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KEY INFORMATION

Key Topic Summary Detail Place to look for

more information

Issuer Alliance Group Credit Union, is the issuer. Page 6: Paragraph

1.1, and Paragraph
Alliance Group Credit Union is a credit union, established pursuant | { 7 Sybheading
to the Fnendly Societies and Credit Unions Act 1982, “The Credlt Uﬂion”

Investment This is an offer for members of Alliance Group Credit Union to Pages 6, 7:

receive $1 shares in the Credit Union for each $1 invested. Paragraph 1.2

. . ] Subheadings “The
Each $1 can be invested in one of the accounts offered by Alliance Offer”. “Shares”
Group Credit Union. The minimum investment is $1 and there is “Meml’) ership” m’l d
currently a maximum investment size of $100,000. “Share Accounts”

Returns Each share account offers different returns depending on the Pages 7, 8:
amount of your investment, the particular account you choose to Paragraph 1.2
invest in, and the length of time you invest. Subheadings “Share

Accounts” to
A schedule of the different accounts offered by the Credit Union is “Payment of
attached to this prospectus. Ret -
The rates offered by the Credit Union can be obtained from any
office of the Credit Union, calling the Credit Union or by visiting
www.nzcuauckland.co.nz.

Withdrawals The Friendly Society and Credit Unions Act 1982 provides a Page 8: Paragraph
statutory ability for a credit union to require up to 60 days noticeof | 1.2 Subheading
withdrawals. Otherwise withdrawals may be made in accordance «Withdrawals” and
with the terms of the account as-set-out-in-the Fourth Sehedule: Fourth Schedule

Prudential Trustees Executors Limited is the statutory trustee appointed for the | Pages 10,11:

Supervisor benefit of all members. Paragraphs 3.6 and

8.1
The statutory trustee is referred to as the Prudential Supervisor, and
has entered into a trust deed with the Credit Union which provides
a framework for how the Credit Union is to manage the investments
made by members. It contains certain covenants from the Credit
Union covering important financial and management obligations.

Security The Prudential Supervisor holds a first registered security over all | Page 6, Paragraph
of the assets of the Credit Union to secure the repayment of all 1.2 and Page 11:
members' investments. Paragraph 7

{ Fees and Charges Account fees and charges and any memibership fees may be payable | Fourth Schedule
by you, depending on the type of investment made. These amounts
may change from time to time. '

Credit Rating The creditworthiness of the Credit Union is not rated by a rating Page 15: Paragraph
agency approved by the Reserve Bank of New Zealand under the 9. Subheading 8
Non-bank Deposit Takers Act 2013. “Unrated Offeror”

Principal Risks The principal risks of investing in the Credit Union are set out in Page 13: Paragraph

full in paragraph 9. A summary of the risk types identified by the
Credit Union are:
- Competition / Market Risk
- Common Bond Limitation
- Interest Rate Margin Risk

- Liquidity Risk

- Prior Ranking Security

- Lending Risk

~ Regulatory / Political

- Unrated Offeror

- Operational Risk

9: Risks
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PROSPECTUS OF ALLIANCE GROUP CREDIT UNION
This Prospectus is dated 24 February 2015.

The following index is provided pursuant to Regulation 16 of the Securities Regulations 2009. Clause references are to those
clauses in Schedule 2 of the Securities Regulations 2009:

INDEX
Clause Page
Key Information 3
1 Main Terms of Offer 5
7 Description of Activities 5
3 Details of Registration 8
5 Names, Addresses and Other Information 8
6 Restrictions on Directors’ Powers 9
10 Material Contracts 9
11 Pending Proceedings 10
TR Ranking of Securities 10
Y4 Provisions of Trust Deed and Other Restrictions on the Credit Union 10
15 Other Terms of Offer and Securities 13
19 Places of Inspection of Documents 15
20 Other Material Matters 16
8 Summary Financial Statements 16
16-17 Financial Statements 16
9 Acquisition of Business or Subsidiary 17
21 Directors Statement 18
8 Summary Financial Statements First Schedule
22 Auditor’s Report and Consent Second Schedule
16-17 Financial Statements Third Schedule
1 Share Accounts Fourth Schedule
14 Prudential Supervisor’s Statement Fifth Schedule
5 Directorate Sixth Schedule

Clauses 2, 4, and 18 are not applicable to the Credit Union.

In registering this Prospectus, the Credit Union has relied on the exemptions contained in:

1. The Securities Act (Credit Unions) Exemption Notice 2010, whereby the Credit Union has been granted an
exemption from compliance with sections 37A (1)(d), 51, 52 and 54 of the Securities Act 1978 and clauses 1 (3) and
12 of Schedule 2, and Regulation 40 of the Securities Regulations 2009 in so far as that regulation deems clauses 1
(2) and 3 of Schedule 15 of the Securities Regulations 2009 to be contained in the Trust Deed; and

2. The Deposit Takers (Credit Ratings Minimum Threshold) Exemption Notice 2009, whereby the Credit Union
has been granted an exemption from the requirement to have a credit rating pursuant to the Non-bank Deposit
Takers Act 2013 ("NBDT Act"). More details regarding the exemption are set out on page 15.

All legislation referred to in this Prospectus may be viewed, free of charge, at the following website:
www.legislation.govt.nz.

The creditworthiness of the Credit Unlon Is not rated by a rating agency approved by
the Reserve Bank of New Zealand under the NBDT Act.
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MAIN TERMS OF OFFER

1.1  Name and Address of the Credit Union
Name of Credit Union: Alliance Group Credit Union (“Credit Union™)

Registered Office: C/- Alliance Group, Lorneville Plant, Riverton Highway 96, Invercargill

Postal Address: PO Box 759, Invercargill 9840

Business Hours: 10.00 a.m. to 5.00 p.m. - Menday to Friday

Branch Offices and Service

Locations: Alliance Group Lomeville Plant, Riverton Highway 96,
Invercargill

The following company will deduct members’ contributions directly from salary/wages on request:
Alliance Group Ltd

1.2 Description of the Activities of the Credit Union
The Credit Union

The Credit Union is a not-for-profit financial co-operative registered as a credit union under the Friendly Societies
and Credit Unions Act 1982 (“the Act™). What this means is that members' funds are pooled together and used to
provide loans to those members who apply.

The objects of the Credit Union are essentially the promotion of thrift amongst its members by the accumulation of
their savings, the use and control of the members’ savings for their mutual benefit and the training and education of
the members in the wise use of money and in the management of their financial affairs. The Credit Union’s primary
activity over the past five (5) years preceding the date this Prospectus was delivered to the Registrar of Financial
Service Providers for registration, has been to provide a co-operative saving facility for members to form a loan fund.

The principal assets of the Credit Union are the loan receivables generated by lending money to its members. These
loan receivables are the principal assets that are charged as security pursnant to the Trust Deed. The Credit Union
has not granted any other charges over the principal assets.

The Offer

This Prospectus includes a secured offer of $1.00 fully paid-up shares in the Credit Union. This offer is made to a
section of the public, being:
{a) Employees, plus past employees of, suppliers and contractors to Alliance Group Ltd and their families as full
qualifying members;
(b) any person who is a member of the same household as, and is a relative of, a person who has been admitted to
membership and who continues to qualify for membership, of the Credit Union under paragraph (2) above; and
(c) for the purposes of paragraph (b) above, the term “relative” in relation to any person, means:
(i) The spouse of that person, including any former spouse or de facto spouse;
(i)  Any lineal ancestor, lineal descendant, brother, sister, uncle, aunt, nephew, niece, or first cousin of
that person or that person’s spouse;
(iii) The spouse (including any former spouse or de facto spouse) of any relative specified in sub-
paragraph (ii) above.

Pursuant to section 106 of the Act, membership of the Credit Union is open to individuals, charitable entities as
defined in the Charities Act 2005, or an incorporated society registered under the Incorporated Societies Act 1908.

Shareholders in the Credit Union are called members. The repayment of moneys owing on members’ shares is
principally secured, to the extent permitted by law, by a security interest over the whole of the Credit Union’s present
and future undertaking, property, assets and revenues, including the proceeds received for the subscription of shares
and unpaid share capital (if any). This security interest has been registered pursuant to the Personal Property
Securities Act 1999 (“PPSA™) and has been granted in favour of Trustees Executors Limited (“the Prudential
Supervisor”). The security interest is subject to any prior charges agreed by the Prudential Supervisor (see paragraph
7 for further details with regard to ranking of securities).

The Credit Union has appointed the Prudential Supervisor as statutory trustee of the offer under this Prospectus, for
the purposes of the Securities Act 1978. The Prudential Supervisor’s appointment, the grant of the security interest
and the parties’ respective rights and obligations are recorded in the trust deed entered into by the parties, dated 30
November 2001 (the "Trust Deed") and registered with the Registrar of Companies. The Trust Deed has been
modified and amended by Deeds of Modification dated 24 October 2002, 26 November 2010 and 29 October 2014,
and a Deed of Amendment dated 17 October 2012. Further details of the Trust Deed may be found at paragraph 8 of
this Prospectus.
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Shares
Members contribute to the Credit Union by depositing funds with the Credit Union. These deposits are called 'shares'
pursuant to the Act, and make up the capital of the Credit Union.

Each member must hold 2 minimum of $1.00 in fully paid-up share(s), and a member cannot have or claim any
interest in shares of the Credit Union exceeding $100,000 {(or such other amount as determined by the Board of the
Credit Union in accordance with the Credit Union's Rules).

The Credit Union offers prospective and existing members the ability to subscribe for $1.00 shares in the Credit
Union. A member’s shareholding must be held in one or more of the share accounts operated by the Credit Union and
nominated by the member in writing. Each share account may offer differing terms and conditions as to dividend or
interest return, the minimum amount of shares required to be purchased and the timing of repayment. For a further
explanation of the operation of share accounts, please refer to the comments under the sub-heading “Share Accounts”
below.

Notwithstanding any election as to share accounts, all shares are of a fixed amount of $1.00 denomination and cannot
be allotted to a member until fully paid-up in cash, and shall rank equaily with all other shares issued by the Credit
Union. Payments of shares not in whole dollar amounts are credited to the member’s account and are deemed to be an
advance payment of subscription for shares.

Shares in the Credit Union are not transferable except where a member has nominated in writing that a person is to
receive the member’s shareholding in the Credit Union on the member’s death, or any monies payable by the Credit
Union to the member, at that time. However, any such nomination can only provide that a person receive that part of
the member’s shareholding, or monies payable by the Credit Union, up to a maximum of $2000. Furthermore, to be
legally enforceable, any such nomination must be signed by the member and delivered or sent to the registered office
of the Credit Union, or made in the register of members kept at the Credit Union’s registered office. Please refer to
paragraph 2.3, for a further explanation of the register of members.

Membership

Applications to subscribe for shares must be made on the Credit Union’s standard application form which is available
on request at the offices of the Credit Union. Payment of the subscription detailed in the application form will be
payable in the manner required by the Credit Union, and may include, payment in cash or by way of personal or bank
cheque, or as otherwise agreed in writing by the Credit Union. The application form together with the full amount of
the subscription payable may be delivered or posted to the Credit Union. The Credit Union’s contact details are
included in the Directory.

The Credit Union will only accept applications from those members of the public who meet the membership criteria
described under “The Offer” above. The Credit Union also reserves the right to accept or decline any application
without giving any reason for its decision.

The Credit Union is not entitled at law, to issue share certificates to members. However, all deposits and withdrawals
from a member®s share account will be entered in the member's passbook. In addition, the Credit Union will on
request, and every six (6) months during the period of membership, forward a statement of account to each member
of their sharcholding in the Credit Union.

On every matter determined by a vote of members of the Credit Union, each member is entitled to vote. However,
cach member has one vote only, irrespective of the number of shares held by that member or as to whether the shares
are held jointly with any other person(s).

Share Accounts

A member’s shareholding must be held in one or more of the share accounts operated by the Credit Union and
nominated by the member in writing. Applications to subscribe for shares must be made on the Credit Union’s
standard application form which is available on request at the offices of the Credit Union. The Credit Union’s contact
details are included in the Directory. Each share account may offer differing terms and conditions as to dividend or
interest return, the minimum amount of shares required to be purchased and the timing of repayment.

The rate of return on shares is dependent on the type of share account in which members shares are placed, the terms
of the account and the duration of the term.

Details of the share accounts currently operated by the Credit Union including the conditions of each account, the rate
of dividend or interest return (or how that rate may be calculated), the minimum amount of shares required to be
purchased, the term of the investment and the timing of repayment are set out in the Fourth Schedule to this
Prospectus.

The board of the Credit Union may vary the rate of return, the terms and conditions of the account, or the timing of
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repayments. Any such variation shall be notified to members forthwith by notice displayed at the Credit Union’s
head office and each of its branches.

On Call and Notice of Withdrawal Accounts

Tt is the Credit Union’s intention that shares in On Call and Notice of Withdrawal Accounts will, subject to the
board of the Credit Union’s absolute discretion to vary the rate of return (described under the heading Share
Accounts above), receive an annual dividend from the profits of the Credit Union.

The maintenance of the rate of dividend paid on member accounts is largely dependent on the annual surpluses
carned by the ongoing profitability of the Credit Union. The amount of the surplus available for distribution to
members is subject to an obligation under the Trust Deed to maintain a prudential reserve, which is described
under the heading “Prudential Reserve” at paragraph 8.2. The prudential reserve is not able to be utilised for
payment of interest or dividends without the consent of the Prudential Supervisor.

The method of calculating the rate of return on all of the Credit Union’s On Call and Notice of Withdrawal
accounts, together with the terms and conditions of these accounts is set out in the Fourth Schedule of this
Prospectus.

Payment of Returns
Returns payable on members’ share accounts will be credited to members’ accounts in accordance with the terms of
the accounts as set out in the Fourth Schedule or as amended from time to time by the board of the Credit Union.

Fees and Charges

In addition to the costs of the shares, members may be required to pay account and membership fees and charges.
The types, level and method of calculating the fees and charges payable at the date of this Prospectus are set out in
the Fourth Schedule to this Prospectus.

Withdrawals

Subject to the provisions of the Act, members operate their share accounts in a similar manner to savings and
withdrawals in a passbook account. thle shares are usually avallable to be mthdmwn at call the Crednt Umon 5
Rules provide that a 60-day notice period fo : : :

the Credit Union’s offices, branch offices or service locatlons, durmg normal ofﬁce hours All requests for
withdrawals must be made in writing and signed by the member, unless an alternative method of withdrawal is
specified as an authorised method in the terms of the share account.

Generally withdrawals would not be available where such withdrawal of shares would reduce a member’s paid-up
share holding in the Credit Union to less than the member’s total liability (including any contingent liability) to the
Credit Union.

If the Credit Union fails, on written demand, to pay money borrowed by it, it may neither make loans, nor permit
withdrawals. The Credit Union is not entitled at law, to consent to any withdrawals where the Credit Union is
unable to meet its debts as they fall due.

