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Chairman’s report

For year ending 30 June 2016

Since the opening of the Branch in April 2004, each year has presented its own set of new challenges. From the
original challenge of returning banking to our much loved village of Murrumbeena, to evolving the branch into a true
community asset, then, facing the repercussions of the 2009 Global Financial Crisis and now the low home loan and
deposit interest rate environment.

For many the low interest rate on our home loans is a bonus, which allows homeowners to really capitalise and pay
down debt. For many in the community it brings a raft of challenges which need to be acknowledged and managed.
Self-funded retirees for example are really feeling the strain of having to stretch the return on their investments. So
too do community banks need to adjust their profitability expectations in an environment where profit margins on
traditional lending products have been very much reduced.

With the Murrumbeena Board of directors, the emphasis on addressing this challenge was by careful management
of expenses rather than reducing our community investment. Careful management of the expenditure has resulted in
the company delivering on its community investment yet again whilst being able to post a 10c fully franked dividend
for the 2016 year to its shareholders without compromising on our staffing and the quality of our branches ability to
meet customer expectation.

Such is the recognition of the value of our shareholding as well as the support from our community and shareholders
that the company has seen a significant uptake of available shares over the last twelve months and there is a waiting
list of interested parties awaiting the opportunity to be part of the Murrumbeena Community Financial Services story.

In a challenging year globally it is important to reflect upon how critical local community can be to the success and
sustainability of a business such as Murrumbeena Community Bank® and how community banking feeds into,
rather than feeds from, the success of that community. Increasingly community groups and organizations are looking
to partner with our business as they see the possibilities of successfully achieving aims with an organisation that
shares their vision and aligns with their culture and values. Community banking should reflect the aspirations of the
community it serves otherwise it can never truly deliver on the Bank’s aim of being the country’s most community
connected bank.

There is no doubt that the face of banking is changing and will continue to transform but what will not change

is the need for people and organisations to have access to trusted advisors and specialists who are there when

help is required for them to achieve what is important to them. Things like financial support, specialist guidance,
sponsorship, networking opportunities and sometimes just someone who will take the time to understand their
situation and respond to them in a timely manner, not ask them to ring a 1300 number or go to the end of the queue.

Much is expected of a Bank and more so of a self-proclaimed Community Bank®. | am proud to say that | believe our
staff and directors deliver on the promise of being the community’s bank.

Over many years we have been fortunate to have the services of great staff who have worked hard every day to ensure
our customers experience exceptional service. On behalf of the Board of Directors | would like to thank our Manager
Sue Foley and the staff of our Branch, Julie Scott, Kerryn Thompson, Chris English, Lorraine Crabb, Karen Dewberry,
and Jason Grubb for their hard work this year, which was rightly acknowledged at the Regional Awards in August.

Our Board and Management have made a commitment to afford our staff the chance to learn, develop and aspire.
Great opportunities are provided within our Branch for our staff to explore but from time to time our much-valued
staff find that new and exciting opportunities present themselves elsewhere within Bendigo Bank network and we
are proud to say that Kerryn Thompson accepted a Branch Managers role in Queensland where she is enjoying great
success.

Julie Scott left us this year after 10 years of dedication to not only the branch but also the staff, board, customers,
shareholders and partnered groups. The standard of excellence and productivity she created in her work set the bar
high in community banking and she formed many lasting friendships along the journey. | recall it took two years to
convince her to join our employ and from there we formed a strong bond in our focus to achieve success for the
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Chairman’s report cont.

For year ending 30 June 2016

branch and positive outcomes in strengthening the community. On behalf of the board | would like to thank Julie for
the amazing work she has done in that time and | personally thank her for her dedication, passion, community spirit
and friendship that has helped drive us to success.

I would like to thank my fellow board members for their continued commitment to good governance and community
strengthening which drives the standard we strive to achieve. We welcome John Coulson OAM to the board as of
November 2015. John brings great knowledge, passion and dedication for all things community, is a strong supporter
of the community bank model and a great asset to the board and the community.

We thank you, our shareholders, without your early commitment and ongoing support through your banking there
would be no “community” in front of your “bank”. Are you a customer? Please consider that it is the banking business
which is critical to the community success of your branch. With everyone’s banking there is more to contribute to
community projects and ongoing dividend payments.

Changes to financial model
A core principle of the Community Bank® model is a 50/50 share of margin earned on core banking products.
To better reflect this core principal, a new Revenue Share model was introduced from 1 July, 2016.

Bendigo and Adelaide Bank Ltd (“BEN”) has adopted a Funds Transfer Pricing (FTP) model for Community Bank®
Revenue Share, effective 1 July 2016. BEN applies its FTP methodology to regulatory reporting, performance
management and revenue share. The FTP model:

¢ isa method used to measure how much each account or product is contributing to overall profitability, given

a current cost of marginal funding.
¢ gives the BEN Group a better understanding of the net interest margin component of overall profitability.
e assigns a FTP rate based on the repricing characteristics and behavioural duration of products.
The BEN FTP revenue share sources Community Bank® product data and then applies BEN’s FTP rates to calculate
revenue share for each Community Bank® branch by core banking product i.e. loans and deposits. The BEN FTP
revenue share is reported to each Community Bank® company on a monthly basis.

The FTP methodology is reviewed annually with changes approved by BEN’s Asset & Liability Management Committee
(ALMAC). BEN’s Board Risk Committee approves changes to the FTP Policy.

