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2013 CHAIRMANS REPORT

On behalf of my fellow directors, | take pleasure in presenting my report for the last 12
months.

Thank you to our Branch Manager, Robert, and our team Lauren, Tanya, Samantha,
Priscilla and Daniella. Earlier in the year Debra Hally retired from the branch and we
have welcomed Daniella to the team.

Thank you all for your commitment to the business and our customers.

Thank you for the continued support of all shareholders and customers. The Australia-
wide Community Bank® network has now returned more than $100 million to support
and strengthen local communities.

This enormous achievement came as the Community Bank® network celebrated 15
years of operation. The Community Bank® concept was born in the western Victorian
farming townships of Rupanyup and Minyip in 1898. The network has since grown to
include almaost 300 branches across Australia.

| believe we have a strong point of difference in the Community Bank® network. It is
vital that we continue to stress this difference from mainstream banking, while pointing
out that all banking requirements are catered for at our branch.

Our Merbein Community Bank® branch has played a key role in these milestones. In
more than nine years, more than $348,000 has been contributed or pledged back into
our wider community.

These community sponsorships have made a significant difference to numerous local
organisations. We have extended the number of student scholarships, and at the
beginning of the year Kate Robinson was chosen as our first recipient of a two year
tertiary education scholarship, at $5000 per year.

Through Bendigo and Adelaide Bank we became partners with Foodbank Victoria and
our local P10 College to conduct a breakfast program during this year. While driven by
the college, we and two other volunteer groups helped in serving the breakfast.

We also sponsored Robert to participate in the Northern Mallee Leaders p'rogram;
director Rebecca, a former graduate of the programme, was again involved as the Chair
of the Northern Mallee Leaders Advisory Committee.

All sponsorships are important, but we feel those invoiving our young people are vital to
the future of our community and will hopefully produce future directors.

As directors, through our Marketing Development Fund, we decide who receives
sponsorships, taking into account a successful outcome for our recipient, Community
Bank® Branch, and community as a whole. This Marketing Development Fund is not
from the branch's working capital or profit; but a reward for our banking performance
from our franchise partner, Bendigo and Adelaide Bank.



All directors work hard at promoting and growing the business, we rely heavily on great
customer service from our manager and his team; and support from our franchise
partners Bendigo and Adelaide Bank. The Bank continues to assist with networking and
the sharing of expertise and resources that allows for staff training, access to
conferences, inclusion in promotion and advertising campaigns and the availability of the
Mildura Business Banking team to assist at our branch.

Thank you to our Regional Manager, John Sirolli; John's supportive and advisory role to
the board and the branch team is invaluable.

In January, our mentor through the Bendigo and Adelaide Banking network conducted a
Board Assessment Review. Later we worked through a four year strategic planning
session with a local professional, along with our sub-committees. These sessions have
us as volunteer directors committed to transparency and good governance on your
behalf.

Raobert's attendance at our Board meetings is vital with branch performance reports and
liaison with the team.

We accept the responsibility that decisions made need to be good for business and good
for the community.

During the year we accepted the resignation of Director Barry Smith. Barry was one of
our original Steering Committee members with the vision of a Community Bank® model
for the future of Merbein.

We again had a successful year with the 2012 Annual General Meeting and our second
dividend. We also held an information evening for potential sponsorship recipients,
which coincided with cur AGM and birthday celebration.

There is no doubt that all banks face higher funding costs, following changes in the
economic environment triggered by the global financial crisis.

We support our partner Bendigo and Adelaide Bank in its decision making, and believe it
is committed to striking a fair balance between all key stakeholders; borrowers,
depositors, shareholders, staff and wider communities when it sets interest rates.

Bendigo and Adelaide Bank remains one of the few banks globally to be awarded an
upgraded rating since the onset of the global financial crisis. This means the bank
continues to be rated "A-" by Standard & Poors, Moody's and Fitch, in recognition of its
strong performance in the face of what continues to be a challenging economic
environment. Funding for all banks is expensive and likely to remain so.

A safety and security audit was conducted at our Merbein Branch and an upgrade was
deemed necessary. While it was expensive at $20,000, the safely of our staff and
security of the business is a priority.

There continues to be strong competition for retail deposits, an area that is strong at our
branch.



Credit growth is sluggish at best and subsequently, the profitability of banks remains
under pressure. We are aware of the challenge for our branch to grow its lending
portfolio. A challenge we hope all customers and shareholders also accept.

These facts continue to place pressure on the 50/50 margin share, between ourselves
and the Bendigo and Adelaide Bank partnership. The Bank will continue to review this
remuneration model with its partners to ensure it is fair and equitable for all parties and it
is as resilient as possible to the fast changing economic environment.

As a Community Bank® branch we operate under Bendigo and Adelaide Bank's
banking licence and as such all deposits are guaranteed by the Federal Government,
and supported by capital supplied by the Bank.

The combination of a healthy, profitable bank and strong prudential regulation is the best
guarantee customers have that their money is safe in our Merbein Community Bank®
Branch.,

We directors look forward to ancther successful year.

Thank you,

Marianne Glover



Branch Manager’s Report
For year ending 30 June 2013

Il 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, 2013.

It has been 12 months 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 nine 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 June 30, 2013, include:

= Total business held at the branch in excess of $60.3 million, an increase in the last 12 months of $4.5
million;

» More than 4,100 accounts and nearly 2,000 account holders;

- $274,816 donated or pledged back to the community through various sponsorships, grants and
donaticns to this date; and

* Continuation of school banking to the district which encompasses our three schools.

Below is a table showing a breakdown of community contributions from our Marketing Development
Fund for the period 21/07/2004 to 30/06/2013:

R

2004 / 05 $0.00 $1.070.00 $2,047.50 $3,117.50
2005/ 06 $0.00 $1,899.46 $575.00 $2,474.46
2006 / 07 $0.00 $4,968.40 $1,519.95 $6,488.35
2007 /08 $135.52 $13,338.00 $1,325.00 $14,798.52
2008 / 09 $1,548.22 $7,102.00 $2,107.90 $10,758.12
2009/ 10 50.00 $35,120.25 $5,211.18 $40,331.43
2010 /11 $0.00 $41,673.73 $12,005.05 $63,678.78
2011 /12 $0.00 $57,833.72 $1,823.20 $59.656.92
2012/13 $0.00 $79,697.50 $3,540.00 $83,237.60

Totals $1,683.74 $242,703.06 $30,154.78 $274,541.58

Figures are from 21/07/2004 to 30/06/2013

The Marketing Development Fund is an additional source of income that is given
to our Company under our Franchise agreement with Bendigo & Adelaide Bank
Ltd for grants, sponsorships or donations and is unable to held as warking
capital.

