Honcone Do

Marianne Dawn Glover, Chairman
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Partners in success
Chartered Accountants

Lead auditor’s independence declaration under section 307C of the Corporations
Act 2001 to the directors of Picton & District Community Enterprises Limited

| declare, that to the best of my knowledge and belief, in relation to the audit for the financial year ended
30 June 2012 there have been no contraventions of:

. the auditor Independence requirements of the Corporations Act 2001 in relation to the audit

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

Andrew Frewin Stewart
61 Bull Street, Bendigo Vic 3550

Dated: 26 September 2012

Lhnbdty brmind by o scheme appreved wader Prafessions Standands Legibanon AR 51 061 795 537,
P: (03) 5443 0344 F- {03) 5843 5304 61-65 Bull 5¢./PO Box 454 Bendigo Vic, 3552 afispafshendigo.com.au www.afsbendigo.com.au

TAXATION - AUDIT < BUSINESS SERVACES < FINANCIAL FLANNING




Merbein District Community Financial Services Limited
ABN 68 108 297 945
Statement of Comprehensive Income
for the Year Ended 30 June 2012

2012 2011

Notes $ $
Revenues from ordinary activities 4 587.400 531,944
Employee benefits expense (330.540) (314,291)
Charitable donations, sponsorship, advertising and promotion (80,601) (58,324)
Occupancy and associated costs (35,772) (31,922)
Systems costs (20,673) (21,518)
Depreciation and amortisation expense 5 (20.738) (18,397)
Finance costs 5 (3.738) (5,714)
General administration expenses (77,527) (84,133)
Profit/(loss) before income tax (expense)/credit 17,811 (2,355)
Income tax (expense)/credit 6 2,729 (3,330)
Profit/(loss) after income tax (expense)/credit 20,540 (5,685)
Total comprehensive income for the year 20,540 (5,685)
Earnings per share (cents per share) c c
- basic for profit for the year 22 3.79 (1.05)

The accompanying netes form part of these financial statements
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Merbein District Community Financial Services Limited

ASSETS
Current Assets

Cash and cash eguivalents
Trade and cther receivables

Total Current Assets
MHon-Cumrent Assets
Property, plant and eguipment
Intangible assets

Deferred tax assets

Total Non-Cumrent Assets
Total Assets

LIABILITIES

Current Liabilities

Trade and other payables
Bomowings

Prowvisions

Total Current Liabilities

Mon-Cumrent Liabilities

Prowvisions
Bomowings

Total Non-Current Liabilities
Tetal Liabilities

HNet Assets

Equity

Issued capital
Accumulated losses

Total Equity

The accompanying notes fom part of these financial statements

ABM 6B 108 297 945
Balance Sheet
as at 30 June 2012

T

0

12
13

14
13

15
16

2012 2011
$ £
200 200
30,232 20137
39541 29,337
83.055 60,158
26.008 40,361
128,386 126,257
238,949 226,776
278,490 256,113
35143 20,704
0483 26,260
24 {30 21157
69,256 78,121
2876 4,400
23,083 -
25,959 4,409
95215 82,530
183,275 173,582
400,005 400,005
(206,730} (316,422)
183,275 173,583




Merbein District Community Financial Services Limited
ABN 68 108 257 945
Statement of Changes in Equity
for the Year Ended 30 June 2012

Issued Accumulated Tatal
Capital Losses Equity
3 s 3

Balance at 1 July 2010 480,005 (310,737) 179,268
Total comprehensive income for the year - (5,885) (5,685
Transactions with cwmers in their capacify as owners:
Shares issusd during pericd - - -
Costs of issuing shares - - -
Dividends provided for or paid - - -
Balance at 30 June 2011 480,005 (316.423) 173,583
Balance at 1 July 2011 450,005 (318.422) 173,583
Total comprehensive income for the year - 20,540 20,540
Transactions with ocwners in their capacity as owners:
Shares issusd during pericd - - -
Costs of issuing shares - - -
Dividends provided for or paid - {10,848} (10,248)
Balance at 30 June 2012 400,005 (208.730) 183,275

The accompanying nales fomm gant of thesa nandal statements

a



Merbein District Community Fimancial Services Limited
ABN 68 108 297 945
Statement of Cashflows
for the Year Ended 30 June 2012

2012 2011
Notes 5 $

Cash Flows From Operating Activities

Receipts from customers 637 451 584,880
Payments to suppliers and employees (558,0973) (565,348)
Interest received - 152
Interest paid (3,738) (5,714)
Het cash provided by operating activities 17 34.734 23,972
Cash Flows From Investing Activities

Payments for property, plant and eguipment (30.182) -
Met cash used in investing activities {30,182} -
Cash Flows From Financing Activities

Proceeds from bormowings 20,200 -
Dividends paid (10.848) -
Het cash provided by financing activities 18.352 -
MHet increase in cash held 22,6004 23,872
Cash and cash equivalents at the beginning of the financial year (26.080) (50,032)
Cash and cash equivalents at the end of the financial year Tia) (3.156) (26, 060)

The accompanying nates fom part of these financial stalements
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Merbein District Community Financial Services Limited
ABM B8 108 237 945
Notes to the Financial Statements
for the Year Ended 30 June 2012

Mote 1. Summary of Significant Accounting Policies
a) Basis of Preparation

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

Compliance with IFRS

These financial staternents and notes comply with Intemational Financial Reporting Standards (IFRS) as issued by the
Intemational Accounting Standards Board (lASB).

