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Chairman’s Report

I am very pleased to present the report for The University Credit Society in my third year as Chairman.

The Board has continued the policy of the previous 43 years of prudently and conservatively managing 
the affairs of Unicredit to ensure that it continues to provide a very strong, secure and stable ! nancial 
environment for members.

It is therefore gratifying to report that The University Credit Society has recorded another year of sound 
! n ancial results with many positive achievements, as can be seen from the following summary of 
performance highlights.

• Consolidated operating pro! ts before tax for the year ended 30th June 2007 was $861,675. This 
result enabled the Credit Society to further strengthen its reserves to ten million dollars.

• Capital adequacy at 30 June was 15.97%, up from 14.62%, and well above the required 
prudential standard of 10%

• The Board’s policy of conservatively managing liquid assets was re" ected in liquidity of 31.5%, 
well in excess of the 9% required by prudential standards.

• Member deposits during the year increased by 4.5% to $114.0m and total assets by 5.8% to 
$126.5m. Loans to members increased by 18.5% to $78.3m.

• Tertiary Travel, Unicredit’s fully-owned subsidiary company, had a very successful year, with sales 
increasing 30%, to $9.0m.

As a mutual organisation, our success cannot be measured purely in terms of pro! t and growth. It is 
important to us to continue to maintain our personal, face-to-face approach with our members. I am 
pleased to regularly hear feedback from members on their high levels of satisfaction with the welcoming 
environment within our Lending Centre and all the branches, along with the warmth and helpfulness of our 
staff.

Over the past year, considerable organisational resources have been directed into upgrading Unicredit’s 
banking system. We look forward to this investment and hard work paying off in the long term growth and 
the ability to keep pace with regulatory requirements. Unicredit’s future looks bright. 

In closing, I extend my thanks and appreciation to the staff of Unicredit and Tertiary Travel for all their 
efforts during the year. My thanks also go to our Deputy Chair, Peter Grant and all the Directors, for their 
contributions to yet another successful year. And of course we thank you, the members, for your continued 
support of your credit society.

Bill Ford
Chairman, Board of Directors

The University Credit Society Limited.

Chairman’s Report
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Directors’ Report

The directors of The University Credit Society Limited present their report on the consolidated ! nancial 
statements of the Society and its controlled entities (the Consolidated Group) for the ! nancial year ended 
30 June 2007.

DIRECTORS

The names and particulars of the directors of the Society in of! ce at any time during or since the end of the 
year are: -

 Name Quali!  cations, experience and any special responsibilities

 S D Bradshaw BSc (Hons), PhD W. Aust., FZS, FAIBiol. 
  Member. Corres. Mus. d’Hist.Nat. (Paris).
  Chair of Zoology, University of WA.      
  Director, Tertiary Travel Service Pty Ltd.

 W J Ford BA LLB (Hons), DipEd W.Aust., DipLib (NSW).
  Barrister and Solicitor of Supreme Court of Western Australia.
  Dean of the Law School, University of WA.  
  Committee Member (UWA Branch) NTEU & UWA Academic Staff 
  Association, Former National Vice-President (Academic) NTEU, 
  Chairman, University Credit Society Limited.
  Director, Tertiary Travel Service Pty Ltd. 

 P J Grant BA, B App Sc
   Company Director
  Former President, National Union of Students WA Branch
  Chairman, Edith Cowan Student Guild.
  Deputy Chair, University Credit Society Limited
  Chairman, Audit & Risk Management Committee 
  
 M L Grif! th BCom W.Aust., DipAccounting FCPA
  Retired Executive Director (Finance & Resources), University of WA
  Chairman, Uni Mutual Ltd & Uni Mutual Insurance (NZ) Limited 
  Chairman, Tertiary Travel Service Pty Ltd.

 A M Hall GAICD, BSc (Psych), Advanced Diploma in Leadership (UWA) 
 (appointed 19/02/07) Manager, Corporate Development Strategy, Main Roads of WA
      Former Director, StateWest Credit Society and Member of its
  Finance & Audit Committee, Corporate Governance Committee,
  Constitution Committee, Credit Committee and Risk Management Committee

 M L T Johns Retired Senior Technician, Department of Psychology, University of WA. 
  Deputy Chairman, Tertiary Travel Service Pty Ltd.
  Director, Volunteer Task Force

 F J Lincoln BSc PhD, FRACI
  Honorary Research Fellow, Chemistry, School of Biomedical, 
  Biomolecular & Chemical Sciences, University of WA.  
  Chairman, Loan Review Committee
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  I D Watson BA (Hons) Accounting & Finance, MSc Information Management
 (appointed 15/11/06) PhD Finance (University of Ulster)
       Deputy Dean, University of WA Business School
  Advisory Board Member, Tait Farrow Azure
  Advisory Board Member, Australian Institute of Management 
  Former President, (UWA Branch) NTEU & UWA Academic Staff Association
   

 V R Wilmot BBus (Acc) Dist, GDipAppFin, CA, F Fin
  Manager, Treasury & Investments, University of WA.
    Board Member, WorkCover WA and WA Sport Centre Trust.
  Chair, Audit Committee, WorkCover WA.

Each director holds one share in the Society.

M L Grif! th holds one share in Tertiary Travel Service Pty Ltd in trust for the Society.

The name of the Company Secretary in of! ce at the end of the year is:

 M D Blackburn BSc (Econ) Hons, MBA, CPA, FCMA, FCIS
  Fellow of Chartered Secretaries Australia, Company Secretary since 
  July 1998.  Credit Society General Manager since 1998.  

The Society keeps a register of information concerning the directors of the Society, including details of each 
director’s interest in any securities issued by the Society.   The Society has no such securities on issue.  
The register is available for inspection: -

 •  by any member, without fee; and

 •  by any other person, on payment of the amount (if any) prescribed by the rules of the Society.

MEETINGS OF DIRECTORS

The number of meetings of the Society’s Board of Directors and of the Society’s Audit & Risk Management, 
Loan Review and Conditions & Remunerations Committees held during the year ended 30 June 2007 and 
the number of meetings attended by each director were:

 Board Audit Loan Conditions &
  & Risk Review Remunerations 

Numbers of meetings held: 13 2 4 3            

Numbers of meetings attended by:

S D Bradshaw 7 *  * *            

W J Ford 12 *  * 3             

P Grant 12 2 3 3             

M L Grif! th 8 1 * 2             

A M Hall 5 @  - & 1 & * 

MLT Johns 0 * 2 3             

FJ Lincoln 10 1  4 2             

I D Watson 7 # * 3 ^ 3 ^

VR Wilmot 10 2 *  2              
 

 * Not a member of the relevant committee

  #  Appointed 15/11/06 ^ Appointed 20/11/06 @ Appointed 19/02/07 & Appointed 23/04/07   

Directors’ Report
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PRINCIPAL ACTIVITIES
The principal activities of the entities in the Consolidated Group during the year were: -

 •   The University Credit Society Limited  Credit Society

 •   Tertiary Travel Service Pty Ltd  Travel Agent

CONSOLIDATED RESULTS
The consolidated pro! t after income tax of the Consolidated Group for the year was $589,634.

DIVIDENDS
The directors do not recommend that a dividend be paid. No dividends have been paid during the year.

REVIEW OF OPERATIONS
The Consolidated Group continued to operate satisfactorily during the year with the result that:

 •  Members’ funds increased from $8,504,369 to $10,052,519 (18.20%)

 •  Total assets increased from $119,553,968 to $126,549,197 (5.85%)

 •  Members’ deposits increased from $108,983,750 to $113,901,978 (4.51%)

 •  Loans to members increased from $66,052,635 to $78,281,048 (18.51%)

INDEMNIFICATION AND INSURANCE
During the year, a premium was paid in respect of a contract insuring directors and of! cers of the Society 
and related bodies corporate against liability.

The of! cers of the Society and related bodies corporate covered by the insurance contract include the 
directors, executive of! cers, secretary and employees.