Maturity

Share accounts will mature on their respective maturity dates (as described in the Fourth Schedule of this prospectus
or as varied from time to time by the board of the Credit Union). If a member has given instructions for any monies
held in a share account to be automatically reinvested at the end of the term, the reinvestment funds will earn the
dividend or interest return (as the case may be) applicable at the time of reinvestment to the share account
nominated. The Credit Union will not be required to give a member notice of the reinvestment of their funds, unless
the Credit Union has received notice in writing from the member that notice of reinvestment is required.

,,,,,,

Early Repayment

The policy of the Credit Union is to not make repayments prior to maturity. In the event of financial hardship or
extraordinary circumstances, written application may be made to the Credit Union, which may exercise its
discretion to repay the funds in whole or in part, In such cases the interest or dividend payable will be subject to
adjustment in accordance with the terms of the share account.

Taxation

The Credit Union is required by law, to deduct Resident Withholding Tax (“RWT”) from any interest or dividends
paid or credited to any person resident in New Zealand, and to account for this deduction to the Inland Revenue
Departmeni (“IRD”). Provided members supply the Credit Union with their IRD number and nominate the RWT
rate at which they wish deductions to be made, RWT will be deducted at the rate nominated. In the event that:

(a)  a member omits to notify the Credit Union of their IRD number, the Credit Union is required at law,
to deduct RWT at 33% (or such other amount as required by law);
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(b)  a member has notified the Credit Union of their IRD number, but omits to nominate at which RWT
rate they wish RWT to be deducted, RWT will be deducted at 33% (or such other amount as required
by law).

The Credit Union is not required to deduct RWT from any member who holds a valid Certificate of Exemption.
Members who hold a Certificate of Exemption are required to forward a copy to the Credit Union.

An investment in shares in the Credit Union will have taxation implications. The effect of taxation will vary according
to each member’s personal circumstances. Prospective and existing members are encouraged to obtain independent
professional advice on their personal circumnstances.

Loans

The Credit Union makes loans from the share capital and retained surpluses of the Credit Union to members. The
availability of loans to members is dependent upon the availability of funds to the Credit Union from the Credit
Union’s capital, at any particular time.

Loans to members will only be made in accordance with the Credit Union’s Rules, which may from time to time
specify the maximum amount which may be loaned to any member, the maximum term of loans or the lending to
assets ratios to be observed by the Credit Union. For details of the conditions existing under the Credit Union’s
Rules at the date of application, please contact the Credit Union.

The Credit Union reserves the right to decline any application for a loan without giving any reason.

DETAILS OF REGISTRATION OF THE CREDIT UNION

Registration

The Credit Union was registered on 17 September 1976 under the Friendly Societies Act 1909. Section 160(2) of
the Act deems the Credit Union to be registered under Part ITI of the Act. The Credit Union’s registered number is
1802861.

The Credit Union is also registered on the Financial Services Providers Register with registration number
FSP21521.

Rules of Operation of the Credit Union

The Credit Union operates under rules registered with the Registrar of Friendly Societies and Credit Unions. Any
person may upon request, during normal business hours, at the registered office of the Credit Union or at the
Companies Office listed in the Directory, inspect copies of the Credit Union’s Rules. The Credit Union will not
charge an inspection fee for producing or photocopying the Rules. The Companies Office will not charge an
inspection fee, but photocopying charges (if applicable) will apply.

Register of Members

A register of the members of the Credit Union is kept at the registered office of the Credit Union listed in the
Directory. The register is open to inspection during ordinary office hours by any member of the Credit Umion. The
Credit Union will not charge an inspection fee for producing the register.

Other Statutory Information

Application will not be made to any registered stock exchange for listing of any shares under this Prospectus.
NAMES, ADDRESSES AND OTHER INFORMATION

Directors and Officers

The directors of the Credit Union serve voluntarily, and are required to be members of the Credit Union. The
directors are elected by members at the annual general meeting of members and report to the members annually.

The directors serve a term of 2 years, retire by rotation, and are eligible for re-election.

The members elect 3 directors to be trustees of the Credit Union.

The directors elect from the Directorate the following officers: Chairperson, Deputy-Chairperson, Secretary, and
Treasurer.

A list of the current directors and officers of the Credit Union is included in the Sixth Schedule. Of these, Susan
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Gillespie is an employee of the Credit Union (Manager). The Manager of the Credit Union is responsible for the day
to day management of the Credit Union and is involved in the preparation of this Prospectus.

5.

3.2  Particulars of Trustees
In accordance with the Act, all property belonging to the Credit Union is vested in the trustees (the present trustees
being named in the Sixth Schedule), for the use and benefit of all persons claiming through the members of the
Credit Union according to the Credit Union’s Rules,

33  Awdit Committee
The Board of Directors appoinis a sub-committee from their number to exercise the internal audit and compliance
function for them in accordance with the rules of the Credit Union. The current members of the Audit Committee
are: R Colyer and V Howden,

34  Auditors
The Credit Union has appointed Crowe Horwath as the Credit Union’s auditors. The auditors® contact details are
included in the Directory. The auditor and the auditor’s partners have each obtained a licence under the Auditor
Regulation Act 2011, These licences are effective from 3 December 2012, Other than in their capacity as auditors,
they have no relationship with, or interests in, the Credit Union.
A copy of the auditors” report together with their consent to the report appearing in this Prospectus, is attached as
the Second Schedule,

3.5 Solicitors
The Credit Union’s solicitors are Stace Hammond Barristers and Solicitors. Stace Hammond Barristers and
Solicitors’ contact details are included in the Directory.

3.6 Prudeniial Supervisor
Trustees Executors Limited is our Prudential Supervisor for the purposes of the Securities Act 1978. Their contact
details are included in the Directory
The Prudential Supervisor has been granted a licence under the Financial Markets Supervisors Act 2011 to actas a
supervisor in respect of debt securities for a term expiring 16 January 2018 and is subject to reporting conditions. A
copy of the Prudential Supervisor’s licence is publicly available from the Financial Markets Authority website
(www.fma.govt.nz/help-me-comply/trustees/licensed-trustees-and-statutory-supervisors).
Neither the Prudential Supervisor, trustees, directors or any other party guarantees the repayment of any shares, or
the payment of any interest or dividends in respect to any shares held in the Credit Union.

3.7 Bankers

At the date of this Prospectus, the Credit Union’s bankers are Westpac Banking Corporation. Westpac Banking
Carporation’s contact details are included in the Directory.

RESTRICTIONS ON DIRECTORS’ POWERS

The Credit Union’s Rules provide (at rule 30) details of the duties required of the board of directors of the
Credit Union. While the list is permissive and non-exhaustive, some of the duties expected of the directors come
with their own restrictions set out by the Act. Full details may be found in the Rules of the Credit Union, but the
restrictions set out by the Act are more fully described at paragraph 8.7 of this Prospectus.

MATERIAL CONTRACTS

The Credit Union entered into a Deed of Modification to the Trust Deed with the Prudential Supervisor dated 29
October 2014. The Deed of Modification modified the Trust Deed between the Prudential Supervisor and the Credit
‘Union to incorporate the liquidity mismatch ratio. A copy of the Deed has been filed with the Registrar.

There have been no other material contracts entered into in the two years prior to this Prospectus being delivered to
the Registrar, except for contracts entered into in the ordinary course of the Credit Union’s business.
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8.1

8.2

83

PENDING PROCEEDINGS

There are no legal proceedings or arbitration’s pending at the date this Prospectus that may materially affect the
Credit Union in an adverse manner.

RANKING OF SECURITIES

As part of its banking arrangements the Credit Union has provided the New Zealand Association of Credit Unions,
trading as Co-op Money ("Co-op Money") for its Central Fund with a settlement bond in the form of a term deposit
equal in value to seven times the aggregate daily account outflows and average daily card services settlement
amounts, up to a maximum of 3% of its total tangible assets (as defined in the Trust Deed). By way of example
using 31 August 2014 figures, this 3% maximum was $78,089.40 may change on any given day of calculation. The
consent of the Prudential Supervisor has been obtained to this arrangement. The term deposit is held on trust by the
Co-op Money as security for any amounts owed, deductions or set off entitled to be made in respect to the banking
services offered by the Co-op Money Central Fund.

Accordingly, as at the date of this Prospectus, the settlement bond held by the Co-op Money is a prior ranking
security pursuant to the Trust Deed. The aggregate amount of securities, being the shares issued by the Credit
Union to its existing members, that ranked in point of security equally with the shares offered by the Credit Union to
potential and existing members pursuant to this Prospectus, was $1,846,128 as at 31 August 2014 ($1,795,216 as at
31 August 2013).

The repayment of monies owing on members’ shares is principally secured to the extent permitted by law by a first
ranking security interest over the whole of the Credit Union’s present and future undertaking, property, assets and
revenues, including the proceeds received for the subscription of shares and unpaid share capital (if any). The
security interest has been granted in favour of the Prudential Supervisor under the Trust Deed, which has been
registered with the Registrar of Companies. Please refer to paragraph 8 for further details of the Trust Deed.

A claim by a member who had given notice of withdrawal of the shares prior to liquidation of the Credit Union
would rank ahead of claims by any other creditors. However, if, at the time of the Credit Union being placed in
liquidation, & member had not made a claim for withdrawal of the member’s shares and the Prudential Supervisor
had not exercised its powers under the Trust Deed to accelerate the repayment of the monies owing in respect of the
shares then the member would be treated as a shareholder in the liquidation and would rank behind secured and
unsecured creditors (if any). With the prior writien consent of the Prudential Supervisor, the Credit Union may
grant a security interest over or affecting all or any part of its assets, and any such security interests may take
priority to the members’ claims for withdrawal secured by the Trust Deed.

PROVISIONS OF TRUST DEED AND OTHER RESTRICTIONS ON THE CREDIT UNION

Trust Deed

The Credit Union has appointed the Prudential Supervisor the statutory trustee of the offer of shares detailed in this
Prospectus for the purposes of the Securities Act 1978. The Prudential Supervisor’s appointment and the parties’
respective rights and obligations are recorded in the Trust Deed dated 30 November 2001 as modified by the Deeds
of Modification dated 24 October 2002, 26 November 2010, 29 October 2014, and Deed of Amendment dated 17
October 2012.

The Credit Union’s grant of a security interest in all its present and after-acquired personal property, including the
Credit Union’s present and future accounts receivable and all the Credit Union’s present and future rights in relation
to all accounts receivable, to the Prudential Supervisor is recorded in the Deed of Modification dated 24 October
2002. Please refer to paragraph 6 for further information about the security interest in the Credit Union’s personal
property.

Prudential Reserve

The Credit Union is required by the Trust Deed to maintain a prudential reserve. The general reserve and retained
earnings comprise the prudential reserve. The Trust Deed requires that the Credit Union transfer an amount equal to
10% of the Credit Union’s gross income from interest and rent receipts to the prudential reserve until it reaches and
is maintained at 10% of the total tangible assets of the Credit Union.

Other Charges and Financial Ratios
Under the Trust Deed and Deed of Modification dated 26 November 2010, the Credit Union has covenanted that it
will not grant any charge or other security interest in priority to or ranking equally with the security interest granted
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in favour of the Prudential Supérvisor, without the Prudential Supervisor’s written consent. The Credit Union has
further covenanted, subject to the terms and conditions contained in the Trust Deed:

(2) mnotto permit its total liabilities to exceed 90% of its total tangible assets;
(b) ot to permit its secured liabilities to exceed 1% of its total tangible assets;
(c) notto permit its liquid assets to be less than 8% of its total tangible assets;

(d) not to permit our liquid assets to be less than 115% of any deficit arising from the contracted principal and
interest due to us in the next 3 months less the aggregate of 20% of the principal due on specified securities,
100% of the interest due on those specified securities (in each case based on contractual maturities) and 20%
of our undrawn committed lending facilities;

(e) not to permit the total amount of interest or dividends paid in cash over a six (6) month period or more, to
exceed cash actually received over the same period;
(f)  to ensure that it has sufficient assets at times to discharge all debts as they fall due;

(g) not to permit the aggregate of its secured investments, unsecured investments and listed securities, to exceed
15% of its total tangible assets;

(h)  notto permit the aggregate of its unsecured investments to exceed 1% of its total tangible assets;

(i) to ensure that at all times its capital ratio is not less than 10% if it does not have a credit rating,. The
capital ratio is calculated in accordance with the provisions of the Deposit Takers (Credit Ratings, Capital
Ratios, and Related Party Exposures) Regulations 2010;

()  to ensure that at all times the aggregate exposure to telated parties does not exceed a maximum limit ratio of
15% of capital. This ratio is calculated in accordance with the provisions of the Deposit Takers (Credit
Ratings, Capital Ratios, and Related Party Exposures) Regulations 2010; and

7
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consented in writing. Such borrowing is not to exceed 15% of the Credit Union’s total paid up share capital
and reserves, unless the borrowing is to fund expenditure of a capital nature subject to the prior approval of
the Prudential Supervisor.

The Prudential Supervisor has agreed that in calculating the amounts under 8.3(g) above, the amount of $82,152
being part of subordinated capital notes issued by the Association on terms further set out in Note 10 to the financial
statements in the Third Schedule, may be disregarded. This means that most of the investment in capital notes
issued by the Association is not included as part of the calculations of unsecured investments pursuant to the Trust
Deed, for the purposes of calculating the financial ratios required to be maintained by the Credit Union.

Under the Trust Deed the Credit Union also gives other covenants to the Prudential Supervisor in order to better
assure the performance of its obligations to its members. Some of the most important covenants which the Credit
{ Union has given are:

\\\\\

J To comply with the Act, its rules and all applicable laws relating to govemnance matters;

. To meet all its registration, filing and reporting obligations;

] To provide copies of all communications to and from regulatory bodies;

. To meet all obligations to security holders;

. To notify the Prudential Supervisor immediately it becomes aware that an event has occurred which
would allow the Prudential Supervisor to review the Credit Union’s compliance with the Trust Deed

(“Review Event”) or to enforce its rights under the Trust Deed (“Enforcement Event™);

. To maintain its register of members, comply with all its obligations, pay its debts in a timely manner
and conduct its business in a proper and efficient manner;

. To comply with the Prudential Standards Manual prepared by the New Zealand Association of Credit
Unions (“the Association”) with the approval of the Prudential Supervisor;

. Not to declare dividends or (except with the consent of the Prudential Supervisor) issue shares while
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in breach of the Trust Deed or Securities Act 1978;

. Not to change its rules without the prior consent of the Prudential Supervisor;

. Not to acquire or dispose of any asset from or to, or engage the services of, any associated person (as
that term is defined in the Trust Deed, and including directors and trustees of the Credit Union) other
than for full market value, on an arms-length basis and in the ordinary course of the Credit Union’s
ordinary business and after having given not less than 10 business days’ notice of its intention to do so
to the Prudential Supervisor;

. To promptly provide to the Prudential Supervisor written notice of all present and afier-acquired serial
numbered personal property and such other details as are necessary to enable the registration of a
valid financing statement or financing change statement in respect of the Credit Union’s personal
property by the Prudential Supervisor;

. At all times comply with a risk management programme that meets the requirements of the NBDT
Act; and

. At all times to comply with an Anti-Money Laundering and Countering Financing of Terrorism
(AML/CFT) compliance programme that complies with the requirements of the Anti-Money
Laundering and Countering Financing of Terrorism Act 2009 and its Regulations.