Critical accounting estimates

The preparation of the financial statements requires the use of certain ocntical accounting estimates. It also requires
management to exercise its judgement in the process of applying the company's accounting policies. These areas invalving
a higher degree of judgernent or complexities. or areas where assumptions and estimates are significant to the financial
statements are dischosed in note 3.

Historical cost convention

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

Comparative figures

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

Adoption of new and revised Accounting Standards

Mone of the new standards and amendments to standards that are mandatory for the first time for the financial year
beginning 1 July 2011 affected any of the amownts recognised in the curment period or any prior period and are not likely to
affiect future peniods. The adoption of the revised AASE 124 Related Party Disclosures has not resulted in the disclosure of
any additional related party transactions in the cument penod or any pricr period and is not likely to affect fubure periods. The
adoption of AASE 1054 Australian Additional Disclosures and AASE 2011-1 Amendments to Austalian Accounting
Standards arising from the Trans-Tasman Convergence Project have not affected the disclosure of any items in the financial
statements.

The company has not elected to apply any pronouncements before ther mandatory operative date in the annual reporting
peried beginning 1 July 2011.

Economic dependency - Bendigo and Adelaide Bank Limited

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

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

All deposits are made with Bendigo and Adelaide Bank Limited. and all personal and invesiment products are products of
Bendigo and Adelaide Bank Limited, with the company faclitating the provision of those products. All loans, leases or hire
purchase fransactions, issues of new credit or debit cards, temporary or bridging finance and any other transaction that
mvolves creating a new debi, 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
Adelade Bank Limited, and all credit products are products of Bendigo and Adelaide Bank Limited.



Merbein District Community Financial Services Limited
ABMN B8 108 297 943
Notes to the Financial Statements
for the Year Ended 30 June 2012

Note 1. Summary of Significant Accounting Policies (continued)

a) Basis of Preparation {continued)

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

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

= training for the branch manager and other employees in banking, management systems and interface profocol;

= methods and procedures for the sale of products and provision of semvices;

= security and cash logisbic controls;

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

- the formulation and implementation of adwvertising and promobional programs; and

= sales technigues and proper customer relations.

The fiollowing is @ summary of the material accounting policies adopted by the company in the preparation of the financial
statements. The accownting policies have been consistently applied, unless otherwise stabed.

b) Revenue

Revenue is recognised when the amount of resenue can be reliably measured, it is probable that future economic benefit
will fiow 1o the company and any specific criteria have been met. Interest and fee revenue is recognised when eamed. The
gam or loss on disposal of property, plant and eguipment is recognised on a net basis and is classified as income rather
than revenue. All revenue is stated net of the amount of Goods and Services Tax (GST)

Revenue calculation

The franchise agreerment with Bendigo and Adelaide Bank Limited provides for three types of rewenue eamed by the
company. First. the company is entitled to 507% of the monthly gross margin eamed by Bendigo and Adelaide Bank Limited
on producks and services provided through the company that are regarded as “day to day”™ banking business {ie ‘marngin
business’). This arrangement alsc means that i the gross margin refiects a loss (that is, the gross margin s a negative
amaount), the company effectively ncurs, and must bear, 50% of that loss.

The second source of revenue is commission paid by Bendigo and Adelaide Bank Limited on the other products and
senvices provided twough the company (ie ‘commission business’). The commission is cumently payable on various
specified products and services, including insurance, financial planning. common fund, Sandhwrst Select. superannuation,
commercial koan refermals, products refemed by Rural Bank, leasing refermals, fixed loans and certam term deposits (>80
days). The amount of commission payable can be waned in accordance with the Franchise Agreement (which, in some
cases, permits commissions to be varied at the discretion of Bendigo and Adelaide Bank Limited). This discretion has be
exercised on several occasions previously. For example in Febmuary 2011 Bendigo and Adelaide Bank Limited reduced
COMMissions on hao core banking products to ensure 3 more even distribution of mcome between Bendigo and Adelaide
Bank Limited and its Community Bank® parmers. The revenue share model = subject to regular review to ensure that the:
mterests of Bendigo and Adelaide Bank Limited and Community Bank® companies remain balanced.

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

c) Income Tax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit
or boss for the penod. |t is calculated wsing tax rates and tax laws that have been enacted or substantively enacted by

reporting dabe. Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or
refundable).
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Note 1. Summary of Significant Accounting Policies (continued)
c) Income Tax {continued)
Defered tax

Deferred tax is accounted for using the balance sheet liability method on temperary differences ansing from differences
between the camying amount of assets and labilibes n the financial statements and the corresponding tax base of those
tems.