In accordance with normal commercial practice, disclosure of the total amount of premium payable under, 
and the nature of liabilities covered by, the insurance contract is prohibited by a con! dentiality clause in the 
contract.

No insurance cover has been provided for the bene! t of the auditors.

NON-AUDIT SERVICES
The Board of directors is satis! ed that the provision of non-audit services during the year is compatible with 
the general standard of independence for auditors imposed by the Corporations Act 2001. The nature and 
scope of the non-audit services provided means that auditor independence was not compromised.

The following fees for non-audit services were paid to Grant Thornton (WA) Partnership during the year 
ended 30 June 2007:  Taxation services $3,030 (2006: $2,706).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There were no signi! cant changes in the state of affairs of the Consolidated Group during the ! nancial year.

Directors’ Report
for the year ended 30 June 2007
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MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR
No matter or circumstance has arisen since the end of the ! nancial year that has signi! cantly affected or 
may signi! cantly affect -

 (i)  the operations of the Consolidated Group; or

 (ii)  the results of those operations; or

 (iii)  the state of affairs of the Consolidated Group;

in ! nancial years subsequent to 30 June 2007.

LIKELY DEVELOPMENTS IN THE OPERATIONS OF THE 
CONSOLIDATED GROUP AND EXPECTED RESULTS OF OPERATIONS
The Consolidated Group will continue to maintain and develop facilities for servicing the ! nancial and 
related requirements of its members with a suf! cient margin of pro! t to provide for an adequate and 
appropriate level of reserves.

DIRECTORS’ BENEFITS
Since the end of the previous ! nancial year no director of the Society has received or become entitled 
to receive a bene! t (other than a remuneration bene! t included in note 8 to the consolidated ! nancial 
statements) by reason of a contract made by the Society or an entity controlled by the Society or by a body 
corporate that was related to the Society, with a director or with a ! rm of which the director is a member or 
with an entity in which the director has a substantial ! nancial interest.

OTHER MATTERS
No indemnities have been given or insurance premiums paid during or since the end of the ! nancial year 
for any person who is or has been an of! cer or an auditor of the Consolidated Group.

No person has applied for Leave of Court to bring proceedings on behalf of the Consolidated Group or 
to intervene in any proceedings to which the Consolidated Group is a party for the purpose of taking 
responsibility on behalf of the Consolidated Group for all or any part of those proceedings.

The party was not subject to any such proceedings during the year.

AUDITOR’S INDEPENDENCE DECLARATION
In accordance with the Corporations Act 2001 section 307C, the auditors of the Consolidated Group, Grant 
Thornton (WA) Partnership, has provided a signed independence declaration to the directors in relation to 
the year ended 30 June 2007. This declaration has been attached to the independent audit report to the 
members of the Consolidated Group.  

This report is made in accordance with a resolution of the Board of Directors.

Dated at Nedlands this 15th day of October 2007.

________________   ________________ 
Wil liam J Ford    Peter J Grant
Chairman    Deputy Chair

Directors’ Report
for the year ended 30 June 2007
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Income Statement
for the year ended 30 June 2007

Income Statement

  2007 2006

  Consolidated  Consolidated
 Notes Group Society Group Society

  $ $ $ $

Interest revenue 2 8,169,196 8,157,635 7,174,415 7,166,974

Interest expense 2 (4,904,443) (4,904,443) (4,194,815) (4,194,815)

     

Net interest revenue 3 3,264,753 3,253,192 2,979,600 2,972,159

     

Other revenue  2 1,314,478 576,480 1,181,281 636,215

Bad and doubtful debt expense 2 (40,625) (40,625) (348) (348)

Employee bene! ts expense 2 (1,808,625) (1,441,104) (1,711,784) (1,371,080)

Occupancy expenses 2 (156,152) (148,264) (150,689) (143,262)

Depreciation and 
amortisation expenses 2 (107,311) (107,311) (111,589) (111,589)

Other expenses  2 (1,604,843) (1,520,580) (1,565,784) (1,487,064)

     

Pro! t before income tax  2 861,675 571,788 620,687 495,031

     

Income tax expense  4 (272,041) (185,076) (186,210) (148,513)

     

Pro! t attributable to members of the Society 589,634 386,712 434,477 346,518

     

The accompanying notes form part of these ! nancial statements
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Balance Sheet
as at 30 June 2007

The accompanying notes form part of these ! nancial statements

Balance Sheet

  2007 2006

  Consolidated  Consolidated
 Notes Group Society Group Society

  $ $ $ $

ASSETS     

Cash and cash equivalents 5(a) 1,955,645 1,955,150 1,483,020 1,482,525

Due from other ! nancial institutions 5(b) 24,882,707 24,882,707 29,330,088 29,330,088

Trade & other receivables 5(c) 1,762,195 1,037,221 898,326 592,638

Investment securities 5(d) 15,751,575 15,751,575 18,978,195 18,978,195

Loans and advances 5(e) 78,275,608 78,275,608 66,044,318 66,044,318

Other investments 5(f) 355,670 455,670 355,680 455,680

Property, plant and equipment 5(g) 3,116,857 3,116,857 2,177,855 2,177,855

Intangible assets 5(h) 9,724 9,724 20,183 20,183

Financial assets 5(i) 239,621 239,621 80,174 80,174

Deferred tax assets 5(j) / 6(d) 199,595 198,660 186,129 185,122 

TOTAL ASSETS  126,549,197 125,922,793 119,553,969 119,346,779

     

LIABILITIES    

Deposits and borrowings 6(a) 113,901,978 114,048,490 108,983,750 109,215,950

Payables and other liabilities 6(b) 2,004,544 1,660,369 1,668,622 1,410,529

Financial liabilities 6(c)  -     -     -     -   

Tax liabilities 6(d) 271,836 229,081 93,182 94,602

Employee bene! ts 6(e) 318,320 310,937 304,046 297,011 

TOTAL L IABILITIES  116,496,678 116,248,877 111,049,600 111,018,092

NET ASSETS  10,052,519 9,673,916 8,504,369 8,328,687

EQUITY     

Reserves 7 9,673,916 9,673,916 8,328,687 8,328,687

Retained pro! ts  378,604  -    175,682  -   

     

TOTAL EQUITY  10,052,520 9,673,916 8,504,369 8,328,687
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Statement of Changes in Equity
for the year ended 30 June 2007

Statement of Changes in Equity
    Retained 
   Reserves Earnings Total
   $ $ $
 Consolidated Group     

Balance at 1 July 2005    7,552,334   87,723   7,640,057  

Pro! t attributable to members of the company:    -     434,477   434,477 

Total recognised income and expense for the year   434,477   434,477 

Transfers to and from reserves:    
- general reserve    346,518   (346,518)  -   
- asset revaluation reserve    469,131   -     469,131 
- general reserve for credit losses    (39,296)  -     (39,296) 

Balance at 30 June 2006    8,328,687   175,682   8,504,369 

Pro! t attributable to members of the company:    -     589,634   589,634 

Total recognised income and expense for the year   589,634   589,634 

Transfers to and from reserves:  
- general reserve    386,712   (386,712)  -   
- asset revaluation reserve    919,192   -     919,192 
- general reserve for credit losses    39,325   -     39,325 

Balance at 30 June 2007    9,673,916   378,604   10,052,520 

  Society      

Balance at 1 July 2005    7,552,334   -     7,552,334 

Pro! t attributable to members of the company:    -     346,518   346,518 

Total recognised income and expense for the year   346,518   346,518 

Transfers to and from reserves:     
- general reserve    346,518   (346,518)  -   
- asset revaluation reserve    469,131   -     469,131 
- general reserve for credit losses    (39,296)  -     (39,296)

Balance at 30 June 2006    8,328,687   -     8,328,687 

Pro! t attributable to members of the company:    -     386,712   386,712 

Total recognised income and expense for the year   386,712   386,712 

Transfers to and from reserves:    
- general reserve    386,712   (386,712)  -   
- asset revaluation reserve    919,192   -     919,192 
- general reserve for credit losses    39,325   -     39,325  