Some of our sponserships to June 30, 2013, have included:

$ 6,000 Kickstart breakfast program at Merbein P-10 College

$ 5,000 Merbein Community Bank® branch Scholarship Award

$ 4,000 New community recording studio system at Merbein P-10 College

% 3,500 Cricket pitch and nets upgrade at Merbein South Cricket Club

53,170 Kitchen renovations at Merbein Football Netball Club rooms

$ 3,000 Microchip/de-sexing cat pregram with Sunraysia Animal Rehousing Group
$ 3,000 New digital display and communications syslem at Chaffey Aged Cara

$ 2,950 New pump and water tank at the Merbein Cemetery Trust

$ 2,000 New marquees for Sunraysia Farmers Market



It is also pleasing to advise that Merbein & District Community Bank® Branch is continuing with its
scholarships and awards program for local school children: ‘

$ 10,000.00 2 x $5,000 university scholarships for students with a 3505 poesicode

$ 1,000.00 4 x $250 school scholarships with Merbein P-10 College

$ 1,000.00 1 x $500 and 2 x $250 school scholarships with Mildura Senior College

$  300.00 3 x $100 bursaries to our local primary schoaol students

$ 100.00 2 x $50 Community Involvement Awards with junior section of Merbein P-10 College

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

We need your maximum support and the support of others to enable us to continue to expand our
sponsorship program to the Merbein community, and ensure a valued return to our shareholders. If you
haven't already considered banking with us or know of someone who could bensfit, | 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. 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.

| would like to thank my current staff members Lauren, Tanya, Sam, Priscilla and Daniella 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 the Bendigo way.

| would also like to thank our retiring staff member Debra Hally, who left us in June, for the tremendous
amoun! of wark she did for our branch as well as her unwavering dedication to the branch.. We wish her
and her husband Brian all the best in retirement.

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

Raob Libchard
Branch Manager



Bendigo and Adelaide Bank report

For year ending 30 June 2013

This year has marked two very significant milestones for our Community Bank® network, celebrating its
15th anniversary of operation while also reaching $100 million in community contributions. Both achievements
could not have been accomplished without your ongoing support as shareholders and customers.

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

The Community Bank® nctwork has returned more than $20 million in contributions to local communities in this
financial year alone. Our branches have been able to fund health services, sports programs, aged care Tacilities,
education initiatives, community events and much more.

These contributions have come at a time of continued economic uncertainty, and shows the high level of support
the Community Bank® model has in the communities in which it operates.

While our established branches grow their business at a healthy rate, demand for the model in other communities
continues 1o be strong. There are currently another 40 Community Bank® sites in development, and 15 new
Isranches are expected to open in the next 12 months.

At the end of the financial year 2012/12 the Community Bank® network had achieved the following:
+  Returns to commuunity — $102 million

Community Bank® branches - 298

Community Bank® branch staff - more than 1,460

Community Bank® company Directors —- 1,925

Banking business — $24.46 billion

Customers — 640,159

Shareholcers - 72,062

Dividends paid to shareholders since inception — $30.88 million.

Almost 200 communities have now partnered with Bendigo and Adelaide Bank, to not only enhance banking
services, bt more importantly take the profits their banking business generates and reinvest it in local groups
and projects that will ultimately strengthen their community. This $100 million goes to new community facilities,
improved services, mare opportunities for community engagement activities and generally speaking, a more
prosperous society.

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

In Bendigo and Adelaide Bank, your Community Bank® company has a committed and strong pariner and gver the
last financial year our company has continued its solid performance.



Bendigo and Adelaide Bank report (continued)

Bendigo and Adelaide Bank remains one of the few banks globally to be awarded an upgraded credit rating since
the onset of the Global Financial Crisis. Our Bank continues to be rated at least “A-" by Standard & Poor's, Moody's
and Fitch in recognition of its strong performance in the face of what continues to be a challenging economic
enviranment.

While continued ratings affirmation is a welcome boost for the Bank and its partners, trading conditions are still
difficult, with consumer confidence and demand for craclit remaining low, and competition remaining very strong for
retail deposits.

Not surprisingly, these factors continue to place pressure on the 50/50 margin share agreement between the
Bank and our Community Bank® partners. As a result some Community Bank® companies are receiving much
more than 50 per cent of revenue eamned.

In April, the Bank took a further step to restore this balance, ensuring that the Community Bank® model produced
a more appropriate balance of return for all stakeholders within this partnership model. The Bank wilt continue 1o
review this remuneration model to ensure it is fair and equitable for all parties and is as resilient as pessible to
the fast changing economic environment.

It continues to he Bendigo and Adelaide Bank's vision to be Australia's leading customer-connected banic. 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 partner for sustainable long-term outcomes and aim to be relevant, connected and valued.

This is what drives each and every one of our pecple and we invite you as Community Bank® shareholders to
support us as we work with your community 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.

With the community’s support, there really is no limit to what can be achieved under the Community Bank® model,
and | iook forward to seeing what the next 15 years will bring.

1 thank you for your important support of your local Community Bank® branch.

Robart Musgrove
Executive Community Engagement



Merbein District

Community Financial Services Limited

Financial Statements

as at

30 June 2013



Merbein District Community Financial Services Limited
ABN 68 108 297 845
Directors' Report

Your direclors submit the financial statements of the company for the financial year ended 30 June 2013,

Directors

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

Martanne Dawn Glover

Chairman

Hairdresser

Experience and Experlise: Qualified Halrdresser for
over 40 years, Chairperson of Merbein Uniting Church,
Vice President of Merbein Development Association
inc, Committee Meamber of Merbain Great Vanilla Slice
Triumph.

Interesls in shares: 1

Kathleen Anne Middleton

Treasurer

Administration

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

Interest in shares: Nit

Rebecca Cilaire Wells

Director

Marketing

Experience and Expertise: Bachelor of Arg, Masters
media production  (Hons), Merbein Cenienary
Cammitiee

interest in shares: 1

Paul Matthew Mulder

Dirsctor

Team Leader at MADEGC

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

Interest in shares: Nl

Nadine Carol Rudd

Direclor {Resfgned 21 August 2012)

Small Business Co-ordinator

Experience and Experlise: Employed by Sunraysia
Rural Counselling Service. Has been involved in tha
Citrus & Horlleultural industries for the last 15 years.
Intarest in shares: Nil

Jeanette Ellen Worthington

Secratary

Adminisiration

Experience and Expertise: Adminsiration/Project Officer with
Mallee Sporls Assempbly. Pariner in family Electrical
Contracting business. Haeve been associaled with the
administration of Comrnunity and Spoding clubs across
Sunraysia.