In principle. deferred tax fiabilibes are recognised for all taxable temporary diferences. Deferred tax assets are recognised
to the extent that # is probable that sufficient taxable amounts will be available against which deductible temporary
differences or unused tax losses and tax offsets can be utiised. However, deferred tax assets and iabilibes are not
recognised if the temporary differences giving rise to them arise from the intial recognition of assets and liabilites (other
than as a result of 3 business combination) which affects neither taxable income nor accounting profit. Furthermore, a
deferred tax lability 's not recognised in refation to taxable temporary differences ansing from goodwil.

Defemed tax assets and liabiliies are measured at the tax rates that are expectad to apply to the period(s) when the asset
and liabidity giving rise to them are reafised or setfled, based on tax rates {and tax laws) that have been enacted or
substantvely enacted by reporting date. The measurement of deferred tax liabities reflects the tax consequences that
would follow from the manner in which the consolidated entity expects, at the reporting date, to recover or setfle the camying
amount of its assets and labilites.

Defemed tax assets and labiliies are offset when there is a legally enforceable nght to offset curent tax and when the
balances relate to taxes levied by the same taxation authority and the company entity ntends 1o settle its tax assets and
Iabiities on 3 net basis.

Current and defered tax for the period

Current and deferrad tax is recognised as an expense or income in the statement of comprehansive income, except when 1
relates to items credied or debited to equity, n which case the defemed tax is also recognised directly in equity. or where it
anses from initial accounting for 3 business combination, m which case it is taken into account n the determination of
goodwill or excess.

d) Employee Entitiements

Provision is made for the company's liability for employee benefits ansing fom services rendered by employees to balance
date. Employse benefits that are expected to be settied within one year have been measurad at the amounts expactad to be
pad when the liability s settled, plus related on-costs. Employes benefits payable later than one year have been measured
at the present value of the estmated future cash cutflows to be made for those benefits.

The company contributes to 3 defined contribution plan. Contrbutions to employee superannuation funds are charged
against income as ncurred.

e) Cash and Cash Equivalents

For the purposes of the statement of cash Sows, cash mcludes cash on hand and in banks and investments in money
markst instruments, net of outstanding bank overdrafts. Bank overdrafts are shown within bormowings in current liabilities on
the balance sheet.

f) Trade Receivables and Payables

Recevables are camied at their amounts due. The collectabiity of debts is assessed at balance date and specific provision
is made for any doubtil accounts. Lisbilites for frade creditors and other amounts are carried at cost that is the far value of
the consideration to be paid in the future for goods and services recaved, whether or not billed to the company.

g) Property, Plant and Equipment

Plant and equipment, leasehold improvements and equipment under finance lease are stated at cost less accumulated
depreciation and impairment. Cost includes expenditure that is directly attrbutable to the acquisition of the item. In the event
that settlement of all or part of the purchase consideration is defemed. cost is determined by discounting the amounts
payable in the future to their present value as at the date of acguisition.
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Note 1. Summary of Significant Accounting Policies (continued)
g) Property, Plant and Equipment (continued)

Depreciation is prowided on property, plant and equipment. including freehold buldings but excluding land. Depreciation is
calculated on a straight bne basis so 3s to write off the net cost of each asset over ts expected useful life to its estmated
residual value. Leasehold improvements are depreciated at the rate equivalent to the avaiable bulding allowancs using the
straight line method. The estmated useful ves, residual values and depreciation method s reviewed at the end of each
annual reporting perod.

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

- leasehold improvements 40 years
- plant and equipment 25-40 years
- fumiture and fittings 4-40 years

h) Intangibles

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

The renewal processing fee paid to Bendigo and Adelaide Bank Limited when renswing the franchise agreement has also
been recorded 3 cost and is amortised on 3 straight line basis over the life of the franchise agreement.

i) Payment Terms

Receivables and payables are non intersst beanng and generally have payment tems of between 20 and 90 days.
i) Borrowings

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

k) Financial Instruments

- . —

Financial mstruments, incorporating financial assets and financial liabilites, are recognised when the entity becomes 3 party
to the contractual prowisions of the instrument.

Financial instruments are initally measured at far value plus transaction costs. Financial instruments are dassfied and
measured as set out below.

Derecogniton

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

Classification and su t measurement

i} Loans and receivables
Loans and receivables are non-denvative financial assats with fixed or determinable payments that are not quoted
in an actwe market and are subsequently measured at amortised cost using the effective interest rate method.

(i)  Held-fo-maturity invesiments
Held-to-maturity investments are non-dervatwe financiadl assets that have fixed maturites and fixed or
determinable payments, and it is the entity's intention to hold these investments to maturity. They are
subsequently measured at amortised cost using the effective mterest rate method.

@ P il fiabilib
Non-derivative financial Iabities (exduding financial guarantees) are subsequently measured at amortised cost
using the effective interast rate method.
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Note 1. Summary of Significant Accounting Policies (continued)
k} Financial Instruments (congnued)
Impaimment

At each reporting date, the entity assesses whether there & objective evidence that a financial instrument has been
mpaired. Impairment kesses are recognised in the statement of comprehensive income.