Balance at 30 June 2007    9,673,916   -     9,673,916 

The accompanying notes form part of these ! nancial statements
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Statement of Cash Flows

  2007 2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES     
Interest and bill discounts received  8,209,822 8,198,260 7,135,399 7,127,958
Interest and other costs of ! nance paid  (4,904,443) (4,904,443) (4,194,815) (4,194,815)
Fees and commissions received  10,560,700 576,306 8,571,697 597,835
Cash paid to suppliers and employees  (13,410,766) (3,371,841) (10,235,895) (2,410,398)
Income tax paid  (172,853) (130,134) (96,155) (43,395)

     Net cash provided by operating  activities 
                                    (Note 15(3))  282,460 368,148 1,180,231 1,077,185

CASH FLOWS FROM INVESTING ACTIVITIES     
Net receipts from (payments for) short term          
    investments  7,165,300 7,165,300 (25,087) (25,087)
Member loans granted  (38,210,718) (38,210,718) (30,525,151) (30,525,151)
Member loans repaid  25,859,306 25,859,306 23,247,946 23,247,946
Payments for property, plant and equipment (50,662) (50,662) (69,986) (69,986)
Contributions to CUSCAL   10   10   88,918   88,918 

     

    Net cash used in investing activities  (5,236,764) (5,236,764) (7,283,360) (7,283,360)

     

CASH FLOWS FROM FINANCING ACTIVITIES     
Net increase in members deposits  4,833,062 4,833,062 6,157,521 6,157,521
Net increase/(decrease) in withdrawable shares (522) (522) (72) (72)
Dividends paid   -     -     -     -   

    Net cash provided by ! nancing activities 4,832,540 4,832,540 6,157,449 6,157,449

      

NET INCREASE/(DECREASE) IN CASH HELD (121,764) (36,076) 54,320 (48,726)

Cash at beginning of year  2,336,995 2,104,300 2,282,675 2,153,026

CASH AT END OF YEAR                   (Note 15(1)) 2,215,231 2,068,224 2,336,995 2,104,300

Statement of Cash Flows
for the year ended 30 June 2007

The accompanying notes form part of these ! nancial statements



the university credit society limited 10

Notes To and Forming Part of the  Financial Stat ements

NOTE 1:   STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The ! nancial report is a general purpose ! nancial report which has been prepared in accordance with 
Accounting Standards, Australian Accounting Interpretations and other authoritative pronouncements of the 
Australian Accounting Standards Board and the Corporations Act 2001.

The ! nancial report is for The University Credit Society Limited and its controlled entity , Tertiary Travel 
Service Pty Ltd. The University Credit Society Limited is a ! nancial institution, incorporated and domiciled in 
Australia.

The ! nancial report has been prepared on an accruals basis and is based on historical costs and does not 
take into account changing money values or, except where stated, current valuations of non-current assets. 
Cost is based on the fair values of the consideration given in exchange for assets.

The following is a summary of the material accounting policies adopted by the Consolidated Group in the 
preparation of the ! nancial report. The accounting policies have been consistently applied, unless otherwise 
stated.

(a) Basis of Preparation

The University Credit Society Limited as an individual entity and The University Credit Society 
Limited and subsidiary as a Consolidated Group have prepared the ! nancial statements in 
accordance with the Australian equivalents to International Financial Reporting Standards (IFRS) 
from 1 July 2005.

(b) Principles of Consolidation

A controlled entity is an entity controlled by The University Credit Society Limited. Control exists 
where The University Credit Society Limited has the capacity to dominate the decision making in 
relation to the ! nancial and operating policies of another entity so that the other entity operates with 
The University Credit Society Limited to achieve the objectives of The University Credit Society 
Limited.

All intercompany balances and transactions between entities in the Consolidated Group, including 
any unrealised pro! t or losses, have been eliminated on consolidation. Accounting policies of 
subsidiaries have been changed where necessary to ensure consistencies with those policies 
applied by the parent entity.

(c)  Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks and other short 
term liquid investments with original maturities of 90 days or less. 

(d)  Income Tax

Income tax expense shown in the income statement is based on the operating pro! t before income 
tax, adjusted for any non tax deductible, or non assessable items between pro! t and taxable 
income. Deferred tax assets and liabilities are recognised using the balance sheet liability method 
in respect to temporary differences arising between the tax bases of assets and liabilities and their 
carrying amounts in the ! nancial statements. Current and deferred tax balances relating to amounts 
recognised directly in equity are also recognised directly in equity.

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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Deferred tax is accounted for using the balance sheet liability method in respect to temporary 
differences arising between the tax bases of assets and liabilities and their carrying amounts in 
the ! nancial statements. No deferred income tax will be recognised from the initial recognition of 
an asset or liability, excluding a business combination, where there is no effect on accounting or 
taxable pro! t or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset 
is realised or liability is settled. Deferred tax is credited in the income statement, except where it 
relates to items that may be directly to equity, in which case the deferred tax is adjusted directly 
against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax pro! ts will 
be available against which deductible temporary differences can be utilised.   

The amount of bene! ts brought to account or which may be realised in the future is based on the 
assumption that no adverse change will occur in income tax legislation, and the anticipation that 
the Consolidated Group will derive suf! cient future assessable income to enable the bene! t to be 
realised and comply with the conditions of deductibility imposed by the law.         

(e) Loans and Advances

Loans and advances are recognised at recoverable amount, after assessing required provisions 
for impairment. Impairment of a loan is recognised when there is reasonable doubt that not all 
the principle and interest can be collected in accordance with the terms of the loan agreement. 
Impairment is assessed by speci! c identi! cation in relation to individual loans and by estimation of 
expected losses in relation to loan portfolios where speci! c identi! cation is impracticable.

Bad debts are written off when identi! ed. If a provision for impairment has been recognised in 
relation to a loan, write-offs for bad debts are made against the provision. If no provision for 
impairment has previously been recognised, write-offs for bad debts are recognised as expenses 
in the income statement. The provision of impairment is calculated in accordance with a formula 
prescribed under the Prudential Standards and is recognised in the general reserve for credit 
losses.     

(f) Property , Plant and Equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, 
any accumulated depreciation.

Property
Freehold land and buildings are measured on their fair value basis, being the amount for which an 
asset could be exchanged between knowledgeable willing parties in an arm’s length transaction. It 
is the policy of the Consolidated Group to have an independent valuation at least every three years, 
with annual appraisals being made by the directors. Increases in the carrying amount on revaluation 
of land and buildings are credited to a revaluation reserve in equity. Any decreases that offset 
previous increases of the same asset are charged against fair value reserves directly in equity. All 
other decreases are charged to the income statement.  

Plant and equipment
Plant and equipment are measured on the cost basis.
The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not 
in excess of the recoverable amount from those assets. The recoverable amount is assessed on 
the basis of the expected net cash " ows which will be received from the assets employment and 
subsequent disposal. The expected net cash " ows have not been discounted to their present values 
in determining recoverable amounts.

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007

NOTE 1 (d)  cont.
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Depreciation

All ! xed assets including buildings, but excluding freehold land, are depreciated on a straight line 
basis over their estimated useful lives to the Consolidated Group commencing from the time the 
asset is held ready for use. The depreciation rates used for each class of depreciable assets are:

 Class of Fixed Asset   Depreciation Rate
Freehold Buildings   2.5%
 Plant and Equipment   5% - 33%  

(g) Intangible Assets

Software
Under AIFRS, items of computer software which are not integral to the computer hardware owned 
by the Society are classi! ed as intangible assets, not as part of plant and equipment. Computer 
software held as intangible assets is amortised over 3 years. 

(h) Revenue

 Interest revenue is recognised on a proportional basis taking into account the interest rate 
applicable to ! nancial assets.

All revenue received arises from the operating activities of the Consolidated Group.