The Credit Union is also required to furnish the Prudential Supervisor with half-yearly un-andited and annual
audited financial statements prepared in accordance with generally accepted accounting practice. The directors are
also required to furnish the Prudential Supervisor with a quarterly certificate detailing the Credit Union’s
compliance with the ratios set out in the Trust Deed and whether any security interests have been created or
permitted to exist in respect of the Credit Union’s personal property, as well as with monthly internal accounts
(except in respect of those months which end a quarter in respect of which a quarterly certificate is supplied).

The Trust Deed gives the Prudential Supervisor wide ranging powers to enforce the Credit Union’s obligations
under the Trust Deed including where there have been breaches of the financial ratios and obligations set out above.
These enforcement powers include, but are not limited to, giving directions to the Credit Union, appointing a
receiver, or requiring the immediate payment of all monies secured by the Trust Deed. Members requiring further
information as to the Credit Union’s covenants, the enforcement powers of the Prudential Supervisor are referred to
the Trust Deed, a copy of which is lodged with the Registrar of Friendly Societies and Credit Unions at the
Companies Office whose address is listed in the Directory. The Prudential Supervisor is entitled to rely on the
Directors’ Quarterly Certificate to assess whether or not the Credit Union is complying with its covenants under the
Trast Deed.

84  Prudential Supervisor’s Obligations
The Prudential Supervisor is appointed to act in the interests of the members of the Credit Union, by monitoring the
compliance by the Credit Union of its obligations under this Prospectus, its Rules, the Trust Deed and the Act. The
L Prudential Supervisor is under a duty to exercise reasonable diligence to ascertain whether or not the Credit Union
has:

(a) commitied any breach of the Trust Deed or any of the conditions of issue of the shares, in which case the
Prudential Supervisor must do all the things that is empowered to do to cause any breach of those terms to be
remedied (except if it is satisfied that the breach will not materially prejudice the security of the shares); and

(b) sufficient assets to meet its obligations to members, as they fall due.

The Prudential Supervisor must do all the things that it is empowered to do to cause any breach of the terms of the
Trust Deed to be remedied (except if it is satisfied that the breach will not materially prejudice its security, or the
interests of members).

8.5 Prudential Supervisor’s Statement
There is attached to the Fifth Schedule, a statement by the Prudential Supervisor that at the date of this Prospectus:

(a) the offer of the shares in the Credit Union, complies with any relevant provisions of the Trust Deed;
(b}  the Prudential Supervisor does not guarantee repayment of any monies or payment of any interest that may
become payable by the Credit Union to any member.

8.6  Other Restrictions on the Credit Union
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Certain sections of the Act provide restrictions on the Credit Union that are not set out anywhere else in this
Prospectus. Section 101(2) of the Act provides that a ¢redit union may take no action or do anything which is not
directly pursuant to or incidental to its objects or in furtherance of them or is in contravention of the Rules or the
Act. The objects of the Credit Union are set out in paragraph 1.2 of this prospectus under the heading “The Credit
Union”.

A credit union is not incorporated. Section 112 of the Act provides that all the Credit Union’s property vests in the
trustees for the use and benefit of the Credit Union’s members. The names of the current trustees of the credit union
may be found in the Sixth Schedule.

Section 113 provides that the Credit Union may hold an interest in land or buildings in accordance with and as
authorised by its Rules and Trust Deed. There is no specific authorisation to allow this in the Credit Union's Rules
and Trust Deed as at the date of this Prospectus. The Credit Union may also hold an interest in land as security for a
loan to a member,

Under section 117 the Credit Union may invest its surplus funds only in accordance with its rules and the Trust
Deed or with the Association or a bank carrying on business in New Zealand.

OTHER TERMS OF OFFER AND SECURITIES

Some provisions of the Act make an investment in a credit union unique. In addition to those sections listed under
“Other Restrictions on the Credit Union™ at 8.7 above, the following should also be noted:

Section 114 of the Act requires the officers of a credit union to give security for the proper performance of their
duties. This may be done by having one or more people stand surety for his obligations or by including the security
in the insurance policy offered under section 133 (see below) or by a specially authorised friendly society,
association of credit unions or by an insurance company. The obhgahons of the ofﬁcers of the Credlt Union are
secured by insurance policies included in the Comfal group ins : anag

The Credit Union is also required to be insured against fraud or dishonesty. The Credit Union has an insurance
policy included in the Comfal group insurance program, managed by the Association, in compliance with its
obligations under the Act.

Risks
Risk, in terms of your investment with the Credit Union, relates to the chance of you not getting your investment
back, or receiving a lower return than you expected. All investments have some level of risk.

The main risk of you not getting your principal money back from the Credit Union is where the Credit Union
becomes insolvent. The principal risks that may affect the solvency of the Credit Union, and consequently any
investment with the Credit Union are set out below.

The main risk of you receiving a lower return than expected is where the Credit Union does not make enough
money to be able to pay the returns you may have expected. The prircipal risks that may affect the profitability of
the Credit Union are also set out below.

1. Competition and Market

Under the Act the Credit Union is restricted as to the persons it may accept as members.

This restriction is called the Credit Union’s Common Bond, and it is specified in the Credit Union’s Rules
(also in this Prospectus under the heading "The Offer"). As the Credit Union is competing with banks, other
Credit Unions and companies operating in the savings and loans market, restrictions on membership
provided by the Common Bond may affect the Credit Union’s profitability and the returns payable to
members as it can only borrow from, and lend to its metnbers. The membership restrictions also limit the size
of the Credit Union, and in the savings and loans market size and scale allows an entity to effectively
compete with major trading banks and obtain a lower cost of funds. While this risk is inherent in a credit
unjon by its nature and cannot be mitigated, it also provides a credit union with a point of difference which
the Credit Union attempts to leverage in the market. The Credit Union has statutory "social" objectives and
provides a different form of service to its members than that of a trading bank or finance company.

2. Common Bond Limitations (Credit Risk)
Because of Common Bond Limitations, in the Credit Union’s case being those associated with a geographic
area and also a particular industrial employer, the Credit Union is vulnerable to any economic downturn in
the industry or region reflected in it’s Common Bond. More information on the concentration of funding is
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provided at note 15 to the Financial Statements in this Prospectus. The Credit Union is also likely to be
vilnerable to any natural disasters or other regional phenomena that occur in the area associated with the
Credit Union’s Common Bond. This creates a general industrial and geographic credit risk that is inherent in
the nature of a credit union with what is called an industrial common bond. These limitations provide both a
geographic concentration of credit risk and operational risk, meaning the Credit Union's solvency and
profitability may be affected should an adverse event impact the area of geographic concentration or specific
industry. This could also affect the Credit Union's ability to physically operate its business. To balance the
credit risk, the Credit Union has a lending policy that results in high numbers of small sized loans, with
minimal concentration of credit risk to a single individual member. To balance the operational risk, the
Credit Union has put in place disaster recovery plans and has information technology and system back ups.

3. Interest Rate Margin Risk

The Credit Union, as a financial services provider, is subject to interest rate margin risks. This is where the
return on financial accommodation provided to members (i.e. interest rate on loans) falls below the cost of
borrowing funds for members (paid out in the form of dividends/interest). The Credit Union maintains a
policy of regularly reviewing the interest rates and distribution rates, and distributions are subject to the
approval of the Board to minimise any margin risk. The Credit Union also has the ability, contained in its
loan agreements, to alter interest rates by giving notice to borrowers. Because a credit union borrows from its
members (through member deposits) to lend to its members, any interest rate risk will affect the ability of the
Credit Union to provide the returns payable to members.

4. Liquidity Risk

The Credit Union faces Liquidity Risk where a significant number of members wish to withdraw their funds
and the Credit Union does not have sufficient cash on hand to meet such requirements. This risk is dealt with
by the Act, which allows the Credit Union to require not less than 60 days notice of withdrawal of funds.
Loans made by the Credit Union are also repayable on demand which allows liquidity to be maintained.
General liquidity risk is managed through the monitoring of actual and forecast cashflows; maintenance of
the prudential reserve; and monitoring maturity dates of assets and liabilities (ie the timing of when loans and
deposits or other investments are due to be repaid).

5. Prier Ranking Security

As identified in paragraph 7, the Credit Union has permitted a prior ranking security in respect to a
settlement bond held with the Association. The risk relevant to a prior ranking security is where, due to the
default of the Credit Union, that prior ranked security holder has the right to be paid from the settlement
bond before the Prudential Supervisor (on behalf of the members). This means the total value of the security
available for members is reduced by the size of any priority granted. To minimise the risk of a prior ranking
security the Trust Deed does not allow any security to rank in priority to the Prudential Supervisor's security
interest unless approved by the Prudential Supervisor, and subject at all times to a maximum size.

6. Lending Risk (Credit Risk)

Lending risk is the credit risk inherently involved in lending money to people where they may not repay the
loan amount, or make interest payments, and the lender (in this case the Credit Union) is unable to realise the
value of the loan through enforcement (against the borrower and also by realising any security taken as part
of the loan). Lending risk incorporates factors such as the value of the security provided by the borrower, the
nature of the security, and the ability of the borrower to service and repay the loan. The Credit Union has a
risk policy for loans to deal with this credit risk. The policy involves credit assessment of the borrower and
the security available; setting exposure limits for borrowers; monitoring and reviewing any arrears; setting
debt recovery reviews and maintaining internal andit of compliance with the lending policy.

7. Regulatory / Political Risk

At its most general level the Credit Union is subject to the risk of legislation being enacted that affects the
Credit Union in a materially adverse way. As the Credit Union itself is a statutory entity, any changes to the
Act or related regulations will have an impact on the Credit Union, and certain changes may have an impact
on the availability of the Credit Union to repay its members or provide returns on investment. Because of its
size, the direct cost implications of compliance with regulatory regimes such as the NBDT Act and
associated regulations, Anti-Money Laundering and Countering Financing of Terrorism regulations and the
Financial Advisors Act 2008 (to name a few) reduce the profitability of the Credit Union. The Credit Union
cannot mitigate these general risks, but through its membership with the Association carries out compliance
programmes to stay current with any proposed legislation and carry out the necessary implementation to
minimise the cost impact on the Credit Union.

In particular, the Credit Union is subject to compliance with the Non-Bank Deposit Takers (NBDT)
requirements. Failure to comply with the NBDT requirements could result in the Credit Union being required
to cease trading. The NBDT requirements currently applicable to the Credit Union are:
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~ Risk Management: We are required to have a risk management programme that outlines how the Credit
Union identifies and manages its key risks. This programme is to be submitted to, and approved by, the
Prudential Supervisor.

- Capital: We are required to maintain a minimum capital adequacy ratio of 10%. As at 31 August 2014 our
capital adequacy ratio was 23.89%.

= Related Party Exposure Limits: Related party restrictions place a limit on our aggregate credit exposures to
all related parties as defined in our Trust Deed. Our related party exposures should not exceed 2 maximum
limit of 15% of capital, As at 31 August 2014 our related party ¢xposure was 7.2%.

- Liguidity: Liquidity regulations require every NBDT and its Prudential Supervisor to ensure that the
NBDT's trust deed include one or more quantitative liquidity requirements that are appropriate to the
characteristics of the NBDT's business, and that take into account the liquidity of the NBDT. Under our Trust
Deed:
{ liquid assets must be maintained at or above 8% of total tangible assets. As at 31 August 2014
our lquidity ratio was61.6%; and
(i) from 31 October 2014, a liquidity mismatch ratio of at least 115% must be maintained..

= Licensing: Bvery NBDT is required to be licenced by 1 May 2015. The Reserve Bank will only grant a
licenee if it is satisfied that the applicant will be able to comply with the NBDT Act and any relevant
regulations and it has received a suitability notice for each director and senior officer. We have submitted an
NBDT licence application to the Reserve Bank. We are waiting on the assessment of our license application
from the Reserve Bank

8. Unrated Offeror

The Credit Union is not rated because it 1s operatmg under an exemptwn from the NBDT Act to have a credlt
rating. The exemption is s¢ q

creditworthiness of the Cred1t Umon is not rated by an approved ratmg agency The exemphon applxes
because the Credit Union has liabilities of less than $20 million, making it unduly onerous and burdensome
to comply with the requirement under the NBDT Act to have a credit rating, Not being rated means there is
no rating agency who has performed an in depth analysis of the Credit Union and is monitoring the
performance of the Credit Union, thereby giving investors an independent view of the Credit Union’s state of
affairs,

9. Operational Risk

Due to the size of the Credit Union there is an operational risk associated with the fact that there is limited
segregation of duties among Credit Union personnel. In the Credit Union's case almost all operational
matters are conducted by only a couple of people. This in turn leads to potential risks in respect to checks and
balances, and oversight of work carried out. There may also be 'key personnel' risk which is inherent in an
entity where heavy reliance is placed on a limited number of people. The Credit Union has specific
committees such as the Audit Committee to monitor internal and financial compliance, and regular board
reporting for management to ensure continuity of operational information.

10.  Insolvency
While the various risk factors addressed above may relate to the solvency of the Credit Union, should the
Credit Union actually become insolvent then this will affect the returns payable to members and the ability of
members to receive their money back.
All the terms of the offer of shares in the Credit Union are set out in this Prospectus, other than those:
(a) implied by law; or
b) set-out in 2 document that:
() is registered with a public official;

(if)  is available for public inspection; and
(ii)  is referred to in this Prospectus.

10. PLACES OF INSPECTION OF DOCUMENTS
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10.1 Credit Union
Each member and prospective member is entitled to obtain on request and free of charge, the most recent copies of:

() the Credit Union’s Rules;

(b) this Prospectus, any material contracts, and the Trust Deed (including the Deeds of Modifications and
Amendment); and

{c) the Credit Union’s most recent audited financial statements.

The documents can be requested and/or inspected during normal office hours from the offices of the Credit Union.
The Credit Union’s contact details are included in the Directory.

10.2 Companies Office
Copies of:

(a8 the Credit Union’s Rules;

(b) this Prospectus, any material contracts, the Trust Deed and Deeds of Modification and Amendment;
(c) the Credit Union’s audited financial statements; and

(d) all other documents relating to the registration of the Credit Union.

are also filed on a public register at the Companies Office, and are available for inspection through the Companies
Office website www.companies.govt.nz [under “Search other Registers™ organisation number 1802861]. Copics
may also be obtained by telephoning the MBIE Business Service Centre on (0508) 266726. A fee may be payable.

1. OTHER MATERIAL MATTERS

The Credit Union is a financial co-operative and not a registered bank pursuant to the terms of the Reserve Bank of
New Zealand Act 1989.