I} Leases

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

Leased assets are depreciated on @ straght-fine basis over the shorter of their estimated useful fves or the lease term.
Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged as
expenses in the pericds in which they are incurmed. Lease ncentives under operating leases are recognised as a liablity and
amortsed on a straght-line basis over the life of the lease tem.

m) Provisions

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

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

n) Contributed Equity

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

o) Earmnings Per $hare

Basic eamings per share is calculated by dividing the profit atiributable to equity holders of the company. excluding any
costs of senvicing equity other than ordinary shares, by the weighted average number of ordinary shares. cutstanding duning
the financial year, adpsted for bomus elerments in ordinary shares issued during the year.

Pl Goods and Services Tax

Revenues, expenses and assefs are recognised net of the amount of Goods and Services Tax (G5T), except whers 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 amouwnt of GST incuded. The net amount of GST recoverable from, or
payable to, the faxation authority is included as part of receivables or payables i the balance sheet Cash flows are
ncluded in the statement of cash fiows on a gross basis.

The GST components of cash flows arising from inwesting and financing activites which are recoverable from, or payable o,
the taxation authority are classified as operating cash flows.
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Note 2. Financial Risk Management

The company's activities expose it to a limited variety of financial risks: market nsk (ncluding currency risk, fair value
mterest risk and price risk), credit nsk, liquidity risk and cash flow interest rate risk. The company's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the financial
performance of the entity. The entity does not use dervative instruments.

Risk management is camied out direcly by the board of directors.

(ij Market risk

The company has no exposure bo any transactions denominated in a currency other than Australian dollars.
(i} Price risk

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

{ii) Credt risk

The company has no significant concenfrations of credit risk. It has policies in place to enswre that customers have an

appropriate credit history. The company’s franchise agreement imits the company's credit exposwe to one financial
mstitution, being Bendigo and Adelaide Bank Limited.

()} Ligquidity risk

Prudent liquidity management implies maintaning sufficient cash and marketable securities and the avalabiity of funding
from credit facilities. The company beleves that its sound relationship with Bendigo and Adelaide Bank Limited mitigates
this risk significanthy.

(v} Cash flow and fair value interest rate nsk

Interest-bearing assets are held with Bendigo and Adelaide Bank Limited and subject to movements i market nterest.
Interest-rate risk could also arise from long-term bomowings. Bomowings issued at varable rates expose the company to
cash flow interestrate risk. The company believes that its sound relationship with Bendige and Adefaide Bank Limited
mitigates this risk significanty.

{vi} Capital management

The board’s policy is to maintain a strong capital base so as o sustain future dewelopment of the company. The board of

directors monitor the rebum on capital and the level of dividends to shareholders. Capital is represented by total equity as
recorded in the balance sheet.

In accondance with the franchise agreement. in any 12 month period. the funds distributed to shareholders shall not excesd
the distribution limit.
I the distribution limit is the greater of.
{a) 20% of the profit or funds of the franchisee othenwise avalable for distibution to shareholders in that 12 month
peniod; and
(&) subject io the avalability of distnbutable profits. the relevant mte of retum multiplied by the average level of share
capital of the franchises over that 12 month penod; and
(i}  the relevant rate of rebemn is equal to the weighted average interest rate on B0 day bank bills ower that 12 month

peniod plus 5%.

The board is managing the growth of the business in lne with this reguirerment. There are no other extemnally imposed
capital requirements, athough the nature of the company is such that amounts will be paid in the form of chartable
donations and sponsorship. Charitable donations and sponsorship paid for the year ended 30 June 2012 can be seen in the
statement of comprehensive ncome.

There were no changes in the company’s approach to capital management during the year.
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Note 3. Critical Accounting Estimates and Judgements

Estimates and judgements are continually evalsated and are based on historical experience and other factors, inchuding
expectations of fubure events that may hawve a financial impact on the entity and that are believed 1o be reasonable under the
circumstances.

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

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

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

Taxation

Judgement is required in assessing whether defermed tax assets and certain tax liabdities are recognsed on the balance
sheet. Defemed tax assets, including those arising from un+ecouped tax losses, capital losses and temporary differences,
are recognised only where it is considered more likely than not that they will be recovered, which = dependent on the
generation of sufficient future taxable profits.

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

These judgements and assumptions are subject to risk and uncertainty, hence there is a possbility that changes in
circumstances will alter expectations. which may impact the amount of defermed tax assets and defermed tax Rabilities
recognised on the balance sheet and the amount of other tax losses and temporary differences not yet recognised. In such
circumstances, some or all of the camying amount of recopnsed defemed tax assets and liabiliies may require adustment,
resulting in comesponding credit or charge to the statement of comprehensive ncome.

