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

Securities Act (Credit Unions) Exemiption Notice 2010, whereby the Credit Union has been granted an
-exemption from comphance with sections 37A (1)(d), 51,52 and 54 of the Securities Act:1978and’
clauses 1(3) and 12.0f Schedule Twe of the Securities Regulations 2009 and regulation 40 of the
Securities Regulations 2009 (insofar asthat regulation deems clause 1 (2) and 3 of the Schedule 15 of
the Securities Regulations 2009 t6'be contained in the Credit Union®s Trust Déed),

The Deposit Takers (Credlt Ratings Minimum Threshold) Exemption Notice 2009, whereby the
Credit Union has been granted an exetnption from the requirement to have a credit rating pursuant to
the Reserve Bank of New Zealand Act. 1989. More details regarding the ¢xemption are set out on page
17.

All legislation referred to within this dociiment can be viewed at www.legislation.govi.nz

The creditworthiness of the Credit Union is not rated by a ratmg agency approved
by the Reserve Bank of New Zealand under section 157J of the Reserve Bank of
New Zeaiand Act 1989.




KEY INFORMATION SECTION

The following is a brief summary, of information-which will be important in making a decision 1o invest in the Credit
“Union. It is intended to dssist you in reading the Prospectus only. It is riot intended as a substitute for the

information contained in the Prospectiss.

Credit Union

The Credit Union is a financial co-operative offering financial services to its customers, who.aré called members:

Members who have accounts in the Credit Union are the owners of the credit union and they elect their board of
directors.

The assets of the Credit Union are legally owned by a trustee, who is.elected by the members of the Credit Union.
The trustee holds the assets of the CreditUnion for the use and benefit of the Crédit Union and its members.

On 19" April 2013, the Credit Union appointed Corporate Trust Limited (trading as Foundation Corporate Trust) as
statutory trustee of the offer under this Prospectus for the purposes of the Securities Act:1978. For.more information
concerning the role of the Statutory Supervisor refer to paragragh 8 (Provisions of Trust Deed and Other Restfictions
'on-the Credit Union) of this Prospectus.
Offer Terms

= This Prospectus provides important information concerning a secured offer of shares in the Credit Unigh.

¢ Sharesare issued at $1.00 and must be paid in cash,

»  Shareholders of the Credit Unijon aré termed ‘members’.

e Shares are not transferrable. For more information concerning what happens to the shares on a member’s
death, and as to shares generally, see section 1.5 (Shares) of this Prospectus,

s  While shares are usually available for withdrawal on call (unfess the terms and conditions of a share account
provide otherwise) the Friendly Societies and ‘Credit Unions Act 1982 provides that a 60 day notice period

for withdrawals may be required.
¢ No persons guarantee the repayment of the shares, or the payment of any returns on shares with the Credit
Union. '
Benefits

¢ The rate of return on shares depends on the type of share account which you invest in, the terms and
conditions of that share account; the rate of return currently offeréd on that account, the minimum amount
of shares required to be held in that account, the term of the investment and the timing of repayment. Theé
terms and conditions of share accounts are set out in the Fourth Schedule of the Prospectus.

» Asamemberyou have a right to vote on ceftain matters relatiﬁg to the Credit Union, for example the

election of a.director. On every matter determined by a vote; you will be entitled to one voté itrespective of

the number of shares held by you.



Key Risks and Other Matters

Credit Risk: this is the risk of people to whom the Credit Union has lent money not repaying their loans or

making interest. payments on time.

Liquidity Risk: ‘this is.the risk of the Credit Union not having sufficient cash tomeét share repayment
obligations.to members. This risk réquires the Credit Union to manage the matirity of loans.and balance
this 'with. the anticipated need to repay members’ shares. There has been historically and coritiriues to be a
liquidity mismatch between asset receivables:and liabilities payable within one month.

Members Rcturns the rate ofrctum on mcmbers shares depends on annua] surpluses bemg earncd

Costs

then the Crcdtt Umon may reduce the rate of remrn on members shares, pay no reium or reduce share
value,

Industrial Credit Union: the Credit Union is.an industry-based Credit Union with its common bond centred
around the health industry. As such, it is vulnerable to any downturn and consequent staff redundancies in
this industry, or any adverse change in the working cenditions.

Insolvency: ‘the Credit Union must remain solvent, meaning that is assets must exceed its liabilities and it
nust be able to meet its debis as they fall due.

The Credit Union could become insolvent and / or be wound up if a significant amount of the loans due for
repayment rémain unpaid for an-extended period of time, or if the Credit Union is, for any reason, unable to
pay its debts as they fall due,

- Gernieral Market Risk; the Credit Union will be affected by the state of the New Zealand and international

economies. Economic slowdowns or recessions will have a negative impact on potential and existing
members” saving and borrowing habits, which may have a consequential flow-on effect on the growth and
profitability of the Credit Union,

Other Matters: the Credit Union ran ata year to date loss for October, November and December 2012 and
as there was no surplus available for distribution to members, the Credit Union had to obtain permission
from the Prudential Supervisor to'pay interest toits members: For further details of this and other material
matters please see section 11 of this Prospectus. ' ~

\

You must pay for your sharesin the Credit Union. You will receive one shaie for every $1.00 paid by yéu.
You miust hold at least one share in the Credit Union.
In'addition to the cost of shares, you may be required 16 pay accouht and membership fees dnd-charges. The

types of fees and charges that may be payable by you to the Credit Union at the date of this Prospectus are
set out’in the Schedule 4 of this Prospectus. .



MAIN TERMS OF. OFFER
Naie:and Address of the Credit Union
Namg of Credit Union: Credit Umon Bay Health {the *“Credit Union™).
Registered Office: C/-'HB District Health Board, Omahu Rd, Hastings
Postal Address: C/-HBDHB, Private Bag 9014, Hastings
Ordinary office Hours: Mon-Fri 9.00am—4,00pm
Brarich Offices afid Service
Locations: Hastings, ¢/- HB District Health Board, Omahu Road, Hastings;
Agencies: Central Hawke’s Bay Health Centre, 1 Cook Street, Walpukurau,

Wairoa Hospltal Kitcherer Street, Wairoa.
Details of Registration

The Credit Union is a financial co-operative registered as a credif ‘imion under the Friendly Societies and
Credit Unions Act 1982 (“the Act”). The Credit Union was reglstered on 13" July 1981 (registration
number 1802874). The “Act’ and all other legislation referred to in this Prospectus are available on the
New Zealand legislation website at www.legislation.govtnz. The Credit Union is also registered with the
Financial Service Providers Register under registration number FSP 36183.

- The Credit Union operates under rules prepared in accordance with the Act (“Rules”) which are registered
with the Registrar of Friendly Societies and Credit Unions (“Registrar™).

The Offer ’

This Prospectus contains important information about the offer to subscribe for $1.00 fully paid-up
redeeimable shares (“shares™) in the Credit Union. Sharéholders in the Credit Union aré called *members’.
The. offer of the shares is an offer of debt securities under and subject to the terms of the Securities Act
1978.

This offer is made to a section of the public, it’s ‘common bond - being:

(a) People working within Health Related Services and/or employees of Credit Union Bay Health
(including past employees of either)

{b) Any person who is a relative of a person referred to in paragraph (a) above

{c) For the purposes of paragraph (b) above, the term “relative” in relation to any person, means:
@ The spouse of that person, including any former spousé or de facto spouse:
(ii) 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) hereof.

The Credit Union originally appointed Trustee Executors Limited as statutory trustée of the offer for the

purposes of the Securities Act 1978, However, on the 19" April 2013, Trustees Executors Limited retired
as statutory trustee and the Credit Union appointed Corporate Trust Limited (trading as Foundation
Corporate Trust) as statutory trustee of the offer under this Prospectus for the purposes of the Securities Act
1978. Corporate Trust Limited (trading as Foundation Corporate Trust) is hcensed to fulfil this role
pursuant to the Securities Trustees and Statutory Supervisors Act 2011,

Please refer to the paragraph headed “Provisions of Trust Deed and Other Restrictions on the Credit Union”
on page 13 forfurther details on this appointment.

Description of the Activities of the Credit Union

The objects .of the Credit Union are essentially the promotion of thrift amongst its members by the
accurnulation of their savings, the use and centrol 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 (“the Specified Date”), has
been to provide a co-operative saving facility for members to form a loan fund and to make loans to
members from that fund.
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The Credit Union®s principal assets are its loan receivables generated by lending money to its members.
These loan receivables are the principal assefs that are charged as security pursuant to the T tust:Deed. The
Credit Union has hot granted any other charges over the principal assets. The principal fixed assets of the
Credit-Union are the resident building, computer equipment, furniture; fittings and office equipment and
office fit out. The fixed assets of the Credit Union arc-used solely for the purposes of furthering its objects
described above. The ‘principal assefs are subject 10 an equitable assignment and a security -interest in
favour:of the Prudential Supervisor as more particularly described on page 13:

Shares
(a) Shar@s ‘

Members contribute to the Credit Union by subscribing for shares. The shares offeréd under this Prospectus
rank equally with all other shares issued or to be issued by the Credit Union, and pursuant to the Credit
Union’s Rules 2 member cannot have or claim any interest in shares ‘of the Credit Union exceeding
$250,000.
The shares are lssued for $1.00-and cannot be allotted toa member until fully pald-up in cash. Paymentsof
payment of subsenptuon for addmonal shares
The Credit Union can decide how members will pay for shares that they subscribe for.
This may include payment by:

e Cash;

s  Way of personal or bank cheque;

*  Direct credit;

*  Automatic paymert; or

o Salary or wagededuction.
A member must hold at Teast one: fully paid-up share and & member’s shareholding canriot exceed 10% of
the total tangible assets of the Credit Union. This maximum shareholding is contained in the Trost Deed.
The shares may be held by two or miore members jointly. ‘The person named first in the Credlt Union’s
register of members will be-deemed to be the member to whorm the sharés are allotted.
Shares in the Credit Union are not transferable. Howevera member may nominate:a person to receive up to
a-maxirtium 'of $2,000 of the member’s sharehiolding on that member’s death. This nomination must bein

’ writing, signed by the member: and sent to the Credit Union’s registered office.
The Credit Union does not issue share certificates to-members: On'request; and not more tharvevery six (6)
rmonths during the period of membership, the Credit Union ‘will forward a statement of account o each
member.:
A member may use the Credit Union’s intémet service, cellular TXT service or telephone service to.check
the balance of their'account, A menibér must obtain a log-in identification and password fromthe Credit
Union to use the internet service.
{b) Membership

Applications to subscribe for shares must be made on the Credtt Union’s standard apphcatlon form which is

-available on requestat the offices of the Credit Union. On dpplication, the prospective meémber must

provide proof of identity and pay for their initial share subscription. The application form together with the
full amount of the subscription payable may be delivered or-posted tothe Credit Umon The Credit Union’s

:contact details are included in the Directory,

The Credit Union will .only accept applications from people who fall within the Credit Unions *common®
bond® and who meet the membership ctitetia described tinder “The Offer” ahove. The board of directors of
the Credit Union (“Board”™) reserves the right to acceptior decline any gpplication without giving any reason

forits:decision.

The application form will also govern sibseqtient share subscriptions by the member.



(c)Voting Rights
Each member has only one vote, irrespective of the number of shares held by that member or as'to whether
the shares are held jointly with any other person(s). Where a share is held by two or more members jointly,
the first person named on the register of the members of the Credit Union-is the member entitled to vote. A
member who is a charitable entity or an incorporated society may appoint a representative to vote on its -
behalf.

{d) Types of Meetings

* Annual General Meeting
To be held no later than 90 days after the balance date each year (currently 31 March). At this meeting,
members may vote on matters which affect:the Credit Union,

»  Special General Meeting
The Chair of the Board of Directors must call a special general meeting on application of at least 100

members to consider the business set dut by the members in their application. The Board or the Trustee
may also resolve to call a special general meeting.

s  Meeting called by the Prudential Supervisor
The Prudential Supervisor may call a meeting of members to raise and discuss any issue relating to the
administrational affairs of the Credit Union.

-«  Meeting called by Credit Union

At the request in writing by the Prudential Supervisor or not less than one-tenth of the number of
members, the Credit Union must summon a meeting of its members for the purpose of considering the
financial statements of the Credit Union for its last preceding financial year or giving directions to the
Prudential Supervisor in relation to the exercise of its powers.

Members must be given notice of any meeting as prescribed by the Rules, the Trust Deed and the
Securities Act (Credit Unions) Exemption Notice 2010.

(e) Cessation of Membership
Withdrawal, Expulsion or Non-Qualifying Members

e  Withdrawal
A member may withdraw from membershlp of the Credit Union at.any time.

¢ Expulsion
A member may be expelled from membership by the Board, if in the Board’s opinion, that member is

guilty of conduct which is derogatory of or prejudicial to the interests of the Credit Union.

» Non-Qualifving Members

1If a- member ceases to fall -within the Credit Unions® common bond, that member is deemed to be a
“non»quahfymg member”. Subject-to the Rules and the Act, a non-qualifying member may purchase
shares and receive loans.

However, if the number of non-qualifying members exceeds 10% of the total membership of the Credit
Union, the Board shall terminate the membership of as many non-qualifying members as is necessary
to reduce the number of non-qualifying members back to 10% of the total- members.

All-amounts paid on shares, plus any returns owed and less all amounts due from the member to the Credit
Union, will be paid to an expelled, withdrawing or non-qualifying member-as funds become available.

The restrictions set out in the paragraph headed “Withdrawals® on Page 10 will apply to payments made to
withdrawing, expelled or non-qualifying members.



Death, Bankruptcy or Insolvency

* Death
‘Where an individual member who was a sole holder of shares dies, the executors or administrators of
 the deceased member’s estate will (subject to any applicable laws) be the only petsons recognised by
‘the Credit Union as having any right to the proceeds of that deceased member’s shares.

When an individual member who was 4 joint holder of shares dies, the sufvivor or survivors of the joint
shareholding will be the only persons recognised by the Credit Union as having title to the deceased
member’s interest in the shares.

¢ Bankruptcy , ~
If an ‘individual member becomes bankrupt, that member’s sharés will come under the control of ‘the
Official Assignée in bankruptcy.

1.6

There are resn‘ictiOns on the amount that a bankrupt member can retain in his or her account and on a
bankrupt member’s ability to obtain credit.

» Insolvency
Where an incorporated society or a charitable entity member winds up or becomes insolvent shares will

be dealt with in accordance with the constitutional documents of that incorporated society or charitable
entity and otherwise as prescribed by ]aw

Ainounts répresenting share entltlements will only be paid out following a member’s death, bankruptcy or
mso!vency on production of such evidence of death and/or entitlement to share proceeds, as may be
required by the Board and vnder generally applicable laws. The payment of such proceeds will ‘also be
subject tothe térms set out in the paragraph headed “Withdrawals” on Page 10. :

Share Accounts

A niember’s Shareholding must be held in one or'miore of the sharé accounts operated by the Credit Union
{“share accounts™). Applications 10 subscribe for shares must be made on the Credit Union’s standard
application form which is available on réquest at the offices of thé Credit Union. The Credit Union’s contact’
details are in¢luded 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;
the term of investment;

the timing of repayment;

method of subscription;-and

withdrawal and the fees.and charges payable;

e @& u o @

The Board of the Credit Union reserves the right (subject to any restriction contained in the Act, Trust Deed,
Rules or otherwise at law) to vary the Terms and Conditions of the share dccounts, Notice of any such

variation will be included in the Credit Union’s newsletter which is distributed to all members, Any

changes to fees and charges will not coine into force until they are notified to menibéts.

Typesof Share Accounts

The Credit Union offers three types of share accounts, being
1. Term Share Accounts;
2. . OnCall Share Accounts;and
3. Notice of Withdrawal Share Accounts

Details of the share accounts currently operated by the Credit Umon, at the date of this Prospectus are set
out in the Fourth Schedule:

It is the Credit Union’s policy not to make repayments prior to maturity for Term ‘Share Accounts.
However; in the event of financial hardshlp or extraordinary circumstances, written. application may be
‘made 1o the Credit Union, which may exercise its discrétion to repay the funds. Any returns will be subject
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to adjustment in accordance with the termhs of the share account.

Paymerit of Returns
Returns payable on a members’ shares will be credited to member’s share_accounts at such intervals as is
provided in the terms and conditions of that accounts.

The rate of return is largely dependent upon annual surpluses being earned through the profitability of the
Credit Union. The amount of any surphis available for distribution to methbers is subject to the obligation of
the Credit Union to maintain a genieral reserve (at 5% of the total assets of the Credit Union) and prudential
reserve (at 10% of the total assets of the Credit Union) and a risk-weighted capital ratio of not less than 10%.