Financial Markets Conduct Act 2013

The Financial Markets Conduct Act 2013 ("FMCA") is the new law that will govern how financial products are
created, promoted, end sold. It also sets out the responsibilities of those who offer, deal in and trade financial
products. The FMCA was passed into law in September 2013 and comes into force in phases. The first phase began
on 1 April 2014 and the second phase commenced 1 December 2014,

Under the second phase, new governance and disclosure requirements will begin applying on a transitional basis to
all issuers. Under the transitional period an existing issuer, such as the Credit Union, can choose the date on which it
will opt in to the FMCA regime. This transitional period expires on 30 November 2016, by which time all issuers
must have opted in to the FMCA regime.

To opt in to the FMCA regime, the Credit Union will need to:
L (a) give the Financial Markets Authority 20 working days' notice of its intention to opt in to the FMCA regime;
(b) publish a product disclosure statement for all new offers of financial products;
(c) ensure there is a licensed supervisor designated as the trustee under the Trust Deed; and
(d) make periodic disclosures on an online register as and when required.

There are no material matters relating to the offer of shares under this Prospectus, other than those set out in this
Prospectus (other than contracts entered into in the ordinary course of business).

12. SUMMARY FINANCIAL STATEMENTS

The financial summary of the Credit Union for the five (5) years ended 31 August 2014 as required by clause 8 of
Schedule 2 of the Securities Regulations 2009, where applicable, are set out in the First Schedule,

13. FINANCIAL STATEMENTS

The audited financial statements of the Credit Union for the twelve months ending 31 August 2014 have been
registered under the Financial Reporting Act 1993 on 03 December 2014, The financial statements comply with the
requirements of the Financial Reporting Act 1993. A copy of the financial statements is attached as the Third
Schedule.
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14.

ACQUISITION OF BUSINESS OR SUBSIDIARY

The Credit Union has not acquired a business, nor did any body corporate become a subsidiary of the Credit Union,
in the two (2) years preceding the date this Prospectus was delivered to the Registrar of Financial Service Providers
for registration.

AZH-101424-26-35-V1:AZH



18, DIRECTORS STATEMENT
The directors after due enquiry in relation to the period between the date of the latest financial statements as
attached to the Third Schedule, and the date of registration of this Prospectus, are of the opinion that no
circumstances have arisen that materially adversely affect:
(a) the trading or profitability of the Credit Union;
(b)  the value of the Credit Union’s assets;
{©) the ability of the Credit Union to pay its liabilities due within the next twelve (12) months.

SIGNED BY the directors of the Alliance Group Credit Union

W Ko

"Dean Ronald Susan Gillespie

Ve

Charles Hay

Angeld Gillespit
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FIRST SCHEDULE
SUMMARY FINANCIAL STATEMENTS

Summary of Comprehensive Income (in NZ $) for the years ended 31 Angust

2014 2013 2012 2011 2010
NZIFRS NZIFRS NZIFRS NZIFRS NZIFRS
Interest revenue 195,796 191,783 180,708 196,722 197,505
Other revenue 75,522 71,178 56,915 25,995 42,267
Total revenue 271,318 262,961 237,623 222,717 239,772
Employee benefits 127,555 126,138 116,651 110,963 111,526
Bad and doubtful loans 474 8,280 3,608 3,657 4,545
Depreciation 1,826 2,825 4,309 2,749 2,019
Interest expense 10,052 7,474 13,429 12,745 11,819
Other expenses 125,972 113,353 95,414 75,431 78,540
Total expenses 265,879 258,070 233411 205,545 208,449
Total comprehensive income 5,439 4,891 4212 17,172 31,323

Statement of Changes in Equity (in NZ $) for the years ended 31 August

2014 2013 2012 2011 2010
NZIFRS NZIFRS NZIFRS NZIFRS NZIFRS
Opening equity 680,467 675,576 671,364 654,192 622,369
Operating profit for the period 5,439 4,891 4,212 17,172 31,323
Closing equity 685,906 680,467 675,576 671,364 654,192
Statement of Financial Position (in NZ $) as at 31 August
2014 2013 2012 2011 20190
NZIFRS NZIFRS NZIFRS NZIFRS NZIFRS
Cash and cash equivalents 38,936 25,378 51,358 123,311 60,086
Deposits at NZ Association of Credit Unions 1,565,000 1,430,000 1,330,000 1,055,000 1,050,000
Trade and other receivables 17,000 17,653 16,988 13,675 15,034
Loans to members 887,469 966,450 916,916 960,898 1,062,378
Capital notes 87,771 87,7711 87,711 87,771 83,015
Property, plant and equipment 6,804 4,793 7,618 8,794 6,832
Total assets 2,602,980 2,532,045 2,410,650 2,249,449 2,277,344
Trade and other payables (49,764) (39,065) (32,373) (21,674) (17,340)
Employee entitlements (21,182) (17,297) (14,026) (11,321) (7,234)
Members® deposits (1,846,128) (1,795,216)  (1,688,675)  (1,545,090) (1,598,578)
Total Habilities (1,917,074) (1,851,578)  (1,735,074) (1,578,085)  (1,623,152)
Net assets 685,906 680,467 675,576 671,364 654,192
2014 2013 2012 2011 2010
‘ NZIFRS NZIFRS NZIFRS NZIFRS NZIFRS
Net cash from operating activities 22,976 25,294 22,220 33,357 32,228
Net cash from (or used in) investing activities (59,856) (157,568) (237,759) 83,356 29,575
Net cash from (or used in) financing activities 50,438 106,295 143,585 (53,488) (52,832)
Tatal net increase (decrease) in cash held 13,558 (25,979) (71,954) 63,225 8,971
Cash at the beginning of the financial period 25,378 51,357 123,311 60,086 51,115
Cash at the end of the financial period 38,936 25,378 51,357 123,311 60,086
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Notes to Summary Financial Statements

1. The Summary Financial Statements are for the public benefit entity Alliance Group Credit Union (“the Credit Union”).

2. The Credit Union is a public benefit entity domiciled in New Zealand and registered under the Friendly Societies and Credit
Union Act 1982.

3. The Summary Financial Statements have been authorised for issue by the Board on the date of this Prospectus.

4. The Summary Financial Statements have been extracted from the audited full Financial Statements for the years ended 31
August 2010, 2011, 2012, 2013 and 2014 which were authorised for issue on 9 November 2010, 28 October 2011, 8
November 2012, 22 October 2013 and 11 November 2014 respectively and are presented in New Zealand dollars which is
the Credit Union’s functional and presentation currency. All values are rounded to the nearest dollar. The Summary
Financial Statements have been prepared in accordance with FRS-43 (“Financial Reporting Standard No. 43”) Summary
Financial Statements subject to the Securities Regulations 2009.

5. The full Financial Statements for each relevant period have been audited and each auditors' report is unqualified, with no
matters of emphasis.

6. The Summary Financial Statements are a summary of the full Financial Statements and do not include all the disclosures
provided in the full Financial Statements and they cannot be expected to provide as complete an understanding as provided
by the full Financial Statements. A copy of the full Financial Statements can be obtained by referring to paragraph 10
headed “Places of Inspection of Documents” on page 15 for details.

7. There have been no changes to accounting policies and these policies have been consistently applied throughout the years
presented.

8. The full Financial Statements, from which these Summary Financial Statements have been extracted, have been prepared in
accordance with the requirements of the Financial Reporting Act 1993 and Generally Accepted Accounting Practice in
New Zealand ( “NZ GAAP™). The full Financial Statements for the years ended 31 August 2010, 2011, 2012, 2013 and

2014 comply with New Zealand equivalents to International Financial Reporting Standards (“NZ IFRS™), as appropriate
for public benefit entities.

9. No significant events have occurred between the balance date and the date of the authorisation of the full Financial
Statements.

10. The presentation currency is $NZ.

11. There are no contingent liabilities.
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SECOND SCHEDULE
AUDITORS’ REPORT
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 Crowe Horwath.

Crows Horwath
Now Zealand Audit Parinership
Member Crowe Horwath Intemational
Fvamsrgla Spey“ 0810 New Zeeland
n Zea

24 February 2015 Tel +64 3 211 3355
Fax +54 3 218 2561

The Directors www.crowehorwath.co.nz

Alliance Group Credit Union

PO Box 208

INVERCARGILL

Dear Directors

We, the undersigned Auditors, were appointed to act as Auditors to the Credit Union in accordance
with section 122 of the Friendly Societies and Credit Unions Act 1882. We are qualified to act as
Auditors in this instance pursuant to clause 123 of the Friendly Societies and Credit Unions Act 1982
and clause 2C of the Securities Act 1978.

We have audited the Financial Statements of the Credit Union attached to the Third Schedule of the
Credit Union’s Prospectus. The Financial Statements provide information about the past financial
performance and cash fiows of the Credit Union and its state of affairs as at 31 August 2014, provided
pursuant fo clause 17 of Schedule 2 of the Securities Regulations 2009. The information is stated in
accordance with the Accounting Policies set out in the Financial Statements.

Directors’ Responsibilities

The Directors are responsible for the preparation and presentation of Financial Statements which give
a true and fair view of the state of affairs of the Credit Union as at 31 August 2014 and its financial
performance and cash flows for the year ended on that date.

Auditors Responsibilities

We are responsible for expressing an independent opinion on the Financial Statements prepared and
presented by the Directors and reporting our opinion in accordance with the Securifies Regulations
2009.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the
Financial Statements. It also includes assessing:

The significant estimates and judgements made by the Directors in the preparation of the Financial
Statements;

Whether the Accounting Policies are appropriate fo the Credit Union’s circumstances, consistently
applied and adequately disclosed.

We have conducted our audit in accordance with Generally Accepted Auditing Standards in New
Zealand. We planned and performed our audit so as to obtain all the information and explanations that
we considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the Financial Statemenfs are free from material misstatements, whether caused by fraud or by
error. In forming our opinion we also evaluated the overall accuracy of the presentation of information
in the Financial Statements.

Other than as Auditors, we have no relationship with or interest in the Credit Linion.

Crowe Horwath New Zealand Audit Partnérship is a member of Crowe Horwath Infernational, a Swiss veren. Each mamber firm of Crawe Horwath is
a saparate and Independent legal entily.
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Unqualified Opinion
We have obtained all the information and explanations we have required.

In our opinion:
a) proper accounting records have been kept by the Credit Union as far as it appears from our
examination of the records;
b) the financial statements provided pursuant to Clause 17 of Schedule 2 of the Securities
Regulation 2009:

i) comply with generally accepted accounting practice; and
ii) give a true and fair view of the state of affairs of the Credit Union as at 31 August
2014 and its financial performance and cash flows for the year ended on that date.

Our audit was completed on 11 November 2014 and our unqualified opinion was expressed as at that
date,

Historical Summary of Financial Statements and Ranking of Securitles

In respect of the amounts stated pursuant to clauses 8 (1) and (2) of Schedule 2 of the Securities
Regulations 2009 as set out in the Summary Financial Statements in the First Schedule of the Credit
Union’s Prospectus; and clause 13 of Schedule 2 of the Securities Regulations 2009 provided in
respect of the ranking of securities in the Credit Union's Prospectus, in our opinion the amounts have
been correctly taken from the audited Financial Statements of the Credit Union.

Directors’ Responsibilities

The Directors are responsible for the preparation of this Prospectus, including the Financial
Statements and Historical Summary of Financlal Statements contained therein. If is our responsibility
to report on the matters contained in this Report.

We take no responsibility for, nor do we report on, any part of the Prospectus not mentioned in this
Report.

; .
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Invercargill, New Zealand
CHARTERED ACCOUNTANTS

Crowe Hoiwath New Zealand Audit Parinership Is a member of Crowe Horwath Intemational, a Swiss verein. Each member fiim of Crowe Horwath Is
& soparate and independent legal eatity.
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24 February 2015

The Directors

Alliance Group Credit Union

PO Box 768

Invercargill

Pear Directors,

AUDITORS LETTER OF CONSENT

We, the undersigned auditors, hereby confirm that pursuant to regulation 18 (1)(c)ii) of the Securities
Regulations 2009, we hereby give consent to the inclusion in the Credit Union’s Prospectus dated 24
February 2015 of our report dated 24 February 2015, in the form in which it is included. We also
confirm that we have not, before delivery of a copy of the Prospectus for registration, withdrawn our
written consent to the issue hereof.

Yours faithfully

Crone o =

Crowe Horwath New Zealand Audit Partnersh

Crowe Horwath New Zealand Audit Parinership is a member of Crowe Horwath Infernational, 8 Swiss vereln, Each member firm of Crowe Horwath is
a sgparate and independent legal entity.
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. Fax +64 3 218 2581
To the Members of Alliance Group Credit Union www.crowehorwath.co.nz

Report on the Financlal Statements

We have audited the financial statements of Alliance Group Credit Union on pages 1 fo 24, which
comprise of the balance sheet as at 31 August 2014 the statement of comprehensive income, statement
of changes in equity and statement of cash flows, for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Director's Responsibility for the Financial Statements

The directors are responsibie for the preparation of financial statements in accordance with generally
accepted accounting practice in New Zealand and that give a true and fair view of the matters fo which
they relate; this includes the design, implementation and maintenance of internal control relevant to the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor'’s Responsibility

Our responsibility is to express an oplnion on these financial statements based on our audit. We
conducted our audit in accordance with Intemational Standards on Auditing (New Zealand). Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgement, including the
assessment of the risks of material misstatement of the financlal statements, whether due to fraud or
error. In making those risk assessments, the auditor considers intemal control relevant to the entity’s
preparation of the financlal statements 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 econtrol. An audit also inciudes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates, as well as evalualing the presentation of the financial
statements.

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

Cther than in our capacity as auditor we have no relationship with, or interests in, the credit union.

Opinion
In our opinion, the financlal statements on pages 1 to 24

+ comply with generally accepted accounting practice in New Zealand,;

s give a true and fair view of the financial position of Alliance Group Credit Union as at 31 August 2014
and the results of its operations and cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

We have obtained all information and explanations that we have required. In our opinion, proper
accounting records have been kept by the Credit Union in accordance with section 60 of the Friendly
Socleties and Credit Unions Act 1982 ag far as appears from an examination of those records.