Inierasts in shares: 5,001

Stephen Joszef Lorincz

Director

Business Owner

Experience and Expertise: Involved in management of large
companies and running small business, Past President of
many sporting clubs, Chairman of Footbali Federation
Vicloria, Chairman and Committes member of several
community groups. Currently a director of She'lll B Right
Hotels Pty Ltd.

Interests in shares: 1

Raywin Mary Jamieson

Director

Hairdresser

Experience and Experlise: Business owner for 36 years, 25
years involvement with Girl Guides. Chairperson of Mildura
City Hearl Market management team, Siate Council
Member, President Merbein Davelopment Association Ing,
Regional Manager Loddon Mallee,

Interest in shares: 1

David Kim Swee Lim

Director

CPA

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

Interest in shares: Nil

Barry Lyle Smith

Director (Resigned 17 July 2012)

Horticulturist

Experience and Expertise: 13 years banking experience,
past chair of Fruits Group V.F.F, Managing direcior of Enviro.
Care Horticulturai Producers Piy Ltd

Interests in shares:! 5,001

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

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

" Company Secretary

The Company Secretary is Jeanette Ellen Worthington. Jaanette was appointed as secretary 10 March 2004. She has prior

experience as a secretary with numerous not-for-profit organisations,

Principal Activities

The principal acfivities of the company during the course of {he financial year ware in facilitaling Community Bank® services under

managament rights to operate a franchised branch of Bendigo and Adelzide Bank Limited.

There have been no significant changes In the nature of these activities during the year,



Merbein District Community Financlal Services Limnitad
ABN &8 108 297 945
Directors’ Report

Operating Results

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

Year snded Year ended
30 June 2013 30 June 2012
§ i
(19,087) 20,540

Remuneration Report

(a) Ramunaration 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 responsible for the determination of remuneration packages and policies applicable to the Branch Manager and all the
staff. The Branch Manager is invited to the Beard meetings as requirad ¢ discuss performance and remuneralion packages.

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

There are no executivas who are diractly accountable and responsible for the strategic direction and operational management of the
entily. This is wholly a board role.

There are tharefore no Specified Executives.
Dividends ‘Year Ended 30 June 2013
Cents 5
Dividends paid in the year:
- Dividends paid in the yaar 3 16,271
Bignificant 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 Subsaquent to the End of the Financial Year

There ara no matters or circumstiances that have arlsen 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 fulure years.

Likely Developments

Tha company will continug its policy of facifitating banking services fo the community.

Environmental Regulation

The company is not subjact to any significant environmental regulation.

Directors’ Bonefits

No diractor has received or become entitied te receive, during or since the financial year, a beneiit because of a contract made by the
company, controlied entity or related body corporate with a director, a firm which a director is @ member or an enlily in which a director
has a substantial financial interest excapt 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 direclors shown In the company's aceounts, or the
fixed salary of a full-ime employee of the company, controlled entity or related body corporate.



Mierbain District Community Financial Services Limited
ABN 68108 237 845
Diractors’ Report

Indemnification and Insurance of Directors' and Officers

The company has indemnified all directors’ and the manager In respect of liabillies to other persons (other than the company or
related body corporate) that may arise from their position as directors or managar of the company except where the liability arises out
of conduct invalving the lack of good falth.

Disclosure of the nature of the liability and the amount of the premium is prohibited by the confideniiality 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 vear were:

Board Mestings Marketing & Business
Attended Devalopment Human Resources
Attended Attended

Eligible | Aftended | Eligible Attended | Eligible | Aftended
Marianne Dawn Glover 11 11 7 7 - -
Jeanette Elien Worthington 11 11 7 7 2 1
Kathleen Anne Middleton 11 9 - - - -
Stephen Joszef Lorncz 11 10 2 2 - -
Rebscea Claire Wells 11 6 2 2 - -
Raywin Mary Jamieson 11 10 8 6 - -
Paul Matthew Mulder 11 ¢ 5 B 2 2
Deavid Kim Swae Lim 11 4 - - 2 1
Nadine Carol Rudd (Resigned 21 August 2012) 1 - - - - -
Barry Lyle Smith (Resigned 17 July 2012) 1 1 - - - -

MNon Audit Services

Tha company may daecide to employ the auditor on assignments additional ic their statutory duties whars the auditor's expartize and
experience with the company are important. Detalls of the amounis paid or payable to the audiior (Andrew Frewin & Stewart) for audit
and non audit services provided during ths year are set out in the notas to the accounts.

Tha beard of diraciors has considered the position, in accordance with the advice received from the audit committes and Is satisfied
that the provision of the non-audit services is compatible with the general standard of independence for auditors imposad by the
Corporations Act 2001,

The direclors are satisfied that the provision of non-audit services by the auditor, as sst out in the notes did not compromise tha
auditor indapendsnce requiremants of the Corporations Act 2001 for the following reasons:

» all non-audit services havs been reviewsd by the audit commities o ensure they do not impact an the impartiality and objectivity of
the augitor;

» nong of the services undermine the general principles relating fo audilor Independence as set out in APES 110 Cede of Ethics for
Frofessional Accountants, including reviewing cr auditing the auditor's own work, acting In a management or a decision-mzking
capacity for the comipany, acling as advacate for the company or jointly sharing economic risk and rewards,

Auditors’ Independence Declaration

A copy of ihe auditorg' Independence declaration as requirad under section 307C of the Corporations Act 2001 is set out on page 4.

Signed in accardance with a resalution of the board of directors at Merbein, Vicioria on 24 September 2013,

&&’ﬁm% »

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 Merbein District Community Financial Services Limited

I declare, that to the best of my knowledge and belief, in relation to the audit for the financial year ended
30 June 2013 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.

l

Lu

David Huichings
Andrew Frewin Stewart
61 Bull Street, Bendigo Vic 3550

Dated:24 September 2013

Liahltity limited by 2 scheme approved under Professional Standards Legisiztion. AbN: 51061795237,

P: (03) 5443 8344 F: {03} 5443 5304 61-65 Bull 5t./P0 Box 454 Bendige Vic. 3552 afs@afsbendigo.comay www.afshendigo.com.au




Merhein District Community Financial Services Limited
ABN 68 108 297 945
Statement of Comprehansive Income
for the Year Ended 30 June 2013