These Reserves cannot-generally be used to pay returns.

Withdrawals
Subject to the provisions of the Act; members operate their sharé accounts in a similar manner to bank
accounts, :

On Call Share Accounts are usually available to be withdrawn at eall, however the Rules and the -Act
provide that the Credit Union has the right at any time to require a 60-day notice period for withdrawal. 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.

Any withdrawal which would put the member into overdraft will only be permitted at the Credit Union’s
discretion. No withdrawals into overdraft will be permitted for non-qualifying members.

The Credit Union is not legally able, to consent to any withdrawals when the Credit Union is unable to meet
its debts as they fall due.

Maturity

Term 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 term share account to be automatically reinvested at the end of the
term, the reinvestment funds will earn the return applicable at:the time“of reinvestment to the share account
nominated. The Credit Union will not be requlred 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 remvestment is
required.

Shares in On Call or Notice of Withdrawal Accounts are available on call or on notice, as described in the
Fourth Schedule, and do not have a maturity date.

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 Department (“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% (ot siich other amount as required by law);

(b) a member has riotified 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 17.5% or 33% dependmg on when
the account was opened (or such other amount as required by law).

For miembers who are incorporated societies, the Credit Union w:ll deduct RWT at 30%, or such other
amount asTequired by law,

The Credit Union is not required to deduct RWT from any member who holds a valid C'ertiﬁcateb of
Exemption. Members who hold a Certificate of Exemption from RWT issued by the IRD are required to
forward a copy to the Credit Union. Members who are charitable entitiés are éxempt from income tax.

An investmient in shares in the Credit Unfon will have taxation implications. The efféct of taxation will vary

according to each member’s personal circumstances. Prospective and existing members are encouraged to
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obtain independent professional advice on their personal circumstances. The above liabilities for taxation are
as prescribed under current.enactments.

Loans

The Credit Union makes loans from the share capital 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
share capital, at any particular time. Loans to the members are subject to the terms of the Act, the Rules
and the Trust Deed. . .

Loan applications must be made on the form prescribed by the Board of the Credit Union from time to time.
The meniber will be required to-detail in the application form the purpose of the loan, any security offered
and such other information 4s the Board may require. The loan application.form and details on the Credit
Union’s termis and conditions of lending ¢an be obtained from the Credit Union’s office.

Cl‘edlt Umon for secured loans, 5% of the total tangxble assets of the Credxt Umon for unsecured loans or
such lesser amount as the Bodrd may from timé to time determiine as set-out in the Credit Union’s Rules.
The current maximum loan limit set by the Board of the Credit Union is $30,000. :

_ The Board reserves the right to declirie any application for a lodn without giving any reason.

DETAILS OF REGISTRATION OF THE CREDIT UNION

22
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“Registration

The Credit Union was originally registered on 13 July 1981 under The Friendly Societies Act 1909 and is
now registered under The Friendly Societies and Credit Unions Act.1982. The Credit Union’s registered

‘number is 1802874. The Credit Union is-also reglstered on the Financial Service Providers Register with

registration number FSP 36183.

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
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. Alternatively, any person may utilise the
Companies Office ‘website listed in the Directory to-view such information. about the Credit Union as the
Companies Office makes available. Any information not available on-line can be obtained (a fee may be

‘payable) by telephoning the Companies Office Contact Centre at the phone number shown in the Directory.

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
Union. The Credit Union will not charge an inspection fee for producing the register.

Other'Statutory Information
Apptlication will not be made to the Stock Exchange for listing of atiy shares under this Prospectus.

. DIRECTORATE AND ADVISERS

Directors and Officers

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

The directors serve:a térm of 2 years, retire by rotation, and are .eiigibie for re-election.

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

The directors elect from the Directorate the following officers; Chatrperson, Deputy-Chairperson, Secretaxy
and Treasurer.

A Tist of the current directors and officers of the Credit Union is included in the Sixth Schedule. None are
employees of the Credit Union. '
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Particnlars 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 fo the Credit Union’s Rules.

Neither the directors, the trustees, nor any other persons, guarantee the repayment of the value of the shares,
or the payment of any interest or dividends payable on shares held in the Credit Union.

Audit Committee

The following named persons were appointed under the Credit Union”s Rules to act as the Audit Committee
of the Credit Union: Carol Ann Priest and Christine Ruth Lord. The Audit Commiitee: monitors the
trustees’ and directors’ compliance with the Act, the -Rules and all other applicable operating procedures and
legislation,

Auditors

The Credit Union has appointed PricewaterhouseCoopers New Zealand (PWC) as ‘the Credit Union’s
auditors. As at the date of the Prospectus the auditors have obtained a transitional registration and the audit
partners have either a transitional license or a full license under the Auditor Régulation Act 2011. Other
than in their capacity as auditors, they have no relationships with, or-interests in the ‘Credit Union. The
auditors” coritact details are inchided in the Directory.

A copy of the auditors’ report is attached as theé Second Schedule, along with its consent to the report
appearing in this Prospectus.

Solicitors
The Credit Union’s solicitors are Gifford Devine. Gifford Devine’s contact details are included in the
Directory,

Prudential Supervisor

The Prudential Supervisor’s contact details are included in the Directory, The address of the Prudential
Supervisor may change. The current address may be obtained by contacting the Priidential Supervisor or-
the Credit Union by calling their respective telephone numbers set out in the Directory.

Bankers

At the date of this Prospectus, the Credit Union’s bankers are the New Zealand Association of Credit
Unions Central Fund, Westpac Banking Corporation and TSB Bank Limited. The New Zealand Association
of Credit Unions Central Fund facility is not a registered bank. The Credit Union’s Bankers’ contact-details
are included in the Directory.

. RESTRICTIONS ON DIRECTORS’ POWERS

The directors of the Credit Union have specific duties and obligations placed upon them by the Credit
Union’s Rules, which are registered pursuant to. the Act, These duties and -obligations place certain
restrictions on the directors’ powers (see rule 30). The prmclpai restriction imposed on the Directors is to
comply with all relevant provisions of the Act. A copy of the Rules can be obtained directly from the Credit
Union or from the Companies Office (as set out in section 10,2 of this Prospectus.

MATERIAL CONTRACTS

Other than contracts ‘entered into in the ordinary course of business of the Credit Union, in the two years
prior fo the date this Prospectus was registered, the following material contracts (“Material Contracts”) were
entered into by the Credit Union:

Deed of Amendment to the Trust Deed dated 19 October 2012 B
A Deed of Amendment tothe Trust Deed was entered.into-on 19 October 2012 between the trustees of the

Credit Union and Trustees Executors Limited (the Prudential Supervisor at the time of execution) in order to
modify the Trust Deed to include the authorised ownership of land and / or buildings for the purpose of
conducting its business and to ensure compliance with the Friendly Societies and Credit Unions
Amendment Act 2012 and the requirements of the Secunues Amendment Regulations (No.2) 2011.

Deed of Retirement and Appointment dated 19% April 2013
A Deed of Retirement and Appoiniment was entered into-on 19% April 2013 between the trustees of the
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Credit Union, Trustees Executors Limited and Corporate Trust Limited (trading as Foundation Corporate
Trust) to prowde for the retirement of Trustees Executors "Limited from the position of Prudential
Supervisor in respect of the Credit Union, and the appointment of Corporate Trust Limited as Prudential
Supervisor. v

Deed of Modification to the Trust Deed dated 19" April 2013 ;
The Deed of Modification to the Trust Deed was entered into-on 19™ April 2013 between the trustees of the

Credit Union and Corporate Trust Limited (in its capacity as Prudential Supervisor) in order to modify the
Trust Deed to include certain matters authorised by an extraordinary resolution passed at a meeting of
members pursuant to the Trust Deed. Those modifications related to the terms of the remuneration of the
Prudential Supervisor, the addition of a power to remove the Prudential Supervisor and alterations to the
provisions regarding appointment of a new Prudential Supervisor (described further on page 11 of this
Prospectus). '

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

1.

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 $5,215,980 as at 31 March 2013.

There are no securities that are secured by charge over the property of the Credit Union that rank in point of
security ahead of the shares offered by the Credit Union to potential and existing members pursuant to this
Prospectus. There is however, the settiement bond, more particularly referred 10 in clause 11 “Transactional

PROVISIONS OF TRUST DEED AND OTHER RESTRICTIONS ON THE CREDIT UNION

RANKING OF SECURITIES
Banking Facilities”.

8.

8.1 Trust Deed

The Credit Union has appointed the Prudential Supervisor the statutory trustee of the offer of shares detailed
in this Prospectus for the purpose of the Securities Act 1978. The respective rights and obligations of the-
Credijt Union and the Prudential Supervisor are recorded in the Trust Deed dated 4 July 2001 as modified by

the Deed of Modification dated 29 October 2002 (the “2002 Deed of Modification”), the Deed of

Modification dated 19 November 2010 (the “2010 Deed of Modification™), the Deed of Amendment dated
19 October 2012 (the “2012 Deed of Amendment”) and the Deed of Modification dated 19 April 2013 (the
“2013 Deed of Modification™).. The Prudential Supervisor is licensed to fulfil this role pursuant to the
Securities Trustees and Statutory Supervisors Act 2011. Corporate Trust Limited (trading as Foundation
Corporate Trust) was appointed ‘as the Prudential Supervisor by a Deed of Retirement-and Appointment
dated 19 April 2013. A copy of the Deed of Retirement and Appointment has been filed with the Registrar.

A full copy of the Trust Deed can be obtained from the Credit Union or the Companies Office (referto the
“Places of Inspection .of Documents” on page 19 for further details). A summary of the main provisions of
the Trust Deed is set out below.

The Trust Deed may be modified by agreement between the Credit Union and the Prudential Supervisor in
the near future, No agreement as to new terms has yet been reached.

To secure the repayment of monies owing on memberS’ shares, to the extent permitted by law, the Credit

- Union has grantéd the Prudential Supervisor a first ranking equitable assignment by way of security

(“Equitable Assignment”) over all of the Credit Union’s property, including the Credit Union's present and
future undertaking, property, asset§ and revenues, including the proceeds received for the subscription of

-shares and unpaid share capital (if any) (“Property”).

The Credit Union may exercise all rights, powers and remedies in relation to the Property for any purpose in
the course of its ordinary business. However, the Credit Union’s right to deal with the Property will be
revoked upon the occurrence of an Enforcement Event or Review Event (as defined in:the Trust Deed).

The Credit Union has covenanted not'to grant any charges or other security interests that rark ahead of, or
equal to, the Equitable Assignment without the Prudential Supervisor’s prior written consent.



14

The Credit Union has also granted the Priudential Supervisor a security interest over all its present-and after-

- acquired personal property.

The Credit Union must maintain a prudential reserve at 10% of the total tangible assets of the Credit Union.
The Credit Union must transfer an amount equal to 10% of the total Credit Union’s gross income from
intérest receipts to the prudential reserve until the 10% is reached,

Financial Ratios
The: Credit Union has furtheér covenanted, subject to the terms and conditions contained in the Trust Deed
and the 2010 Deed of Modification, not ta:

(a) permit its total liabilities to exceed 90% of its total tangible assets;
(b) permit its seciired liabilities to exceed 1% of its total tangible assets;
(©) permit its liquid assets to be less than 8% of its total tangible assets;

(d) permit the total amount of interest or dividends ‘paid it cash over a'six (6) month period or more, to
exceed cash actually received over the same period;

(&) fail to ensure that it has sufficiént assets at times to discharge all debts as they fall due;

G permit the aggregate of its secured investments, unsecured investments and listed securities, to
exceed 15% of its total tangible assets;

® permit the aggregate of its unsecured investments to-exceed 1% of its total tangible assets,

(h) fail to ensure that at all times its Capital Ratio is not less than 10% (ten per cent). This ratio is to
be calculated by measuring the Credit Union’s capital. against specified weightings for credit,
market and operational risks that the Credit Union is exposed to in the course of its business, in
accordance with the requirements of the Deposit Takers (Credit Ratings, Capital Ratios and
Related Party Exposures) Regulations 2010;

(@) fail to ensure that its exposire 1o related parties does not exceed a maximum limit ratio of 15% of
the Credit Union’s capital. This ratio is calculated-in accordance with the provisions of the Deposit
Takers (Credit Ratings, Capital Ratios, and Related Party Exposures) Regulations 2010. Related
pames to the Credit Union include directors, senior management and telatives of directors and
senior managers,

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:

To comply with the Act;

-« To meetall its registeation, filing and reporting obligations;

* Toprovide copies of all communications to and from regulatory bodies to'the Prudéntial Supervisor;

»  Tomeet 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 complignce 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 timorously .and
conduct its business in a proper and efficient manner;

* To comply with the Prudential Stanidards Manual prepared by the NZACU with the approval of the
Prudential Supervisor; ‘



15

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

& Notto 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
(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 business and only after having given not
Iess than 10 business days? notice of ifs intention {6 do so:10 the Prudential Supervisor;

¢ To promptly provide to the Prudential Supervisor written notice of all present and after 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;

o -Atall times comply with a risk management programme that meets ‘the requirements of the Reserve
Bank of New Zealand Act 1989.

The Credit Union is also requnred to furiish the Prudential Supervxsor with half:yearly unaudited financial '

statements 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. The Prudential Superwsor is entitled to rely-on a director’s
quarterly certificate to assess whether or not the Credit Union is complying ‘with ‘its covenants under the
Trust Deed.

Prudential Supervisor’s Obligatiotis ‘

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
Déed and the Act. The Prudential Supérvisor'is under a duly to exei¢ise reasonable diligence to ascertain
whether or riot the Credit Union has:

{a) committed any. breach of the Trust.Deed or any of the tonditions of issue of the shares, in which
- the Prudential Supervisor must do all the things that it is empowered to do to canse any breach of
those terms t6 be remedied (except if it is'satisfied that the breach will not materially prejudice the
, security (if any) of the shares or the interests of ' members); and
(b) sufficient assets to'meet its obligations to- members; as they fall due.

The Trust Deed givés the Prudential Supervisor wide ranging powers to enforce the Credit Union’s
obligations under the Trust Deed, including the power to appoint a receiver, following an Enforcement
Event (as defined in the Trust Deed).

Removal of Prudential Supervisor

The Credit Union may remove the Prudential Supervisor at any time, without giving any:reason, by giving
at least 30 days® written notice to the Prudential Supervisor (or a lesser period of notice as agreed by the
Prudential Supervisor).

The members may, by extraordinary resolition, remove the Prudential Supetvisor, by giving at least 30
days’ ‘written notice tothe Prudenual Supervisor (or & lesser penod of notice as agreed by the Prudential
Supervssor)

Appointmient.of new Prudential Supervisor

The: trustees of the Credit Union have the power to appoint a new Prudential Supervisor upon the
recommendation of the Audit Commiitee. Ifthe trustees fail to appoinit a new Prudential Supervisor within
60 days of réceiving notice of the Prudential Supervist)r’s intention to retire or its rémoval from office (as
the case may be), then the members imay exercise such power by extrdordinary resolution. In.cach case, the
new Prudential Supervisor must-hold a licence under the Securities Trustees and Statutory Supervisors Act
2011 that covers the shares in the Credit IJnion and must accept such appointment.
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Prudential Supervisor’s Statement
There is attached to the Fifth Scheduie, a statement by the Prudential Superwsor 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 the any monies that may become
payable by the Credit Union to any member. :

Other Restrictions on the Credit Union

The introduction of the Friendly Societies and Credit Unions Amendment Act 2012 has removed many-of
the legislative restrictions placed upon credit unions in the areas discussed below. However, some of these
legislative restrictions are mirrored in the Rules and / or the Trust Deed and therefore the Credit Union must
still comply ‘with these restrictions unless the Rules and / or Trust Deed are amended.

Section 101(2) of the Act provides that a credit 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 1.4 of this Prospectus under the heading
“Description of' Activities of the Credit Union”

The Credit Union may only borrow money in accordance ‘with and is authorised by its Rules and Trust
Deed. The Trust Deed restricts borrowing on terms and conditions approved by the Prudential Supervisor
and to not more than 15% of paid up share capital and reserves.

Rule 41(f) of the Credit Union’s Rules states that the trustees shall only borrow monies on such terms and
conditions that are approved by the Board.

The Credit Union is therefore authorised to borrow money under the Rules, but it may not under the Trust
Deed until such time as consent has been sought. .

. Section 110 provides that the Credit Union may make loans to members for such purposes and upon such

security (or without security) and conditions as the Rules of the Credit Unioni may provide generally or
specifically.