Crowe Horwath New Zealand Audit Partnership

Invercargiil, New Zealand
CHARTERED ACCOUNTANTS
11 November 2014

Crowe Horwath New Zealand Audit Parinership Is & member of Crowe Horwath internetional, a Swiss verein. Each member firm of Crawe Horwath Is a
separafo and indepandent legel entily.
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ALLIANCE GROUP CREDIT UNION

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 AUGUST 2014

Note 2014 2013
$ $

Iinterest revenue 2 195,796 191,783
Interest expenditure 2 10,052 7,474
NET INTEREST REVENUE 185,744 184,309
Other Income 2 75,622 71,178
TOTAL REVENUE 261,266 255,487
EXPENDITURE

Bad & doubtful debts 2 474 248
Employee benefits 127,555 126,138
Depraciation 2 1,826 2,825
Other expenditure 2 125,872 121,387
TOTAL EXPENDITURE 255,827 250,586
Total Comprehensive Income 5,438 4,801

The altached notes to ihe financlal statements form part of and should be read In conjunction with the financlal statements

Page 1



ALLIANCE GROUP CREDIT UNION

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 AUGUST 2014

Retained Other Total
Earnings Reserves Reserves
$ $ $
Balance at 1 September 2012 551,963 123,613 675,576
Total comprehensive income 4,891 - 4,891
Total recognised income 4,891 E 4,891
Transfers to and from reserves:
‘ - general reserve {3,000) 3,000 -
Balance at 31 August 2013 553,854 126,613 680,467
Total comprehensive income 5,430 ) 5,430
Total recognised income 5,439 “ 5,439
Transfers to and from reseives: ' -
- prudential reserve - - -
- general regserve (3,550) 3,550 -
Balance at 31 August 2014 555,743 130,183 685,806
f:f’ 0

I8 Bigrked for
fderuification
Purpores . f
L, R
Hg 2 . s
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‘The attached notes to the financlal statements form part of and should be read I conjunction with the financial statements

Page 2
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ALLIANCE GROUP CREDIT UNION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 AUGUST 2014

Note 2014 2013
$ $
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 195,620 188,883
Fees and commissions received 73,159 70,173
Bad loans recovered - 630
Other income 2,363 375
Interest paid (7.677) (6,543)
Payments to suppliers and employees (240,489) (228,204)
Net cash provided by/(used in) operating activities 25 22,976 25,294
CASH FLOWS FROM INVESTING ACTIVITIES
Net movement in members' loans 78,981 (67,568)
Purchase of property, plant and equipment {(3,837) =
Net movement in short term investments (135,000) (100,000)
Net cash provided by/(used in) investing activities (59,856) {157,568}
CASH FLOWS FROM FINANCING ACTIVITIES
Net movement in member deposits 50,438 108,205
Net cash provided by/{used in) financing activities 50,438 106,295
Total net increase/(decreass) in cash held 13,558 {25,979)
Cash at the beginning of the period 25,378 51,357
Cash at the end of the period 38!936 25@78
S ROB
) %ﬁ>
& Marked for =
{ Fdewificnsh i
; Prgpogay w
U g

Page 4

The atfached notes fo the financlal statements form part of and should be read in conjunction with the financial statements.




ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

Reporting Entlly

The Credit Union Is registered under the Friendly Societles and Credit Unlons Act 1982 and is demiciled in New Zaaland. The Credit Union Is an
issuer for the purposes of the Financial Reporting Act 1883, The financlal report is a8 general purpose financial seport which has been prepared
In accordance with the Financial Repaorting Act 1893, the Friendly Socleties and Credit Unlons Act 1982 and rejevant Securities Regulations.

These financial statements have also bean prepared in accordance with New Zealand Generally Accepted Accounting Principles ('GAAFPY).
They comply with New 2Zealand equivalents to International Financlal Reporting Standards {NZ IFRS™) and other applcable Financlal Reporting
Standards, as appropriate for public benefit entities for the benefit of their members, The presentation cunrency Ia $NZ

The financigl statements of the Credit Union wera authorised for issue by the Directors on 7 November 2014,

Nature of Business
The purpose of a Credit Union Is fo promote savings among lts members and to use those savings for their mutual benefit.

The Credit Union is restricted in its borrowings and members contribute to the Credit Unlon by way of share subacriptions. The shares cannot
be transfered or sold. Members are able io withdraw their funds subject to certain conditions, The Credit Unlon makes loans t members or
invests funds on the members’ behalf. Interestand other income are received by the Credit Union and Interest is paid to depositing members in
the form of interest on shares,

The Credit Union operates predominantly In one industry, being the fnvestment of members® funds. All operations are based in New Zealand.

Trust Deed

To mest the requirements of The Sacurities Act 1978 a Trust Deed was enferexi into on the 30 November 2001 between the Trustees of the

Credit Union and Trustees Executors Limited. Trustees Executors Limited as the Prudential Supervisor was appointed to act in the interests of

the mambers of the Credit Unlon by monitaring the compliance by the Credit Union of lts abligations, its Rules, the Trust Deed and the Friendly

godggzsu%nd m Unions Act 1682, In addition, the Prudential Supervisor is under duty to exercise reasonable diligence to ascertain whether
B8 ni :

{a) committed any breach of the Trust Deed or any omewxdmarlssueofﬂwsham, and
) sufficient assets to meet its obligations to members, as they fall

1. SIGNIFICANT ACCOUNTING POLICIES

Tha foliowing is a summary of the material accounting policles adopted by the Credit Union in the preparation of the financial report, Except
where stated, the accounting policies have been consistently applied to all periods prasanted

{a) Measurement Base
The financial statements have been prepared on a golng concem bas!s in aceordance with the historical concept. The presentation currency used
in the financial stafement ia the New Zealand dollar.

{b) Recelvables Due from other Financial institutions

Receivables from other financial institutions are primarily sstfiament account balances due from banks, New Zealand Association of Credit
Unions (NZACU) and other credit unions. They are brought to account at the gross valua of the oulatanding balance. interest is brought to
sccount in the Income statement on the effective interest basis,

{c} Financial instruments Recognition
Flnandxﬂtlg?bu”mm are initially measured fair value plus transactions costs. Subsequent to Initial recognition these Instruments are measured
asseto

Flnancial assets at fair value through profit and loss
The Credit Unlon has no financial assets at fair value through the Income statement as defined in NZ 1AS 39.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted In an active market and are
stated at amortised costs using the effective interest rate method.,

Held-to-maturity investments
The Credit Union has no held-io-mahurity Investments,

Fen gj;r aron |
Farpogoy

Ly zfsxjﬁ”"
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

Avallablo for Sale Financial Assets
Capital Notes are defined as available for sale Financial Assets. The capital notes are measured at cost as its fair value could not be measured
reliably as there is no active market for this investment.

Financlal lfablities
‘The Credit Unlon has no financial liabilities at fair value through the income statement as defined in NZ 1AS 38,

{d) Members’ Shares (Deposits)

Members’ shares in the Credit Union have characteristios of both debt and equity ms!mments Forthe purposes of financial , members’
shares are racorded debt Instruments as they are essantially savings accounts in nature, All payments of dividends on these shares are
;':.t:gr'dat:i‘l_l as le:t raymems Members have the right to one vole at the meetings of the Credit Unlon, regardiess of how many shares they

nthe nion.

deposits are brou mmumatcostlmmondemkhbmugmmmurnmanacurualbaels Interest accrusd et balance
dateienhmasapaﬂofo#w

) Revenue

ganﬂnMstRcvanue
Loan Interest is calculated on the dally loan balance outstanding and is charged in amears to the mambers loan account on the repayment date.
Loan interest is recognised in the Income statement using the effective Interest rata method.

investment Interest Revenue
investment Interasi revenue Is recognised cn a proportional basia taking into account the interest rates applicable to the financial assets.

Fees & Commisslons Revenue
Feas and commission are brought fo account on an accrual bagis once a right to recelve consideration has been attained.

Loan Origination Foes Rovenua
Where loan originetion fees are not material these are taken to ravenus when the loan ia drawn down, Fees collectad represant relmbursement
of costs incurred as epecified by the Credit Contracts and Consumer Finance Act 2003 (CCCFA).

(9} impaimment - Loans & Advances

g&mmwwbmmmwwmmmmlsanyobjediveevldmﬂutanybanormupoﬂoamis
ThuamantproﬁdedhrlmpaldebambdduanyanmdﬂmbnaxﬂTherdamulsmdurdaissuedbyNZAcUenaNe
memlnfmmpmhbnbbebuedonapedﬂcpacenma the loan batance, contingent upon the length of time the repayments are in arrears,
and the securily held. This approach is adoptad by the MUnhnlnaddﬂon,meboaldma}mapmwbnhrmmarrummme
,;o:!,l’or:;bﬂw/ofmadabhlsmddaeddouhwlbyuﬁnmm expected losses In relation to loan portfolios where specific identificafion is

In addifon a statutory General Reserve as raguired by section 118 of the Friendly Society and Credit Unions Act 1082 is maintained to cover risks
inherent in the loan portfollos. Movements In the General Reserve for credit losses are recognised as an appropriation of retained samings.

Bad debts are written off when Identified to the provision for impaired loans.
‘The various components of Impalred asaets are as folfows:

"Non-acorual loans" are loans and advances for which there Is reasonable doubt thet the Credit Union will be able to collect all amounts of
principaf and interest in accordance with the terms of the agreement and provisions for impairment are recognised.

“Restructured loans® are loans where the original contractual terms have been modifisd o provide for concasslons of interest, principal or
repayment for reasons refated to financial difficulties of the member.

“Assets acquired through the enforcement of security® are assets acquired in full or partlal settiement of a loan or similar faciiity through the
enforcement of securtty aangements.

"Past-dus loans® are loans or similar faciliies that are considered past due when a counterparty has faiied to make a payment when contractually
due.

:{;é») L?{r wrﬁ; 453
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

(@) Derivative financlal instruments and hedge accounting
Derivatives (Inferast Rate Swaps) are not entered into by the Credit Union.

{h) Goods & Services Tax
The Credit Unlon Is not registered for GST as it operates in the financial sarvices industry. GST Is included in the amounts recognised as
expenses and assals.

(D) income Tax
No amounts have heen provided for Income Tax as the Credit Union's income from members is exempt under section CW 44 of the income Tax
Act 2007. income derived other than from members does not produce a faxable profit.

(J) Property, plant and equipment ("PPE"}
Eaehl class ?fpmperly, plant and equipment is carried at cost or fair value less, where applicable, adjusted for any accumulated depraciation and
Impalrment losses.

Plant and Equipment
Plant and equipment are measured on the cost basis less depreciation and Impairment losses.

The carrying amount of plant and equipment is reviswed annually by direcfors to ensure It 1s not in excess of the recoverable amount of these
assets. The recaverable amount is assessed on the basis of expecied net cash flows that will be recelved from the assets employment and
subsequent disposal. Any decrement in the carrying amount is recognised as an impainment expense in the Statement of Camprehensive Income
in the reporting period in which the impeirment loss occurs. The expected net cash fiows have been discounted to their present values in
dstermining recoverable amounts.

Depreciation

The depreciable amount of all property, plant and equipment including buildings and capitalised leased assets but excuding freshold Jand, Is
depreciated over thelr useful lives to the Credit Union commencing from the time the asset Is held ready for use. Leasehold improvements are
depreciated over the shorter of either the unexpired term of the lease or the eafimated useful life of the improvements,

Piant and equipment is depreclated on a iralghtline basis. A summary of the rates used is:
Computer Hardware 40%

The assels residual values and useiul lives are reviewed, and adjusted If appropriate, at each balance sheet date, Gains and losses on disposals
;are detarmined by comparing proceeds with the carmying amount. These gains and losses are included in tha Staterment of Comprehensive
ncome.

(k) Impairment Testing of Assets (excluding PP&E and Loans & Advances)

At each reporting date, the Credit Unlon reviews the carrying values of ifs tangible and intangible assets to determine whether there is any
Indication that those assels have been impalred. If such an indication exists, the recoverable amount of the asset, being the higher of tha asset's
fair value less costs fo sell and value in usa, is compared o the sssets camying value, Any excess of the assets carrylng value over s
recoverable amount is expensed to the the Statement of Comphrshensive income.

(i) Leases
Leases of propetly, plant and equipment, other than operating leases, whera substantially all the risks and benefits incldental to ownership of the
assst, but not the legal ownership, are transferred o the Credit Unlon are classified as finance leasss.

The creiit Union uses as its office, premises owned by Alliance Group Lid. No lease or rental expenses are paid in respect of the premisas.

(m) Employce Benaefits

Provision is made for the liability for employee benefits arfsing from services rendered by employees to balance date. Employee benefits that are
expected fo be settled within one year have been measured at the amounts expected to be paid when the liability is estiied plus related on-costs,
Employee benefits payable later than one year have been measured at the present value of the estimated future cash outflows io be made It
material,

{n) Comparative figures
Comparative figures are provided for the year ended 31 August 2043. The comparative figures are audited.

Page7




ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

%Summcnt of Cagh Flows .
Statement of Cash Flows is prepared using the direct approach.

Definltions of Terms Used in the Statement of Cash Flows:
"Cash” Inciudes coins and notes, demand deposits and ofher highly fiquid investments readily cnnveruble into cash and includes at call borrawings
such as nkoverdraﬂa, used by the organieation as part of their cash management.
"investing Activities" are those activities relating to the acquisition and disposal of curtent and non curvent investments and any other non- current
gssats,

*Financing Activities' are those activitias relatingto changes the size and composition of the capital structure of the Credit Union.
*Operating Activities" indude alf transactions and ather events that are not Investing or financing activities.

Neutting of Cash flows
Certain cash flows have been netted in order fo provide more meaningful disciosure as many of the cash flows are recelved and disbursed on
behalf of members and reflect the activities of the members rather than thoee of the Credit Union. These include members’ loana and borowings.

{p) Accounting Judgemants, Estimates and Assumptions

‘The preparation of the financial statements requires the use of manegement judgements, estimates and assumptions that affect reporied amounts
and the application of policies, The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable. Aclual results may differ from these estimates.

Management have made judgements when applying the Credit Union's accourting policies with respect to the daasification of financial instrument
recoghition,

The details of the critical ascounting estimates and assurmptions are set out In note 8 for the impalrment provisions for loans.

g} New and amended Standards & interpretations
The following new accounting standards and amendments to existing standards have been adopted by the Credit Unlan in the year ended 31
August 2014, The changes to the accounting standards have no material impact in the financial statements as a whole:

Amendments NZ IFRS 7 Financial nstruments

The amendments to NZ IAS 32 add application guldance to address Inconsistencies when determining whether finandla) assets and finandal
liabiiities could be offset.

Qualitative and quantitative disclosures have been added to NZ IFRS 7 relating to gross and net amounts of recognised financial Instruments that
are:

(a) set off in the statement of financial position and

(b) subject to enforceable master netting arrangements and simllar agreements, even If not set off in the statements of financial position.

The adoption of the amendments has had no impact on the recognition or measurement of financla) asset and liabilitles, and changes have baen
limited to additional note disclosure.

NZ IFRS 13 Fair Velue Measurement

NZ IFRS 13 establishes a single source of guldance for falr value measurements and disclosures about fair value measurements used. The new
standard does not Impact when fair value measurement Is required but has the patentlally ta Impact how the falr value Is determined.

The scape of NZ IFRS 13 is broad; it applies to both financial Instruments and non-financial instrument (J.e. property, plant and equipment
measured at falr vakie) where the standards require or permit falr value measurernent and disclosure of fair values.

The application of the new standard In the current year has not significantly changed the basis for determining the carrying amounts of assets
and Hakllities measured at fair value. The impact of the standard has been limited to additional note disclosure.

Financial Reporting Stendards Frozen
Public Benefit Entities {PBE’s)

The External Reporting Board {XRB) has introduced a revised Accounting Standards Framework. The revisad framework intends to introduce
Public Benefit Entity Accounting Standards (PAS) comprising international Public Sector Accaunting Standards (IPSAS), modified as appropriate for
New Zealend circumstances.