Estimation of wseful ives of assets

The estimation of the useful lives of assets has been based on histonical experience and the condition of the asset s
assessed at least once per year and considered against the remamning usefu life. Adustments to useful lives are made
when considered necessary.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the far value of the company's share of the net identifiable
assets of the acquired branchiagency at the date of acquisition. Goodwill on acquisition is included in intangible assets.
Goodwill is not amortised. Instead, goodwill is tested for impaiment annually. or more frequently if events or changes in
circumstances indicate that it might be impaired, and is camied at cost less accumulated impairment losses.

The calculations require the use of assumptions.
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Note 3. Critical Accounting Estimates and Judgements {congnued)

Impaiment of assets

At each reporing date, the company rewiews the camying amounts of its tangible and intangibde assets that have an
madefinite useful ife to determine whether there is any indication that those assets have suffered an impairment loss. i any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the Imparment
loss (if any). Where the asset does not generate cash flows that are independent from other assets. the consolidated entity
estimates the recoverable amount of the cash-generating wnit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
futwre cash flows are discounted to ther present walue using a prefax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows have
not been adpusted.

If the recoverabée amount of an asset (or cash-generating unit) is estimated to be less than its camying ameount, the camying
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An mpaiment loss is recognised n profit
or loss mmediately. unless the relevant asset is camied at fair value, in which case the impaiment loss is treated as a
revaluation decrease.

Where an impaiment loss subsequenty reverses, the camying amount of the asset (cash-generating unit) is increased to
the revsed estimate of its recowerable amount, but only to the extent that the increased camying amount does not excesd
the camying amount that would have been determined had no impaimment loss been recognised for the asset (cash-
generating unit) in prior years. A reversal of an impaiment loss is recognised in profit or loss mmediately, unless the
refevant asset is camed at fair value, in which case the reversal of the impaimment loss is treated as 3 revaluation increase.

2012 2011

Mote 4.  Revenue from Ordinary Activities 5 5
Operating activities:
- SE[VICES COMIMISSons 545,783 425712
- other revenus 1,802 106,080
Total revenue from operating activities 587,400 f31,782
Non-operating activities:
- interest received - 152
Total revenue from non-operating activities - 162
Total revenues from ordinary activities 587,400 A31.844
Note 5. Expenses
Depreciation of non-curment assets:
- plant and equipment 2822 1468
- leasehold improvements R K 3475
- motor wehicke 2,332 -
Amortisation of non-cument assets:
- franchise agreement 2,242 2,243
- franchise renewal fee 11,211 11,211

20,733 18 387
Finance costs:
- interest paid 3,733 5,714
Bad debts 184 281
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Note 6. Income Tax Expense

The components of tax expense comprse:

- Movement in defemed tax
- Recoup of prior year tax loss
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for the Year Ended 30 June 2012

- Adjustments 1o tax expense of prior penods

The prima facie tax on profit{loss) from ordinary activites before
income tax is reconcded to the mcome tax expense as follows:

Operating profitiloss)

Prima facie tax on profit/{loss) from ordinary activities at 30%

Add tax effect of:

- non-deductbie expenses
- tming difference expenses
- other deductble expenses

Movement in deferred tax

Adjustments to tax expense of prior periods

Note 7. Cash and Cash Equivalents

Cash at bank and on hand

The above figures are reconciled to cash at the end of e financial
year 35 shown in the statement of cashflows as follows.

Note 7.{a) Reconciliation of cash

Cash at bank and on hand
Bank overaraft

Note 8. Trade and Other Receivables

Trade recevables
Other recevables and accruals
Prepayments

2012 2011
s s
137 (2.233)
5,207 5,563
(8.073) 3

(2,729} 3330

17.811 (2.355)

5,344 (708)

- 4036

(137) 2233

5207 5563

1 137 (2.233)
(8.073) S

2.729) 3330

200 200

200 200

13 (3.385) (26.260)
13.158) (26.060)

33,605 25,800

5727 3328
30,332 22,137
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Note 8. Property, Plant and Equipment

Plant and egquipment
At cost
Less accumulated depreciabon

Leasehold improvements
At cost
Less accumulated depreciaton

Motor vehicie
At cost
Less accumulated depreciation

Total written down amount
Movements in carrying amounts:
Plant and equipment
Carrying amount at beginning