The Rules state that the Credit Union may make loans to members for such purposes and upon, such security
and conditions as shall be determined by the Board and the Trust Deed places certain restrictions on loans to
members (clauses 5.2(1) and (m)).

The Credit Union may therefore make loans to members under its Rules provided it stays ‘within the
parameters set out in'the Trust Deed,

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 land or buildings if authorised by, and in accordance
with, the Rules and Trust Deed. It may hold an interest in [and as security for a loan for 2 member.

Under section 117 the Credit Union may invest its funds only if the investment is authorised by, and in
accordance with, its Rules and Trust Deed, or with an Association of Credit Unions of which it is a member
(in the Credit Union’s case; the NZACU) or with a bank.

The Rules and Trust deed do not specifically state what investments are authorised. Therefore, as it stands,
the Credit Union only has the ability-to- invest its surplus funds with an ‘association of credit unions, or a

‘bank, and niot in any other investment.
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9. 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 8.3 above, the following should also bé noted:

Risks

Risk. is-an integral part of i investing. No undertaking is made to Members or prospective members about
teturns on their shares. 1f the risk factors set out below materially and adversely affect the Credit Union it is
possible that members may: lose soime or all of the moriey they invested, they may not receive returns on
their shares or the share value may fall.

The piincipal risks of investing in sharés in the Credit Union dre:

€3] Menibers’ returns
The rate of retmn on members shares is dependent on atmual surpluses bemg wned through lhe ongomg ~

ﬂf{l

the board and senior management of the Credlt Umon to prudently manage the Credlt Umon and generate an
operating surplus for its members. Should the Credit Union’s profitability be thretened then the Credit Union may
- reduce the rate of return on. members” shares, pay no return - on member’s shares or reduce share value.

2) General market risk

Like all businesses, the financial performance of the Credit Union may be affected by the state of the New Zealanid
and intemational economies. Economic slowdowns, as New Zealand is currently expenencmg, will generally have'a
negative impact on demand for goods and services and thus, income, which may in turn adversely affect a memiber’s
ability to invest in shares in the Credit Union and to 'meet his or her loan payment obligations to the Credit Union.
This in turn may affect the profitability of the Credit Unioi #nd returns paid {o riembers. The Directors are aware of
and will take the necessary action when, and if; required.

3) General political risk

Further; policies and decisions of the Governiment aind other regulatory bodies in New Zealand, may impact on the
finanicial performance of the Credit Union and retiims paid to members. For example, the imposition of direct
taxation may reduce the Credit Union’s profitability. A change of Government pollcy that affects the income of the
Credit Union’s membiers and thus the members® .ability to invest in shares in ‘the Credit Union and meet loan
payment obligations, miay reduce the Credit Union’s profitability.

(4) Security position risk

The Credit Union may take security from a member for loan advances to him or her. To the extent that the Credxt
Union does not take security or takes security that ranks subsequent in priority to another party’s security then, ina
default situation:

() The abnhty of the Credit Union to realise the member’s assets maybe restricted or pmhxbxted by the terms
of any prior ranking security; .and

) Where the member’s. assets are realised; the miember may be unable’to tepay some or all of the funds
advanced by the Credit Union.

The Credit Union may incur losses inthe above circumstances, which may affect its profitability and returns payable
to members. Notwithstanding this, the Credit Union makes provision for doubtful debts in its financial statements in
ticcordanice with industry standards to minimise this risk:

5) Security pricing risk

Before making a loan the Credit Union assesses the debt servicing ability of the member and any security offered by
hith or her for a loari advance. Where security is taken for a loan advance, the value of securities taken may fluctuate
due to market prices for the same. If the market price of a security has decreased then it is possible: that the Credit
Union will not recover all moneys-owed to it by a member in-a default situation where it seeks ‘to realise that
security. ,

© Risk and reétiirn

Before making an investment in shares, members and prospective members should cansider the special trade factors
and risks for that investment against'the retumns offered. Investors should be aware that there is a direct relationship
between the risks of the investment and the return offeréd.

Th Competltion
Under the Act the Credit Union is restricted as-to the persons it may accept as members. This restriction is
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calted the Credit Union’s comfion bond, and is specified in the Credit Union’s Rules. As.the Credit Union
is competing with banks, other Credit Unions and conipanies operating in the savings dand loans market,
restrictions on membersh:p may affect the Credit:Union’s.profitability and the returns payable to members.

) Taxation

An itivestrnent in shares in the Credit Union will have taxation rmphcauons The effect of taxation will vary
according to each member’s personal clvcuristances: Prospective and éxisting memibers aré encouraged to
obtain independent professional advice on their personal circumstances.

(9) Common Bond

With ‘g cominon bond centred around the health industry dand geographic area, this Credit Union is perticularly
vulnerable to any dowrttur and consequent staff redundancies in this industry, or any adverse change in the working
conditions of its membership or an economic downturm in the geographical region of its common bond.

(10) Comphance

Compliance risk is'the risk of legislative or regulatory changes impacting on the Credit Union. If the Credit Union
had to make changes to comply with new legislation this would be likely to increase the Credit Union’s compliance
costs, which could affect the Credit Union®s profilability and the retumns ‘payable to-members. In particular, the
Credit Union has beén impacted upon by costs of complying with the Financial Advisors Act 2008 and the Financial
Service Providers (Registration and Disputé Résolution) Act 2008 and the Securities Amendment Act 2011,

The Credit Union will be impacted ‘upon by the costs of complying with the Anti-Money Laundering and
Countering Financing of Terrorism Act 2009 which provides (among other things) for the implementation of a
compliance prograimme and 4 more rigorous customer due diligence process,

(i . Insolvency

The main risk to members in investing in shares in the Credit Union is if the Credit Union were 1o become insolvent.
The Credit Union could become insolvent and/or be wound up if a significant amount of ihe loans due for repayment
remain unpaid for an extended period of time, or if, the Credit Union is, for:any reason, undble to-pay its debts as
they fall due. '

Ifthe Credlt Union becomes insolvent:
e ° Members will not be required to pay any additional money, other than that already owing to the Credit
Union;

e The Credit Union is legally obliged to reject all requests for withdrawals from miembers’ share accounts,
and shall not be entitled to make any further loans;
All members” claims will rank equally (including those wha invest iinder a later prospectus); and
Some specific ¢laims will rank ahead of members’ claims; for emmple, employees™ unpaid wages,
insolvency costs and Prudential Supervisor’s fees.

(12)  Winding Up

On a dissolution or winding up of the Credit Union, members will receive no more than $1.00 per share plus
any returns owed. Members do not share in any surplus arising from the sale of the Credit Union’s assets.
Such surplus will be applied in accordance with the Ruiles and paid to either another Credit Union, the
NZACU or, subject to members” votes, be applied to charitable purposes.

(13) Surety and Insurance

The Act requlres that the Credit Union be insured against fraud or dishonesty and that the ofﬁcers of the
Credit Union give security for the proper performance of their duties. Both'of these matters are covered by
the Credit Union’s insurance policy with Vero Insurance Liability Limited,

Other Terms ‘
All the terms of the-offer of shares in'the Credit Union are set out in this Prospectus, other than those;

() implied by law; or

(b} set-out in a document that:
0] is registered with a public official;
(i) is available for public inspection; and
(ii) is referved to in this Prospectus,
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10. PLACES OF INSPECTION OF DOCUMENTS

10.1  Credit Union
Each member and prospecuve member is entitled to obtain on request and free of charge; the most recent

gopies of:
(a}. ‘the Credit Union®s Rules:
{b) this Prospectus, the Investment Statement, the Trust Deed, the 2002 Deed of Modifi ication, the 2010
Deed -of Modification, the 2012 Deed of Amendment, the 2013 Deed-of*Modification and the Deed
 of Retirement and Appointment dated 19 April 2013; and
(¢} 'the Credit Union’s miost recent audited ﬁnancxa_l Staternents.

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

The dociiménts-can also be inspected during normal office hours at the Credit Union’s office. The Credit
Union’s contact details are included in the Directory.

10.2 Companies Office

Copies of:

{a) the Credit Union’s Rules;

(b) this Prospectus, the Trust Deed, the 2002 Deed of Modification, the 2010 Deed of Modification,
the 2012 Deed of Amendmient, the 2013 Deed of Modification and the Deed of Retirement and
Appointment dated 19 April 2013;

(c) the Credit Union’s audited financial statements; and

(d) All other - documents relating t6 the registration of the Credit Union: are also filed on a public

register at.the Companies Office on the Register of Financial Sérvice Providers and are available
for inspéction throtigh the Regi‘ster of Financial Service Providers website and also the Companies
Office website www.companies.govt.nz [under “Search Other Registers”). Copies may also be
obtained by ‘telephoning the MED Business Service ‘Cenitre on (0508) 266 726. -Any information
not available on-line can be obtained (a fee may be payable by telephomng the Companies Office
Contact Centre at the phone number shown in the Directory,

The Companies Office will not charge a fee for producing the Credit Union’s file, but will charge a fee for
each photocopy made of any part of the file.

1l. OTHER MATERIAL MATTERS

(a)
(b)

(c)

@

The Credit Union is not a registered bank in terms of the Reserve Bank of New Zealand Act 1989;-
There are no other material matters relating to the offer of shares under this Prospectus, other than
those set out- in this Prospectiis (other than dontracts entered into in the ordinary course of
business).

No Credit Rating

Under the Reserve Bank of New Zealand Act 1989, every deposit taker, including credit uriions, is required
10 have a cuteent rating of its creditworthiriess given by an approved credit rating agency (urless otherwise
exempted).

The Credit Union is not required to obtain a credit rating as it operates under the exemptxon contained in the
Depaosit Takers (Credit Ratings Mirimum Threshold) Exemption Notice 2009.. The creditworthiness of the
Credit Union is therefore niot rated by an approved rating agency under the above Act. The Exemption
“Notice applies to the Credit Union because it has liabilities of less than $20 million and it would be unduly
onerous and burdensome for the Credit Union to comply with the requirements to have a credit rating.

The exemption is conditional on the Credit Union providing to the Reserve Bank, annually prior to March

_in each’ year, a statement from the directors of the Credit Union ‘that the Credit Union meels the

requirements of the exemption and that the Credit Union will be operatingon the basis of the exemption for
that forthcoming year. Figures supporting the direcior’s statement must be attached to the statement.

2012 Financial Matters

The Credit Uniion ran at a year to date loss for October, November and December 2012, As there was nio
surplus available for distribution fo members, accordingly, the Credit Union sought permission from
Trustees Exccutors Limited (inits capacxty as the Prudential Supervisor at the time) to pay interest to jits
members as follows;

On 10 October 2012, the Credit-Union applied for permission to pay interest and dividends in excess of
eamnings, for-the months of October and November 2012, and the consent was granted by Trustees
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Executors Limited in a letter dated 23 October 2012. .
e On 28 December 2012, the Credit Union applied for permission to pay distributions in excess of earnings
foi the rmonith’ of December ‘2012, and the consent was granted By Trustées Executors Limited in 4 letter
: dated 28 December 2012,
¢ On 21 January 2013, the Credit Union applied for permission to pay distributions in excess of eamnings for
the month of January 2013 due to anticipated losses, and the consent was. granted by Trustees Executors
Limited in a leiter dated 31 January 2013, The Credit Union resumed fo a modest year to date surplus. in
January 2013,

(c) Transactional Banking Facilities

In December 2012 the Credit Union entered into various documents which allow: the Credit Union to use
the Mastercard brand and offer Mastercard Services 1o its members.

The terms of the right to use such facilities were negotiated by the NZACU on behalf of the Credit Union.
Under the documents the Credit Union has agreed to indemnify Westpac against any losses caused by the
Credit Union to Wastpac in connection with the Credit Union’s use of the transactional banking facilities.
The Credit Union is also required to lodge a settlement bond of a maximum surn of 3% of its total tangible
assets with the NZACU to cover any losses by the NZACU or Westpac in connection with the facilities.
‘This settlement bond will rank in priority ahead of members® deposits.

o 'Previous Breach of Trust Deed

‘Pursuant to the Friendly Societies and Credit Unions Amendment Act 2012 (*Amendment Act”), section
113(1Xb) of the Act now states that a credit union may, if authotised by and in accordance with its Rules:
and Trust Deed, piirchase; hold, take lease, or otherwise provide, any land or building,

The Credit Union owns & building on a site owned by the Hawke’s Bay Hospital and acquired the building
prior to the Amendment Act being passed. The Credit Union’s Rules and Trust Deed previously did not
authorise the Credit Union to hold a building. Therefore, the Credit Union was holding a building without
authorisation and was in breachof the' Act.

Clause 5.1(b) of the Trust Deed states that the Credit Unjon shall at all times comply withall provisions of
the Act. As the Credit Union was in breach of the Act, it was also in breach of the Trust Deed. Clause
5.2(b) states that the Credit Union must fiot, without the consent in writing of the Prudential Supervisor,
offer or issue to the public any securities whilst in breach of the Trust Deed.

Trustees Executors Limited (as the Prudential Supervisor at the time) granted its consent to the offer and
issue of securities under Clause 5.2(b) on 10 September 2012 on the condition that the Credit Union’s
Trust Deed be amended to comply with the Amendrrient Act within 90 days of the date of the letter.
Trustees Executors Limited advised that the Cmd:t Union’s Rules may be amended atits next AGM in
2013,
_The Credit Union is now authorised to hold land and to own the building, The Credit Union emended its
Trust Deed pursuant to a Deed of Amendment to Trust Deed dated 19 October 2012 and an amendment to
the Credit Union’s Rules was registered on 5 July 2013. Accordingly the Credit Union is no longer in
breach of its Trust Deed or its Rules. '

12 GUARANTORS

No persons guarantee the repayment of the value of the shares, or the payment of any returns payable on shares held
in the Credit Union.

13. SUMMARY FINANCIAL STATEMENTS |
The sumrmary of the finanéial statements of the Credit Umon for the five years ended 31 March 2013, as
required by ¢lause 8 of Schedule 2 of the Securities Regulations 2009, where applicable, are set out in the
First Schedule to'this Prospectus.

14. FINANCIAL STATEMENTS
The audited financial statements of the Credit Unioh for the year ending 31 March 2013 have beén
regisiered under and comply with the Financial Reporting Act 1993, The registered financial statements,
registered 27 June 2013, include the information required by clause 17 of Schedule 2 of the Securities
Regulations 2009.

15. 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, if the two (2) years proceedmg the date this Prospectus was delivered t6 the Registrar of Financial
Service Providers for registration.
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16. DIRECTORS STATEMENT
The directors after due enqiry in relation to the period between the date of the latest balance sheet asat 31
March 2013 as attached to the Third Schedule, and the date 'of registration of this Prospectus; are of the
opinion 1hat no cireumstances have arisen that:materially adversely affect:
(a) ‘the trading or profitability of the Credit Union;
b the value of the Credit Union’s assets; v
(o) the ability of the Credit Union to pay its liabilities due within the next twelve (12) months,

SIGNED BY the directors 0f Credit Union Bay Health

i ¥

el O F

Carol Ann Priest

Dale Littley .

/(/”ﬂ’g%”’wh/ C\Swine SN 3

Kim Ellen Henneker Dianne Taihaere Nathan Wepa.