Fees and commissions are recognised upon the rendering of the service to the customers.

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

(i) Employee Bene! ts

Liabilities for wages and salaries, annual leave and long service leave are recognised and are 
measured as the amount unpaid at the reporting date at current pay rates in respect of employees’ 
service up to that date.  

(j) Investments

Interests in listed and unlisted securities, other than controlled entities in the consolidated accounts, 
are brought to account at cost and dividend income is recognised in the income statement.  

(k) Trade and Other Creditors

These amounts represent liabilities for goods and services provided to the Consolidated Group prior 
to the end of the ! nancial year and which are unpaid.  The amounts are unsecured and are usually 
paid within 30 days of recognition.

 (l) Goods and Services Tax (GST)

 Revenues, expenses and assets are recognised net of the amount of GST, except where the 
amount of GST is not recoverable from the Australian Taxation Of! ce. In these circumstances, the 
GST is recognised as part of the cost of acquisition of the asset or as part of an item of expense. 
Receivables and payables in the Balance Sheet are shown as inclusive of GST. 

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007

NOTE 1  (f)  cont.
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(m) Impairment of Assets

 At each reporting date, the Society reviews the carrying value of its tangible and intangible assets 
to determine whether there is any indication that those assets have been impaired. If any such 
indication exists, the recoverable amount of the asset, being the higher of the asset’s fair value less 
costs to sell and value in use, is compared to the asset’s carrying vale. Any excess of the asset’s 
carrying value over its recoverable amount is expensed to the income statement. 

(n) Interest Rate Swaps

 The Society uses derivative ! nancial instruments in the form of interest rate swaps to hedge its risk 
associated with interest rate " uctuations. These ! n ancial instruments are stated at fair value.

 For the purposes of hedge accounting, hedges are either classi! ed as fair value hedges when they 
hedge the exposure changes in the fair value of recognised asset or liability, or cash " ow hedges 
where they hedge exposure to variability in cash " ows that is either attributable to a particular risk 
associated with a recognised asset or liability.

  In relation to fair value hedges (interest rate swaps) any gain or loss from remeasuring to hedging 
is recognised immediately in the income statement.

 Any gain or loss attributable to the hedged risk on remeasurement of the hedged item is adjusted 
against the carrying amount of the hedged item and recognised in the income statement.

(o) Comparative Figures

 When required by Accounting Standards, comparative ! gures have been adjusted to conform to 
changes in presentation for the current ! nancial year. 

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007

NOTE 1  cont.
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FINANCIAL 
INSTRUMENTS

BALANCE 
SHEET NOTES

ACCOUNTING 
POLICIES

TERMS AND 
CONDITIONS

FINANCIAL ASSETS

Cash and cash 
equivalents

5 All investments are 
recognised at the lower 
of cost or net realisable 
value where the difference 
is material. 

All liquid assets in excess 
of balances held as 
branch " oats are invested 
on the 11am money 
market.

Investments 5 All investments are 
recognised at the lower 
of cost or net realisable 
value where the difference 
is material. 

Invested funds are in 
marketable parcels with 
maturities spread evenly 
over usually less than 90 
days

Receivables 5 Amounts receivable are 
carried at face value 
unless there is doubt as to  
collectability.

Receivables are due 
and payable at the time 
of raising the debt or in 
certain circumstances due 
and payable within 30 
days.

Loans and advances 5 The loan contract 
speci! es the manner in 
which interest is applied.  
This is usually either on 
the daily balance or on 
the opening balance. In 
each instance interest is 
charged in arrears.

Housing, investment, 
overdraft, line of credit 
and commercial loans 
are secured against real 
estate or in a limited 
number of cases term 
deposits.  Personal 
loans may be advanced 
unsecured however 
security is normally in the 
form of goods mortgage. 
Loans may be advanced 
from 12 months to 30 
years.

(p) Financial Instruments

The Consolidated Group’s accounting policies, including the terms and conditions of each class 
of ! nancial asset, ! nancial liability and equity instrument, both recognised and unrecognised at 
balance date, are as follows:

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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FINANCIAL 
INSTRUMENTS

BALANCE 
SHEET NOTES

ACCOUNTING POLICIES TERMS AND CONDITIONS

FINANCIAL 
LIABILITIES

Payables to other 
! n ancial institutions

6 The overdraft is brought to 
account at face value. Interest 
is charged as an expense as it 
accrues.

The overdraft is secured by a 
! x ed and " oating charge over 
the Credit Society’s assets. 

Payables and other 
liabilities

6 Payments and accruals are 
recognised when incurred 
whether or not billed. 

Creditors are normally paid 
within the speci! ed trading 
terms.

Deposits 6 All investments are recognised 
at the lower of cost or net 
realisable value where the 
difference is material. 

Member deposits accrue 
interest at rates and for terms 
according to the deposit 
type and balance.  Interest is 
accrued on the daily balance

UNRECOGNISED 
FINANCIAL 
INSTRUMENTS

Interest rate swaps The Society enters into 
interest rate swap agreements 
that are used to convert its 
! x ed rate loans and advances 
to variable interest rates. It is 
the Society’s policy to re" ect 
the mark to market value of 
the interest rate swaps in the 
balance sheet, however the 
notional principal of the swaps 
is not recognised as an asset 
or a liability. Net receipts and 
payments are recognised 
as an adjustment to interest 
expense.

At balance date, the Society 
has interest rate swap 
agreements with a notional 
amount of $19.635m, on which 
it pays 4.79% to 6.88% interest 
and receives Bank Bill Swap 
rate calculated on the notional 
amount. The swaps are used 
to protect the Society from 
exposure to increasing interest 
rates. The swaps in place 
cover a proportion of the ! xed 
rate loans at balance date.  
The swaps expire between 
August 2007 and March 2012.
   

NOTE 1 (p)  cont.

Notes to and forming part of the Financial Statements
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NOTE 2:  PROFIT BEFORE INCOME TAX EXPENSE    

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

Interest on commercial loans:     
   Loans for residential investment properties  1,267,535   1,267,535   885,915   885,915 
   Other commercial loans   301,473   301,473   261,134   261,134 

   1,569,008   1,569,008   1,147,049   1,147,049 

Interest on loans other than commercial loans  3,686,335   3,686,335   3,332,555   3,332,555 
Interest on investments   2,913,853   2,902,292   2,694,811   2,687,370  

Interest revenue   8,169,196   8,157,635   7,174,415   7,166,974 

Interest on members’ deposits   4,892,959   4,892,959   4,187,916   4,187,916 
Interest on borrowings   11,484   11,484   6,899   6,899 

Interest expense   4,904,443   4,904,443   4,194,815   4,194,815 

Loan establishment fees   43,653   43,653   41,285   41,285 
Other fee income   746,135   269,429   659,249   326,795 
Income from property   -     27,600   -     25,800 
Insurance commissions   91,023   91,023   80,288   80,288 
Other commissions   389,034   100,142   342,079   103,667 
Dividends   44,459   44,459   57,055   57,055 
Bad debts recovered   174   174   1,325   1,325 

Non interest revenue   1,314,478   576,480   1,181,281   636,215 

Bad and doubtful debts (Note 11)    40,625   40,625   348   348 

Bad and doubtful debts expense   40,625   40,625   348   348 

Depreciation and amortisation -    
  Property, plant and equipment   107,311   107,311   111,589   111,589 

Transfers to provisions -     
   Holiday pay   (1,359)  (1,359)  (17,816)  (17,816)
   Long service leave   34,564   34,564   22,082   22,082 

Personnel costs   1,775,420   1,407,899   1,707,518   1,366,814 
Supervision levy   6,104   6,104   6,029   6,029 
Occupancy expenses   156,152   148,264   150,689   143,262 
Other expenses   1,598,739   1,514,476   1,559,755   1,481,035 