2013 2012

Notes ] $
Revenues from ordinary activities 4 572,462 587,400
Employee benefits expense {330,738) ({330,540)
Charltable donations, sponsorship, advertising and promotion (112,721 {80,601)
Occupancy and associated costs {37,384) {35,772)
Systems costs {17.803) (20,673)
Depreciation and amortisation expense 5 {21,675) (20,738)
Finance costs 5 {3,480) (3,738)
General administration expenses (75,928) (77.627)
Profit/(loss) before income tax credit (27,267) 17,811
Income tax credit 6 8,180 2,729
Profit/(loss) after income tax credit (19,087) 20,540
Total comprehensive income for the year (19,087) 20,540
Earnings per share (cents per share) c [s]
- basic for profit for the year Z3 {3.52) 3.79

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

ASSETS
Current Assets

Cash and cash equivalents
Trade and ather receivables

Total Current Assets
Non-Current Assets
Property, plant and equipmenit
Intangible assets

Deferred tax assets

Total Non-Current Assets
Total Assets

LIABILITIES

Current Liabilities

Trade and other payables
Borrowings

Provisions

Total Current Liahilities

Non-Current Liahilities

Provisiocns
Borrowings

Total Non-Current Liabilities
Total Liabilities

Net Assets

Equity

Issued capital
Accumulated losses

Total Equity

The accompanying nofes form part of these financlal statements

ABN 68 108 297 945
Balance Sheat
as at 30 June 2013

6

Notes

o~

10
11

12
13
14

14
13

15
16

2013 2012
$ $
1,039 209
32,115 39,332
33,154 39,541
85,144 83,055
13,455 26,908
137,166 128,986
235,765 238,949
268,919 278,490
21,452 35,143
52,015 9,483
30,405 24,630
103,872 69,256
601 2,876
16,529 23,083
17.130 25959
121,002 95,215
147,917 183,275
490,006 490,005
(342,088) (308,730)
147,917 183,275




Merbein District Community Financial Services Limited
ABN 68 108 297 945
Staternent of Changes in Equity
for the Year Ended 30 June 2013

Issued Atcumulated Total
Capital Losses Equity
$ 3 3
Bafance at 1 July 2011 430,005 {316,422) 173,883
Total comprehensive income for the vear - 20,540 20,540

Transactions with owners in their capacity as owners:
Shares issued during period - - .

Costs of issuing shares - - -

Dividends provided for or paid - (10,848) {10,848)
Balance at 30 June 2012 480,005 {306,730) 183,275
Balance at 1 July 2012 480,005 {3086,730) 183,275
Total comprehensive income for the year - (19,087} {19,087)

Transactions with owners in their capacity as owners:
Shares issued during period - - -
Costs of issuing shares - - -

Dividends provided for or paid - {16,271) (16.271)

Balance at 30 June 2013 490,005 {342,088) 147 917

The accompanying noles form part of these financial siatemenis
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Merbein District Community Financial Services Limited
ABN 68 108 297 945
Statement of Cashfiows
for the Year Ended 30 June 2013

2013 2012
Notes $ $

Cash Flows From Operating Activities
Receipts from customers 633,951 637,451
Payments to suppliers and employses {639,038) {598,979)
Interest paid {3,480) (3,738)
Net cash provided by/(used in} operating activities 17 (8,567) 34,734
Cash Flows From Investing Activities
Payments for property, plant and equipment {10,311) (30,182)
Net cash used in investing activities {10,311} (30,182)
Cash Flows From Financing Activities
Repayment of borrowings {5,946) -
Proceeds from borrowings - 29,200
Dividends paid (16,271} {10,848)
Net cash provided by/(used in) financing activities {22,217) 18,352
Net increasef/(decrease) in cash held {41,095) 22904
Cash and cash equivalents at the heginning of the financial year {3,156) {26,060)
Cash and cash equivalents at the end of the financial year 7(a) (44.251) (3,156}

The accompanying nates form part of these financial slatements
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Merbein District Community Financlal Services Limlied
ABN 68 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

Note 1. Summary of Significant Accounting Policies

a) Basls of Preparation

These general purpose financial staterments 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-

prafit entity for the purpose of areparing the financial statements.

Compliance with IFRS

These financial stalements and notes comply with International Financial Repotting Standards (IFRS) as issued by the
[nlernational Accounting Standards Board (IASB),

Critical accounting estimates

The preparalion of the financial statements requires the use of certain crilical accounting estimates. it also requires
management {o exercise its judgement in the process of applying the company's accounting policies. These areas involving
a higher degree of judgement or complexities, or areas where assumptions and estimaies are significant o the financial
statements are disclosed in note 3.

Hislorical cost sonvention

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

Comparative figures

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

Adoption of new and revised Accounting Standards

None of the new siandards and amendments to standards that are mandatory for the first lime for the financial year
beginning 1 July 2012 affected any of the amounts recognised in the current periad or any prior period and are not likely to
affect future periods. Amendments made to AASB 101 Presentalion of Financial Stalements effective 1 July 2012 now
require the statement of comprehensive income to show the items of comprehensive income grouped inlo those that are not
permitled lo be reclassified to profit or loss in a future period and those that may have to be reclassified if cerlain conditians
are met. This amendment has not affected the presentalion of the statement of comprehensive incoma of the company in
the current period and is not likely 1o affect future periods,

The campany has nol slecled to apply any prorouncements befora their mandatory operafive date in the annual reporting
period beginning 1 July 2012.

Economic dependency - Bendigo and Adelaide Bank Limited

The company has entered inlo a [ranchise agreement with Bendigo and Adelaide Bank Limited lhal governs 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® branch are effectively conducted between the customers and Bendigo and Adelaide Bank Limitad.

All deposits are mads with Bendigo and Adelaide Bank Limited, and all personal and investmenl products are products of
Bendigo and Adelaide Bank Limited, with the company facilitaiing the provision of those products. All loans, lsases or hire
purchase transaclions, issues of new credit or debit cards, temporary or bridging finance and any other transaction that
involves creating a new debl, 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. Al credit transactions are made with Bendigo and
Adelaide Bank Limited, and all credit producls are products of Bendigo and Adelaide Bank Limited.



Merbein District Community Financial Services Limited
ABN 6B 10B 297 945
Notes to the Financlal Statements
for the Year Ended 30 June 2013

Note 1.  Summary of Significant Accounting Policies {continued)

a} Basis of Preparation {confinued}

Economic dependency - Bendigo and Adelaide Bank Limiled {continued)

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

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

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

« sgcurity and cash logistic controls;

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

» tha formulation and implementation of advertising and promotional programs; and

* sales tachniques and proper customer relations.

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

b) Revenue

Revenue s racognised when the amount of revenue can he reliably measursd, it is probable thal fulure economic benafit
will flow {o the company and any specific criteria have been met. Interest and fee revenue is recognlsed when earned. Tha
gain or loss on disposal of property, plant and equipment is recognised on a net basis and is classified as income rather
than revenue. All revenue is stated net of the amount of Goods and Services Tax (GST).