Annette Louise Davis
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Index of Matters Required to be Disclosed by the
Second Schedule of the Securities Regulations 2009

Clause , Page
1 | Main Terms of Offer 6-11
2 | Name and Address of Offeror N/A
3 | Details of Registration of Issuer 11&19
4. | Guarantors 20
5 | Names. Addresses and Other Information 2,11 & Sixth
| Schedule
6. | Restrictions of Director’s Powers 12
7 | Description of Activities of the 'Bprro;’ving Group 6
8 | Summary of Financial Statemenits 20
9 | Acquisition of Business or Subsidiary 20
10 | Material Contracts | 12
11 | Pending Proceedings 13
12 | Issue Expenses N/A
13 | Ranking of Securities 113
14 | Provisions of Trust Deed and Other Restrictions on the Borrowing Group* 13-16
15 | Other Terms of Offer and Securities 17-18
16-18 | Requirements in Respect of Financial Statements 17-18
19 | Places of Inspection of Documents 19
20 | Other Material Matters Q
21 1 Director’s Statemenit 21
22 | -Auditor’s Report Second
Schedule

The “Borrowing Group” comprises only the Credit Union




: FIRST SCHEDULE ,
SUMMARY FINANCIAL STATEMENTS
[Paragraph 8]

Summary of Comprehensive Income Statement (in NZD$000)
For the year ended 31 March

2013 2012 201 2010 - 2009

Operating Revenue »
- Interest Revenue 414 430 436 429 473
<« Other.income 84 88 107 85 70
499 518 543 514 543
Operating Expenses
=Total Dividends/nterest Expense 4145} 100102 135
-Tota] Other Expenses . 397 420 425 390 437
) 512 531 525 492 572
Net (Loss) Surplus Before (13) (13) 18 22 29
Appropriation ,
~‘Transfer to General Reserve 0 0 0 0 0
- Transfer to Asset Reservé 0 0 0 0 0
< Transfer to Education Fund 0 ] 2 0 0
Retained Earnings for Period (13) (13) 16 22 29

Summary of Changes in Equity (in NZD$000)
" Forthe year ended 31 March

2013 2012 2011 2010 2009
Opening Equity 750 763 745 723 752
Total Comprehensive Incorne (13) (13) 18 22 29
Closing Equity 737 750 763 745 723
Summary of Balarice Sheet (in NZD3000)
Asat31.March
, 2013 2012 2011 2010 2009
Cash & Cash Equivalents 3,330 2,882 2:449 2,035 1,746
Trade and other receivables 21 21 19 16 © 8
Loans to miermbers 2,388 2353 2.619 2,624 2,825
Property; plant and equipment 215 229 -239 254 265
Capital Notes 86 86 86 67 67
Total Assets 040 5571 5412 4,998 4911
Total Tangible Assets . 6,040 5571 5412 4998 4911
Trade and other payables 87 80 79 61 74
Member deposits 5,216 4,741 4,570 4,191 4,114
Total Liabilities 5,303 4821 4649 4,252 4,188
Total Equity 737 750 763 745 723




Summary Cashilows (in NZD$000)
For the year ended 31 March

2013 2012 2011 2010 2009

Net cashflows.from (ot used in) 5 1z 36 8 38
operating activities
Net cashflows from (or used in) 32 251 292) (11 (34)
investing activities .
Net ¢ashflows from (or usediin) 475 170 380 77 64
financing activities )
Total Net increase {(decréase) in cash 448 433 124 75 68
held v : ,
Cash at beginning of financial period 2882 2449 300 225 157
Cash at end of financial -period 3330 2882 424. 300 225

The Summary of Financial Statements are for the reporting entity, Credit Union Bay Health.

- "These Summary Financial Statements were authorised for issue, by the Board, on the date of the Progpectus.
The specific disclosures included in this Sunimary: Findncial Statements have been exiracted from the full
financial statements for each relevant period, which comply with and are registered. under the Financial
Reporting Act 1993.

The full financial statemiénts for ¢ach relevant period have ‘been audited and each auditor’s report is
unqualified.

The full financial statements have been authorised for issue a5 follows:

for the year.ended 31 March 2013 on 10 June 2013

for the yearended 31 March 2012 on 01 June 2012

for the year ended 31 March 2011 on 19 May 2011

for the year ended 31 March- 2010 on 5 June 2010

for the year ended 31 March 2009 on 8 June 2009 -

pao o

The full financial statements have been prepared in #ccordance with NZ GAAP (“Generally Accepted
Accounting Practice”).

The Credit Union is a public-benefit entity and an individual entity.

The amounts stated for 2013 to 2009 have been taken from audited financial statements, with rounding to
thousands and complied with NZ IFRS (*New Zealand equivalents to International Financial Reporting
Standards®) and other apphcable Financial Reporting Standards as appropnate for publicbenefit entities.
The presentation currency is in New Zealand dollats.

The Summary Financial Statements do not include all of the disclosures reqmred in the full financial
statements and-cannot be expected to provide as complete an understanding as provided by the full financial
staternents.

Please refer to the paragraph headed *Places for [nspection of Documents’ on page 19 for details on how to
obtain acopy of the full financial statements.

The:Summary Financial ‘Statémerits have been prepaxed in accordance with FRS-43 Summary Financial
Statements.

- No amounts have been provided for or credited by way of taxation as the Credit Union income is exempt
under Section CW 44 of the Income Tax Act 2007, :

The equity method of accounting has not been used,

There are no contingent liabilities.

There have been no changes in accounting policies during the periods presented.
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The Directors

Credit Union Bay Health

C/- Hawkes Bay District Health Board
Private Bag

Hastings

9 September 2013

Dear Directors
Independent Auditors’ Report for Inclusion in the Prospectus

As auditors-of Credit Union Bay Health (“the Credit Union™) We have prepared this report
pursuant to clause 22 of Schedule 2 of the Securities Regulations 2009 for inclusionin a
prospectiis issued by the Credit Union to be dated 9 September 2013 (“the Prospectus”).

The Prospectus includes summary financial statements in‘the first schedule which comprise the
summary balance sheet as at 31 March 2013, the summary statement of comprehensive income,
the swinmary statement of changes in equity, and the summary statement of cash flows for the
year then ended. The summary financial statements do not contain all the disclosures required
for full financial statements under generally accepted accounting practice in New Zealand.
Reading the summary financial statements, therefore is not a substitute for reading the audited
financial statements of the Credit Union,

This report is made solely to the Directots of the Credit Union jn accordance with clause 23 of
Schedule 2 to the Securities Regulations 2009, Our work has been undertaken so that we might
state to the Directors and the Credit Union as a body those matters we are required to state to
them in a report.from the auditor and for no other purpose. To the fullest extent permitted by
law and subject to section 61 of the Securities Act 1978, we do not aceept or assume
responsibility to anyone other than the Directors and members of the Credit Union, as a body,
for this report, or for the opinions we have formed. In addition, we take no responsibility for,
nor do wereport on, any:part.of the prospectus not specifically mentioned in our report.

Directors’ Responsibilities
The Credit Union’s Directors are respotisible for the preparation and presentation of:

(@) the financial statements prepared in accordance with generally accepted accounting
: practice in New Zealand which give a true and fair view of the matters to which they
relate and for suchiintemal controls asthe Directors detérmine are necéssary to enable
‘the preparation of financial statements that are free from material migstatement,
whether due to fraud orerror and prepared in accordance with the Finaneial Reporting
Act1993;

b) the summaxy financial statemetits of the Credit Union for the yearsended 31 March
2009, 2010, 2011, 2012 and 2013 as required prsuant to clause 8 of Schedule 2 of the
Securities Regulations 2009; and

PricewaterhouseCoopers, 35 MunroStreet, P 0 Box 645, Napier 41 40, New Zealand
" T:464(6) 835 6144, F: +64 (6) 835 0360, www.pwe.com/nz
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© disclosure of acquisitions of businesses or subsidiaries as required pursuant to clause 9
of Schedule 2 of the Securities Regulations 2009; and

(d) the rankmg of securities of the Credit Union as at 31 Marchg013 as required pursiant
to clause 13 of Schedule 2 of the Securities Regulations 200g.

Auditors’ Responsibilities

Our responsibility is to express an opinion on the financial statements based on ouraudit. We
conducted ouraudit in décordance with International Standards on Auditing (New Zealand).
These standards require that we comply with relevant ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial staterients are
free from material misstatement. The scope of our audit of the financial statements is defined i in
our engagement letter dated 14 February 2013.

We are also responsible for reporting, in accordance with clanse 22(1)(h) of Schédule 2 of the
Securities Regulations 2009, on the following matters which have been prepared and presented
by the Directors:

(@) the amounts included in the summary financial statements for the yeat's ended 31
‘March 2009, 2010, 2011, 2012 and 2013; and

b) amounts disclosed as required pursuant to clause 9 (2) and (3) of Schedule 2 of the
Securities Regulations 2009 where there has been an acquisition of a business or
subsidiary; and

(c) the amounts included in the ranking of securities as at 31 March 2013 as required
- pursuant to clause 13 of Schedule 2 of the Securities Regulations 2009.

‘We have undertaken procedures pursuant to clause 22(1)(h) of Schedule 2 of the Securities
Regulations 2009. Our engagement has been conducted to provide reagonable assurance that, in
all material respects, the amounts set out in the summary financial statements included in the
Prospectus have been correctly taken from the audited financial statements of the Credit Union.

We believé'th,at the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Other than in-our capacity as auditors we have. no relationships'with or interests in the Credit
Union.

Opinion on the Financial Statements

Our audit of the financial statements for the year ended 31 March 2013 was compléted on 10
June 2013 and our unmodified opinion was issued on that date. Wehave not undertaken any
additional audit procedures in relation to those financial statements from the date of the
completion of our audit.

Opinion on the Siimmanry Findancial Statements

In our opinion, and pursuant to clause 22(1)(h) of Schedule 2 of the Securities Regulations
2009, the summary financial statements and applicable disclosures in the first schedule of the
Prospectusand taken from the audited financial statemients of the Credit Union for the years
ended 31 March 2009, 2010, 2011, 2012 and 2013:
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o areconsistent, in all material respects, with those audited financial statements; and
¢ have been correctly taken from the audited financial statements of the Credit Union for
those years from which they were extracted.

Opmwn on the Ranking of Secur:nes ’

0 fon 2 rities 1S
20009, the rankmg of secun’aes, on page 13 of the Prospectus and taken from the audxted
financial statements of the Credit Union'for thé year ended 31 March 2013:

¢ areconsistent, in all material respects, with those audited financial statements; and
o have been correctly taken from the audited financial statements of the Credit Union for
the year ended 31 March 2013 from which they were extracted.

Other Matter
Pursuant to ¢lauses 9(2) and 9(3) of Schedule 2 of the Securities Regulations 2009 there are no

disclostires on which to report.

Restrictionon Use »

This report has been prepared for inclusion in the prospectus for the purpose of clause 22 of
Schedule 2 to the Securities Regulations 2009. We disclaim any responsibility for reliance on
this report or the amounts included in the summary financial statements, for any purpose other
than that for which they were prepared.

Yours faithfully
P&m‘.utw st

Chartered Accountants . ‘Napier
9 September 2013 _ -
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CREDIT UNION BAY HEALTH
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2013

TOTAL OPERATING REVENUE

Iriterest revenue

Interest expenditure

NET INTEREST REVENUE
Other Income

EXPENDITURE
Bad & doubtful debis / {Recovery)

Employee benefits
Occupancy
Deprecfation

Other expenditure

TOTAL EXPENDITURE
OPERATING (LOSS) / PROFIT

Other Comprehensive Income

TOTAL COMPREHENSIVE INCOME

Note 2013 2012
$ $
. 499,119 518,208
2 413,941 430,010
2 114,137 114,248
200,804 318,762
2 83,913 88,198
383,717 406,960
2 {4,795) 9,826
184,918 183,458
5,060 . 5,520
2 14,408 18,779
2 197,414 205,784
397,006 420,367
{13,289) (13,407)
T {13,280) — (13,407)

The attached rotes fo the financial stetements form parl of end should be resd in conjunction with ths financlel statements

_Eh
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CREDIT UNION BAY HEALTH

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2013

Retained Other Total
Earnings - Reserves Members
Funds
$ $ $
Balance at 1 April 2011 411,435 352,000 763,435
Comprehensive Income (13,407 - (13,407)
~general reserve ) : (50,000) 50,000 -
Retained eamings )
Balance at 31 March 2012 4 348,028 402,000 750,028
Batance at April 2012 348,028 402,000 750,028
Comprehensive Income (13,289) (13,289)
Transfers to and from reserves: - - -
- general reserve = s 5
Retained eamings .
Balarice at 31 March 2013 4 334,739 402,009 738,739

The attached notes to the financial statements form part of and should be read in conjuncion with the financial statements



CREDIT UNION BAY HEALTH

BALANCE SHEET

AS AT 31 MARCH 2013

MEMBERS' FUNDS
Retained eamings
Other reserves

TOTAL MEMBERS FUNDS

ASSETS

Cash & Cash Equivalents
Deposits at NZACU

Trade & other receivablas
Loans lo members
Properly, plant & equipment
NZACU Capital Notes

TOTAL ASSETS

LIABILITIES
Trade & other payables
Members' deposits

TOTAL LIABILITIES
NET ASSETS

These Financial Staléments are authorised for issue by:

Director

“Directdr

Nots 2013 2012
% §

4 334,739 348,028
4 402,000 402,000
736738 750,028
5 2,695,072 1,892,073
5 635,000 990,000
8 20,641 20,866
7-8 2,387,668 2,352,686
9 215,081 229,018
10 86,281 86,281
8,039,741 8,570,925
11 87,022 80,104
12 5,215,980 ‘ 4,740,703
5,303,002 4,820,897
736,739 750,028

10 June 2013

10 Jdune JOI3

The attached noltes lo the francial statemants K pert of and should be raad in corjuriclion with the financial statements;

pwe



CREDIT UNION BAY HEALTH

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2013

_CASH FLOWS FROM OPERATING ACTIVITIES

Interest recsived ;

Fees and commissions received

Bad loans recovered

Other income

Paymants fa suppliers and amployeas
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net movement in members' loans
lPayments for propetty, plant and equipment

Net cash provided by/(used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Net movement in member deposits

Net ¢ash provided by financing activities

Total net increase in cash held

Cash at the bedihning of the period

Cash at the end of the period

The altached notes o the financial statements form part of and should be read in conjunction with the financlal stataments.

Note 2013 2012
' $ $
414,166 425,403
1,265 -
83,013 90,538
(494,702) (504,241)
23 4,642 11,700
(31,450) 256,826
(470) (5,818)
(31,920) 251,008
475277 170,306
475,277 170,306
447,999 438,014
2,882,073 2,449,059
5 3,330,072 2,882,073

i
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CREDIT UNION BAY HEALTH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2013

General Information

Reporting Entity .

The CreditUnion is a finandial instilution that is regislered underthie Friendly Societies and Cradit Unions Act 1982, The Credit Union fs an
Issuer for the puiposes of the Financial Reporting Act 1893. ‘The financial report is a general purpose financlal repart which has been
prapared in accordance With the Finantial Raporting Act 1893, the Friandiy Sociaties and Gredil Unforis Act 1982 and refevant Securities
Reguistions.

These finantial stalements are Tequired 1o be registered 1o keap the curent prospecius cument and have also besn prepared in accordance
wilh New Zealand Generally Accépted Accounting Printiples ("GAAP"). They comply with New Zealand equivalents 1o International Financial
‘Reporting Standands ("NZ IFRS") &énd pther applicable Financial Reporting Standdrds, as approptiati for public benefit entities. ‘Compliance
with NZ IFRS ensures that the financial slatements also comply with Intemational Finencial Reporting Standards (IFRSY).

Nature of Business
The purpose of the Credit Union is fo promote savings among Its members and to use those savings for their mutual benefil.

The Credit Union is restricled In its'borrowings and members contribule to the Credit Union by way of share subscriptions. The shares
canriol be transferred or'sold. Members are able to withdraw lhelr funds subject to ceriain conditians. The Credit Union makes loans to
members of invests funds on the members” behall. Inlersst and other inctme are received by the Credit Union and interest is paid to
depositing members in the form of interest o sharés,

The Credit Union operates predeminantly in one indusiry, beling the invesimernt of members’ funds. All opetations are based i New
Zealand, -

It operates primarfly In the Hawke's Bay region of New Zaaland and Is incorporated in New Zealand with s registered office at Hawke's Bay
Hospital, Haatings. As the Credit Union is providing a community and social benefit, it is designated & public benefit entity.

Trust Deed

To meet the requirements of The Secutities Act 1978 8 Trust Deed was entared into on the 4th July 2001 between the Trustees of the Cradit
Union and Trustees Execulors Limited. Trustees Execulors Limited as the Prudential Supervisor wes appointed to acl in'the interests of the
members of the Cradit Union by monftoring the comiplianca by tha Cradit Union af ifs cbligafions, #ts Rules, the Trust Deed and the Friendly
Socleties and Credit Unions Act 1682, In addition, the Prudential Supervisor Is uinder duly to exercise masonable diligence to ascertsin
whether the Credit Unlon has:

(a) committed any breach of the Trust Deed or any of the conditions of issue of the shares; and
(b) sufficlent 2ssets to meet its obligations to members, as they fall due.

Raferences In these financial statements fo the "Prudential Supervisor”.are to Trustees Executors Limited in respect of the period up to (and
Including) the dale of Its retirement on 19 April 2013, and to Corparate Trusi Limited (trading as Foundation Corporate Trust) In respect of the
period after thal date.