Other expenses   3,676,931   3,217,259   3,539,846   3,112,995 

PROFIT BEFORE INCOME TAX EXPENSE  861,675   571,788   620,687   495,031 

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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   Consolidated  Consolidated  Consolidated 
   Group  Group  Group 
   Average  Interest A verage
   Balance   Interest 
   $ $ Rate %

INTEREST REVENUE 2007

Investment securities    46,887,138   2,913,853  6.21%
Loans and advances     71,901,038   5,255,343  7.31%

    118,788,176   8,169,196  6.88%

INTEREST EXPENSE 2007       
Customer deposits    112,151,219   4,892,959  4.36%
Short-term borrowings    96,525   11,484  11.90%

    112,247,744   4,904,443  4.37%

Net Interest Income 2007    6,540,432   3,264,753  2.51%

     

INTEREST REVENUE 2006     

Investment securities    47,484,454   2,694,811  5.68%
Loans and advances     62,608,408   4,479,604  7.15%

    110,092,862   7,174,415  6.52%

INTEREST EXPENSE 2006     

Customer deposits    105,556,435   4,187,916  3.97%
Short-term borrowings    71,578   6,899  9.64%

    105,628,013   4,194,815  3.97%

Net Interest Income 2006    4,464,850   2,979,600  2.55%

NOTE 3:  INTEREST REVENUE AND EXPENSE

The following tables show the average balance for each of the major categories of interest-bearing 
assets and liabilities, the amount of interest revenue or expense and the average interest rate.

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(a) The prima facie tax on pro! t before income 
tax is reconciled to income tax provided in the 
! n ancial report as follows:

Prima facie tax payable on operating 
pro! t at 30%   (2006: 30%):

Consolidated Group   272,041   -     186,210   -   
Society   -     185,076   -     148,513 

Add / (Less) effect of non assessable amounts  -     -     -     -   

Income Tax attributable to pro! t before income tax  272,041   185,076   186,210   148,513 

     

(b) The components of income tax expense comprise:     

Current Tax   272,041   185,076   186,210   148,513 
Deferred Tax   -     -     -     -   

   272,041   185,076   186,210   148,513 

     

(c) Current and deferred tax recognised in equity:     

Current Tax   -     -     -     -   
Deferred Tax - Net gain on revaluation of     
land and building   66,000   66,000   37,369   37,369 

   66,000   66,000   37,369   37,369 

     

(d) Deferred tax assets     

Deferred tax assets have been recognised in the     
balance sheet for the following items:       

Deductible temporary differences   199,595   198,660   186,129   185,122 
Unused tax losses   -     -     -     -   

   199,595   198,660   186,129   185,122 

     

(e) Deferred tax liabilities relating to     103,369   103,369   37,369   37,369   
      temporary differences     

NOTE 4:  INCOME TAX

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(a) Cash and liquid assets     
       Cash " oats   208,147   207,652   213,804   213,309 
      Cash at bank   1,747,498   1,747,498   1,269,216   1,269,216  

    1,955,645   1,955,150   1,483,020   1,482,525 

(b) Due from other ! nancial institutions     
       Deposits with SSPs   24,769,633   24,769,633   28,708,313   28,708,313 
       Bank deposits   113,074   113,074   621,775   621,775 

     24,882,707   24,882,707   29,330,088   29,330,088 

      Maturity analysis:      
      At call   113,074   113,074   621,775   621,775 
       Not longer than 3 months   24,769,633   24,769,633   28,708,313   28,708,313 

    24,882,707   24,882,707   29,330,088   29,330,088 

(c) Accrued receivables      
 Trade debtors   1,258,612   534,488   517,355   213,370 
 Accrued income   230,623   230,623   271,249   271,249 
 Other debtors and prepayments   272,960   272,110   109,722   108,019 

    1,762,195   1,037,221   898,326   592,638 

(d) Investment securities      
    Bank accepted bills of exchange   15,751,575   15,751,575   18,978,195   18,978,195 

    15,751,575   15,751,575   18,978,195   18,978,195 

  Maturity analysis:     
  Not longer than 3 months   15,751,575   15,751,575   18,978,195   18,978,195 

    15,751,575   15,751,575   18,978,195   18,978,195 

(e) Loans and advances     
     Loans (Note 12)   78,281,048   78,281,048   66,052,635   66,052,635 
     Less provision for doubtful debts (Note 11)  (5,440)  (5,440)  (8,317)  (8,317)

     78,275,608   78,275,608   66,044,318   66,044,318 

 Maturity analysis:      
 Not longer than 3 months   49,776,471   49,776,471   42,000,806   42,000,806 
 Longer than 3 and not longer than 12 months  12,140,615   12,140,615   10,244,109   10,244,109 
 Longer than 1 year and not longer than 5 years  16,363,962   16,363,962   13,807,720   13,807,720 
 Longer than 5 years   -   -   -   - 
 Less provision for doubtful debts (Note 11)  (5,440)  (5,440)  (8,317)  (8,317)

    78,275,608   78,275,608   66,044,318   66,044,318 

(f) Other investments     
 Shares - in controlled entities (Note 10)  -     100,000   -     100,000 
                  - other unlisted companies    355,670   355,670   355,680   355,680 

    355,670   455,670   355,680   455,680 

NOTE 5:  ASSETS

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(g) Property , Plant and Equipment      

 Freehold Land      
  At independent valuation 2006     1,250,000   1,250,000 
  At independent valuation 2007   1,980,000   1,980,000   

 Buildings     
  At independent valuation 2006     800,000   800,000 
  At independent valuation 2007   1,020,000   1,020,000   

      3,000,000   3,000,000   2,050,000   2,050,000 

         Less accumulated depreciation   -     -     -     -   

 Total Land and Buildings   3,000,000   3,000,000   2,050,000   2,050,000 

 Plant and Equipment     
  At cost   932,161   897,112   892,366   850,719 
  Less accumulated depreciation   (815,304)  (780,255)  (764,511)  (722,864)

 Total Plant and Equipment   116,857   116,857   127,855   127,855 

 Total Property, Plant and Equipment  3,116,857   3,116,857   2,177,855   2,177,855 

Land and buildings are revalued no less frequently than three years.

The basis of valuation of land and buildings is fair market value based on existing use.  The 2007 valuation was 
carried out by Mr R I Sharp AAPI, of Glendinning & Associates Pty Ltd.     

Movements in Carrying Amounts 
Movement in the carrying amounts of each class of property, plant and equipment between the beginning and the end of 
the current ! nancial year.     

     Freehold  Plant and  
     Land  Buildings Equipment Total

     $ $ $ $

 Balance at the beginning of year   1,250,000   800,000   127,855   2,177,855 

 Additions   -     -     46,393   46,393 
 Disposals   -     -     -     -   
 Depreciation expense   -     (35,193)  (57,391)  (92,584)
 Revaluation   730,000   255,193   -     985,193 

 Carrying amount at the end of year  1,980,000   1,020,000   116,857   3,116,857 

     

NOTE 5:  ASSETS  cont.

Notes to and forming part of the Financial Statements
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(h)  Intangible assets      

          Computer software     
          At cost   173,731   173,731   169,462   169,462 
          Less accumulated depreciation   (164,007)  (164,007)  (149,279)  (149,279)

   9,724   9,724   20,183   20,183 

(i)   Financial assets        

          Interest rate swaps (Mark to market)  239,621   239,621   80,174   80,174 

   239,621   239,621   80,174   80,174 

(j)   Deferred tax assets        

          Deferred tax asset   199,595   198,660   186,129   185,122 

   199,595   198,660   186,129   185,122 

NOTE 5:  ASSETS   cont.