Subject to the size of the impact of the changes to a Community Bank® company’s revenue share and a calculated
baseline revenue, transitional support arrangements have been made by BEN for those companies adversely
affected by these changes to the financial model, for a maximum period of up to 3 years. The purpose of this
transitional support is to provide the Community Bank® company with a revenue baseline while it grows and
diversifies its business to increase revenue.

Based on the above methodology the income paid by BEN to Murrumbeena Community Financial Services Ltd, will
see a reduction in the income received for the 16/17 year, which based on a snapshot of the business levels and
interest rates as at 30 June 2016, is around $63,752 for the financial year. | do stress that this is an approximation at
this point and many factors can affect this amount, be it changes in interest rates, increase or decrease in business
levels and in fact the type of business that is written, so we will not know the full impact on the company until June
2017.

Dennis Tarrant
Chairman
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Manager’s report

For year ending 30 June 2016

Over the last 12 months the team at Murrumbeena has worked hard to once again exceed expectations across all
areas of the business. In a very competitive environment where low interest rates have led to customers being able
to pay down large amounts of capital the branch was still able to exceed its lending growth target of $5m. To achieve
this growth the lending team had to settle $19m to allow for amortisation of around $8m and discharges of around
$6m. Across all aspects of the business the branch exceeded total business holdings of $164m.

Our customers understand that just by banking with Murrumbeena Community Bank® they are contributing to their
community. Every day we strive to create a business which is credible, ethical and truly community driven whilst
giving the best service. Our challenge to the community is to support us so we can extend our reach and involve
ourselves in wider community outcomes. We look to our Shareholders to champion our efforts as they are the ones
who have actively supported our efforts by investing in our company. It is pleasing to note that such is the success of
our branch that there are no shares available for purchase at this time as people have seen the value in our business
and want to be part of the story.

With technology providing customers with a multitude of online options when it comes to interacting with their bank
we are seeing fewer customers attending our branch to complete non complex transactions such as deposits and
withdrawals. Our Branch does however continue to provide an important face to face resource as we find increasingly
that customers need access to trusted advisors when their needs go beyond transactional banking and they need
assistance with far more complex matters such as account maintenance, lending and financial advice.

The interactions we have with our customers therefore remain crucial and our front line staff go the extra mile every
day to provide service excellence and as a result our branch has once again been recognised with several awards

at the Regional Awards in August. Over the year we had some changes to our staff with Kerryn Thompson being
promoted to Branch Manager of the Mission Beach Community Bank® in far north Queensland. Kerryn had provided
a key support role within our Lending Team and had led the region in helping customers protect areas of risk by
providing suitable insurance products where needed. We wish Kerryn every success in her new role.

After many years of exceptional service and hard work Julie Scott retired from her role as Customer Relationship
Manager. Julie’s contribution to the branch and to her community cannot be underestimated. During the period
where Murrumbeena was looking to replace their inaugural manager, Julie Scott stepped in as caretaker manager
for many months and kept Murrumbeena Branch on track. Since then Julie has assisted with the development of
other staff — always willing to share her knowledge and experience to help others. Julie was also very generous with
her time and volunteered often at the various community events with which the branch was involved. | thank Julie
sincerely for all the support she has provided to me over the years and commend her dedication to the building of the
Murrumbeena Branch into such a successful community asset. We wish her all the best in her retirement but know
that Julie won’t be putting her feet up any time soon and she will be continuing to work hard for her community in a
variety of ways.

It is difficult to replace two experienced staff members but Murrumbeena was fortunate to attract both Jason Grubb
and Keith Rawdin to our team. Jason and Keith are seconded from the Bendigo Bank network and bring a variety of
skills across customer service and lending which will further re-inforce the branch’s ability to build our business and
continue to provide the community with a quality banking resource.

Jason and Keith join a very dedicated team who have worked tirelessly to make Murrumbeena the stand out branch
in the Eastern Region. Lorraine Crabb, Chris English and Karen Dewberry have supported the branch during the staff
transition period. For the branch to have worked through the challenges of losing two senior staff and still achieve the
required business growth is a testament to all of our team.

Murrumbeena is also fortunate to be strongly supported across other areas of the business with our Financial Advisor

Ben Dascal and Senior Manager Business Banking, Andrew Hogan who assist our customers with a range of options
in the wealth and commercial space.
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Manager’s report cont.

For year ending 30 June 2016

For a team to be successful there must be strong and determined leadership and our Branch is fortunate to have a Board
of Directors who provide a vision and are passionately dedicated to ensuring positive community outcomes. On behalf of
the Murrumbeena staff | thank our Board for the support they have provided over the last year and we look forward to the

new financial year.

Looking back on our year | am very proud of our efforts in challenging circumstances but when 1 July comes around
we turn our attention from past successes and focus on the year to come with the intention of continuing to build our
business and create a happy workplace for our staff and a truly community committed bank.

Susan Foley
Branch Manager
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Auditor’s independance declaration
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Financial statements

Statement of Comprehensive Income for the Year Ended 30 June 2016
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Financial statements (continued)
Balance sheet as at 30 June 2016
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Financial statements (continued)

Statement of changes in equity for the year ended 30 June 2016
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Financial statements (continued)
Statement of cashflows for the year ended 30 June 2016
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Notes to the financial statements

For the Year Ended 30 June 2016
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Notes to the financial statements (continued)
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2016 Annual Report Murrumbeena Community Financial Services Limited
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Notes to the financial statements (continued)
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Notes to the financial statements (continued)
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Notes to the financial statements (continued)
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