1. SIGNIFIGANT ACCOUNTING POLICIES

The following Is a sumary af the riaterial acconting poficies adopted by the Credit Unfon in the praparation of the financial report, Except
where stated, the acoountmg policies have been consistently applied,

{s} Measurement Bose
The financial statemenis have been prepared on a going contern basis in accordante with the hislorical concept. The presentalion cumency
used In the finghelal statement Is the New Zealand doliar ($NZ). ‘

(b) Membem'Shares {Deposits)

Members’ shares in the Credit Union have charactenslnes of both debt and equity ingtrumenta, For he purposes ¢f financlal repmiing,
members shares ‘are recorded as debtinstruments: All payments of dmdends on these shares are recorded as ififerest gayments, Members
have the right 10 one vote 4t the meetings of the Credii Union, regardiess of how many shares they hold In the Credit Union.

{c}) Recalvables Due from other Financlal institutions

Recelvables from tther financial inslitutions are primaiily settlenient account balances due from banks. New Zealand Assotlation of Creédit
Unions (NZACU) and other eradit unions. They are brought lo:account at the gross value of the outstanding balance. Interestis broughtto
account n the Incoma statement on the effactive Inleresl basis,

pwe



CREDIT UNION BAY HEALTH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2013

{d) Financlal instruments Recognitlon

Financlal Instruments are initially measured al fair value plus Iransactions costs: Subsequent to Inial recognltion fhesé Instruments are
measured as setout below,

Financza! assets at falr value through prollt and loss

pemd in whic‘n 1hey anse

Loans and recelvables

Loans and recelvables are non-derivalive financial assets wilh fixed or determinable p&ymenls that are not quoted in an active market and
are stated at amortised costs using the sffective inlerest rate method,

Held-to-maturity Investments

Capltal Notes are defined as held lo maturily invesiments, The capital notes are measured at cost as thelr fair valte coilld not be measured
rellably a8 there is no active market for this Invesiment.

Available for Sale Financlal Assets

The Capltal Noles held as svallable-for-sale assets are Inlfally recognised at cost prica, which is thelr falr value at ihe date of acquisition.
Dividend income from avaﬁab!e—for»sale assels s seperately racogrised in the Slaterment of Comprhensive Income as part of ather Income
when the Credit Union's right to recelve payment Is established {ex-dividend date). Available-for-sale financisl assets are normally canied
al falr value In subsequent periods with changes in fair vafue being recognisad inthe Statement of Comprehensive Income as part of other
comprehensive Income. However, as tha Capital Notes are equily inslriments, do nol have @ quoled marke! price In an active market and
the fair value cennct be measured reﬁab!y they are measured at cost price in ferms of the accounting Standard NZ JAS 30, Note that this
concassion is Tikely 1o be removed in the future, with & requirament {6 record at fair valug, The Credit Union assesses at each bialance
sheet dale whether there s objeciive evidance thal a financial asset or group of financisl assats is impaired. . in the case of Capital Notes
classified as available-for-sale, a significant or prolonged daclme inthe fair vale of the investment below its cost s considéred in
determining whether the investment is impaired, If any such evidence exists for available-for-sale ﬁnanc:al assels, the cumulative loss -
measured us the d}fference beMeen the aequisition cost and the current fairvalue, is recognised ln the Statement of Comprehensive
incoms,

Financial Habliifles

The Credit Union has no financial liabilities held 4t fasr value and accounted for through the income stalement as defined In NZ1AS 39.

(e) Revenua

Loans intersst Revenue

Loan interest is calculsted on the daily loan balance outstanding and Is charged In arrears to the members joan accounton the repayment
dale. Loan interest Is recognisedin the income statement using the effective interest rate method.

Invesiment interest Revente

Investment interest revenue is recognised-ona propodlonal basis taking inta account the interest rates applicable lo the ﬁnancml assels,
Fees & Commissions Revenue

Fees and commission are brought to account on-an acenial basis when the service has been provided.

Loan Origination Fées Revenve

L-6an origination fees where malerial, are deferred gnd amdriised as ‘a component of tha calculation of the effective interest rata In relatkm
to originated loans. They therefore reduce the Interest récognised in relation 1o this portfolio of oans.

Whers lonn origination fees ars not material these aie (aken lo revenue when thé loan Is drawn down,

Faes collecled répresent relmbursement of costs incurred as spedﬁed by the Credit{ Conlracts and Cansumer Finance Act 2003 (CCCFA}
(. Interest Expense .

Interest.on members sheres' is recogmsed as anexpense’in lhe period that it relales lo using 1he effective interast method, which allocates
the Interest axpense over the term of the members® shares to which they relale,

{g) Impairment - Loans and Advances

An-assessment Is made ateach batance dale ‘whether there Is objective evidence: that ioans are impaired. A lodgh is impaired and
impairment logses are incurred if, and only H, there is objeclive evidence of imgairment as:a resull of ané 6r mora evanls that ocauirred
after the initial recognition of the assat (a oss event') and that loss event (or events) Has an impacton the estimated fulure cash flows of
the: joah and can be reliably estimated. Objectiva evidence thata riorigage raceivable I8 impalred includés observable data that comes'to
the attention of the directors about the following loss avents:

< significant financial difficulty of the member;

+a breach of tontracl; such as a defaull or delinquency In interest or principle repayments;

s a concession grented lo-the borrower that the lender would not -otherwise conslder:for ecshomic. or Iegal reasons rélating to the
borower's financial difficulty; of

+ it becoming probatle that the borrower will enter into barikruptéy or other financlal redrganisation.
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CREDIT UNION BAY HEALTH

" NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2013

The amount provided for mpaitment 'of I6ans I8 determined. by misnagement and the direclors. The Prudential Standards issued by
NZACU enable tha minimum provision to'be based on spetific percertages of tha loan balance, contingent upon the length of tme the
repayments are in arrears, and the securily held. This approach is adopted by the Credit Union, In-addition, the directorsmake a provision
for loans in arrears where the collectability of the debls is considersd doubtiul by estimation of expected losses in relation to loan portfolios
whare specific identification I8 Impracticable.

Loana which aré known 10 be uncolléctible are written off as 3n expense in the statement of comprehensive income. Such loens are
“wiritten-off affer all the nacassary procedures have been completed and the afriourit of the loss is determinad.

1f, Tn & subsequent period, the amount of the impanrment loss decreases and the decrease can be related objectively fo an event accuriing
after tha impalrment was recognised (such a5 an improvemant In the debtors credit rating), the previously recognised impaimment Joss is
raversed by ad}ushna the allowance amount, with Ihe reversal being recognised in 1he statement of comprehensive ingome.

_ Thawvarious componanla of impaled assats are &5 follows:
“Individually Impaired loans™ are loans and advances for which there is reasonable doubt that the Credit Union will be able to collact all
amotints of principal and Interest In accordanice with the terms of the agresment and for which an individual assessment of impalment is
made.

"Collattively impaired loans® are loans and advances that are nol individually assessed for which a collective assessment of impairment is
made based on the length of ime the loan is in arrears.

*Restructured loans® are loans where the original contraclual terms have besn modlified to provlda far concesslons of Intersst, principal or
repayment for feasons related to financial difficulties of the member.

"Assets aoquired through tha enforcement of securlty™ ara assets acquired In full or parifal settiement of 2 foan or similar facility through the
enfarcement of security arrangements.

*Past-due Joans" are loans or similar facllities in amears when a member has falled toe make payment when contractually due which are not
Impalrad loans. 90 day past due loans are loans which have not been operated by lhe member within its’ key lerms for at least 80 days
and which are not impaired loans.

(h) Goods and Services Tax
The Credit Unlon I reglstered for ST In relation lo its rental and commission sales acl:vmes end recovers GST ‘on expenditure related lo
thal income.. Imecoverable GST Is Included in the amounis recognieed as expenses and assels,

{D) income Tax
No amounts have been provided for Incaitie Tax as the Credit Union's income from members {3 exempt under section CW 37 of the

income TaxAct 2004. Income derived other thiri from metibars does hot protuce a taxable profit

() Froperty, plant and equipment ("PPE")

Each class of property, plant and equlpment Is* cairied “at cost or fair value less, where applicable, adjusted for any accumulated
depmcxahon and Impairment lossea. The canying amount of property, plant and eqtilprient is reviewed annually by directors lo ensure ftis
not in eXcess of the recoverable amount of thess assels, The recovsrable amount is Bssessed o 1o basis of expected net cash flows that
will. be, received from the assels employment and Subsequent disposal. Any decrement In the ‘carrying amount Is tecognised as an
impairment expense In the Income Stalement in the reporling period in which the impairment loss ocours. The expected net cash flows
have been discounited to thelr present valuesin délermining recovarable amotnts.
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NOTES TO THE FINANCIAL STATEMENTS
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Depreciation
The depreciable amount of all property, plant and equipment inchuding buildings Is depreciated over thelr usefu! lives to the Credit Union

commencing from the time the asset is held réady for use.

Property. plant and eqmpman! is. depreciated on a straight-ling basis. A surmmiary.of the rales used ia:

Bunldings \ 4%
Assets under $250 are not capltalised.

The asgels residual valies and useful lives are rewewed and adjusted if appropriate, al each balance sheét dile, Gains and fosses.on
disposals are determined by comparing proceeds wilh the icarmying amount. These gains and losses are Included in Ihe Incoma Statement.
Whan revalued assets are sold, amourms Included in the revaluation reserve relating lo that asset ate transferred to retained eamings.

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

Ateach reporting date, the Credit Union reviews the carrying values of it langible- ‘and infangible desels to delermine whether there Is any
indicatlon that those assels have been impaired. If such an indication exists, the recoverable amorit of the assat, being the higher ofthe
asset's fair value fess costs to:sell and valye in use, Is compared to the assets carying value. Any exises of thé assets canying valde over
its recoverable amount is axpensed fo the Income Slaternent.

{) Leases
Leases of propery, plant and equipment, other than operating leases, where substantially all the risks gnd beneﬁts incidenta! to ownérship of
the assel, bul not the legal ewnership, are transfered to the Credit Union are classified 8 finance leases,

Finance leases are capitalised recording an asset and a liability equal o Jower of the amounts equal to the falr value of the leased propérty or
the present value of the minfmum lease payments, Induding any guarantesd residual vakiss, Lease payments are slfocated between the
reduchan of the lease [iability and the lease inlerest expense for the period.

Leased assele are deprecialed on 2 siraight-line basis aver thekr estimated useful lives.

Léase paymenis for operating iaeses, where subsiantialiyall (he fske and benefits remain With the lessor; are charged: as expenses inihe
perioda in which they are incurred,

Lease incenlives under operaling leases are recognised as a liability and are amortised on'a stralght:line basls over the life ol the lease tenm.

{m} Employee Benelits

Provislon is made for the liability Jor employge benefits arising from.services renderad by employees lo balance dale, Employee benefits that
are expected 1o be sotled within one year-have been measured al the amounts expected to be paid when the lishility is settied pius refated
on-costs: Employee benefite payabie Iater than one year have besn measured at the present value of the estimated fulire cash outflows to
be made ¥ material,

{n) Cash and Cash Equivafents
Cash and cash equivalents Includes cash in hand, deposits held &t call with banks other ghari lerm, highly fiquld inveatments with ariginal

malurities of 3 months or less, and bank overdrafts repayabie ofi defiand.

{o) Staternent of Cash Flows

The Statement of Cash Flows is prepared using the dirett spproach,

Definitions of Tarms Used in the Statement of Cash Flows:

"Cash® Includes:colns and notes, demand deposits-and other highly fiquid inveslmems readily convertible into cash and lncludes at call
barowlngs such as bank overdrafis, used by the organigation as par of ihsir day-to-day cash management.

“Investing Activitles® are those activities rela’ung to the acquisition and daspasal of cumrent and non current investments and-any olher non
current assets.

“Financing Activities' are those acliviles relating to ehangesin the size and comiposiion of (he cepital siricture of the Credit Union.

"Qperating Activities" include all irsisactions and olhigr evenis that afe not invesling or finencing activities.

Bl
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NOTES TO THE FINANCIAL STATEMENTS
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Netting of Cash Hlows
Certain cash flows have been netted In ofder 1o provide mare meaningful disclosure as many of the cash flows are recelved and disbursed on
behalf of ‘members and reflect the aciivities of the members rather than those of the Credit Union. These include members" loans- and

borrowings.

{p) New Zealand Assoclation of Credit Unions Capital Notes

investments i New Zealand Assodiation of Credit Unions Capltal Notes provide' equity for the Astaciation to enable |t to provide essential
services 16'Credit Unions. They are held as "aveilable for sale agsets” under NZ 1AS'39. This classification recognises that they do not meet
the definltion of "oans and receivables™ of "held to maturity” investments' becausé théy do nol have & fixed or delerminable Inlerest or
dividend rate-attached to them.

{q} Critical Estimates, Judgements and Assumptions in Applying the Accounting Pollcles
Estimates and judgements are confinually evaluated and are based on historical experlence and other factors, including expectallons of future
events hat aje bellevad to be reasonable under the circumslances. This has an impact-on the one critica) estimale, belng’the impairmant

provision for doubtul loans.

The Credit Union makes estimales and assumplions conceming the fulure when assessing the impalrment provision on loans. The Credil

Unlonreviews its loan portfolio 1o assess impairmenit at lesst monthly. The impairment provision Is adjusted based on evidence relating to

borrowers:circumstances including the period thel the loan Is in arrears. The resulting accounting estimales will seldom equal related actiial

results and there is 8 significant iisk of cauging material adjusiment fo the camying amounts of assets and fiatiiities within the niext financial

year. Also the Credit Unlon has used Judgement concerning the future discounted cash flows of the New Zealand Association ‘of Credit
- Unions Group whan assessing whalher ther is any impairment loss on the New Zeafand Assocklion of Credit Unlons Capital Notes,

{:7 Standards, Interpretations and Amendsments to Fublished Standards that are not yet effective,
Varlous new and amended sfandards, amendments and interpretations have been issued by the Accounting Standards Review Board but
- have not been adopted by tha Credit Union as they are not yet effective for the period ended 31 March 2013,

1t is not expecled thal any of the above standards and Interpretations: will have a significanl impact on the accounting po!lcles or the
recagnitfon and measurement of assets, Habilities, equlty, lncome and expenses of the Credit Unian, All ‘relevant slandards and
Interpralstions will be adopted by the Credil Union on thelr effective dates.

NZ iFRS 13 Falr Value Measurement (effeclive for period bieginning -on or after 1 January 2013) NZ IFRS 13 explains how to measure fair
value and eims to enhance falr value disclosures. The ‘group dees nol use faif value measurements extensively. it is therefore unlikely that
the new rules will have a significant impact.on any of the emounts recoghised I the financlal stalements. However, application of the new
standard will. Impact the type of Information disclosed in te noles to the financial siatements. The group does not intend to adopt the new
stanidard before iis operative date, which means that it woild be first appfied in the anntial reporting peried ending 31 March 2014,

The XRB Board and the NZASB have issued a packag‘enf new standards that Will apply {6 public sector public benefil enﬁﬁqs from the
2014115 financial year, This'is the secorid package of standards lo be ssued as part of the implémentation of (he new Accounting ‘Standards
Framework issued by the XRB Board in April 2012,

The packagé of Standards issued consists of the following:

» Standard XRBmAi Accolinting Standérds Framework (For:profil Entitiés plus Public Sector Public Benefl Enlities Updaie) that will apply io
all reporting entities.

s A suile of 39 Standards comprising both PBE Siandards and PBE $tandards Reduced Disclosure Regime (PBE Slandards RDR) that will
Bpply 1o public sector PBEsin Tisr 1 and Tier 2 respectively.

« The Public Bensfif Entities (conceplual) Framework,

~Areviged Explanatory Guide (EG A1 (FP.Enlities + PS PBEs Updale) to assist entities inderstand and apply Standard XRB A1 (FP Enlities
+ P8 PBEs Updale) is also Included In the packege.