The Finandal Reporting Act 2013 was enacted in December 2013 and wili bring the revised framework into law. As a result the financtal reporting
requirements for public benefit entities are frozen in the short-term and that all NZ IFRS with a mandatory effective date for annual reporting
commencing on or after 1 January 201Fare not applicable to public benefit entities. Accordingly no disclosure has been made about new or
amended NZ IFRS that exclude public benefit entitles from their scope.

Under the revised Accounting Standards Framework the Union is expected to prepare annual financial statements In accordance iIn IPSAS based
standards for the first-time {or the year ended 30 June 2016.

The Governing Body Is currently assessing the Impact of {PSAS adoption on the annual financial statements of the Unlon, While changes in
presentation and additiona! disclosures are expected, significant changes to the measurement of the financial performance and position are not,
based on a preliminary assessment.

Standards and interpretations issued that are not yet effective
At the date of authorisation of these financlal statements, certain new standards and interpretations to existing standards have been published
but not yet effective, and have not been adopted early by the Unlon.

NZ IFRS 15 ~ Revenue from Contracts with Customers {effective date from 1 January 2017)

The new standard establishes principles for reporting about the nature, amount, timing and uncertainty of revenue arising from an entity’s
contracts with customers. It prescribes when an enttty will recognise revenue, how much revenue to recognise, and what disclosures to make
about revenue.

The core principle of the Standard Is to recognise revenue for the amount of consideration due to an entity In exchange for the goods and
services provided to the customer. This is done following a 5 step process:

Edhmm 4o Bdamiths thon mambommt o ridbde Slan asinbinmn e
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

MEP LI FIENATY Y CONLUALT WILTN LTIE CUSLOIMES;

Step 2: identify the performance obligations in the contract;

Step 3: Determine the transaction price;

Step 4: Allocate the transaction price to the performance obligations in the contract; and

Step 5: Recognise revenue when {or as) the entity satisfies a parformance obligation by transferring control of an asset to a customer. This may
be at a point in time (typlcally for goods), or over time {typically for services).

Based on the shori-perlod of the average revenue contract entered into by the Unian, the new standard Is not expected to have a significant
impact on the timning of current revenue recognition. However the Directors are still conducting further analysis of the impact of this new
standard.

A number of new standards and interpretations have been Issued but are not yet effective for the current year-end. The reported results and
financial position of the Unlon is not expected to change on adoption of these pronouncements as they do not result in any changes to the
Union’s existing accounting policies. Adoption will, however, result in changes to information currently disclosed in the financial statements,
The Unfon do not intend to adopt any of the new pronouncements before their effective dates.

2 REVENUE AND EXPENDITURE

2014 2013
Interest Revenue $ $
Interest on Loans 141,085 140,612
Interast on Investments 54,416 50,802
Other Interest 205 288
Total intorest Revenue 165,766 101,783
Interest Expenditure
irtereston Membars CalrSnarss 10,062 7474
Interest on Members Term Shares - -
Interest on Qverdraft from NZACU - -
Other Intereat - -
Total inferest Expendiiure 10,052 7474
Nat interest Revenue 185,744 184,308

2014 2013
Other ncome $ $
Feoes 84,263 62,083
Bad Debts Recovered - 630
CGommissions : 8,808 8,110
Othar income ' 23838 376
Tota/ Other incoms 75,522 71,178

2014 2013

$ $

Total Operating Revenua 271,318 262,881
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

Othar Expenditure
Auditors Remuneration
Eytemal Audit
Audit of Financial Statements
Audit of Directors Cextificates & Prospectus

Directors Expenses and Training
Donations Made / Community Support
Other Expenses

Totai Other Expendifure

Bad and Doubtful Debts
Bad Debts Written Of
Provision for L.oan Impairments

Total Bad and Doubtiul Debts

Depreclation Expenditure
Office Fumiture and Equipment

Total Depreciation Expenditure

3 INTEREST PAID

2014 2013
$ $
8,207 8,683
360 881
465 151
817 1,000
115,114 110,692
125,972 121,387
474 248
- 8,034
474 8,280
1,828 2,825
1,826 2,825

Interest is paid to depositing members and rejates to the Credit Union’s abliity 1o pay the Interest At times during the period the Credit
Union may offer depositars epecial accounts that have a pre-set intarest rate. Interest rates applled to members’ deposits for the period
were:

§1 Shares Account

§2 Off Geasnn Account
86 Loan Provider Account
87 Christmas Club

Page 10
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0.00%
0.00%
8.00%

2013
0.00%
0.00%
0.00%
3.00%

Flerifiaton
Fyrpises
‘ P

-7
R




ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

4

RESERVES
Reserves at 31 August 2014
l: Retained Eamings] Genersl Reserve  Total Members' Reaewa;l
Balance brought forward 553,854 126,643 680487
MLt M-S
Operating profitfor he period 5,430 . 5439
Transfer toffrom retained eamings 3,650 550 -
[Balance carried forward 566,743 130,183 685,008
The Reserve % to Total Assets 21.36%] 5.00% 26.35%
Resarves at 31 August 2013
Retained Eami General Reserve ‘l;c@_l_Me__m___bers_‘_R_gg_em;J
Balance brotght forward 551,963 123,613 875,576
Operating profit for the period 4,801 - 4,801
nsfer i i
Tral toffrom retained eamings (3.000) 3,000 .
Balance carvied forward 553,854 128,813 880,457
[The Reserve % to Total Assats 21.87% 5.00%]| 26.87%
Retalned Earmnings
Reserve arfsing from retained profits aceumulated from operations.
General Reserve

A Ganeral Reserve has been established In accordance with $118 of the Friendly Socisties and Credit Unlons Act 1982 which
requires the Credit Union to transfer 5% of gross eamings fo the General Reserve until the General Reserve is the equivalent of

5% of total assets, andhereaﬁermalnhlnedﬁ% of total assets. The reserve may not be disfributed until the Credit Unlon ks

5 py b gt Ry PO

a;TooﬂsetIossesmwebymecredRUnhnonhamm members', and
b) To such persons of such amounts in such special clrcurnstances, as the Registrar, on application, may approve.

Total Reserves
The Trust Deed requires that the {olal reserves, including retalned eamings, of the Credit Union emount to at least 10%
of the total assets of the Credit Union.
CASH AND CASH EQUIVALENTS
Interest
','!m 2014 2013
$ §
Cash & Bank 0.04% 38,836 25,378
Deposits at NZ Association of Credit Unions 3.36% 1,565,000 1,430,000

1,603,936 1,455,378

The Credit Union does not hold fradeable sacurities. Effecfive Interest rates are the original copiracted values, Movements in
market rates will not affect the recorded value of investments. The deposits with the NZACU’s central banking facility are
excess funds held by the Credit Union. The NZACU minimises ite exposure to cradit risk by mainlaining a diversified portfolio
with controls over maturity, counter parly and concentration of invastment risks.

£ ,
{% Marked for 'ﬁ‘}
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

L TRADE AND OTHER RECEIVABLES

Accrued Interast
Prepayments

7 LOANS TO MEMBERS'

2014 2013
$ $
11,074 10,808
5,026 8,765
17,000 17,653

Loans are madie in accordence with the fending policy of the Credit Union and are repayable on demand. A provision for impaimment
has been made at the end of the reporting period. Bad loans are written off against the provigion for impairments.

(a) Loans 1o members comprises:

Neither Past Due nor Impatred
Past due but not impaired
Impaired individually

Impaired -Collectively

Gross Loans

Lesg:

Allowancs for Impalrment individually
Allowance for Impaliment collactively

Net

{b) Credit quallly - Security dissection

Seoured by members shares

2014 2013
$ $
708,848 807,682
92,877 101,515
- 8,163
14,846 7.958
606,368 885,348
8,183
18,898 10,708
887,469 968,450
2014 2013
$ $
456,308 478,892
458,308 478,802

It Is impractical to provide a valuation of the securfly held against loans due to the large number of assets to be valued to arrive at the
amount,

{c) Crodit qualily - Concentration of Joans

() Loans to Individual or related groups of membars which exceed 10% of member
funds in aggregete

(i) Loans to members are concentrated to Individuals employed by Alliance Group Ltd

(i) Loans fo members are concentrated solely in New Zealand and principally within the
common bond of the Credit Union

(iv) Loans drawn down by member type:

Loans to natural persons
Parsonal loans and facliities
TOTAL

Page 12

2014 2013

Nt NI
100% 100%
100% 100%
2014 2013

$ $
906,368 585,349
906,368 085,349
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

8 IMPAIRMENT OF LOANS AND ADVANCES

{a} Provision for Impairment 2044 2013
$ $
Balance as at 01 September 18,888 10,865
Addition / (reduction) in provision - 8,034
Bad Debts written off to provision - -
Asset acquired through tha enforcement of sacurity - -
Other Adjustments - -
Balance at 31 August 18,809 18,899
{b) Provision for impalrment Calculation
Provision per Prudential Standards (impaired collectively) 18,898 18,808
Additional Specific Provision (impaired Individually) - -
Closing Balance 18,868 18,809
& Period of iImpairment % of Balanoe
£ 31 days 1o 80 days 20%
01 days to 180 days 40%
181 days to 270 days 80%
274 days to 365 days 80%
Over 365 days 100%
Unautherised O/D Savings 100%

Ke, umptlons In determining the provision for impairment :
In the courss of the Pmparaﬂonngrme annual repott the Credit Union has determined the likely impairment loas on loans which
loan repa naecordanea Ioancon'aad, orwhere there is other evidence of polential impairment

In identifying the impaimment likely from these events the Credit Unlon Is required to esﬁm the potential impairment usl

isngth of time the loan Is In arears and the historical lossas arising n tyeas.leen ralahvelysmallnumroﬁmpdred
loang, the drwmlancesmyvaryforeachloanoverﬂmresﬂing in higher or Jower impairment loases. An astimate is based on
the perlnd of impalment.

‘This provision is checked 1o Impaired foans and @n additional provision is mede if the Impairad loans are greater than the provision..

{¢) Impalred Loans Disclosure
2014 2013
Impaired loans as at balance date $
Balance of impaived loans 14,645 16,162
i o —
Estimated value of loans which is secured 7,985 115669

Analysis of loans that ars individually Impaired

Loans individually impaired are based on the age of the kaans and the

evidence that the members is unable to repay the debt In full, such as

notioe of bankruptey or default notice being issued. - -

Balance of the Individually impaired joans - -
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

IMPAIRMENT OF LOANS AND ADVANCES - Continued
2014 2012

Loans upon which interest is not being accrued $ $

Loans with provision for Impalrment - 8,183
Less: specific provision - 8,103
Loans with no provision for impairment - -

Total non accrual loans : - -

Restructured loans with no provision for impalrment L2 -

Assets acquired via enforcement of security {excluding loans reported)
Real Estate - .
Other - -

The puolicy Is to sell the assets via auction at the earllest opportunity after
measures to assist the member to repay the debls are exhausted.

{d) interest and Other Revenue recognised and foregone

Interest revenue on non-accrual and restructured loans - -
Interest foregone on non-accrual and restructured loans - -
Revenue on real estate acquired - -
Revenue on other asgets acquired - -

(e} Fair Valua of Assets Acquired

Assets acquired through the enforcement of secusity
Assets acquired through the enforcemant of security used by the Credit Unlon in its operations - -

(D Loans with repayments past due but not impalred 2014 2013
$ $
Past Due Loane 1 to 30 days 68,766 82,577
Past Due Loans 30 to 60 days 4,362 11,832
Past Due Loans 80 to 80 days 21,868 -
Past Due Loans 80 fo 120 days 63 7,108
2877 101!515
() Loans restructured
Loans that were past due or impaired that have been restructured by the Credit Union are 2014 2013
Restructured Loans not Impaired $ $
Balance of the Restructured loans - -

Estimated value of these loans which are secured  - -

8 PROPERTY, PLANT AND EQUIPMENT

2014 2013

{a) Classes of Property, Plant & Equipment $ §
Plant & Equipment
At cost 23,366 19,528
Accumulated depreciation (18,562) (14,738)
Accurmnulated impalrment losses - -

6,804 4,783
Total Property, Plant & Equipment 8,804 4!798
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

10

"

PROPERTY, PLANT AND EQUIPMENT - Continuad

w&ggmgmmofmdmdmm plant and equipment between the beginning and end of the current

Plant & Equipm’t Total
$ $

Balance at 1 Septamber 2013 4,708 4,783
Additions 3,837 3,837
Disposals @
Depraclation Expense (1.826) (1,826)
Impairment write-downs - L
Net Revaluation increment/(decrement) - -
Canrying amount at the end of the financial period 6,804 6.804
{c} impulyrment Losses

There was no impairment loss in respect of property, plant and equipment

CAPITAL NOTES

NZACU Business Services Division Trust Base Capital Notes (Capltal Notes), These represent monies invested with the
NZACU Business Services Division Trust for an open-ended term. The Gaplfal Notes constitute unsectured obligations of the
NZACU Business Servicas Division Trust and rank equally and wlthnut prhmy or pmrarance among ihermelves. The Caplhl

Noles rank aﬂer eredﬂors in the event of mevdndln

& Y FEa e el mion that is
the consent aﬂhe NZACU Buslness Servloes Division Trust Board of Directors. There Is no active market for these securitios
which have no guaranteed Interest rate retum.

Dividends are payable on a si monthly basis subject to the profitahility of the NZACU Business Services Division Trust.

2014 2013
$ $
Capital Notes at Cost 87,771 87,771
Less Impairment - -
87!771 871771
TRADE AND OTHER PAYABLES 2014 2013
$ $
Trade Payables 34,028 27,076
Accrued Interest Payable 8,428 8,054
Bulk Payees Payable 247 266
ATM Transaciions 8,138 1,680
EFTPOS Transactions 3,604 2,888
Inter CU Transactions 320 1,200
Employee Entifements 21,182 17,287
70,846 58,362
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

12

13

MEMBERS' DEPOSITS
Ordinary Shares
Savings Accounts

Chrlstmas Club
Loan Provider Account

Total Ordinary Shares

Total Members' Deposits

COMMITMENTS
{a) Future Capltal Commitments

The Credit Unlon has not entered inta any coniracts for the purchase of proparty,
plant and equipment.

{b) Finance Lease Commitments
‘The Credit Union has not entered into any Lease commitments

fc) Operating Lease Commitments
The Credit Unlon has not entered into any Lease commitments

(d) Outstending Loan Commitments

Loans and oredit facilities approved but not funded or drawn at the end of the
financlal year:

Loans approved but not funded

Undrawn overdraft, Ene of credit and Accesscredit

(e) Operating Leases Recaivabla
The credit Union has hot entered Into any lease commitments

Pege 16

2014 2013
$ $
871,952 868,758
430,430 344,340
743,748 764,118
1,848,128 1,785,218
e _17es2te
2014 2013
$ $




ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

14 STANDBY BORROWING FACILITIES
The Credit Union has a gross borrowing facility with NZACU of:

Currant
E Approved Facllity Borrowing  Nst Availabla
$ $ $
2014
Overdraft Facility 15,000 * 15,000
Stand by Facifity - - -
15,000 - 15,000
2013
Overdrait Facility 15,000 - 15,000
Stand by Fadiity - - -
15,000 - 15,000

ﬁmw

Currently the unused overdraft facllity is for $15,000 (2013, $15,000). The interest rata is 540% p.a and the penaly rate is
8.10% p.a. Thera are no material terms of use.