Revenue calculation

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

The second source of revenue is commission paid by Bendigo and Adelaide Bank Limited on the other products and
services provided through the company (i.e. ‘commission business'). The commission is currently payable on various
specified products and services, including insurance, financial planning, commen fund, Sandhurst Select, superannuation,
commercial loan referrals, products referred by Rural Bank, leasing referrals, fixed loans and ceriain tarm deposits (>80
days). The amount of commission payable can be varied in accordance with the Franchise Agreement (which, in some
cases, permits commissions to be varied at the discretion of Bendige and Adelaide Bank Limited). This discretion has been
exercised on several occasions previously. For example in February 2011 and February 2013 Bendigo and Adelaide Bank
Limited reduced commissions on two core banking producls to ensure a more even distribution of income betwaen Bendigo
and Adelaide Bank Limited and ils Community Bank® partners. The revenue share model Is subject to regular review to
ansure thai the interests of Bendigo and Adelaide Bank Limited and Community Bank® companies remain balanced.

The third source of revenue is a proportion of the fees and charges (ie, what are commonly referred 1o as ‘bank fees and
charges') charged to customers. This proportion, detarmined by Bendigo and Adelaide Bank Limited, may vary between
products and services and may be amended by Bendigo and Adelaide Bank Limited from time to tima.

¢) Income Tax

Current tax

Current tax is calculated by reference to the amount of income {axes payable or recoverable In respect of the taxable praofit
or loss for the period. It is calculated using tax rates and tax laws that have been enactad or substanlively enacted by

reporiing date. Current lax for cusrent and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or
refundable).



Merbein Disfrict Community Financial Services Limited
ABN 6B 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

Note 1.  Summary of Significant Accounting Policies {continued)
c) Income Tax (sontinued)

Deferred tax

Delerred tax is accounted for using the balance sheet liability method on lemporary differences arising from differances
between the carrying amount of assets and liabilitties in the financial stalemenls and the corresponding tax base of those
items.

In principle, deferred tax liablities are recognised for all taxable temporary differences. Deferred {ax assets are recognised
to the extent that it is probable that sufficient taxable amounts will be available against which deduclible temporary
differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets and labilities are not
recognised if the temporary differences giving rise to them arise from the inltial recognition of assels and liabilities (other
than as a result of a business combination) which affects neither taxable income nor aceounling profii. Furthermore, a
deferrad tax llability Is not recognised in relation to taxable temporary differences arising from goodwill,

Deferred tax assets and liabllities are measured at the {ax rates that are expected to apply to the period{s) when the asset
and liability giving rise to them are realised or settled, based on tax rates {and tax laws) that have been enacted or
substantively enacted by reporting date. The measurement of deflerred tax liabilifies reflects the tax consequences that
wollld follow from the manner in which the consolidated entily expects, at the reporting date, i recover or seftle the carrying
amount of its assets and liabilities.

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

Current and deferred tax for the period

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

d) Employae Entitlements

Provision is rmade for the company's liability for employee benefits arlsing from services randered by employees to balance
date, Employee benefils that are expected to be settled within one year have been measured at the amounts expecled to be
paid whan the liability is settled, plus related on-costs. Employee benefits payabie later than one year have baen measured
at the present value of the estimaled future cash outflows to be made for those benefits.

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

e} Cash and Cash Equivalents

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

f) Trade Receivables and Payables

Receivables are cartiad at their amounts due. The collectability of debts is assessed al balance date and specific provision
is made for any doubtful accounts. Liabilities for trade creditors and other amounts are carried at cost that Is the falr value of
the consideration to be paid in the future for goods and services received, whether ar 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 diractly atiributable to the acquisition of the item. In the event
thal setilement of all or part of the purchase consideration is deferred, cost is determined by discounting the amounts
payable in the future to their present value as at the date of acquisition.

(b



Merbein District Community Financial Services Limited
ABN 68 108 297 945
Notes {o the Financial Statements
for the Year Ended 30 June 2013

Note 1. Summary of Significant Accounting Policies (continued)
g) Property, Plant and Equipment (continued)

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

The fullowing estimated useful lives are used in the calculalion of depreciation:

- leasehold improvements 40 years
- plant and equipmeni 25-40 years
- furpiture and fittings 4-40) years

h} Intangibles

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

The renewal procaessing fee paid to Bendigo and Adelaide Bank Limited whien renewing the franchise agreement has also
been recorded at cost and Is amortised on a straight fine basis over the life of the franchise agreement.

i) Payment Terms

Receivables and payables are non interest bearing and generally have payment ferms of between 30 and 80 days.
j} Borrowings

All loans are initially measurad at the principal amount. Interest s recognised as an expense as il acorues.

k) Financial Instruments

Recognition and initial measurament

Finaneial instruments, incorporating financial assets and financial liabilities, are recognised when the entity becomes a party
1o the contractual provisions of the instrumant.

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

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

Classification and subseguent measuramant

{0 Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not

guoted in an active market and are subsequently measured at amortised cost using the effective interest rale
method,

1)} Held-to-maturity investments
Held-to-maturity investments are non-derivalive financial assets thal have fixed maturities and fixed or
delerminable paymenis, and it is the entily’s inlention to hold these invesiments to maturity. They are
subsequently measured at amortised cost using the effactive interast rate method.

{fi)  Financial liabilities
Non-derivative financial fiabillties (excluding financial guaraniees) are subsequently measured at amartisad cost
using the effective interest rate method.
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Merbein District Communlty Financial Services Limited
ABN 68 108 297 945
Notes ta the Financial Statemants
for the Year Ended 30 June 2013

Note 1. Summary of Signlficant Accounting Policies (continued)
k} Financial Instruments (continued)
Impairment

At gach reporting dale, the entity assesses whether there is objective evidence that a financial instrument has been
impaired. Impairment losses are recognised in the statement of comprehensive income.

|} Leases

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

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

m) Provisions
Provisions are recognised when the economic entity has a lagal, equitable or constructive obligation to maka a future
sacrifice of economic benefits to other entities as a result of past transactions of other past events, it is probable that a

future sacrifice of economic berefits will be required and a reliable estimate can he made of the amount of the obligation.

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

n) Contributed Equity

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

o) Earnings Per Share

Basic earnings per share is caleulaled by dividing the profit atiributable io aguity haldars of the company, excluding any
costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during
the financial year, adjusted for bonus elements in ordinary shares issued during the year,

n) Goods and Services Tax

Revenues, expanses and assels are recognised net of the amount of Goods and Services Tax (GST), except where the
amount of GST incurred is not recoverable from the taxation authority, In these circumstances, the GST is recognised as
part of the cost of acquisition of the asset or as part of the expense.