* Feedback Statements on the Beards' fesponses lo subsmissians on the EDs for the Standards,

The standards and pronouncements.in the package are effeclive for reporting periods ‘beginring on or afler 1 July 2014, The Standards
require comparalive Information for the prevmus financlal year, which for most public sector eniiies will be the yesr beginning 1 July 2013,

pwe
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2013

2 'REVENUE AND EXPENDITURE

) 2013 2012
Interest Revenue 3 $
Interast on'Loans ' 307,568 338,116
Interest oti Investments ‘ 08,875 ——ot804——
Total interest Revenue ‘ 413,941 430,010
Interest Expenditure o
Interest on'Members Call Shares : 84,196 67,627
Interest ori'Members Term Shares 4 79,942 43,621
Total Interest Expenditure : 114,137 111,248
Net Interest Revenue . 298,804 318,762
2013 2012
Other Income & 8
Loan Application Feas 24,870 25,480
Commissions 6,226 10,691
Other Income 82817 52,027
Totat Other Intoiné ; 83,018 £8,198
2013 2012
Other Expenditure # $
Auditors Remuneration
External Audit; : .
Audit of Financial Statements 8,639 12,678
internal Audit: . ; -
Directars Expenses and Training ‘ 2,004 8,738
Donations Made 7 Community Support : - 975
Other Expenses 185,781 ~ 188,303
Total Other Expenditure ' 197,414 205784
Bad and Doubtiul Logns '
Bad Loans Writlen Off {15} 16,383
Provision for Logi Impalrments . (8,515) {6,557}
Bad Debis Recovered {1.265) =
Total Bad.and Doubtful Loans ‘ . {4,795) 8,826
Depreciation Expenditure
Bulldings ' ' ' - 8,887 8,588
Computer Hardwars ' 4,322 2882
Cffice Furniture and Equipment . 1,528 4,908
Total Depreciation Expenditire . 14408 - 15779

pwe




‘CREDIT UNION BAY HEALTH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2013

3 INTEREST EXPENDITURE

Iriterest is pald to deposiing members and relatss fo the Cradil Union's abifity to pay the interest. At times during the peﬁod the Credit Union
may offer depositors special accounts that have a pre-sel intérest rale. Interest rates applied fo members® deposits-for the peariod were:

, ‘ 2013 2012
Ondinary, Special Purpose and Travel Glub Shares 0.0% 0.5%
Loan Provider Shares and Life Covér Saving Shares : 1.5% 2%
Christrnas Club &nid Jimmy Jumper Shares 8% %
Term Shares
Tenm Deposit (1'Year) 4.70% 4.70%
Term Dsposh (3 months) . . 3.80% 3.50%
Term Daposit (6 moriths) : ©400% 4.00%
Teym Deposht (6 months) 4.00% 4.00%
Term Deaposit (9 months) +4.50% 4.50%
4 RESERVES
Reserves 2t 31 March 2013 ’
Relained General | Other [Education| Total Members'
: Eamings | Reserve [Reserves| Fund Reserves
Balancs brought forward 348028 | 325000 75000! 2000 750,028
Operating loss for the period (13,289) - - - (13,289)
Transfer to/from reserves - - -
Balance ¢arried forward 334,739 | 325,000 75000 2,000 736,739
The Reserve % to Tolal Assets | g%, 6% 1% 0% 12%
Reserves at 31 March 2012 :
' Retsined | General | Other |Education| Total Members®
Eamings | Reserve |Reserves| Fund Reserves ‘
Balance brought forward 411,435 ) 275000! 75000) 2000 763,435
Operating logs fqr the pered Cqz40n] 0 - - v {13,407
Transfer to/from reserves (50000) | 50000| - - -
Baiance carried forward 348,028 | 326,000 | 76,000 2,000 -~ 750,028
|The Reserve % to Total Assets 6% B% 1% 0% 13%
Retalned Eamings '
Resétve arising from relained profits accumulated from operations.
Geaneral Reserve

AGenera] Reserve has been eslabllshed in accordance with $119 of the Friendly Soclaties and Credit Unlons Act 1982 which requires the
Credit Union 1o transfer 5% of gross eamings to the General Resarve untlll the Genaral Reserve is'the equivalent of 5% of totat assels,
and [hereafter maintained at 8% of total assets. The reserve may not be distributed until the Credit Union s belng wound up or dissoived,
‘but may be applied for the following purpoges:

a) To offset losses made by the Credit Union on loans to membere’, and

b) To such persons of such amounts in such gpecial crcumstances, as the Registrar, on application, may approve,
Education Fund
An Education Fund has beén established for the purposa of providing funding for professional and personal edugation for members which
benefit both the member and the wider cormmunilty in which the Credit Union operales.
Total Reserves
Tha Trust Deed requires that ihe lotal reserves, Including retained eamings, of the Credit Unfon amount to.at least 10% of lhe total assets
of the Credit Union.

_Elh




CREDIT UNION BAY HEALTH

FOR THE YEAR ENDED ar MARCH 2013

§ CASH ANDAB_ANK EQ}JIYALENTS

",',':{::t 2013 2012
$ §
——Cash& Bank- Vaoustp 270072 217073
TSB Bank 3.10-360% 2:426,000 1,675,000
Deposits at Naw Zealand Association of Credit Uiions 3.17-3.50%__635.000 990,000
3,330,072 g.;gm“ .

The Credit Unlon.does niot hold | tradeable securitles.. Efiadlva Interest tales am the’ oniginal contracled values, Mavemenis in.market rites
will not affect the' tecm{ed valie® of’ lnvestments, Ttte' ef:psrts with: thie NZACU'sj central banking faclily are excess:funds held by the
Credit Unign! “The NZACU minkn{ses 15" exposure 0 cradit sk bymah:algnqg a diversified: poﬂioﬁovn‘th conirola-gver: maturity, counter

party afid congentration of imestmem risks - AL bqlapces nef avatlable within 3 momhs Y

6 TRADE AND OTHER RECEIVABLES

2093 2012
5 5
. d Interest . 20841 20,886
Sundry Deblors ‘ - -
. ; 20,641 20,868

7 LOANS TO MEMBERS'
Loans are made?n armrdanpe with the lending policy of the Crédit Union and are repayaliie on demand. A pravision for impaiment has
been mads atthe end of the reparting periad. 'Bad loans are written offagainst the provisilon for &npa!nnems

{2) Loans.to members comprises:

2013 2042
H $
Neither Past Due nor impalred ) 2.297,562 2272070
Pastdue> than_ QD days but fotimpaired 63,938 60,127
Past disd < 80 but™ : !
it inpdred days » 26168 15,835
impalred Individually - -
Impaired « Colisctively 2;231 10,401
Gross Loans : : 2,389,897 2,358,433
Less: . :
Allowance for impalrment individually ‘ % -
Allowancs for impalrment collectively 2,281 5,747
Nst , 2,387,688 2,352,686
(b) Credit quality - Security dissestion
‘ : 2013 2012
s N s"
Becured by morigage over real estate . - -
Secured by members shares v : . 196,860 36,650
- Fotal 198,869 38','859 :

These are no loans secured by morigage over real estate.
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LOANS TO MEMBERS » Continued

{c) Credit guality - Concentration of loans

B Loans to Individual ar related groups of members which excesd 10% of member funds In
aggregate

i Loans to members are concanirated lo individuals employed in the health refated indusiry

fi Loans to-members are concentrated solely it New Zealand and principally wiihin the coimmon
. bord of the Credit Union

i Losns drawn down by member fype:
Loans to natural psraons
Residential loans and facliiles
Personal loans angd faclliies
Business loans and facliities
Loans {o Charitable Trusts and Incorporated Socleties

TATAL

8 JMPAIRMENT OF LOANS AND ADVANCES
{s) Provision for impairment
Batance as at 1 Aprl

Addition / {reduction) in provisios
Bad Debls wiitien off o provision

Batance at 31 March
(b} Provision for Impairment Calculation

Provision per Prudential Standards (impaired collectively)
Additional Specific Provision (impaired individually)

Closing Balance

Périad of Impalrment % of Balarve
31.days to 80 days 20%
91 days to 180 deys 40%
191 days to 270 daya 60%
271 days to 3685 days 80%
Over 365 days 100%
Unanithorised O/D Savings 100%

Nii%% Ni%
100% 100%
100% 100%

2,389,897 2,358,433

2,389,897 2,358,433

2013 2012
$ ]
5747 12304
@519 (6567
747
2,231 8,747
o 22M 5747
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IMPAIRMENT OF LOANS AND ADVANGES - Continued

Key assumptions in determining the provision for impaliment

Inthe course of the preparsﬂon of the annial report the Cradit Unfon has determined the hkeiy Impaiment Joss.on loans which have not
malntainéd loan. repayments in accordance with the loari Goniracl, or where there s other evidence of potential impairment such as
»Indusﬁial restructuring, Job losses or economic circumstances.

In identifying the. impainment ikely from thase events the Credit Uni6n is required to estimale the: potenjial Impairment using the length of
time the loan is In arrears and the historical:losses arising In past years. Given the relatively small number of Impalred loans, the
circimslances may vary for each Ioan over time resulting in higher or lower impalrment losses. An eslimate is based on the period of
Impalrment.

This provision is checked to Tmpaired loans and an additional provision s ‘made if the inipaired loans are greater than the provision. In
IdenBfying the Impalrment likely from these evants the credit infon is required to estimaté the potential ispainnent using the length of time
tha loan is In arfeans and the hislorical losses arsing in past years. Given the relatively amall number of impaired loans, the circumstences
may vary for each loan over time resulting in higher or lower impairmenil losses. An eslimate is based on (he penod of impairment.

(c) Impaired Loans Disclosure ,

. 2013 2012
Impaired loans as at balance date : ) 5 $
Balanca of iImpaired loans ‘ 2,231 10,401
Estimated value of impaired Joans which are secured - 4,357

Analysis of loans that are Individually impaired
Loans individually Impzired are based on the gge-of the loans and the evidence that the membérs is unable to repay the debl infullsuchas
notice of bankrupicy or default notica being issued.

There were no loans where real estate or other Bssels were aguired through the enforcement of sacurity at’31 March 2013(2012; 1)
Thera wera no non gccrusal foans {where interes! was not being ‘accruedy as al 31 March 2013 (2012: Nil).

There wera no ﬁstmc!ureﬁ'loans with no pravision for impairmiant as:at 31 March 2013 (2012: Ni).

{d) Loans with répayments past due but not impairsd

The tolal of past due loans (which were overdue by between 1-and 30 days) st balance dale was $52,534 (2012 §60,127). Loans over 30
days in‘arrears are treated &s Smpaared loans

{e) Loans renegoﬂatsd
Loans that were past due or impaired that have béen renegotialed by the Credit Union are ni as at 31 March 2013 (2012 $Nil)
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8 PROPERTY, PLANT AND EQUIPMENT

2013 2012
Buildings
Atcost or fair valtie at transition 198,441 207,029
Subsequent additions at cost - -
Accumulated depreciation . 8,557y  (8.588)
480,884 198,441
Plant & Equipment
Al Gost: 80,579 31,952
Subsequent additions 469 ‘5,818
Accumulated depreciation (5.851) {7191
' 26,497 30,878
Total Property, Plant & Equipment 215081, 229020
(&) Movements In Carrying Amounts
Recontiliations of the camying amounts of each class of property, plant and équipment between the beginning and end of the current
financial vear are sét out below.
2613 2012
Plant& PBOtZ
Buidings  Equipmient Bulidngs - Equipment Total
8 ] $ 5. 2

Balance at the Beginning of Lhe period 198441 90579 228,020 207,020 31,952 289,881
Additions - 468 - 5818 5018
Disposals - - . - -
Depreciation Expense _8B57 5851 8,588 781 18,779
Canrying amount for and of the financial perfod 188,884 28,197 169,441 30870 . 229,020
(¢} Impairment Losses

There were no impeirment losses in respect of property, plant and equipment.

10 CAPITAL NOTES

New Zealand Assoclation of Credit Unlons (NZAGL) Capital Noles are ¢lassified as "available for sale’ financial assets and are issyed by

the NZAGU Business Services Division as Trust Base Capital Noles (Capital Notes). These represent monles invested with the NZACU
Business Services Dhésion Triist for &n open-énded t6rm, The Capital Notes constitute unsecured obligations of the Business Services
Division Trust and rank equally anid withoul priority or preference among themselves. The Capital Notes rank after creditors in the evenl of
the winding Up of the Business Sérvices Division Trusl. Caphtal Notes may only be sold or transferred to another Credit Union that is a
member of the NZACU Buginess Services Division Trust and with the consent of the Buginess Sarvices Divigion Trust Board of Directors.
The Capital Notes are redeemable in full, with five years nolica, by the Assaciation. There Is no aciive market for these securities which
have no guaranteed Interest rate relirn, Dividends are payabla on a six monthly basis subject lo the profitability of the Business Services
Divielon Trust. :Capital Notes are non current assels.

As a result of past losses Incurred by the New Zealand Assoclation of Credit Unlons Group In Ihe past two years, the net tangibla assets of
the Group hava reduced, resuiting in the net tangibla assel backing ot thie Capital Notes falling below par. This Is an indicator of potential
impairment for these Capltal Noles. Howsver, an analysis of arms fength transactions of Capital Notes over the past 13 months supporis
the view that the Caplial Notes are appropriately valued st thelr face valte and it is determined Ihat o impairment joss has arisen at
balance date. Consequently, the carrying value of the Capital Notes appraximates thelr fair valus at balance dale.

‘The Credit Union's invesiment In these Capital Noles enables the NZACU o pravide the Credlt Unlon with essentfal services such.as the
core opérating system, a cenlral bank and Ireasury’ funclion, debil card facilities arid insurance products.

NZACU Capital Notes at Cost

2013

2012

$ s
88,281 86281
86,281 56,281

L ad

_Fl
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TRADE AND OTHER PAYABLES ' 2013 2012

1M
§ $
Actrued Interest Payable 35,963 32,907
Residert Withholding Tax 11,258 41,603
Sundry Creditors and Accrued Expenses 12,302 11,8681
Employes Entitlemerits: 11,858 10,688
Access /ATM | EFT-POS Card Settlement 14,875 12,087
Beraavenient Fund . 968 . 928
: 87,022 80,194
12 MEMBERS' DEPOSITS )

) 2013 2012
Call Shares $ $
Savings Accounts : ) 1,797,387 1,493,209
Christmas Club : 272,141 271,718
Loan Provider Account 1,261,738 1,259,424
Total Ordinary Shares 3,321,268 3,024,354
Term Sharos: :

Original Maturity Terms:

0-3 months 75,003 119.934
6 months 172,848 241,328
9 momm 218264 224260
12 month: 1,428,788 1,130,830
Greater lhan 12 monlhs : - -
Total Term Shares 4,894,714 1,716,382
Total Members' Deposits L:215,960 _4740,703

Deposits for members ars accepied on the basis of o fiked value 6f $1 per share. Depasils notin whola dollare are desmed to ba
advarice subscripfions for shares. Dividends not pald In cash, and are reinvested by members, are deemed to be subscriptions for shares

and add to the members’ share balance in the credat Urilon. The Directors befieve the repoﬂed values refléct fair value.:

Members shares afe securéd by a first ranking equilable assighment by way of security over the whole of the Credit Union's present and
future underteking, properly, assets and revenues, including procseds received for the subscription of shares and unpald capital (if any).
The equitable asslgnment by way of security was granted in favour of Trusiee Executors Limited, the Prudertial Supervisor of the cracm
Unjlon, under a Trusl Deed dated 4th July 2001, which has been registered with the Registrar of Companies,

The Gredit Union has also granted to Trustees Execiors Limiled a security interestin all s present and after-aquired personal property
as addilonal security for the members' shares: Triistees Execilors Limiled has reglatered a financing stalement under the Personal

- Properly Securilles Act 1999 In réspect of lhe same. The grant of fhis sacurity inferest was récorded in a Daed of Modification to Trust

13

Deed daled 15 October 2002, which has been registered with the Reglstrar of Gampanles,

COMMITMENTS
TheTollowing delalls commitments associaled with Credil Union Bay Health,

Lease Commitments: ‘Credit Union as Lésseg,
Commitments for minimum leage paymants in refation to noh-céncellable operaling léases are payable as follows:

2013 2012
Withit one ysar $0 84,140
Later than one year but not Jater than five years $0 $0
Later than five yedrs 50 $0
TOTAL: $0 _$4,140
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14

8

16

17

At balance date there were contracts for purchases of property, plant and equipment to'the value of Ni (2012: SNil).

{8} Outstanding Loan Commbtments
L.oans and credit faclitles approved but net funded of drawn gt the end of the financial year §13,116 (2012: $1,626).

CONTINGENT:LIABILITIES
There ara no.materiat contirigent llabilifies ot provided for in the finariclal statements {2012: SNI).

SEGMENTAL REPORTING
The Crednt Union -operates in the NewZealand financial services industriy with .a concentra!ion of members and activity in Hawke's Bay.

EVENTS OCCURRING AFTER BALANGE DATE
There nre 10 Xnown evénts subsequent to balance date which would materially affect thesefinancial. statemenls (2012. SiNil).