15 CONTINGENT LIABILITIES
There ars no contingent lebilities not provided for in the financial stataments. (2013, NIL)

16  SEGMENTAL REPORTING

The Credit Union operates In the New Zealand financial services industry with & concentration of members and activity at
Allience Group Ltd and families of the members.

17  EVENTS OCCURRING AFTER BALANCE DATE

A6

(2013, NIL)
18 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

‘The board had endorsed a policy of compliance and risk management fo suit the risk profile of the Credit Union.

Key risk management policias encompassed In the overall risk management framework include:
- Market Risk and Hedging Palicy management

- Credit risk managerment

- Liquidity risk management

- Operafions risk rmanagement

- Capital adequacy management

The Credit Unlon has undertaken the following strategies lo minimise the risks arising from financial instruments:

Market Risk and Hedging Poitcy

The Credit Unian is not expased to currency risk, and other price risk. The Credit Union does not frade In the financial
instruments it holds on its books,

The Credit Unlon is exposed to intarest rata risk arlsing from changes in market interest rates.

The policy of the Credit Union 1o manage the risk is to maintain a balanced “on book® sirategy by ensuring the net interest

rafe gaps between membess loans and members shares are not excessive. The policy of the Credit Union I8 not to

underiake derivatives to match the interest rate risks. The Credit Unions exposure to interest rate risk is set out in Note 20
- 'which details tha contrachual Interest change profiie.

The following tables summarise the sensitivity of the Gredit Union's assets and financial liabilities to 1% movement in interest
rate risk on the Credit Union's financial position and results. The 1% movement is used becauae this is the industry standard.

2014 Interest Rate Risk 2013 Interest rate Risk
1% +1% 1% +1%
Carrying Profitd Profits Canylng Profit & Profit &
Amount Equity Equity Amount  Equity Equity
Financial Assets

Bank deposits 1,565,000 (14,978) 14,978 1,430,000 (13,498) 13,498
Loan recelvables 906,368 061 §,061 068,450 __ (6,853) 9,853
030) 24,038 (23,351) 23,35

Financial Liabillties
Member deposits 1,848,128 _(18447) 18447 1,795,215_{17,811) 17,811
Total Incroase/ (Decrease) (6,582) 5,692 (5,540) 5,540
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

Tha Credit Unlon performs sensitivily analysis to measure market risk exposures, The mathod used in determining the sensitivity was

to evaluate the profit based on the timing of the interest repricing between the members' loans and members' deposits for the next 12

manths, In doing the calculation the assumptions applied were that

- The interest rate change would be applied equally over to the loan products and term depogits

- The rata change would be as at the beginning of the 12 month period and no other rate changes would be effective during the perfod

;1;1: ta:l? deposits would all reprice fo the naw interest rate at the term maturity, or he replaced by deposit with similar terms and
applicable

- All loans would be repaid In accordance with the curnent contractual repayment lerms

« The value and mix of call savings fo term deposits will be unchanged

- The value and mix of personal loans to mortgage loans will ba unchanged

Thera has been no change to the Credit Unlon's exposure to market risk or the way the Credit Union manages and measures market
riek in the reporting period.

Credit Risk - Loans

Credtt rigk s the risk that the other party to a financlal instrument will fall to discharge their obligation resulting in the Credit Union
incurring a financial loss, This usually occurs when debtors fall to setfie their obligations owing to the entity. The concantration of
credit risk with respect to loans and recelvables is limited to an Industry concentration amangst employeas (and their families) of
Allianca Group Lid., and almost exclusively from individuals residing within Southland and its satellite fowns. The credit policy is that
{oans and investments are anly made to mambers that are credit watthy.

The credit union has establshed policies or procedures over the:

- Gredit assessment and appraval of loans and facilities cavering acceptable rlak assessment and security requirementa
- Limits of exposure over the value to individual borrowers, non morigage secured loans, and concentrations to
geographic and industry groups considered at high risk of default
- Reassausing and review of the credit exposures on loans and faciiities
- Estabiishing ampﬁatepmvlslonsm recognise the impalnments of loans
- Debt recovery procadures
- Review of compSance with the above policies

Regidar review of compliance are conducted a8 part of the intemnal audit scope.
The risk of losses from the loans undesteken is primarily reduced by the nature and quality of the securify taken.

The Credit Union has a concerivation in the retall lending for members who comprise employesa and family of the Aliiance Group
Lid. This concentration s considered acceplable on the basis that the Credit Union was formed to senice these members, and the
employment concentraion s not exclusive. Should members leave the Indusby the loans continue and other smployment
opporiunities are avallable to the members fo faclitate the rapsyment of the loans. The Credit union has a geographical
concentration of retall lending in Southiand and fis satelite towns.

Dally reports monitor the loan repayments to detect delays In repayments and recovery action ia underiaken after 7 days If not
rectified. For loans where repayments are doubtful, external consultants are engaged to conduct recovery action once the loan Is
over 80 days In arrears. The exposures to losses arise predominanily in the non secure personal loana and facliities.

The significant accounting judgements are related to the determination of the provision for impairmant of loans are set outIn Note 8.

Credit Risk - Liquid Investment
Cradit risk is the risk that the ather parly to a financlal instrument will fzil to discharge their obligation resulting in the Credit Unlon
incursing a financlal loss. This usuatly accurs when debtors fall 1o settle their obligations owing to the Cradit Unjon.

There Is a concentration of credit risk with respect 1o Investment recelvables with the placement of investments in NZACU. The credit
policy Is that investments are only made ta Institutions that are credit worthy.

“The risk of losses from the liquid Investments undertaken Is reduced by the nature and quality of the independent rating of the investee
and the Emits to concantration on one entity.

The board policy is to place all of the Investments in the NZACU, an association set up fo support the member Credit Unions. This
association does not have a credit rafing. All other investments must be with New Zealand registered Banks.

Credit Risk - Equlty Investments
The Gredit Union does not have investments in equity investrents.
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

Liquidity Risk

Liquidity risk is the risk that the Credit Union may encounter difficulties raising furs to meet commitrnents associated with financlal instruments,
e.g. horrowing repayments. It i the policy of the Board of Directors that the Credit Union maintains adequate cash reserves and committed
credit faclifies 80 as to meet the member withdrawal demands when requested,

The Credit Union manages liquidity risk by:
- Continuously monitoring forecast and actuai daily cash fiowa
- Reviewing the maturily profiles of financial assets and fiabilities
- Maintaining adecuate reservea, liquidity support facilitiea and reserve borrowing facilities

The Credit Union has a standby borrowing faciiity with the NZACU to provide support 1o the Credit Union if necessary at short nofice.

The Credit Uinlon's policy Is to maintaln at least 10% of total assets as fiquid assets capable of being converted to cash within 7 days. The ratio
Is checked daily. Should the liquidiy ratio fall below this level, the management and board are to address the matter and ensure that the liquid
funds are obtained from new depesits or borrowing facilities avaflable.

The maturity profile of the financial liabliities, based on the contractual repayment terms are set out in the specific Note 18,

Operational Risk
Operafions risks relate to those risks arlsing from a number of sources including legal compliance, business continuity, data Infrastructure and
outsourced senvices fallures and employees errors.

S These risks are managed through the implamentation of policles and systems to monitor the likellhood of the events and minimise the impact.
System of intemal control are enhanced through:
s - the segregation of duties between employee duties and functions, including appraval and processing duties
- documentation of the policies and procedures, employee job descriptions and responsibliities, fo reduce the incldence of exvors and
aviour

inappropriate beh

- Implemsntation of the whistieblowing policies to promote a compliant culture and awareness of the duly to report exceptions by staff
- education of members 10 review thelr account stalaments and report exceptions to the Credit Union promplly

- effective dispute resolution procedures ta respond to members complaints

- effective Insurance arrangements o reduce the Impact of losses

- contingency plans for dealing with the Joss of funclionality of systems of premises or statf

- regular reviews by the intemal auditor

Capltal Management

———mmm under the Friendly Societies and Credit Union Act 1682, There Is a alatutory requirement over the minimum
reserves required to be maintained. in addition the Credit Unlon operates under a frust deed which requires fhe minimum reserves to be held
by the Credit Union to be 10% of total assets. The Credit Union reserves st the end of the reporting pericd are as stated in Note 4.

The Credit Unlon's capital Is defermined as follows:
] 2014 2013
; 555,743 8§53
{ ] 130,183 126813
585,006 880 467

To manage the Credit Union's capital, which can be affected by excessive growth and by changes in fotal assets, the Credit
Unlon reviews the capital adequacy ratio monthly and monitors major movements in the asset levels. Policies have bsen
implemanied o reguire reporting o the board and the irustee if the capital ratio falls below 10%. Further, an annual capital
mdgamprojecﬂon of the capital level is maintained annually to address how strategic decisions or trends may Impact on the
capital
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 AUGUST 2014

MATURITY PROFILE OF FINANCIAL ASSETS AND LIABILITIES

Monetary assets and liabilties have differing maturfty profiles depending on the contractual term, and In the case of loans the
repayment amount and frequency. The associated tah

19

mature and be eligible for

outstanding will be repald based on the remaining period to the repayment dats assuming contractual

For term loans the above dissection is based upon contractual conditions of each Joan bein,
change In the event that current repayment conditions are varied. Fulure Interest R

expected future intorest cashflows arising from the contraciual abligations of the underlying monetaty assets and

represent the
liabliities respectively.

tvaie

e shows the period in which differant monetary assets and Habllities held will
renegotiation or withdrawal. In the case of loans, the table shows the period over which the principal

repayments are maintalned.

eomplled with and is subject to
and Future Interest Payable

Note that expectad maturities are simitar fo the confracted maturitles as below, except for members deposits which are due within
one month ars not expecied to be repaid but to continue at the same level fo provide continuing funds for the Cradit Unfon.

1 3-5 €12 Z5 | Overs
2014 On Gall | Month |1-3Monthe) Months | Months | 1-2years |  years yoars No Maturity Total
Monotary Assets
Receivable
Cash & Bank 38,936 - - - - - - - - 38,936
Depasits st NZACU - 15650,000 |1,015,000 - - - - - . 1,565,000
Trade and other
recelvables 17,000 - - - - - - - - 17,000
Loans to members -] 33,671 | 66,030 | 87,283 183,954 | 300,046 | 215484 - - 908,368
Derivatives - - - - - - - - -
Capital Notes - - - - . - - - 87,771 87,771
Future Interest
Receivable -1 11,111 ] 21,281 28,830 | 46,073 ] 656492 16,707 - - 184,342
Totel Monetary 58,938 1594,782 11,103,211 | 126,122 {230,027 | 386,478 | 235,191 - 87,771 2,789 417
Assels Recelvable
Within 1 1-6 | 6-12 285 Over§
2014 OncCall | Month |1-3 Months]| Months | Months | 12 yoars| years years No Maturity Toka)
Monetary Lisbillties
Payabla
Trade and other
payablas - | 70,948 - - - - - . 70,948
Members Deposits | 1,846,128 - - - - - N - 1,846,128
Short-term
borrowings . - - - - - - - . -
Future Interest
Payable - - - - - - - - - -
Total Monetary 1,846,128 | 70,948 - - - - - - - 1,817,074
Lisbliitios Payable
WHhIn 1 3-% 5-12 28 Over 6 |
|_OnCall | Month {1-3Months| Months | Months | 1-2 years [ysars yeoars No Maturity Total
2013 Monatary
Assels Recelvabla
Cash & Bank 25,378 - - - - - - - - 25,378
Deposits at NZACU 50,000 {640,000 { 740,000 - - - - - - 1,430,000
Trade end cther
recelvabiss 17,653 - - - - - - - - 17,653
Loans to members -1 34,3211 68,876 ]103,744 109,954 | 323,831 | 254,824 885,349
Derivatives - ) - - - - - - - -
Caplital Notes - -1~ - - - - - 87,771 87,771
Future Interast
Receivable - | 12001] 23,072 | 31487 51,479 | 83113] 27,584 - - 208,638
Total Monetary 93,031 {686,322 | 831,747 |135,181 | 251,433 | 386,944 | 282,358 - 87,771 2,754,787
Assets Recelvabls
n1 3 3-8 6§-12 28 Overs
On Call | Month M Months | Months | 1.2 years| years yaars No Maturity Total
2013 Monetary
Liabliities Payable
Trede and other
payables - | 66,282 - - - - - - - 58,362
Mambers Deposlis | 4 705216 - - - - - - - - 1,785,216
Shorttemn
borrowings - - - - - - - - - .
Future inforest
Payable - - - - - - - - - -
Total Monetary 1,795,216 | 56,362 - - - - - - - 1,851,578
Linbiifes Payable
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

21 OTHER CREDIT RISKS

‘ ;Maadmum Credit Risk Exposi
Gmdlt Union’s mum account the value of any collateral or ather in
other paries e SXposre, mﬂ'%ﬂ’:ngum ey B O e o et
amat.wmagnwngm nt of mue;swgs ndgmdmme Sheet,

;%ec mﬂonsmof ntrations of credit risk in relation 1o lom"ngly rg %I rge number of
Credit rigk is cu managed in accordance with the Prudi Standard reduaeﬂle(:nedn nlon’s exposura

ﬂo pohemlal fatiure oo'ﬁ to ni‘gat thair obligations under the contract ot arranggment

{c) Large Countesparties

The Credit Unlon has exposure to counter-parties as fquuwa:

N er of Counter-parties
Assets LiahHitles

Greater than 100% of equity 1 -
Batween 90% and 100% of equity
Between 80% and 80% of equity
Between 70% and 80% of equity
Between 60% and 70% of equily
Between 50% and 80% of equity
Between 40% and 50% of equily
Between 30% and 40% of equity
Between 20% and 30% of equity
Betwasn 10% and 20% of equ

DN TR S S T |

%M%mwﬁg%&%shwmmmyordaemedsewrity,mesewmrhasnotbeentakenimo
gl (b onfy b e 513 ST Halbn members, foe as @@gg - 13(;%?015 The
ey Yoo e . m%ﬁm-gmw "af!‘aﬁgi'%%m
Unsecured Loan §% of the value of the assets of the Credit Union and 5§ Years
Secured Loan 10% of the value of the assets of the Credit Union and 10 Years

‘The Registrar of Friendly Societies and Credit Unions has approved an exiension of the sacured loan term from 10 to 20 Years,

2014 2013
t: ‘The proportion of loans with repayments In arrears in excess of three months is: 1.00% 2.36%
Other than loans, there are no cther monetary assets in arears.
Loans to Members
Loans are for 2014 2013
The monthly repayments on the loans for the past period represent an average loan 27 months 26 months
2014 2013
The proportion of loans owed In aggregate by the debtors who owe the six largest amounts Is 10.43% 10.77%

There are no other monetary aseat receivables that exceed the individual value of these six largest loans.
The Cradit Union does not affer an overdraft fecilty.