Receivables and payebles are stated with the amouni of GST included. The net amount of GST recoverable from, or
payabls to, the taxation authorily is included as parl of receivables or payables in the balance sheet, Cash flows are

included in the statement of cash flows on a gross bass,

The GST compenents of cash flows arising from investing and financing aclivities which are recoverable from, or payable
to, the taxation authorily are classifiad as operating cash flows.
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Merbein District Community Financial Services Limited
ABN 68 108 297 945
Notas to the Financial Statements
for the Year Ended 30 June 2043

Note 2, Financial Risk Management

The company's activities expose it to a limited variety of financial risks: market risk (including currency risk, fair value
interest risk and price risk), oredit risk, liquidity risk and cash flow inleresl rate risk. The company's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential advarse effects on the financial
performance of the antity. The entity does not use derivative instrumeants,

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

(i) Markel risk

The company has no exposure to any transactions denominatad in a currency other than Australian dofiars.
(i) Price risk

The company is nol exposed lo equily securilies price risk as it does not hold investments for sale or at fair value. The
company is not exposed to commodity price risk.

(i) Credit risk

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

(iv} Liquidity risk

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

{v} Cash flow and fair value interest rate risk

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

(vi) Capital management

The board's policy is to maintain a strong capital base so as to sustain future development of the company. The board of
directors monitor the return on capilal and the level of dividends to sharehoiders. Capital is represented by total equity as
recorded in the balance sheet.

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

(iy  the distrbution limit is the greater of:
(a) 20% of the profit or funds of the franchisee otherwise available for distribution to shareholders in that 12 month
period; and
(b) subject to the availability of distributable profits, the relevant rate of return multiplied by the average level of share
capital of the franchisee over that 12 month period; and
i) the relevant rate of return is equal to the weighted average interest rate on 90 day bank bills over that 12 month
peried plus 5%.

The board is managing the growth of the business in ling with this requirement. There ara no other externally imposed
capital requirements, although the nature of the company Is such that amounts will be paid in the form of charitable
donations and sponscrship. Charitable denations and sponsorship paid for the year ended 30 June 2013 can be seen in the
slalement of comprehensive income.

There were ne chianges in the company's approach to capital management during the year,



Merbein District Community Financial Servicesg Limited
ABN 68 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

Note 3. Critical Accounting Estimates and Judgements

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

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

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

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

Taxation

Judgement is required in assessing whether deferred tax assets and certain tax liabilities are recognised on the balance
shest, Defarred {ax assets, including those arising from un-recouped tax losses, capilal losses and temporary differences,
are recognised anfy where it is considered more likely than not that they will be recovered, which is dependent on the
generation of sufficient futura taxabla profits,

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

These judgements and assumptions are subject fo risk and uncerlainty, hence thare is @ possibllity that changes in
circumstances will alter expectations, which may impact the amount of deferred tax asseis and deferred tax liabilities
recognised on the balance shaet and the amount of other tax lesses and temporary differences not yet recognised. In such
circumstances, some or all of the carrying amount of recognised deferred tax assets and liabilities may require adjustment,
resulting in correspending credit or charge to the staterment of comprehensive income.

Eslimation of useful lives of assels

The estimation of tha useful lives of asseis has bsen based on hisiorical experience and the condition of the asset is
assessed at least once per year and consldered against the remaining useful life. Adjusiments o useful lives are made
when considered necessary.

Goodwill

Goodwill reprasents the excess of the cost of an acquisition over the fair value of the company's share of the net identifiabte
assets of the acquired branch/agency at the dale of acquisition. Goodwill on acquisition is included in intangible assets,
Goodwill is not amortised. Instead, goodwill is tested for impairment annually, or more frequently if events or changes in

circumnstances indicate that it might be impairad, and Is carried at cost less accumulated impairment Iosses,

The calculations require the Use of assumptions.
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Merbein District Community Financlal Services Limited
ABN 68 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

Note 3.  Critical Acecounting Estimates and Judgaments {continued)
Impairment of assets

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

Roeocoverable amount is the higher of fair value less cosls to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assaessments of the lime value of money and the risks specific to the asset for which the estimates of future cash flows have
not been adjusted.

I the recoverable amount of an asset {or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to Its recoverable amount. An Impairment loss is recognised in profit
or loss immediately, unless the relevant asset is carried at fair value, in which case the impairment loss is lrealed as a
revaluation decrease.

Where an impairment loss subsequently revarses, the carrying amounl of the asset (cash-generating unit) is increased lo
the revised estimate of ils recoverable amount, but only to the extent that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impaimment loss been recognised for the asset (cash-
generaling unit) in prior years. A reversal of an impairment loss is recognised in profit or loss Immediately, unless the
relevanl asset is carried at fair value, in which case the reversal of the impairment loss is ireated as a revaluation increase.

2013 2012
Note 4, Revenue from Ordinary Activities ] 5
Operating activities:
- sarvices commissions 556,529 585,798
- other revenue 15,933 1,602
Total revenue from operating activities 572,462 587,400
Non-operating activities:
- interest received - -
Total revenue from non-operating activities - -
Total revenuss from ordinary aclivities 572,462 587,400
Nofe 5. Expenses
Depreciation of non-current assets:
- plant and equipment 3,378 2,822
- teasahold improvemenls 2,059 2,131
- motor vehicle 2,785 2,332
Amortisation of non-current assels:
- franchise agreement 2,242 2,242
- franchise renewal fee 11,21 11,211

21,675 20,738

Finance costs:
- interest paid 3,480 3,738
Bad debts 529 194
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Merbein District Community Financial Services Limited
ABN 68 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

Mote 6. Income Tax Expense

The componenis ol tax expense comprise:

- Movernerd in deferred tax

- Recoup of prior year tax loss

- Future income tax benefit atlribulable o losses
- Adjustments to tax expense of prior periods

The prima facie tax on profitf{loss) from ardinary adtivities before income tax is recongiied to
the income lax expense as follows:

Operating profit/(loss)

Prima facie tax on profitf(loss) from ordinary activities at 30%

Add \ax effect of:

- non-deductible expenses

- liming difference expenses
- other deductible expanses

Mavement in deferred tax 11
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 al the end of the financial year as shown In the
statement of cashflows as follows:

Note 7.(a} Reconciliation of cash

Cash at bank and on hand
Bank overdraft 13

Note 8. Trade and Other Receivablaes

Trade receivables
Prepaymenis

2013 2012
3 b3
(2,318) 137

- 5,207
(5,862) .