FINANCIAL-RISK MANAGEMENT OBJEGTWES AND POLICIES

. Key risk management policies encompassad in ihe ovsml rlskmanagement framework include:

- Market Risk management-
- Credil rigk management

The Oredit Uﬂlm has underlaken the following strateljies to minimise the risks arising from financial instruments:

Market Risk.end Hedging Policy,

mcwh’wdonisnofeimosﬁwwmwydsk. and other price risk: Tha Credit Unlon doss not trade-In the finandial Instriments it holds
on Its boo)

The Credit Union Is exposed to interest refe risk arising from changes in market interest rates,

The policy. of the-Credit Unign o manage the risk is.lo maintain a balanced “or.book" sirategy by ensuring the nel.interest rate gaps ‘
between it betwsen

mefubers loans:and. members shares.ars . The:measyred.gap in.each 3 month range to be mainteined Is
1~ axofmedmemmehstweenloansam yebasus. msgapismeasuredmomwbidemfymytargamosurestome
interest rate movements and tg rectify the excess thrguﬂty iarge{ed fixed rate interest products avaikible through'investment assats; and
term dapostwnabmues o rechfy the imbalance o wiﬁ‘;m  Bcoeplable tavels, THe policy ofthe Credit Uniion jg' not to-underinke derivatives to
match Iheju!eresf rafe risks: The Credit Unifon's s¥posure 1o Inferest rate risk js'set out in Note 24 which detalls ‘the contraciual interest
change profile.

Based on the calculations as at 31 March 2013, the net profit Impact for & 1% miovement in nferest rates on members loans would be /-
$3,172(2012 +/-$3,38%), and the Impact on eqully would he the ‘same amount. The.net profit impact for a 1%-movement in interest rates
on membars shares would be /81,141 (2012 +5$1,112), and the Impact on equity would be the same amount. The: net profit Impact for
a 1% movement In interest rates on the NZACU deposiis would ba +/- §635 (2012 + $919), and the Impact on equity would be the same
amount.

The CredH Union performs sensitivity analysia {0 meastite market fisk éxposuras. The niethod uged in deiennuung the sensitivity wes to
evaluate the profit hased on the timing of the interest repricing betwesn the members’ Ioans and the members* deposits for the next 12
months. In doing the caleulation the assumptions applied were that:

= The Interest rate change would be applied equally.over the inan products and term deposits

= The rale change would be as at the beginning of the 12 monith period and no othsr rate changes would be effective during the period

< ThEe t:s;m deposits would all reprice 10 the new Intgrest rate al the term maiurity, or be replaced by deposit with similar terms and rates
appiicable

= All loans-would be repald in dccordance with the contrachual repayment terms

+The value and mix of call savings to tem deposits will b unchanged

~ The valus ahd mix of personal ioans to mortgage loans will be unghanged

“fhere has been no change fo the Credit Unior's exposure to market risk or the way the Credit Unlon manages and measures market risk

n-the reporting period.

A
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"The Credif. Union. perfocms segsifvlly analysis to measure markel risk. expasures. The method used in delemmining tha sensitivity was lo
evaluats the profitbaged on the. ﬁ"ming of ] grﬂere_st tspﬁdng belween the"menbers’ joans and the'members’ deposits for the next. 42
months. In- domng the: catgﬂ,aﬁqn thea .umpti s appli

 The temi depsits would 2l repﬁqe 1o the fiew Ftercstrate-al ;he’temz maturty, of be replal:ed by dososit with simiar terms and raes
applicable”

= Allioans would be sepaid im accordance with the contraclual rapayment tenns

- The vali and mix ot call savings fo,ferm depasiis wiltbe inchanged

e

-~ Thevalue ahd i of parsonal Ioans toi mmh&g ns Will be'unchanged

There has Beén no'changeto the Credit Union's axposute to market sk or the:way the Credit Unfon managss and measures: market rlsk
inthe reporting perfod. - ,
. CredttRiék-'Loms
Credit dsk 'l&thg skithat the ofiter, party fo a financial instrument will fall to dlsdwge their obligation resuiting In the Credjt Union incning a
ssually ocowrs wherr el il ir:obligations fo:the entity. There is 8 concentration of credit risk with
respecttoluans nd Tecelvables ss the Credit a large bﬁrnfmsmmsrsdlsperssdh arpas ofemplomantlnmehealm
related industry.” The-credit policy is ttmtloans;andmypsﬁném ara only-made fo'members that are creditworthy.

Tha uaditmnlm,lms‘estah]iéhed policies.or pracedures over the:

- Credit assessment and approval of logns and: fapilmas cavering acgeptiable Hskcassessment and semriiy requiremienta
- Limits. of exposuyre over. the* value 16 individual ‘Barrowers, non’ mor!gage secured loans, ooncenh'aimm b seograpmo
and Industryi gmupa considered-athigh risk of defatll i
- Reaseesdmam ‘Teview. oftheaejm egpgsym gg Joans and facifities
Esﬁbﬂshmagpmmma provisionéto recagnise the impaiments of loans

»Revlew d‘oq%pﬁmwewim the above policies
An imemalauditponcyhas beer Instigated as et 1 Apil 2008, 4
The risk df losses from the loans undertaken Is'primarily reduced by the nature aind quiality of the security taken,
' The Credit Union hais a concentration in the selailfending for members who comprise employees and family In the Health.related industry.
“This mneemraﬂpn Is tonsidered.gcoeptable onmgbas;é,malthg Credit tnion wis -formed toservica these members;.end the employment

coneentraﬁon Ignot exclisive: Shouid-membars lefvé. e Industry the loans ‘continue and other: ampbymem oppoitniiies ane ‘avallable’to
the members.to facllitals the repsyment of the Ipans. “The detalls éf the geographicat snd Industry concentrations ane sgttut In Note 20,

m

Dally reporis mordtor ihe foan repayments fo detect delays In repayments and racoveiy aclion is undertaken after 7.days if not rectifiod. For
loans where repagmsms are. doubtful, extemal oonsuléaq!s aré engaged o conduct recovery action once the loan 1s over 80 days In amears.
“The exposures {0 losses arlsa predonmanﬂy in the non soture parsonal loans and facitties.

The gignificant accounting Judgements aré feiated 1o the delermination of the provision for imipalrment of loans 8re set out in Note 8,

Credjt Risk - Licuild Investment
Creditriskls the ek that tha other party to a financial instrument wil fail to discharge thair obligation resulting in the Credi Uinfon Incurring a
financial losa,. This usually cocurs when deblors fail 1o setile their obligations owing to the Credit Urilon.

Theré is'a conicgntration of credit risk with respact to invegiments; with the placement of investments with the NZACU énd roglstered banks.
This credil policy is that invesfments are anly made o institufions that sre crédit worthy, Dirgctors hive established policies that a fadmum
of 100% can be Invested with any onie financial institution af a time,

Thé risk'of losses from the liquld jnvestments undentaken is reduced by the nature and guality of the Independant rating of thie Investea and
the limits:lo concentration on one entity.

The'NZACU has a BB+ credit rating. All alerinvestmeants muzl be Wwith New Zealand re'gktered Banks,

_The policies of the Board allow investmenis ouiside the NZACU.

i
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18  MATURITY PROFILE OF FINANCIAL ASSETS AND LIABILITIES

Monetary assets and liabiliies have differing maturity profiles depeniding on the contractual lermy, snd in the case of loans the repayment
amount and frequency. The assodlaled table shiows the pered In'which diffsrent monelary assats and fiabilities held will rature dnd be
ellgible. for renegotiation or withdrawal. In the case of Ioans, the table shows the period over which the principel outstanding will be repaid
based on the temairing perlod to the repayment daie assunting conlractual repayménis are maintained. For term loans the abova
dissection is based upon contractual condmons of each oah being strictly complied with and §$ subject 1o changs In the event thet current

repayment conditions are varied.
612
2013 GnCall 1:3Months | 3:BMonths| Months | V-2years |25 years|Overs yur:’l Tata)
Monetery Assets : i
Recelvable
Cash and Cash i
Ecuivalants 2320072 @75,000 - - - - - ] 28058072
Depostts at NZACU 435,000 200,600 . . - - - 835,000
Trade and othet
receivables 20,841 - . - - - = | eopst
Loans to members 78,462 155268 227,249 | 400,308 622840 684,238 2128081 2280687
Cephal Notes . ) . ) 28,281 £6,281
Totaf Monetary . )
Assots Recoivable | 2,854,208 731,265 227249 | 408306 | 522,840 6842381 209,080 | 582,801 |
8-12
2013 ' On Calt 43 Months  |3-6Months| Months | 4-2 years |26 . vears|OverEyesrs] Totail
Manerary Liablities
Payable
Trede and other .

] 51‘ m . - - - - - - 3 5‘,069
Mambers Deposiis aedt 112 260,184 298,638 | BeB@as , - - 1 8218878
interest on Deposity. 85963 - - . . - - 35,063 .
Total Monetary }

Liabpites Paviblh 3708134 200,184 399,838 ] 698,848 - - . 5,303,001
€-12°
2012 OnCalt 13 Manths 3:OMoariths | Months | 1:2 years {25 ysars [OverSyeorsi Tpla!
Menatary Agsats
Recdlvable
Casgh and Cash
Equivalents ’ 917,073 875.000 - - - - s | 4882079
Deposits at NZACY 296,560 ¥0d.gdo 8 : - . . ¢8d,600
Trade and other
recajvables 20868 . . - . - - 20,858
Loans {6 members 75402 142374 208258 876507 574,858 740,802 243384 1 22568,433
Capltal Noles ) . - - 2 ~ s 80,201 86,281
Total Monetary . . )
Asgots Recelvabls 1,303401 1817874 | puease | arseor| . STaess| | 7T40,092] 229676 6347053
- - ;—:2 ’ : e R e
2012 On Call 1:3 Months _ ]3-12Months! ‘Mohths | 1:2 yeare | 2.6 yearsOverByearsl  Total
. dMoputary Lisbliilss
Payabla
“Tiade and oiher
payables 48,381 - - 3 - 4 B 46381
Mambers Doposils 3,269,591 463,054 30740 TerA18 % s = | AT40703
teifergat ot Daposity 2,807 e n . . . . A2.907
g 1
Total Monetdry _ ‘ ¥
Liabiiities Payable | . .. 3,348,659 463084 | 307140 701418 “ o - 4,818,971
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19 OTHER CREDIT RISKS
@ Maxfmum Cmdit Risk Exposure

amnunt of those assets as !ndicated inthe Balance Sheat

(b) Concentrations of Credit Risk

The Credit Unlon minimises concenlrations of credit risk in relation 10 1o8ns by uridértaking transactions with a large number of customers.
Cradit rlsk is currently managed in dccordance with the Prudential Standards to réduce the Credit Unlon's exposure to potential failure of
counterparties fo maet their obligations under the contract or-arrangement.

(¢} Large Couniterparties :

The Cradit Union has exposure to-counter-parties as follows:

Mumber of Gountor-parties
_ : ; _ Aseots Liabliltles
Gresater than 100% of equily : M .
Betweeri 90% &nd 100% o &cuity - -
Between 80% arid:90% of equity R .
Batwaen 70% and 80% of squity - .
Betwaen 60% arid 70% of equity s "

Betweéen 50% and 60% of equity &
Betwaen 40% and 50% of equity -
Batwesn 30% and 40% of equity -
Batwaen 20% and 30% of equity -
Between 10% and 20% of equi

Inrelation toloans to members. where a member has shares as secirity or deeried security, the seclirity has not been taken inlo accotin
when caleuldting the percentage of exposure.

T F F ¥

{d) Loans to Members
Loans ¢anionly be made fo Cradit Union members. Loan interest rates range from 7% lo 18% p.a. (2012: 7% t0 15% p.a. ) The Credit
Urilon hiag @ lending policy that requires various lavels and types of securlty for loans.and Incliudes that a portion of loans may ba secured
over the boirtwing members shares, The Friendly Societies and Credit Unions Act 1982 limits the risk of any onie member and provides,
atong with the loan agreement that any and ali shares might be used lo offset an Individual loan lo the limit of their liabiity; Unider section
110 of the Act; the maximum indebledness and repayment lerms of 8 member shall not, without the prior consent of the Reglstrar, exceed
“thi following limits:
~lnsecured Loan 5% of the valug of the assels of the Credit Unlon and 6 Years
- Securet Loan10% of the value of the assets of the Credit Unlon and 10 Years.

The Registrar of Friendly Socletiss and Credit Unions has approved an exiension of the secured foan lerm from-40 {0 20 Years.
The proportion of loans with repayments in arrears In excess of three months is 1% (2012:1%).
Other than loans, thera are no other monetary assels in aears.

Loans to Members

L.oans are for. varying térms but the standard loan contract bcludes an “on demand” clause. The monthly repayments
onthe loans for the past period represent an average loan of $3,670 (2012: 53,025).

The proportion of loans owed in‘aggregate by the deblors who vwe the six largest amounts 18 6.78%. (2012: 8,66%).
“Thers are no other monetary asset receivables thal exceed the individual value of thesa six largest loans.

The Cradit Unlon does not offer an overdralk facility.

pwe
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20 CONCENT RATION OF FUNDING

21

‘The Ctedit Uniot's:source- of - funding Is. memibers! deposits. . Acgordingly, the: funding is conventrated in.and limiled fo the area of the
‘comman bord" aqd oonaewenuy the- Gredit Unio ndl clus alyfmm individuals residing within. Hawke's Bay and from
within the Health Relatetﬂndushy “The funding from mémbers Is mcordad ‘28 MEmbers' Shares in the Bafarice Sheet. ©

FAIR VALUE OF FI NANG!AL’.ASSETS'ANQ LIABILITIES

" Far value has been determined.op he'basis of the present value of expected futuns cash fiows under the tarms and conditions of edch

used Ig_the dg;em:nin.ﬁm cash flows are thatthe eash flows will be consistent -
ot 5 The i only.rélevant to-clroumetances st balance date and will vary

o th ,oonﬁaemmtes ed:fo-each a8 ﬁ;gr,rglattve to;market: rales aiid eondﬂxmaitheﬁm Noasseishsldare
reguiarly raded by the Ocedit Umon Thet&ls no active madcetm asisess the: mme of the caphtal niotes.

2043 2012
- Boqk . Book
Falr Valus value Vairance FalrValue Value Varance
$ $ $ $ $ $
EINANCIAL ASSETS
Cash and Bank 2605072 2,695,072 - 1,892,073 1,892,073 =
Deposits at NZACU §35,000 635,000 - 990,000 090,000 -
Trade and-other receivables 20,843 20841 - | 20,866 20868 -
Loars to members 2,367,668 2,987,866 - 2,362,688 2,352,688 -
Capital Notés 86,281 86,281 - 85,281 86,281 -
Total Financlal Assets 5,824,660  5;A24:66f - 8,341,906 5,341,908 -
Trade and other payables 87,022 87022 - 80,184 80,194 -
Deposits from members 8215960 5215980 - 4740703 4,740,703 -
Total Financlal Liabilities 8,303,002 803,602 4,820,897 4,820,897 B

The net falr valile estimates were delerrmned by the following methodologles and assumplions:

Financlal Assets

Loans to.Members

As detalled In the accounting policies, loans.are canried at estimated mallsabla yalue after providing for Impairmen!s The directors believe
that eny differences betwsen: carrying value and fair value see ot material becauaeme loan perlods are relatively short and can be changed
to "on demand” hy&eMegs. 10 addition, Interest rate differences between lending dates and balanoa date aré not significant. :

Cash and Cash Equlvalents
The reported amourit is equal to falr value.
Recelvables

The reporied amourit takes into account the likelihood of collacting the amounts owed. The Directors believe these amounts refiect thelr falr
value.

Investments

{nvesiments ere disclosed on the basle of the value at the time of purchase, .Any variance between market valitie and cost price is not
mzterial.

Capital Notes

NZACU Capiital Notes cannol be traded easlly and retums fluctuate depending oh the NZAGU Group retums, therefore fair value Is
impractical 1o determine with precislon. Falr value Is assumed to b their carrying value,
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FAIRVALUE OF FINANCIAL ASSETS AND LIABILITIES - Continued

Financial Liabilitles
Deposit from mémbers
Deposms from members ara accepted on lhe basis of a fixad value of $1 per share. Daposlts notin whola douars are deemed lo be advanm

members‘ share baranea n tha Cred]l Unlon The Dfrectors beﬁeve !he reported values raﬂect fair va!ue

Members' shares are secured by a first ranking equitable assignment by way of security over Ihe whole of the Credit Union's présent and
future undertaking, property, sssets and: revenues, including the progeeds received for the subscripfion shares and uripald capital Gf any).
The equilable assignment by way of security was granted In favour of Trustess Executors Limitad, the Prudential Supervisor of the Cradit
Uriion, undet Trus! Deed dated 4th July 2001 which has been registered with the Registrar of Companies.