24
Disposals
Less: gepreciation expense
Carrying amount at end

Laasehold improvements

Carrying amount at beginning
£

Disposals

Less: depreciation expense

Camryng amount at end

Motor vehicie

Carmrying amount at beginning
L

Disposals

Less: depreciation expense

Carrying amount at end

Total written down amount

Note 10. Intangible Assets
Franchise fee

At cost

Less: accumulated amortisation

Atcost
Less: accumuiated amortisation

Total written down amount

2012 2011
s $
44,533 44,583
{20,188) (26.344)
15,417 18230
83.508 83,508
23720)  (215580)
30,788 31010
30,182 -
(2:332) -
Z7.850 41810
83,055 50,158
18,230 21642
(2:822) (3.403)
15,417 18230
41219 43450
(2.131) (1.540)
30,788 37810
20,182 -
(2:332) -
27,550 -
83,055 50,156
71.211 71211
(66.728)  (64.485)
[EES 6.120
56,057 56,057
(33,634) (22422)
2an 3363
26,008 40,361
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2012 2011
Note 11. Tax s s
Deferred tax assets
- accruals 257 256
- employes provisions 8,252 7.670
- tax losses camed forward 122,165 112,330
130,704 127 256
Defemred tax liability
- deductible prepayments. 1718 jeiele]
1,718 200
Net deferred tax asset 128,288 126.257
Movement in deferred tax charged to statement of comprehensive income (2,729) (2.233)
Note 12. Trade and Other Payables
Trade creditors 32,043 28,504
Cther credtors and accruals 2,200 2200
35,143 30,704
Note 13. Borrowings
Current:
Bank overdrafts 7 3,285 26,260
Credit card 5 -
Lease liability 18 8,113 -
8483 26,260
Non-Current:
Lease liability 18 23,083 -
23,083 -
As 3t balance date the above bank overdraft facity had an overdraft limit of $100,000 and s
charged interest at the Bendigo and Adelaide Bank Limited's Business Solutions Non-
Residentia! Secured Interest Rate (currently 5.52% varying from tme to time). Overdratt
secursd by a fixed and floating charve over the company's assets
Note 14. Provisions
Current:
Provision for annual lsave 12,423 15463
Provision for fong service leave 12,207 5,604
24,630 21,157
Non-Current:

Provision for long senvce leave 2,878 4400
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2012 2011
Mote 13, Contributed Equity $ H
542,111 Ordinary shares fully paid of $1 each (2011: 542,111) 542411 2411
Less: equity raising expenses (f2.40a) (52.406)
490,005 420,005

Rights attached to shares
(@)  Volimg rights
Subject to some limited exceptions, each member has the right to vote at a general meeting.

On a show of hands or a poll, each member attending the meseting (whether they are atiending the meeting in
person or by attomey, corporate representative or proxy) has one vobte, regardless of the number of shares held.
Howewer, where a person attends a meeting in person and is entiled to wote in mare than one capacity (for
example, the person s a member and has also been appointed as proxy for another member) that person may
orly exercise one wote on a show of hands. On a poll. that person may exercise one vole as a member and one
vaote fior each other member that person represents as duly appointed attomey, corporate representative or prosy.

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

(b}  Dividends

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

{c) Transfer
Generally, ordinary shares are freely fransferable. However, the directors have a discretion to refuse to register a
transfer of shares.
Subgect to the foregoing. shareholders may transfer shares by a proper transfer effected in accordance with the
company's constitution and the Corporations Act
Prohibited sharsholding intersst
A person must not have a prohibited shareholding interest in the company.

In summary, a person has a prohibited shareholding interest if any of the following appiies:
- They control or owm 109 or more of the shares in the company (the “10% limit™).

As with woting rights, the purpose of this prohibited shareholding prowision is to reflect the community-based nature of the
COMpaEny.

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

The board has the power to request information from a person who has (or is suspected by the board of having) a legal or
beneficial interest in any shares in the comipany or any voting power in the company. for the purpose of detenmining whether
a person has a prohibited shareholding interest. |f the board becomes aware that a member has a prohibited shareholding
mterest, it must serve a notice requinng the member (or the member's associate) to dispose of the number of shares the
board considers necessary to remedy the breach. If a person fails to comply with such a notice within a specified peniod
({that must be between three and six months), the board is authonsed to sell the specfied shares on behalf of that person.
The holder will be entiled to the consideration from the sale of the shares, less any expenses incurred by the board in
selling or otherwise dealing with those shares.

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

H
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2012 2011
Note 16. Accumulated Losses s s
Balance at the beginning of the financial year (216,422) {310,737)
Net profit/{loss) from ordnary activities after income tax 20,540 (5.685)
Diwidends paid or provided for {10,848) -
Balance at the end of the financal year (306.730) {316.422)
Note 17. Statement of Cashflows
Reconciliation of proft/{loss) from ordinary activities after tax to net
ided by x o
Profit(loss) from ordinary actvities after income tax 20,540 {5.685)
Non cash items:
- depreciation 7,285 40843
- amortisation 13,453 12454
Changes n assets and hiabilites:
- (ncrease)\decraase in receivables (10,185) 150
- (increase)/decrease n other assats (2,729) 3,330
- increase in payables 4440 1.627
- NCrease in provisions 1,840 6,153
Net cashflows prowided by operating activties 34,734 232072
Note 18. Leases
Finance lease commitments
Payable - minimum lease payments
- not Iater than 12 months 7,961 -
- between 12 months and 5 years 25,874 -
- greater than 5 years - -
Minimum lease payments 33,835 -
Less future finance charges (4839) -
Present value of mnimum lease payments 20,106 -
The finance lzase, which commencad in September 2011, s a fwe-year lease. Interest s
recognised 3t an average rats of 7% (2011: Nil).
Operating lease commitments
Non-cancefiable operating leases contracted for but not capitafised in the financial statements
Payable - minimum lease payments.
- not later than 12 months 15,012 15,012
- between 12 months and 5 years 12,510 28,668
27,522 432,880
The rental lease agreement on the branch premises is a non-canceliable lease with 3 fve-year
term, commencing 26 July 2002. There is an option available for a futher five year term, to be
exercised prior to 28 Aprl 2014,
Note 19. Auditor’s Remuneration
Amounts receved or due and recewvable by the
auditor of the company for:
- 3udt and review senices 3,400 3400
- share registry senvices 2,707 1450
- non audt senvices 2,388 230
8,493 5,780