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(a)   Deposits and borrowings     

          Members’ deposits   113,886,292   114,032,804   108,967,542   109,199,742 
          Withdrawable shares - non-interest bearing        15,686   15,686   16,208   16,208 

   113,901,978   114,048,490   108,983,750   109,215,950 

       Maturity analysis:     
       At call   34,075,847   34,222,359   34,114,094   34,346,294 
       Not longer than 3 months   68,483,175   68,483,175   62,935,866   62,935,866 
       Longer than 3 and not longer than 6 months  6,425,965   6,425,965   6,583,020   6,583,020 
       Longer than 6 and not longer than 12 months  4,453,012   4,453,012   4,470,048   4,470,048 
       Longer than 1 year and not longer than 5 years  463,979   463,979   880,722   880,722 

   113,901,978   114,048,490   108,983,750   109,215,950 

(b)  Payables and other liabilities     
          Trade creditors and accruals   2,004,544   1,660,369   1,668,622   1,410,529 
          Due to controlled Group    -     -     -     -   

   2,004,544   1,660,369   1,668,622   1,410,529 

(c)  Financial liabilities        
          Bank overdraft (Note 18)   -     -     -     -   

   -     -     -     -   

NOTE 6:  LIABILITIES

Notes to and forming part of the Financial Statements
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(d) Tax liabilities     
 Income tax   168,467    125,712   55,813   57,233 
 Deferred tax liability   103,369    103,369   37,369   37,369 

     271,836    229,081   93,182   94,602 

     

(e) Employee bene! ts     
 Accrued salaries   54,031    46,648   41,323   34,288 

 Provision for employee bene! ts:     
 Annual leave   87,480    87,480   87,080   87,080 
 Long service leave   176,809    176,809   175,643   175,643 

     318,320    310,937   304,046   297,011 

 Number of employees at year end   34    27   34   27 

NOTE 7:  RESERVES

      2007     2006

    Consolidated   Consolidated
     Group  Society Group  Society

    $  $ $  $

General reserve     
 Balance at beginning of year   6,883,425    6,883,425   6,536,907   6,536,907 
 Transfer to reserve for year   386,712    386,712   346,518   346,518 

 Balance at end of year   7,270,137    7,270,137   6,883,425   6,883,425 

Asset revaluation reserve     
 Balance at beginning of year   1,176,719    1,176,719   707,588   707,588 
 Add: Revaluation increment on           
  freehold land and buildings   919,192    919,192   469,131   469,131 

 Balance at end of year   2,095,911    2,095,911   1,176,719   1,176,719 

General reserve for credit losses     
 Balance at beginning of year   268,543    268,543   307,839   307,839 
 Transfer to/(from) reserve for year   39,325    39,325   (39,296)   (39,296)

 Balance at end of year   307,868    307,868   268,543   268,543 

     9,673,916    9,673,916   8,328,687   8,328,687 

NOTE 6:  LIABILITIES   cont.
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NOTE 8:   KEY MANAGEMENT PERSONNEL

     The directors of the Society at any time during the ! nancial year were -

 S D Bradshaw W J Ford P J Grant M L Grif! th A M Hall
 M L T Johns F J Lincoln I D Watson V R Wilmot

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the 
activities of the society, directly or indirectly, including any Director (whether executive or otherwise) of that Group Control is 
the power to govern the ! nancial and operating policies of an Group so as to obtain bene! ts from its activities.

Key Management Persons have been taken to comprise the Directors of the parent and subsidiaries entities and the members 
of the executive management team responsible for the day-to-day ! nancial and operational management of the Society. The 
executive management team is comprised of the Chief Executive Of! cer, Executive Manager, Finance & Administration and 
Executive Manager, Lending.

 

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

Total remuneration received by Key Management Persons of the Society -  

   Paid by the Society   350,299   350,299   350,894   350,894 
   Paid by subsidiaries   -     -     -     -   

   350,299   350,299   350,894   350,894 

Aggregate transactions of the directors, executives and related parties with the Society are as follows:    
 

   Interest on loans for the year   26,482   26,482   24,165   24,165 
   Interest paid on deposits for the year   81,889   81,889   80,023   80,023 
   Deposits at year end   1,888,161   1,888,161   1,567,279   1,567,279 

TRANSACTIONS WITH DIRECTORS, EXECUTIVES AND RELATED PARTIES 

Loans are made and ! nancial, travel and insurance services supplied to the directors, executives  and related 
parties on the same terms and conditions as those applied to other members.  
No terms or conditions of any loan to related parties have been breached.    
  

The aggregate amount due in respect of loans        
advanced by the Society at year end was:  169,460   169,460   380,864   380,864 

Loans advanced during the year   42,143   42,143   285,495   285,495 

Loan repayments received during the year  280,024   280,024   97,757   97,757 

Notes to and forming part of the Financial Statements
for the year ended 30 June 2007
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

The Consolidated Group is committed for the       
following future expenditure which has not been      
provided for in the accounts:     

   - Not later than one year   425,969   425,969   81,459   81,459 
   - 12 months to 5 years   1,043,320   1,043,320   161,584   161,584 
   - Longer than 5 years   823,500   823,500   -     -   

   2,292,789   2,292,789   243,043   243,043 

Loans approved but not funded as at 30 June   15,157,388   15,157,388   17,765,952   17,765,952 

Commitments for expenditure relate to payments in respect to core banking system conversion, licence and ongoing 
maintenance costs and lease payments in respect to branch premises, printers, photocopiers, faxes and postage franking 
machine.     

NOTE 10:  INVESTMENTS IN CONTROLLED ENTITIES      

The Society bene! cially owns shares in the following  wholly owned controlled entities, which are incorporated in Australia:   

   Cost of Parent’s  Cost of Parent’s
      Investment     Investment

  Tertiary Travel Service Pty Ltd      
        100,000 ordinary shares   100,000  100,000

NOTE 11:  PROVISION FOR DOUBTFUL DEBTS      

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

 (a)  Speci! c provision for doubtful debts -     

         Balance at beginning of year   8,317   8,317   6,075   6,075 
         Add/(deduct) provision for year   (2,134)  (2,134)  2,590   2,590 

   6,183   6,183   8,665   8,665 

         Less bad debts written off   (743)  (743)  (348)  (348)

         Balance at end of year   5,440   5,440   8,317   8,317 

(b)   Minimum provision required under the     
            prudential standards   5,440   5,440   11,601   11,601   
  

NOTE 9:  COMMITMENTS FOR EXPENDITURE
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  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

(c) Aggregate amount of loans on which     
 interest is no longer being accrued   -     -     8,317   8,317 

(d) Aggregate amount of loans in arrears by     
 more than 90 days where interest is    
 being accrued   469   469   5,162   5,162 

(e)   Non-accrual loans included in provision     
 for doubtful debts   5,440   5,440   8,317   8,317 

(f) Interest revenue on non-accrual loans  329   329   588   588 

(g) Interest foregone on non-accrual loans  -     -     825   825 

(h) Net fair value of assets acquired through      
 enforcement of security.   -     -     -     -   

     

NOTE 12:  LOANS

   2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

Loans by purpose     
 Commercial loans -     
  Loans for residential investment properties  14,265,164   14,265,164   14,265,164   14,265,164 
  Other commercial loans   4,342,346   4,342,346   4,342,346   4,342,346 

   Total commercial loans   18,607,510   18,607,510   18,607,510   18,607,510 

 Residential loans   38,507,039   38,507,039   38,507,039   38,507,039

 Personal loans   8,938,086   8,938,086   8,938,086   8,938,086

Less provision for doubtful debts   (5,440)  (5,440)  (8,317)  (8,317)

     66,047,195   66,047,195   66,044,318   66,044,318 

Loans by security     
 Secured by mortgage   59,132,472   59,132,472   59,132,472   59,132,472 
 Secured other   6,035,530   6,035,530   6,035,530   6,035,530 
 Unsecured   884,633   884,633   884,633   884,633 
Less provision for doubtful debts   (5,440)  (5,440)  (8,317)  (8,317)

     66,047,195   66,047,195   66,044,318   66,044,318 

NOTE 11:  PROVISION FOR DOUBTFUL DEBTS   cont.
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NOTE 13:  FINANCIAL INSTRUMENTS

(a)  Credit Risk Exposure

The credit risk on ! nancial assets of the Consolidated Group which have been recognised on the balance sheet, other than 
investments in shares, is generally the carrying amount, net of any provisions for doubtful debts. The Consolidated Group does 
not have any material credit risk exposure to any single debtors under ! nancial instruments entered into by the Consolidated 
Group.