‘The Credit Unlon‘has lso granted to Trugtees Executors Limiled 4 security interest In all 1ts present and afler-acquired personal properly as
additional security for he members’ shares; Truslees Execulors Limiled has registered a financing stalement under the Personal Property

Securities Act 1988 In respect of the same, The grant of this secudly Interest was recorded In a Deed of Modification to Trust Deed dated 4th
July 2001 which has been registered with ihe Regislrar of Companles.

Other Liabllitles
Accounts Payable sre carried at fir value:

22 RELATED PARTY DISCLLOSURE
Remuneration-of key management personnal {(KMP}
Key mansgement personnel are those persons having euthority and responsibllity for planntng, directing and controling the activities of the
Cradit Union, direcily or indirectly, including any director {whether exscutive or otherwise) of that eniity. Control is the power to govemn the
financlel gnd operating policies of an entity so as 1o obtain benefiis from Hs ackvities.

Kay management persannel has bean taken 1o comprise the directors-and (he 1. member of the executive management responsible for the
day Yo day financial and operational management of the Credit Unilon.

Key management remuneration for the yoar ented 34 March 2013 was $79,580 (2012; $81,087) -

2013 2013 : 2012 2092
Divactors’ Other KMP Dirsctors Dther KMP
$ $ $ $
{a) shori-term employes benefits 79,560 . - 81,081
{b). posdt-employment benefits - . : “ @ - -
superannualion conkributionis
{c} olher forig-term benefils - net - - - -
Increases i lorig service feave
provision ~
(d) termination benefifs - . - -
{e) share-based payment e - . -~ -
Fotal ¥ 79,580 » 81,081

in'the above table, remuneration shown as short térm benefits means (where applicable) wages. salaries, pald annual leave and sick lasve,
proﬂt-shsdng and bonuges, valua of fringe benafits recelved, but sxcludes out of poclnet expense reimbursemenls

pwc
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23

24

RELATED PARTY DISCLOSURE - Continued

“The Direclors received no'fess or honaratia for their sewvices

The Credit Unlon deals with Directors and Trustees on he same terms and coriditions epplied to all members.

Direclots' and Key Managerment Personnel holdings at belance date are:,

owing fo Directors and Key Management
Parsonnel (Shares)

Owing from Directors and Key Management
Personinel (Loans)

There areé no shares from directors exceeding 12 months and afl directors [oans are repayable upon demand.

2013 2012
$ §
5i08 4,758

45,898 42,118

RECONCILIATION OF CASHFLOW FROM OPERATING ACTIVITIES WiTH OPERATING PROFIT

Operating (loss)/profit

Non Cash ltems
Revenue frorm Bese Capltal Not
Depreglation .
Bad Debis
Provision for Loan impalrment
Other non-cash accruals

Changes in Assets ard Liabilitles
Movements In Acocounts Receivable
Movements in Accounts Payable

NetCash Provided by /(Used In) Operating Activities

CLASSIFICATION OF FINANCIAL ASSETS AND LIABILITIES

The following financlal assels are required 1o be disclosed

Classified as *loans and teceivables”
Classifled as "available for sale”

“Total of finahclal liabliltles classified as “financlal fiabilitles measired at smortised cost”

2013 2012
$ $
(13,289)  (13,407)

14,408 15,779
(15) 16,383
(3518)  (6,567)

226 (2,267)
8828 1,769

4,642 11,700

2013 2012
$ $

5,738,879 5,255,625
86,281 86,781

5,824,660 5,341,808

6,803,002 4,820,897
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25 INTEREST RATERISK

The Credil Union's iexposure to Interast rate fisk, which 18 the tisk that'a inancial instrumént's value will fuctuale:as a result of changes in markel {fifarest rates and the effective weightad average intarast raie off
dlasses of financlal asseis and finahcial abiities, is:as follows:

Repricing period at 31 March 2013

Fixed lrkerasl Rt Maturing i & - Toal Weghod
e sensithve Tears: averaga sifective
; ) inlerestrais®
GloZmonths | _3to8 montis Slo 12 donths ilo2ysars 2lobyears Overs yaars -
| 2oty | gota | oooda | 2012 | aei3 | 2012 | o2et3 § ozof2 § 2013 | o012 2043 | 2042 | 2013 | 2012 | 2013 | 2012 § 2043 4 2092 | 2013 | 20u2
) 5000 | wooo | sooo | soo0 | sbos | 3000 | $000 | $000: 1 $'006 | §000 ! 000 | $000 | $'000 | $000.! 000 $000 | 8 $000 | 006 | w000 | 2013 | goi2
Mons Asgots i .
Cashand GeshEquivalents: | ‘2320F  “B17] 378 878 s s - < s - - - - - - . . - 2688 | 1,802 I0:5-3.5%0.5:3.5%
Deposils at NZACU: Qa5 20) 200 700 - - - - - : - - = - - - - - 6351 oo0| 3.40% | 334%
Trade and olber recsivables 2 A P . - . - - = - - - - - - s = 21 201 WA | s ]
Loans tomembers 78 75 158 1424 gl 208 408 a5 e23l uvs| esk| vl 23l 24a) . - - - 2300 | 2358 | 13.52%] 13.60%!
Capitsl Notes: - . - - - - - - ~ s - - - - . - %] %6 8 8| WA .l wa
Total Monstary Asssts. 28541 1,303 ™) wezf exrl 206 408 375] 823 5750 684 Tl 23] 244] - B 6 88f ssml s8] o | o
Mo Liabilltes : - . .
D 3621 32681 205 4631 aesl 807 B4y 01 - = - - - » - - . - 52161 4740 | 2.32% | 2.86%
Other payaties 81 48] - - - 1 - . - - . 4 - . . - o f o . 61 45} WA | NA
Provision for Intsrast 36 33 : : : : - : = - - - . - - - . s 38 2
Totsl Monstery Liabilities 38| 3348] 2w 483] cass{ 307 897 701 - - - . = - - - - - 5303] 4818f 0 0

-anpum);

{e) Capiial notes do nol have sny pre-deteminad rate of

*The welghted average sffaciive kiisresiiralo has besr-calcaaled on the inlorest sanslive financlal Instrumenis I each calegory. FIA - Not‘Applicable.

Iotérest. Injerast I payatile on a sic monihly basls I arvears siliject 10 the preltablilly of the NZACU Busiess Services Division Trust. The st Tiferest payment was 4.85% (2012: 5.77% per
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Independent Auditors’ Report

Report on the Financial Statements

We have andited the financial statements of Credit Union Bay I-Ieakh on pages 1 to:25, which
comprise the balance sheet as at 31 March 2013, the statement of comprehensive income, the
statement of changes in equity and the cash flow statement for the year then ended, and the
notes to the financial statements that include a summary of significant accounting polmes and
other explanatory information.

Director’s Responsibility for the Financial Statements

The Directors are responsible for the preparatlon of these financial statements in accordance
with generally a¢cepted accounting practice in New Zealand and that give a true and fair view of
the matters to which they relate and for such internal controls as the Directors determine are
necessary to enable the preparation of financial statements that are free from material
niisstatement, whether due to frand orérror;

Auditors’ Responsibility

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

Anaudit involves performing procediires to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures s¢lected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
“statements, whether due to fraud or error. In making those risk assessments, the auditors
congider the internal controls relevant to the credit unjon’s preparation of ﬂnanclal statements
that give a true and fair view of the matters to which they relate, in order to design audit
procedures that are appropriate in the clrcumstances, butnot for the purpose of expressing an
opinion on the effectiveness of the credit union’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates; as well ag evaluating the overall presentation of the financial statements.

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

Other than in our capacity as auditors we have no relationships with, or interests in, Credit
Union Bay Health

E R s e E e A S A A bR e AR Y RS ety g Ry T WET PP PP PP RPN S e S R P R e S R TR PR Pieadabrena’

PricewaterhouseCoopers, 36 Munroe Street, PO Box 645, Napier 4140, New Zealand
T: +64 (6) 835 6144; F: +64 (6) 835 0360, Www.pwo;com/nz



Independent Auditors’ Report

Opinion

In'ouropinion, the fnancial statements on pages 110 25:
@) comply with generally accepted accounting practice in New Zealand;
()  complywith International Financial Reporting Standards; and

(iii)  givea true and fair view of the financial position of the Credit Union as at
31 March 2013, and its financial performance dand cash flows for the year then
ended.

Report on Other Legal and Regulatory Requirements
We also report in accordance with Sections 16(1)(d) and 16(1)(e) of the Financial Reporting Act
1993. In relation to our audit of the financial statements for the year ended 31 March 2013:

6] we have obtained all the information and explanations that we have reqliired; and

(i) in our opinion, proper accounting records have been kept by the Credit Union as far
as appears from an examination of those records.

Restriction on Distribution or Use

‘This report is made solely to the Credit Union’s members, as a body. Ourauditwork has been
undertaken sothat we might state to the Credit Union’s members those matters which we are
required to state to them in an anditors’ report and for no other purpose. To the fullest extent
permitted by law, we do not actept or assimie responsibility to anyone other than the Credit
Union and the Credit Union's members; as a body, for our audit work, for this report or for the
‘opinions we have formed.

Flos e

Chartered Accountants L v Napier
10 June 2013 ' ‘



JFOURTH SCHEDULE
SCHEDULE OF ACCOUNTS

[Paragraph 1.2 ( “Share Accounts” )

Term Share Accounts

Name: Term share deposits.

Term 1 = 12 months ) ' ' :
Interest Rates {or method of caleulation), various rates, interest calculated daily, Early repayment interest
rate is 1% below the lowest term deposit rate offered by the Credit Union.

Minimum shareholdings -/$500.00

Timing of repayments: Upon maturity

Fees and Charges - nil,

Terms and condifions of account.

Minimuim term of investient is one month,

On Call Share Accounts
On Call Accounts

Name: Share Account

Interest Rate (or.method of calculation): 0.0% *+ bonuses

Minimum Shareholdings; $1.00

Timing of Repayments: N/A

Fees:and Charges: See table of maximum fees and charges that apply below

Terms and Conditions of Account: Funds may be withdrawn at any time
Christmas Club Account

Name: Christmas Club Account

Term: N/A

Interest Rate (or method of calculation): 2% +bonuses
Minimum Shareholdings: 0.00

Timing of Repayments: N/A

Fees and Charges: Nil

Terms and Conditions of Account: This account runs from 1 December to 30 November. If a withdrawal is made
during the year, the account must be closed and no interest is paid onit. ‘The account cannot be reopened again until
1 December.

Notice of Withdrawal Account

Loan Provider Accounts

Name: Loan Provider Account

Term: N/A ‘

Interest Rate (or method of calculation): 1.5% + bonuses

Minimum Shareholdings: $0.00

Timing of Repayments: N/A

Fees and Charges: See table of maximum fees and charges that apply below

Terms and Conditions of Account: Two weeks niotice of withdrawal of furids'to be given, In an emergency; funds
may be withdrawn'but there is an early withdrawal fee of $35.00



(0] Maximum Fees and Charges

Maximum Fee or Charge §

Accesséard — EFTPOS Per transaction 2.00
Accesscard — ATM Withidrawal Per fransaction 3.00
Accesscard ~card issue Per card 15.00
Accesscard —replacement card Per card 20.00
Accesscard — replacement pin Per pin 500
Accesscard — monthly account fee Per member 10.00
Cheque dishonour/stop Per cheque 50.00
Birect-Debit dishonour/stop Perdirectdebit 50,00
Loan Provider Alc-Early Withdrawal Fee Per withdrawal 50.00
Loan/Line of Credit (LOC) Application Fee Per approved loan/loc 150.00
Fasttrack Line of Credit Application Fee Per approved fasttrack loc . 50.00
Delinquency Charges

1* phone call/letter " Per phone call/lefter Free

2" phone call/letter Per phone calllletter 30.00

3™ phone call/letter Per phone call/letter 50.00

g subsequent calls/letters Per phone callfietter 100.00
Transaction Search Per hour (or pro rata) 50.00
Automatic Payment {AP) or Direct Debit (DD) '

Set Up Perform 2.00



FIeTH SCWEDOWE.

Crudedial Svpevisois Srtodermank
(Qvgc’eaagph '*)

Foundation
CORPORATE -
TRUST
9 September 2013
The Trustees.and Members
Credit Union Bay Health
C/-HB District Health Board
Omahu Road

HASTINGS

PRUDENTIAL SUPERVISTOR STATEMENT FOR PROSPECTUS DATED 9 SEPTEMBER 2013

In accordance with the requirements of clause 14(3) of Schedule 2 to the Securities Regulations 2009 we
confirm that in the Prudential Supervisor's opinion, the offer of debt securities (the ‘Offer’) as set out in this
prospectus complies with the relevant provisions of the Trust Deed. .

in connection with this opinion note that:
1. The Issueris responsible for the content of the disclosures in the Prospectus.

2. Ourresponsibility is to express an opinion on the of the Offer’s compliarice with the provisions of
the Trust Deed, based on our supervisory role under the Securities Act 1978 (the Act). Our
supervisory role involves supervision of the issuer’s performance of its statutory functions and any
other functions set out in the Trust Deed. We do not provide any guarantees or assurances about
the repayment of ahy Securities or the payment of interest thereon.

3. We have obtalned sufficient assurance from undertaking our supervisory activities to provide a
basis for our opinion. However, there are inherent limitations in performing a supervisory role and
we cannot provide an absolute assurance regarding the Offer's compliance with the Trust Deed.

4. We have disregarded any matter which we consider to be immaterial to investors in the debt
securities.

5. Corporate Trust Limited trading as Foundation Corporate Trust was appointed as Prudential
Supervisor by Deed of Retirement and Appointment dated 19 April 2013,

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 matenal in this Prospectus other than the Prudential
Supervisor's statement.

Yours sincerely

Stephanie MCGreeW

Regional Manager~Southern
FOUNDATION CORPORATE TRUST

Corporate Trust Litd
Level 6, AMP Chambers, 187 Peatherston Strect, P O Box 25502, Featherston Street, Wellington 6146 Plioné 04 901 4439
waww.foundationcorporatetrusi.co.nz




- SIXTH SCHEDULE

DIRECTORATE
[Paragraph 3.1}
Director's' Name and Address Title Current Role and Qualifications Experience
Dale Littley Director HBDHB Team Secretary for Dept | Board Administrator’s
6 Amrer Place Secretary of General Surgery Agsistant HBDHB
Havelock North N : . .
New Zealand Certificate in | Yarious Team Secretary and
Quantity Surveying, Personal Assistant roles
‘ ) within HBDHB
National Certificate in Business Admiistration support for
Ad.mzmsh'anon and Coinputing, the HBDHB Clinical Coticil
DiplomainManagement Board Memberand
Chairperson = Nelson Park
School Board of Trustees
NZACU Certificate in Credit
Union Governance Modules
Annette Louise Davis Director HBDHB Register Co-ordinator | Chair & Board of Trustees ~
26 Freyberg Avenue for the = National Cervical Port Ahi;ﬁri & Napier City'
Tamatea Screening Programme HB Children’s Centres
Napier
Certificate in Mahagement Owner —small busingss
Carol Ann Priest Director HBDHB IT Support Analyst 1 Board of Directors for Credit
15 Stanley Street Chairperson Union ‘Bay Health since 1999
Flaxmere Chair— Trustees .
Hastings Audit Corhmittee Member-of Credit Union
Institute of New Zeéaland
Completed numercsus
development and governance
training modules,
Christine Ruth Lord Director HBDHB Corporate Trustcé -'Oliver Smales’
4 Moana Place Vice Chairperson ‘Communications Manager, Memmorial Trust

Napier

Chair - Audit Committee
Treasurer

Master of Commiunications
Honours with Distiniction
Victoria University of Wellington

Previously Chair Trustees -
Credit Union Bay Health
Board of Directors — Credit
Union Bay Health since 2003

Kim Ellen Henneker Director HBDHB Associate  Clinical | 10 'yeéars Board experience |
930 Riverslea Road South Trustee Manager with  Health  Regulatory
Longlands , . Authorities and NZ Health
Hastings Masters of Health Sciences Authorities Combined Health
' Boards
Chair «~ Health Faculties

: , AUT and EIT :
Dianng Taihaere Nathan Wepa | Director HBDHB Senior Clinical Chairperson — Board of
77 Ngatarawa Road Trustee Workforce Co-ordinator ~ Maori | Trustees — Kahungunu Health
RDS : Health Services Charitable Trust
Hastings

BSW, MPhil

Director ~ Firniture Léase
Company