i (8.073)
{8,180) (2,729)

(27,267) 17,811

(8,180) 5,344
2,318 (137)
(5,862) 5,207
(2,318) 137
- (8,073)
(8,180} (2,729)
1,038 209
1,039 209
(45,280) (3,365)
(44,251 (3,156)
30,614 33,605
1,501 5,727
32,115 30,332




Merbein District Community Financial Services Limited
ABN BB 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

2013 2012
Note 9. Property, Plant and Equipment ] g
Plant and equipment
At cost 49,320 44,583
Less accumnulated depreciation {32,542) (29,188)
16,778 15,417
Leasehold improvements
At cost 69,081 63,508
Less accumulated depreciation (25,779 (23,720)
43,302 35,788
Motor vehicle
At cost 30,181 30,182
Less accumulated depreciation (5.117) (2,332)
25,064 27,850
Total written down amount 85,144 83,055
Movements in carrying amounts:
Plant and eguipment
Carrying amount at beginning 15,417 18,238
Additions 4,737 -
Dispesals - -
Less: depreciation expense (3,378) (2,822)
Carrying amount at end 16,778 15,417
Leasehold improvements
Carrying amount at beginning 39,788 41,919
Additions 5573 -
Disposals - -
Less: depreciation expense (2,089) (2,131)
Carrying amount at end 43,302 38,788
Motor vehicle
Carrying amount at beginning 27,850 -
Additions ap,182
Disposals - -
Less: depreciation expense (2,788) (2,332)
Carrying amount at end 25,064 27,850
Tolal written down amount 85,144 83,055
Note 10. Intangible Assets
Franchise fee
Af cost 71,211 71,211
Less: accumulated amortisation {68,968) (66,726)
2,243 4,485
Renewal processing feg
Al cost 56,057 96,057
Less: accumulated amortisation (44,845) (33,634)
11,212 22,423
Tolal written down amount 12,455 26,908
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Note 11. Tax 2013 2012
g $
Deferred tax assets
- accruals 257 257
- employee provisions 9,302 8,252
- tax losses carried forward 128,057 122,195
137,616 130,704
Deferred tax liability
- deductible prepayments 450 1,718
450 1,718
Net defarred tax asset 137,166 128,986
Movement in deferred tax charged to statement of comprehensive income (8,180} {2,729)
MNota 12. Trade and Qther Payables
Trade creditors 19,002 32,042
Other creditors and aceruals 2,450 2,200
__ 21457 56143
Note 13. Borrowings
Currant:
Bank overdrafts 7 45,290 3,365
Credit card 171 5
Lease liability 18 6,554 6,113
52.015 2,483
Non-Current;
Lease liability 18 16,529 23,083
16,528 23083
As at balance date the above bank overdraft facility had an overdrafl limit of $100,000 and is
charged interest at the Bendigo and Adelaide Bank Limited's Business Solutions Non-
Residential Secured Interest Rate {currently 5.10% varying from time to time). The ovardrafl
secured by a fixed and floating charve over the company's assets
Nota 14, Provisions
Current:
Provision for annual leave 16,331 12,423
Provision for long service leave 14,074 12,207
30,405 24,630
Nan-Current:
Provision for {ong service leave 601 2.876




Merbein District Community Financial Services Limited
ABN 68 108 297 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

: 2013 2012
Note 15. Contributed Equity k] )
542,111 Ordinary shares fully paid of $1 sach (2012: 542,111) 542,411 542 411
Less: equity raising expenses (52,408} (52,406)
490,005 440,005

Rights atfached to shares
(a) Voling rights
Subject to some limited exceptions, sach member has the right to vote at a general meeting.

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

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

(b)  Dividends

Generally, dividends are payable to members in propertien to the amount of the share capital paid up on the
shares held by them, subject lo any special righls and restrictions for the time being attaching to shares. The
franchise agresment with Bendigo and Adelaide Bank Limited contains a limit on the level of prefits or funds that
may be distributed fo shareholders. There is also a restriction on the payment of dividends to ceriain
sharehaldars Il 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 registera
transfer of shares.

Sublect to the loregoing, sharehalders may transfer shares by a proper transfer effected in accordance with the
company's conslitulion and the Corporations Act,

Prohibited sharehalding interest

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

In summary, a psrson has a prohibited shareholding interest if any of the following appliss:

. They control or own 10% or more of the shares in the company (the "10% limit").

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

Where a person has a prohibited shareholding interest, ithe voting and dividend rights allaching to the shares in which the
person {and his or her associales) 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 ar
beneficial interest in any shares in the company or any voling power in the company, for the purpose of determining
whather a person has a prohibited shareholding interest. if the board becomes awara that a member has a prohibited
shareholding interest, it must serve a notice requiring the member {or the member's assodiate) {o dispose of the number of
shares the board considers necessary to remedy the breach. If a person fails to comply wilh such a notice within a specified
period {that must be belween three and six months), tha board is authorised to sell the specified shares on behalf of that
person. The holder will be entilled 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 constitulion, members acknowladge and recognise that the exercise of the powers given to the board may cause
considerable disadvantage 1o individual members, but that such a result may be necessary to enforce the prohibition.



Merbein District Community Financial Services Limited
ABN 68 108 297 945
Notes to the Financial Statements |
for the Year Ended 30 June 2013

2013 2012
Note 16. Accumuiated Losses s 5
Balance at the beginning of the financial year (306,730) {316,422)
Net profit/(loss} from ordinary activities afler income tax (19,087} 20,540
Dividends paid or provided for (16,271) {10,848)
Balance at the end of the financial year (342,088) (306,730)
Note 17. Statement of Cashflows
Recondiliation of profit/({loss) from ordinary activities after tax lo nel cash provided by operaling
activitias
Profit/(loss) from ordinary aclivities after income tax (19,087) 20,540
Nor cash ilems:
- depreciation 8,222 7,285
- amonrtisation 13,453 13,453
Changes In assets and liabilities:
- (increase)/decrease in receivables 7.217 {10,195)
- (increase)/decraase in other assets (8,180) (2,729)
- increase/(decrease) in payables {13,682) 4,440
- increase in provisions 3,500 1,840
Net cashflows provided by operating activities (8,567) 34,734
Note 18, Leases
Einance lease commilments
Payable - minimum lease payments
- not later than 12 months 7,967 7,961
- between 12 months and 5 years 17,8913 26,874
Minimum lease payments 25,874 33,835
Less future finance charges (2,791} (4,639)

Prasent value of minimum lease payments 23.083 29,196
The finance lease, which commenced in September 2011, is a five-year lease. Interest is
recognised at an average rate of 7% {2012: 7%).