(b)   Interest Rate Risk

The Consolidated Group’s exposure to interest rate risk, which is the risk that a ! nancial instrument’s value will " uctuate as a 
result of the changes in market interest rates and the effective weighted average interest rates of  ! nancial assets and ! nancial 
liabilities, both recognised and unrecognised, at the balance date, are as follows:

 2007 2007 2007 2007 2007
Financial Instruments     
 Floating Non Fixed  Fixed  Total carrying
 interest interest Interest Interest amount as
 rate bearing 1 year 1 year to per balance
   or less 5 years sheet

 $ $ $ $ $

(i) Financial Assets     
Cash and liquid assets  1,747,498   208,147   -     -     1,955,645 
Due from other ! nancial institutions  24,882,707   -     -     -     24,882,707 
Trading securities  15,751,575   -     -     -     15,751,575 
Loans and advances  45,722,131   -     13,878,082   18,675,395   78,275,608 
Unlisted shares and      
    sub-ordinated deposits  -     355,670   -     -     355,670 
Receivables and other assets  -     1,762,195   -     -     1,762,195 
Interest rate swaps   -     239,621   -     -     239,621 
Interest rate swaps *  19,635,000   -     (3,785,000)  (15,850,000)  -    

Total ! nancial assets  107,738,911   2,565,633   10,093,082   2,825,395   123,223,021 

Weighted average interest rate 6.669% 0.000% 6.331% 6.689% 

     

(ii) Financial Liabilities     
Overdraft and loan facility  -     -     -     -     -   
Member shares  -     15,686   -     -     15,686 
Member deposits  34,060,161   -     79,362,152   463,979   113,886,292 
Trade creditors and accruals  -     2,004,544   -     -     2,004,544 

Total ! nancial liabilities  34,060,161   2,020,230   79,362,152   463,979   115,906,522 

Weighted average interest rate 0.677% 0.000% 5.687% 5.673% 

Net ! nancial assets (liabilities)  73,678,750   545,403   (69,269,070)  2,361,416   7,316,499 

     

 * Notional principal amounts     

Notes to and forming part of the Financial Statements
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NOTE 13:  FINANCIAL INSTRUMENTS cont. 

    

 2007 2007 2007 2007 2007
Financial Instruments     
 Floating Non Fixed  Fixed  Total carrying
 interest interest Interest Interest amount as
 rate bearing 1 year 1 year to per balance
   or less 5 years sheet

 $ $ $ $ $

(i) Financial Assets     
Cash and liquid assets  1,269,216   213,804   -     -     1,483,020 
Due from other ! nancial institutions  29,330,088   -     -     -     29,330,088 
Investment securities  18,978,195   -     -     -     18,978,195 
Loans and advances  38,857,788   -     13,646,810   13,539,720   66,044,318 
Unlisted shares and      
  sub-ordinated deposits  -     355,680   -     -     355,680 
Receivables and other assets  -     898,326   -     -     898,326 
Interest rate swaps  -     80,174   -     -     80,174 
Interest rate swaps  16,200,000   -     (1,790,000)  (14,410,000)  -   

Total ! nancial assets  104,635,288   1,547,984   11,856,810   (870,280)  117,169,802 

Weighted average interest rate 6.174% 0.000% 6.232% 6.833% 

     

(ii) Financial Liabilities     

Overdraft and loan facility  -     -     -     -     -   
Member shares  -     16,208   -     -     16,208 
Member deposits  34,097,886   -     73,578,439   1,291,217   108,967,542 
Trade creditors and accruals  -     1,668,622   -     -     1,668,622 

Total ! nancial liabilities  34,097,886   1,684,830   73,578,439   1,291,217   110,652,372 

Weighted average interest rate 0.812% 0.000% 5.072% 5.134% 

Net ! nancial assets (liabilities)  70,537,402   (136,846)  (61,721,629)  (2,161,497)  6,517,430 

Notes to and forming part of the Financial Statements
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NOTE 13:  FINANCIAL INSTRUMENTS    cont.     

(c)  Interest rate swaps

Interest rate swap transactions entered into by the consolidated group to exchange ! xed interest payment obligations to 
protect long-term borrowings of over three years from the risk of increasing interest rates. The consolidated group has ! xed 
interest rate debt and enters into swap contracts to receive interest at variable rates and to pay interest at ! xed rates.

The notional principal amounts of the swap contracts approximates the consolidated group’s borrowing facility. The settlement 
dates of the swap contracts correspond with interest payment dates of the borrowings. The swap contracts require settlement 
of the net interest receivable or payable and are brought to account as an adjustment to borrowing costs.

At balance date, the details of interest rate swap contracts are:

 Effective Average Notional 
 Interest Rate Payable Principal 

 2007  2006 2007  2006
 %  % $  $

Settlement:     
Less than 1 year 5.46%  5.74%  3,785,000    1,990,000 
1 to 2 years 6.05%  5.46%  6,075,000    3,785,000 
2 to 5 years 6.26%  5.98%  9,775,000    10,425,000 

     19,635,000   16,200,000 

(d) Net fair values
The net fair value of the ! nancial assets and liabilities at 30 June 2007 equate to their carrying value as disclosed in the 
accounts, other than interest rate swap agreements which had a net fair value of   $239,621 (2006: $80,174). 

The following methods and assumptions are used to determine the net fair values of ! nancial assets and liabilities.

Cash and Liquid Assets: 
 

Net fair value equals the carrying amount as these funds are either on  hand or invested on the 
11am short term money market.

Investments: Net fair value equals the carrying amount. The terms of these investments  allow immediate and 
relative cost free recoupment. Other investments  will also equate to carrying value in an orderly 
market.

Receivables: Debtors balances are maintained in accordance with terms of trade,  collectability is not in doubt 
and consequently net fair value equals book value.

Loans and Advances: Other than impaired loans the loans and advances are at fair value.  As such the carrying value 
will equate to fair value. Impaired loans have  been deducted from the gross book value.

Overdraft: Due to the short term to maturity carrying value equates to fair value.

Deposits: Deposits are at market rates and as such the carrying amount equates to the fair value.

Trade Creditors and 
Other Liabilities: 

Trade creditors and other liabilities are accounted for according to trade  terms and conditions. As 
such the carrying amount equates to the fair value.

Share Capital: The carrying amount equates to the fair value.

Interest Rate Swap 
Agreements: 

The fair values of interest rate swap contracts is determined as the difference in present value of 
the future interest cash " ows.
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NOTE 13:  FINANCIAL INSTRUMENTS    cont.     

(e) Reconciliation of Net Financial Assets to Net Assets     

   Consolidated   Consolidated 
   Group   Group 
  Notes 2007  2006
   $  $ 

Net ! nancial assets as above    7,316,499    6,517,430 

Non-! nancial assets and liabilities:     

Property, plant and equipment  5(g)  3,116,857    2,177,855 
Intangible assets  5(h)  9,724    20,183 
Deferred tax assets  5(j) / 6(d)  199,595    186,129 
Provisions  6(d) / 6(e)  (590,156)   (397,228)

Net assets as per balance sheet     10,052,519    8,504,369 

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

Loans to members or associated members     
which exceed ten per cent of shareholders’     
equity are as follows:     

   Number of loans   8   8   4   4 
   Aggregate value   9,582,675   9,582,675   3,903,367   3,903,367  

There are no loans or deposits reported as liabilities which amount individually to ten per cent or more of total liabilities.   
  