22 CONCENTRATION OF FUNDING

The Credit Union's source of funding is members’ deposits. Accordingly, the funding is concentrated in and limited fo the area
of the ‘common hond' and consequently the Credit Union funding is almost exclusively from individuals residing within
Southland area and its sateliite owns., The Credit Unlon also has an industriel concentration of funding from employses and
families of Alliance Group Limited. The funding from members Is recorded as Members’ Shares In the Balance Sheet.
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

23

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Fair vajus has been determined on the basis of the present vaiue of expected future cash flows under the tarms and conditions of each
financlal asset and financial Kabillty. Significant assumpiions used in the determining the cash flows are that the cash flows will be
consistent with the contracted cash fiows under the respective contracts. The information is only relevant to drcumstances at balanca date
and will vary depanding on the contractual rates applied to sach asget and liability, relative to market rates and condftions &t the time. No
assats held are regulariy raded by the Credit Unlon. There is no active market to assess the value of the capital notes,

FairValue 2014 Book Value Variance Falr Value 2013 Book Value Varlance

$ $ $ $ $ $

FINANCIAL ABSETS

Cash and Bank 98,938 38,936 - 26,378 25,378 -
Depaosits at NZACU 4,588,000 1,565,000 - 1,430,000 1,430,000 .
Trade and other receivables 17,000 17,000 - 17,653 17,653 -
Daivatives » - - » - i
Loans to members 887 460 887469 - 866,450 986,450 -
Capital Notes 87,771 87,771 - 87,771 87,771 -
Totel Financial Agsets _%.596[176 2|59§176 - &527@52 5527@ -
EINANCIAL LIABN TIES

Trade and other payables 70,048 70,048 - 58,362 66,362 -
Short term borrowings . - - -
Deposits from members 1,840,128 1,846,128 - 1,785,216 1,795,216 -
Total Financlal Liabtiities 1|917|074 1,017,074 h _1&51 578 1,861 ﬁ?& -

The net fair value estimates wera detenmined by the following methodologles and assumptions:

FPinanclal Assets

Loans fo Membars

As detalled (n the accounting policles, loans are caried at estimated realisable value after providing for impairments. The directors beliove
that any differenoas between carvying velue and fair value are not meteriel because the loan periods are relalively short and can ba
changed o “on demand® by the frustees. In addition, interest rate differences belwsen lending dates and balance date are not significant,

Cash and Bpnk
The reported emount ls equal to fair value,

Recelvables

The reported amount takes into account the lkelihood of collecting the amounts owed. The Directors believs these amounts reflect fhelr
fair value.

Daerlvatives
Derivatives are usad by the Credit Unlon to manage exposure io fluciuations In intarest rates on Ioans. These contracts are re-priced
every 80 days and are reflected in the accounts at their fair value.

Investments
Investments are disclosed on the basis of the value ot the time of purchase. Any variance between market value and cost price is not
material.

Financlal Liabilities

Deposit from members

Diposits from members are accepted on the basis of a fixed value of $1 per share. Deposits not in whole dollars are deemed to be
advance subscriptions for shares. Dividends not paid in cash, and reinvested by members, are deemed to be subscriptions for shares and
add to the members’ share balance In the Cradit Union. The Directors believe the reported values reflect fair value.

Membere' shares are secured by a first ranking equitable assignment by way of security over the whole of the Credit Union's present and
future undertaking, property, assets and revenues, including the proceeds recsived for the subscription shares and unpaid capital (if any).
“The equitable assignment by way of security was granied In favour of Trustees Executors Limited, the Prudential Supervisor of the Credit
Union, under Trust Deed datod 30 November 2001, which has been registered with the Registrar of Companies.

‘The Credit Union has also granted to Trusteas Executors Limited a sectrity Interest in 2il its prasent and after-acquired personal property
ae additional securily for the mambers’ shares, Trustees Executors Limited has reglstered a financing &tatement under the Personal
Property Securities Act 1899 in respect of the same. The grant of this security interast was recorded in a Deed of Modification to Trust
Deed dated 24 Oclober 2002 which has been registered with the Ragistrar of Companies.

Other Liabliities
Accounts Payable are carrled at fair value,
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

24 DISCLOSURES ON DIRECTORS AND OTHER KEY MANAGEMENT PERSONNEL
2. Remuneration of key management parsons (KMP)

Key management of persons are those persans having autharity and responsibility for planning, directing and conirolfing the activities of the
Credit Union, directly or indirecily, including any director (whether execuiive or otherwise) of that entily. Control is the power to govem the
financial and operating policles of an entily so as to obtain benefits from its activities.

Key management parsons {KMP) has been taken to comprise the directors and the one member of the execulive management
respongible for the day to day financial and operational management of the Credit Unlon.

Tha aggregate compenstion of key management persons during the year comprising amounts paid or payable or provided for wes 8s
follows:

2014 2014 20138 2013
Directors Other KMP Directors Other KRP
$ $ $ 3

{8) short-term employee benefite % 58,838 = 57,263
{b) post-employment benefits ~ - - - -
superannuation contributions - - - -
(@) atherlong-term hanefits - net - - “ -
increases in long service leave B - - -
provision - - - =
(d) termination benefits » - - -
(e) share-based payment - - - -
Totat - 58,639 - 57,283

In the above table, remuneration shown as shoit term benefils means {where applicable} wages, salaries, pald annual leave and slck
laave, profit-sharing and bonuses, value of fringe benefits received, but exclikies out of pocket expense reimbursements,

The directors received no fees or honoraria for their services

The Credit Union deals with Directors and Trustees on the same terms and gonditions applied to all members,

2014 2013
Directors’ holdings at balance date are; $ $
Owing to Directars {Shares) 21,816 12,516
Qwing from Directors {(Loans) 28,471 43,008
‘Thera are no shares from direciors exceeding 12 months and all directors loana are repayable upon demand.

2014 2013

$ $

Owing tn Other related parties (Shares) 67,657 36,857
interest paid fo Other related parties 255 227
Owing from Other related parties (Loans) 18,974 13,075
Interest paid from Other related parties 2813 1,160

25  RECONCILIATION OF CASHFLOW FROM OPERATING ACTIVITIES WITH COMPREHENSIVE INCOME

2014 2013
$ $
Total Comprehensive Income
5,438 4,881
Non Cash ltems
Depreciation 1,826 2828
Bad Debis 474 248
Provision for Loan Impairment - 8,034
2,300 11,106
Changes in Assets and Liabilities
Movements in Accounts Receivable 853 €65
Movements in Accounts Payabie 14,5684 (6,083)
16237 {9,288)
Neat Cash Provided by /{(Used in) Operating Activities 22,976 26,294
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ALLIANCE GROUP CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2014

20 INTEREST RATE RISK

The Credit Union’s exposure to interest rate risk, which Is the risk that a financial instrument's vaiue will fluctuste as e result of changes in market
Interest rates and the effective weighted average interest rate on classes of financlal assets and financle! fiabilities, is as follows:

Floating Fixed Interest Rats Maturing in; Non-interest {Set six monthly In Total Weighted average
intetest rata sengitive arears effactive inferest
0103 months | 3106 months | 6 1o 12 months 1102 mgg_n___o_y_usvem d

2014 12013 2014 | 2013]| 2014 |2013]| 2014 | 2013 | 2014 | 2013 | 2014 | 2013 | 2014 | 2093 | 2014 | 2013 | 2014 | 2018 | 2014 | 2013

$000 | $'000] $'000 | $000] $'0v0 1000 $o00 | s'oo0 | swoo | sooo | sweo | sooo | $'woo | $o0o | $000 | $000 | $000 | $000 | goso | sooo | 2044 | 2013
| Monetary Assets
Cash & Bank 38l 25 39 26] 0.0a%!| 0.04%)
Deposits at NZACU 1,565) 1,430] 1,566 1,430  3.4%] 3.3%
Trade & other recelvables { 17 18 17 18] wa | wa
Loans to members 101] 103]  eor| 103 184 200] a0l  324]  218] 268 gos{  oces| 1a9%| 14.0%]
Capital Notes | + 1 | a8 88 88 s8]  so%  6.6%
Total Monetary Assets 39] 25| 1.ee6] 1633] 97| 103 184 200 aogJF 2241 18] 258 0 ol 17 18 83| 85| 2815] 2548
{Monetary Liabiiities ' l
Deposits 1,846] 1,796 1,846 1705 1% 1%
|Other payables ‘ | 71 68f 7 59| nal wa
Total Monetary Lisbllities 1846017080 o] o] 0 o] 0 0 of 0 of o 11f sal o ol 1917] 1881]

* The weighted average effective interest rate has been calculated on the Interest sensitive financlal instruments In sach category, N/A - Not Applicable.

(2) Capltal noles do not have any pre determined rate of interest, Interest is payable on a six monthly basis in amears subject to the profitability of the NZACU Business Services Division Trust. The last interest
payment was 7.17%. (2013: 6.40% per arnum),
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FOURTH SCHEDULE
SCHEDULE OF ACCOUNTS
[Paragraph 1.2 ( “Share Accounts™)
On Call Accounts
Name: SHARE ACCOUNT
Interest Rate (or method of calculation): 0%

Minimum Shareholdings: $1.00

Fees and Charges 30 cents per withdrawal
50cents per external transfer
$25.00 per stopped cheque fee

Special Purpose Accounts

Name: OFF SEASON ACCOUNT (OR ALTERNATIVE NAME)
Name: SPECIAL SAVER ACCOUNT

Name: BILL PAYMENT ACCOUNT

Name: DIRECT DEBIT ACCOUNT

Interest Rate (or method of calculation): 0%

Minimum Shareholdings: $1.00

Fees and Charges 30 cents per withdrawal
50cents per external transfer
$25.00 per stopped cheque fee

Name: XMAS CLUB ACCOUNT
Interest Rate (or method of calculation): 3%

Minimum Shareholdings: $1.00
Fees and Charges 30cents per withdrawal
50 cents per external transfer
$ 5.00 per early withdrawal
$25.00 per stopped cheque fee
Terms and Conditions of Account: Available for withdrawal from 1November to 31 January
Notice of Withdrawal Accounts

Name: LOAN PROVIDER ACCOUNT
Interest Rate (or method of calculation): 0%

Minimum Shareholdings: $1.00
Fees and Charges 30 cents per withdrawal
S50 cents
$20.00 per early withdrawal
$25.00 per stopped cheque fee
Terms and Conditions of Account: 14 days notice of withdrawal
Loan Application Fees
Fully secured with Loan Provider shares per loan § 30.00
$0 $4,999 per loan $ 50.00
$5000  $8.999 perloan $100.00
$9,000  $30,000 per loan $150.00
General Fees
Membership Fee per new member $ 1.00
Dormant Account Fee per dormant account per 12 months $20.00
Account Administration Fee Members, per 12 months $18.00
Account Administration Fee Social Clubs, per member $ 100 (toa maximmm of $50.00 per year)
Automatic Payment Set Up per automatic payment $ 3.00
Automatic Payment Amend/Defer per automatic payment $ 1.00
Dishonoured Outward Payments per reversal $10.00  (incl. direct debits, cheques etc.)
Stop Cheque Fee per stopped cheque $25.00
Foreign Currency*
Travellers Cheques/Foreign Cashper currency 1% of value
($5.00 minimum)
Telegraphic Transfer/Bank Draft per transaction $5.00
L] in addition to third party charges
Accesscard
Issue and Pin per card $ 5.00
Replacement per card $10.00
ATM per transaction $ 1.00
EFTPOS per transaction 30 cents

Overseas per transaction $10.00



FIFTH SCHEDULE

PRUDENTIAL SUPERVISORS STATEMENT
[Paragraph 7]
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Level 12 45 Queen Street PO Box 4197 Auckland New Zealand
TEL 09308 7100 DD 08 308 7118 FAX 09 308 7101
Email: shahazad.contraclon@inustees.co.nz

| Trustees Executors

24 February 2015

The Directors

Alliance Group Credit Union
Alliance Group Lorneville Plant
Riverton Highway 96
INVERCARGILL

ALLIANCE GROUP CREDIT UNION

Clause 14(3) of Schedule 2 to the Securities Regulations 2009 requires us to confirm that
the offer of securities (In this Statement referred to generally as “Shares”) set out in this
Prospectus complies with any relevant provisions of the Trust Deed. These provisions are
those which:

(i) entitie Alliance Group Cradit Union to constitute and issue under or with the
benefit of the Trust Deed (as the case may be) the Shares offered in the
Prospectus;

(i) impose restrictions on the right of Alliance Group Credit Union to offer the
Shares;

and are described in the summary of the Trust Deed in the Prospectus.

The Prudential Supervisor's statement does not refer to any financial information or to any
other material in the Prospectus which does not relate to the Trust Deed.

The Prudential Supervisor confims that the offer of Shares set out in the Prospectus
complies with any relevant provisions of the Trust Deed. We have given confirmation on the
basis set out above.

The inclusion of this Prudential Supervisor's statement in the Prospectus should not be
taken to imply that the Prudential Supervisor has responsibility for the material other than
the Prudential Supervisor's statement.

The Prudential Supervisor does not guarantee or provide any assurances as to the
repayment of the Shares or the payment of interest thereon. '

Yours faithfully
TRUSTEES EXECUTORS LIMITED
~ .

ol S

4 /'
Shahazad Contractor
CORPORATE BUSINESS MANAGER
CORPORATE TRUST

Trustees Executors Limited financlal Protection since 1881

wvwww. trugtess.conz



SIXTH SCHEDULE
DIRECTORATE
{Paragraph 3.1}

Director’s Name and Address  Title Qualifications Experience

Dean Ronald Trustee/Director , 1 year as Credit Union Director
19 Helmsdale Street Chairperson
Invercargill
Charles Hay Trustee/Director Co-op Money Cert 14 years as Credit Union Director
95 Albert Street Co-op Money Advanced
Invercargill Cert

In Credit Union

Governance
Mary Winsloe Director/Trustee N/A 3 years as Credit Union Director
49 Gray Road, RD 4
Invercargill
Robyn Colyer Director/Internal N/A 2 years as Credit Union Director
283 Orion Road, RD 6 Audit Committee
Invercargill
Susan Gillespie Treasurer/Securitiecs  Co-op Money Cert 15 years as Credit Union Director
15 Aerodrome Road, RD 6 Registrar NZ Diploma in Business
Invercargill Manager

Director

Virginia Howden Secretary 1LB 2 years as Credit Union Director
11 Branxholme Makarewa Director/Internal
Road, RD 6 Audit Committee
Invercargill
Angela Gillespie Director NZ Diploma in 1 year as Credit Union Director
7 Dudley Street Competitive
RD4 Manufacturing
Invercargill Management

Certificate in Business

Systems
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