Operating lease commitments
Non-cancellable operating leases contracted for but not capitalised in the financial statements
Payable - minimum lease paymaenis

- not later than 12 months 12,510 15,012
- belween 12 months and 5 years - 12,510
12,510 27,622

The rental lease agreement on the branch premises is a non-cancellable lease with a five-year
term, commencing 26 July 2009. There is &n option available for & futher five vear term, to be
exarcised prior to 26 April 2014,

Note 18. Auditor's Remuneration

Amounts received or due and receivable by the
auditor of the company for:

-~ audit and review services 3,850 3,400
- share registry services 2416 2,707
- non audit services 1,682 2,386

7.848 8,493
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ABN EB 108 297 945
Notes to the Financial Staternants
for the Year Ended 30 June 2013

Note 20. Director and Related Party Disclosures

The names of direstors who have held office during the financial year are:

Marianne Dawn Glover
Jeanette Elien Worthington
Kathleen Anne Middleton
Stephen Joszef Lorincz
Rebecca Claire Wells
Raywin Mary Jamieson
Paui Matthew Mulder

David Kim Swee Lim
Nadine Carot Rudd (Resigned 21 August 2012)

Barry Lyle Smith (Resigned 17 July 2012)

Jeanstte Worthington is a Partner of Worthington Electrics who provide electrical services to the Company. During the
financial year the total benefit Worthington Elecirics received was $71.50 (2012: $168).

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

Directors' Shareholdings 2013 2012

Marianne Dawn Glover 1 1
Jeanstle Ellen Worthington 5,001 5,001
Kathleen Anne Middleion - -

Stephen Joszef Lorincz 1 1
Rebecca Claire Wells 1 1
Raywin Mary Jamieson 1 1

Pzul Matthew Mulder - -

Davld Kim Swea Lim - -
Nadine Carol Rudd (Resigned 21 August 2012)

Barry Lyle Smith {Resigned 17 July 2012} 5,001 5,001
There was na movernent in directors’ shareholdings during the yaar.
2013 2012
Note 21. Dividends Paid or Pravided 3 5
a. Dividends paid during the year
Prior year propased final
100% (2012: 100%) uniranked dividend - 3 cents (2012: 2 cents) per share 16,271 10,848

Note 22, Key Management Personnel Disclosures
No director of the company receives remuneration for services as a company director or commiltee member.

Thare are no executives within the company whose ramuneration is required io be disclosed,

22



Merbein District Community Financial Services Limited
ABN 68 108 207 945
Notes to the Financial Statements
for the Year Ended 30 June 2013

2013 2012
Note 23. Earnings Per Share g 3
(a) Profil/(loss) atiribulable Lo the ordinary equity helders of the
company used in calculating earnings per share (19,087) 20,540
Number Number
(b) Weighted average number of ordinary shares used as the
denominator In calculating basic earnings per share 542,411 542 411

Note 24, Events Dccurring After the Balance Sheet Date

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

Note 25, Contingent Liabilities

There were no contingaent liabilitles at the date of this report to affect the financial statements.

Note 26, Segment Reporting

The aconomic entity operates in the service sector where it faciliiates Community Bank® services in Merbein and
surraunding districts pursuant to a franchise agreement with Bendigo and Adelaide Bank Limited.

Note 27. Registered Office/Principal Place of Business

The registerad office and principal place of business is:

Registered Office Principal Place of Business
66 Commercial Street 66 Commercial Street
Merbein VIC 3505 . Merbein VIC 3505

23
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Merbein District Community Financial Services Limited
ABN 68 108 297 945
Directors’ Declaration

In accordance with a resolution of the directors of Merbein District Community Financial Services Limited, we state that:

In the opinion of the directors:

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

(i) giving a true and fair view of the company's financial position as at 30 June 2013 and of its performance
for the financial year ended on that date; and

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

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

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

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

Marianne Dawn Glover, Chairman

Signed on the 24th of September 2013,
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Partners in success

Chartered Accountants

Independent auditor’s report to the members of Merbein District Community
Financial Services Limited

Report on the financial report

We have audited the accompanying financial report of Merbein District Community Financial Services
Limited, which comprises the balance sheet as at 30 June 2013, statement of comprehensive income,
statement of changes in equity and cash flow statement for the year then ended, a summary of significant
accounting policies and other explanatory notes and the directors’ declaration.

Directors’ responsibility for the financial report

The directors of the company are respansible for the preparation and presentation of the financial report in
accordance with Australian Accounting Standards and the Corporations Act 2001. This responsibility
includes establishing and maintaining internal controls relevant to the preparation and presentation of the
financial report that is free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making fair accounting estimates that are reasonable in the
circumstances. In note 1, the directors also state in accordance with the Accounting Standard AASB 101
Presentation of Financial Statements that the financial statements comply with International Financial
Reporting Standards.

Auditor's responsibility

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

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

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

We performed the procedures to assess whether in all material respects the financial report presents fairly,
in accordance with the Corporations Act 2001 and Australian Accounting Standards, a true and fair view
which is consistent with our understanding of the company'’s financial position and of its performance.

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

Liatility limlled by a stheme approvel] ander Professional Standards Legistation. ARN: §7 061 795 337,

P (03)5443 0344 1 Fi {03) 54435304 61-65 Bull St./P0 Box 454 Bendigo Vic, 3552 afs@afshendigo.com.au www.afsbendigo.com.au




Independence

in conducting our audit we have complied with the independence requirements of the Corporations Act
2001. We have given to the directors of the company a written auditor’s independence declaration, a copy
of which is included in the directors’ report.

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

1)  The financial report of Merbein District Community Financial Services Limited is in accordance with
the Corporations Act 2001 including giving a true and fair view of the company’s financial position as
at 30 June 2013 and of its financial performance and its cash flows for the year then ended and
complying with Australian Accounting Standards and the Corparations Regulations 2001.

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

Report on the remuneration report

We have audited the remuneration report included in the directors’ report for the year ended 30 June
2013. The directors of the company are responsible for the preparation and presentation of the
remuneration report in accordance with section 300A of the Corporations Act 2001. Our responsibility is to
express an opinion on the remuneration report, based on our audit conducted in accordance with
Australian Auditing Standards.

Auditor’'s opinion .

In our opinion, the remuneration report of Merbein District Community Financia! Services Limited for the
year ended 30 June 2013, complies with section 3004 of the Corporations Act 2001.
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W
David Hutchi;gs

Andrew Frewin Stewart

61 Bull Street Bendigo Vic 3550

!

Dated: 24 September 2013