Merbein District Community Financial Services Limited
ABN 68 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2012

Note 20. Director and Related Party Disclosures
The names of drectors who have held office during the financial year are:

Jeanette Ellen Worthington

Marianne Dawn Glover

Stephen Joszef Lorincz

Raywin Mary Jamieson

Rebecca Claire Wells

Paul Matthew Mulder

Kathleen Anne Middiston

David Kim Swee Lim

Nadine Carol Rudd {Resigned 21 August 2012)
Barmry Lyle Smith (Resigned 17 Juiy 2012}
Geoffrey John |zard (Resigned 17 February 2012)

Jeanette Worthington is 3 Partner of Worthington Electrics who provide electrical services to the Company. During the
financial year the total bensfit Worthington Elecinics received was $188 (2011: Ni).

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

Directors’ Shareholdings 2012 2011

Jeanette Ellen Worthington 5,001 5,001
Marianne Dawn Glover
Stephen Joszef Lorincz
Raywin Mary Jamieson
Rebecca Claire Wells
Paul Matthew Mulder - -
Kathleen Anne Middiston - -
David Kim Swee Lim - -
Nadine Carol Rudd (Resigned 21 August 2012) > =
Barry Lyle Smith (Resigned 17 July 2012} 5,001 5,001
Geoffrey Jonn Izard {Resigned 17 February 2012} 5,001 8,001

There was no movement in directors’ shareholdings during the year.

- e wh -
- . . -

Note 21. Key Management Personnel Disclosures
No director of the company receives remuneration for services as a company director or committee member.

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



Mecbein Oisteict Community Flnancisl Senvioes Limiied
ABN S8 %08 297 48
Notes o the Financal Stetemants
o the Your Ended 30 June 2012

Note 22 Esenings Par Share w12 m

() Proftiios) etytutstie 1o the crdeary egquily holdun of De
cormpany used I ccuialing samigs per share a5 |£.885)

1) Weigtes age mumber of o/ doary shares Ged o e
Sernrrinaliy’ In cerulting bess sattegs o e 224 404

Note 23, Events Occurring Aer the Salunce Sheet Date
Thers have bent 1o everts afer tha aixd of Bie Mosocisl ywet Dt would raieciely afect the Sranchel stetersmits

hote 24, Contingent Lubaities
Theee wete no contnigen etaites o De defe of the reoot 1o affect e Srarciel saterents.

Note 25 Segmest Reporting

The economic enily cpetates Bt the service seck whem £ faciteles Commmusity Bank® sedfvices n Merbels and
ding dlatricts L% 8 Denciese oy wih Hendige and Adelede Batk Lmied

Note 24 Registersd OfficuPrincipsl Mace of Susiness
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Bnciiaied Oy Bvovel Piece of Siaiveyy
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Martsin Dictricd Comenundty Financlal & arvices Limted
AEN BB 10 257 845
Hotex io the Financhl Fabsments for the Year Ended 30 Juns 312
Hote 27, Finanolal Incrnaments
Met Falr Vaiues

The net far values of fimancial assets and Babifbes approxi—abe the camying vakues as dsclosed In the balance sheet. The company does not have any unrecognised Snancial
nsruments at the year end

Coreidilt RISk

The madmum exposure o credl risk at balance dake o recognised fnancial assets s Se carying amount of those assets as disciosed In e balance sheet and noizs 1o the
financial skiments.

There ane no malerdal credit risk exposunes 1o any single debfor or group of debfors under Anancal Insinaments entered Inho by e eponomic enity.

nb=rest Rate Risk

Flund intarsct rats maturing In
Finarwial Floating Inderest 1 year or lBss Over 1 fo & years Crver 6 yoars Mon interect bearing | '‘Welghted average
intrument raie #tTootive Inbsrast rate
2012 o 2z 2011 2012 2011 =z 2011 1z 2011 2012 2011
L4 ] L] L] L4 L] ¥ L] L4 L] * *
Flnarlal Accabc
Cashandcashegivaens | s | - [ - [ - T - T - T - T - T 200 [ 200 [ z2s4 | oss
Fecehabies - 1T - T -1 -1 -1 - 1T - T - T2z ] 2580 [ s | wa
Finanedai Lisbiittisc
Somowings 3370 | =20 - - - - - - - - &3z £az
Fracce maze - - 5,113 - 23,083 - - - - - 7.00 HiA
Faymnies - - - - - - - - 32088 | 25540 A WA




Merbein District Community Financial Services Limited
ABN &2 108 297 945
Directors’ Declaration

1 accordance with a resclution of the dreciors of Marten District Community Firsncial Services United, we siale

In the opinion of the directors:

(3) tha financial statemants and notes of the PRNY a0 in wit tha Corp Act 2001,

rcluding:

() ghing @ wue and fair view of the comparys francial postion as at 30 June 2012 and of fs
periormance for the financial year anded on that date; anc

(1) complying with Accounting Standards, ™w Corporations Regulations 2001 and othar mandatory
profassional repoding recuiramants; and

{B) Ihere are reasonable Grounds (0 baleve st the company wil be abl 1o ouy its detns 35 and when they
become due and paysbie.