NOTE 15:  NOTES TO THE STATEMENT OF CASH FLOWS

1. Reconciliation of cash
For the purposes of the statement of cash " ows, cash includes cash on hand and ‘at call’ deposits with other !  nancial 
institutions, less bank overdraft.   Cash at the end of the year as shown in the statement of cash " ows is reconciled to the 
related items in the ! nancial statements as follows:

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

   Cash and current accounts   2,102,157   1,955,150   1,715,220   1,482,525 
   Deposits with banks   113,074   113,074   621,775   621,775 
   Bank overdraft   -     -     -     -   

   2,215,231   2,068,224   2,336,995   2,104,300  

2. Cash " ows presented on a net basis 
Cash " ows from the following activities are presented on a net basis in the statement of cash " ows:    
(a)   member deposits in and withdrawals from share, savings and other deposit accounts; and    
 (b)   sales and purchases of short term investments.     

NOTE 14:  CONCENTRATION OF RISK
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NOTE 15:  NOTES TO THE STATEMENT OF CASH FLOWS   cont.

  2007   2006

  Consolidated  Consolidated
   Group Society Group Society

  $ $ $ $

3.  Reconciliation of Operating Pro! t after Income    
  Tax to Net Cash In" ow from Operating Activities     

  Operating pro! t after income tax   589,635   386,712   434,477   346,51

  Decrease/(increase) in interest receivable  40,626   40,626   (40,341)  (40,341)

  Depreciation and amortisation   107,312   107,312   111,589   111,589 

  (Decrease)/increase in income tax provisions  112,654   68,479   85,504   99,706

  Decrease/(increase) in deferred tax asset  (13,466)  (13,538)  4,548   5,409

  (Decrease)/Increase in accrued expenses    
  and provisions   336,273   249,840   212,925   141,007

  Decrease/(increase) in debtors  
  and prepayments   (904,500)  (485,209)  404,165   445,933 

  Bad debts written off less recovered   -     -     (38,032)  (38,032)

  Increase/(decrease) in annual & long service  
  leave provisions   13,926   13,926   5,396   5,396 

Dividends paid/payable   -     -     -     - 

   282,460   368,148   1,180,231   1,077,185

NOTE 16:  REMUNERATION OF AUDITORS      

Total remuneration received by the auditors in
connection with -     
  auditing the accounts   33,000   30,000   32,783   26,238 
  any other services provided by the auditors  3,030   3,030   2,706   2,706 

NOTE 17:  SUPERANNUATION COMMITMENTS

The Society contributes to The University Credit Society Superannuation Plan for the purposes of Superannuation Guarantee 
payments and also to other Superannuation Funds as nominated by individual employees, provided that such contributions 
meet the minimum requirements of the Superannuation Guarantee Levy. The principal bene! ts provided to employees are 
for retirement and death & disability cover.  The Society contributes 9% (2006: 9%) of employees’ gross ordinary earnings 
in Superannuation Guarantee contributions: employees may at their discretion, also contribute a percentage of their gross 
ordinary earnings.  The University Credit Society Superannuation Plan is separately administered by its Trustees, SMF Funds 
Management Limited (ABN 23 009 564 354),

NOTE 18:  FINANCING ARRANGEMENTS

The Society has given an equitable charge over all of its assets in favour of Credit Union Financial Services (Australia) Limited 
securing:       (a)    an overdraft facility of $300,000    (2006 - $300,000).

NOTE 19:  SEGMENTAL INFORMATION

The Group operates predominantly in the ! nance industry and in one geographical area, being Australia.
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NOTE 20:  SERVICE AGREEMENTS

The Society has entered into agreements for the supply of services with the following 

1. Credit Union Services Corporation Australia Limited (CUSCAL)
CUSCAL provides central banking and member chequing facilities, electronic funds transfer services, Redicards and Visa cards. 
CUSCAL also provides, through its IT division, the application software used by the Society.

2.   The System Works (TSW)
This company is an integrated data processing centre and provides the mainframe hardware used by the Society and a number 
of other credit unions.

3.   First Data Resources Australia Limited (FDRA)
FDRA processes Redicard transactions through the ATM and EFTPOS network.     

     

NOTE 21:  NEW ACCOUNTING STANDARDS AND INTERPRETATIONS 

The following Australian Accounting Standards have been issued or amended and are applicable to the parent and consolidated 
group but not yet effective. They have not been adopted in the preparation of the ! nancial statements  at reporting date.   
         

AASB 
Amendment Standards Affected Outline of Amendment

Application 
Date of 
Standard

Application 
Date of 
Group

AASB 2005-10

Amendments 
to Australian 
Accounting 
Standards

AASB 1

AASB 101

AASB 114

AASB 117

AASB 133

AASB 139

First time adoption of 
AIFRS Presentation of 
Financial Statements 
Segment Reporting 
Leases

Earnings per share 
Financial Instruments: 
Recognition and 
Measurement

The disclosure requirement of 
AASB 132: Financial Instruments: 
Disclosure and Presentation have 
been replaced due to the issuing 
of AASB 7: Financial Instruments: 
Disclosures in August 2005. These 
amendments will involve changes 
to ! nancial instrument  disclosures 
within the ! nancial report However, 
there will be no direct impact on 
amounts included in the ! nancial 
report as it is a disclosure standard

01-Jan-07 01-Jul-07

AASB 7

Financial
Instruments

AASB 132 Financial Instruments:
Disclosure and 
Presentation

As above 01-Jan-07 01-Jul-07
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NOTE 22:  CONTINGENT LIABILITY

Tertiary Travel Service Pty Ltd - Ansett Australia Ltd (In Administration) 

On 13 September 2002, Tertiary Travel Service Pty Ltd received a demand for $52,456.14 from the Administrators of Ansett 
Australia Ltd for payment of monies owing in respect to travel booked on behalf of a corporate client, but not able to be taken 
due to the collapse of Ansett Australia Ltd on 14 September 2001.

A further demand for payment of the $52,456.14 has subsequently been received from the Administrators on 30 July 2007 

However, it is the view of the directors that, as no payment of the $52,456.14 has been received from our corporate client, and 
The Australian Federation of Travel Agents (AFTA) advises that it is our corporate client who has the obligation to pay for the 
unavailed travel booked, as the booking was a direct contract between them and the airline, and not Tertiary Travel Service Pty 
Ltd as the agent, Tertiary Travel Service does not intend to pay any further monies to the Ansett Administrators. 

Should further monies become payable, Tertiary Travel Service Pty Ltd may be able to recover such funds from existing 
insurance arrangements. 

NOTE 23:  EVENTS SUBSEQUENT TO BALANCE DATE

There has been no matter or circumstance that has arisen since the end of the ! nancial year that has signi! cantly affected or 
may signi! cantly affect: 

 (i) the operations of the Consolidated Group; or 

 (ii) the results of those operations; or 

 (iii) the state of affairs of the Consolidated Group; 

 in ! nancial years subsequent to 30 June 2007. 

NOTE 24:  COMPANY DETAILS 

The registered of! ce of the company is:  

 The University Credit Society Limited 
 80 Broadway
 NEDLANDS  WA  6009
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DIRECTORS’ DECLARATION

The directors of the company declare that:

1. The ! n ancial statements and notes, as set out on pages 5 to 32, are in accordance with the

 Corporations Act 2001:

 (a) comply with Accounting Standards and the Corporations Regulations 2001; and

 (b) give a true and fair view of the ! nancial position as at 30 June 2007, and of the 

  performance for the year ended on that date of the company and economic entity.

2. In the directors’ opinion there are reasonable grounds to believe that the company will be

 able to pay its debts as and when they become due and payable.

3. The directors have been given the declarations by the chief executive of! cer and chief 

 ! nancial of! cer.

This declaration is made in accordance with a resolution of the Board of Directors.

Dated at Nedlands this 15th day of October 2007.

_________________________Director                    ________________________Director

Directors’ Declaration 
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Independent Audit Report to Members of
The University Credit Society Ltd.
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Independent Audit Report to Members of
The University Credit Society Ltd.
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Auditor’s Independence Declaration to Directors of
The University Credit Society Ltd.