{c) the audiled remuneration disclosuras set oJt in the remuneraticn report section ol the directors’ rapant
oomply wih Accountrg Standard AASB124 Refated Party O and the Coep 1 Regulations
2001,

This decaration 5 Made In SCcordance with a resokution of the board of dinclors.

(WQ%‘\- g
Marianne Dawn Glover, Chairman
Sigred an the 24th of September 2012




independent auditor's raport to the members of Picton & District Community
Enterprises Limited

Report on the finandal report

We have sudited the accompanying financial repon of Picton & District Community Entarpeises Umited,
which comprises the balance sheet as at 30 june 2012, statement of comprehensive Income, statement of
changes i equity and cash flow statement for the yoss than ended, 3 simmary of significant accounting
poiicies and ather explanatory notes and the directars’ declaration.

Directors’ responsibility for the finandial report

The directors of the compuany are responsible for the preparation and presentation of the financal report in
aocordance with Australian Accounting Standseds and the Corpovations Ao 2001 This responsiboility
inchudes establishing and mantaining internal controls relevant 1o the preparation and presentation of the
financial report that & free from matedial misstatement, whether dus 1o fawd or error; selecting and
applying appropriate accounting polides; and making falr accounting estimates that are reasonable in the
crcumstances. In note 1, the directors also state in accordance with the Azcounting Standard AASS 101
Presentation of Frandal Statemnents that the financal statements comply with International financial
Zeporting Standards.

Auditor's responsibllity

Our respansiity is 10 express an opinsan on the fingadal report based on pur Judt. Wa conducted oue
audit in accordance with Austradan Auditing Standards. These auditing standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to cbtain
reasonable assurance whether the financlal repart is free from matesdal misstatoment.

An audit involves performing procedures to obtan sudit evidentce abouwt the amounts and disdosures in the
financisd report, The procedures selected depend on our judgement, ndluding the asssssment of the risks
of material misstatement of the Ninandial report, whether due to Trsud or errar. o making those «isk
Fsessments, we consider internal controds releyvant 1o the entitys preparation snd peesentation of the
Nnancial repart in order to design audit procedures that are appropriate In the circumstances, but not Tor
the purpose of expressing an opinion an the affectivenass of the antity’s internal contrel, An audit also
Indudes evaluating the appropriatenass of accounting policies used and the reasanabieness af accounting
astmates mads by the directars, 35 well as evaluating the overadl peesentation of the financial repeoet.

Our audit did not Involve an analysis of the prudence of business declsions made hy directars ar
management.

We performed the procedures to assess whether in all material respacts the finandal report presents fairly,
in sccordance with the Corporations Act 2001 and Australisn Accounting Standards, 2 true and far view
which is consistent with our understanding of the compary’s Fnancal position and of its performance,

We believe 1hat the sudit evidente we hove obtemed is suffichent and appropriste Lo provide & basis Tor o
wudit opinion,

by fuesed AR T M
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Independence

In canducting our audit we have compised with the independence regusrements af the Corporgtions Act
2001. We have gen to the directars of the company a wrtten auditor’s independence declaration, a copy
of which is induded i the directors’ report. In addition to our audt of the fimancial report and the
ramuneration disclosures, we were engaged to undertake the services disclosed in the notes to the
finandal statements. The prowision of these services has not impared our Independence,

Auditor's opinion on the financal report
Im our opinion:

1) The finsecial report of Picton & District Community Enterprises Limited is in accordance with the
Covpovations Act 2001 induding giving 2 true and fair view of the company’s financial position as at
30 june 2042 and of its finangial performance and i1s cash flows for the year then ended and
complying with Austrafian Accounting Standseds and the Corporations Regudations 2001

2] The financiol report also complies with Internationsl Financisl Reporting Standards & ssued by the
International Accounting Standards Board.

Report on the remuneration report

Wa have audited the remuneration report induded in the directors’ report for the year ended 10 June
2012. The directars af the company are responsible for the preparation and presentation of the
remuneration repoct in accordance with section 3004 of the Carparations Act 2001, Our respansibility is to
=“xpress an opinion on the remuneration report, based on cur audt conducted in accordance with
Australian Auditng Standards.

Auditor's oplnion

In owr opinikan, the remuneration report of Picton & District Community Enterprises Limited for the year
ended 30 June 2012, complies with section 3004 of the Corparations Act 2001,

David Mute
Androw Frawin Stewart
£1 Rull Straat Rendign Wie 3550

Dated: 26 Septomber 2012



