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Auditors’ Report Dunedin, New Zealand

Tt e S o = Southland
‘0 the members of Southland Cradit Union :::.pme+ :334%033? o u a n

We have audited the financial statements on pages 10 to 21. The financial staternents  Direst Phone +64 3 470 3604
provide information about the past financial performance and cash flows of the Credit Union for the year ended
31 March 2006 and its financial position as at that date. Thig information is stated in accordance with the
accounting policies set out on page 13.

Directors’ Responsibllities »
The Credit Union’s Directors are regponsible for the preparation and presentation of the financial statements which

give a true and fair view of the financial positioh of the Cradit Union as at 31 March 2006 and its financial

performance and cash flows for the year ended on that date.

Auditors’ Responsibilities
We are responsible for expressing an independent opinion on the financial statements presented by the Directors
and reporting our opinion to you.

Basls of Opinlon
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial
statements. It also includes assessing:
(@) the significant estimates and judgements made by the Directors in the preparation of the financiat
statements, and
(b) whether the accounting policies are appropriate to the Credit Union’s circumstances, consistently applied An n U a I Re pO rt

and adequately disciosed. 3 1 st M arCh 2006

We conducted our audit in accordance with generally accepted auditing standards in New Zealand. We plannad
and performed our audit so as to obtain all the information and explanations which we considered necessary to
provide us with sufficient avidence to glve raasonabile assurance that the financial statements are free from material
misstatements, whether caused by emor or fraud. In forming our opinion we also evaluated the overall adequacy of
the presentation of information in the financial statemants.

We have no refationships with or interests in the Credit Union, other than in owr capacity as auditors.

Unqualified Qpinion

We have obtained all the information and explanations we have required.

Inn our opinion:

(a) proper accounting records have been kept by the Credit Union as far as appears from our examination of
those records; and

(k) the financial statements on pages 10 to 21:
- comply with generally accepied accounting practice in New Zealand; and )
- give a true and fair view of the financial position of the Credit Union as at 31 March 2006 and its -

financial performance and cash flows for the year ended on that date.

Our audit was completed on 15 June 2006 and our unqualified opinion is expressed as at that date.
2‘“"’“‘"““@7 | People Helping People
Chartered Accountants Dunedin
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Southiand Credit Union
2006 Annual Report

Our Mission
To be the preferred banking services provider
in Southland, by helping members maximise
their financial well-being.
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Southland Credit Union

Nominating Committee Report

The duty of the nominating committee is to nominate at least one member for each vacancy
for which elections are being held and to invite further nominations from the members, Al
nominations must be forwarded to the secretary at least 30 days prior to each annual
meeting,

20086 neminating Committee: John Bowman & lan Macara

Present Board Members: John Bowman, lan Macara, Terry O'Neill, Peter McKnight, Bill
Jefferies, Wade Devine, Allen Waghorn.

Directors due to retire: Terry O’'Neill, Bill Jefferies, Allen Waghorn, Peter McKnight.
Nominations Received: Peter McKnight, Terry O'Neill, Allen Waghorn, Hazel Sycamore.

As there are the required number nominated the above persons are duly elected as Board of
Directors for a two year term.

Nominations for Trustee: There is one frustee to be elected from the Directors on the night of
the Annual General Meeting. The Nominating Committes’s recommendation is Peter
McKnight be elected trustee for a further two year term. lan Macara and Terry O’Neill have
one year to serve.

Audit Committee repori

The Audit Commitiee is appointed by the board each year at the first board meeting following
the Annual General Meeting. The current audit committee members are Wade Devine
(Chair}, Peter McKnight, and Bill Jefferies. During the year the Audit Commitiee engaged the
sefvices of Kay Jones to conduct internal audit services on a contract basis. Kay completed
4 on-site audits during the year, assisted by members of the committee from time to time.
The audit committee are working through a comprehensive internal audit program developed
by BDO Spicers on behalf of & number of Credit Unions in the North Island.

During the yaar the Audit Chair also attended 2 national training days for Credit Union Audit
Chairs, run by the New Zealand Association of Credit Unions. These forums are valuable for
sharing intemal audit best practices and discussing topical issues within the Credit Union
industry.

Additionally the committes held meetings with the external Auditors,
PricewaterhouseCoopers of Dunedin, and reviewed their audit program. The Audit
committee is responsible to the board for the re-appointment of the external auditors.

The Audit committee were pleased with the standard of our operations and are working with
staff to ensure continuous improvement in our procedures.

The Audit committee wish to thank PricewaterhouseCoopers, Kay Jones, and the staff
members involved in our audits for their support.

A special thank you to Bill Jefferies who retires this year, for his work and dedication to the
audit commitiee and the board over recent years.

M
Wade Devine
Chair- Audit Committee.
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Southland Credit Union

Notes to the Financlal Statements {cont.

As at As at

19. COMMITMENTS 31-Mar-08 31-Mar-05

Capital Commitments at period end e NIl Mil
Commitments to lend at period end

Loans approved but not disbursed 624,360 206,965

Undrawn Line of Credil Facilities 104,004 83,209

$728,364 $290.194

Lease Commitmeants at pericd end

Within 1 year 93,075 78,075
1-2 yoars 70,303 78,075
2-3 years 7,500 55,303
34 yoars i} 0
§ years and over ] 0

~siroars —sEias

20. CONTINGENT LIABIITIES
There ware no known contingent Habitities as at 31 March 2006. (31 March 2005 Nil)

21. SUBSEQUENT EVENTS
No known events have ocourred subsequent to balance date which could materially affect these
financial statements.

22, SEGMENTAL REPORTING AND CONCENTRATIONS OF FUNDING AND LENDING
Southland Credit Union operates in the New Zealand financial services Industry providing consumer and personal
loans. [t ks service centres in Invercargll and Gone with savings and lending concentrated in the Scuthiand region.

23. ADOPTION OF NEW ZEALAND EQUAVALENTS TO INTERNATIONAL FINANGIAL REPORTING STANDARDS
In December 2002 the Mew Zealand Accounting Standards Review Board (ASRB) formally announced that New Zealand
raparting antities would be required 1o comply with Mew Zealand equivalents to International Financlal Reporting Standards
{NZ IFRS) for financial years commencing cn or after 1 .lanuary 2007. The ASRB also allowed the option of adopting
NZ IRFS one or wo years earlier,

The transition ko NZ IFRS is being managed by the directors, in consultation with staff of the New Zealand Associgtion of
Credit Unions and with our auditors, assessing the significance of these changes and preparing for their impiemeniation.
Itis planned to adopt these standands for the first time for the year ending 31 March 2008 with comparative information
being restated to conform to the requirements of the new standands.

To date, key differencas between existing accounting policies and those that are expected to arise from adopting NZ IFRS

have not been determined and consequently, the impact of these chenges on the financial statements cannot be quantified.

Therefore the actual impacl of adnpling MZ IFRs may result in a varlation from the information presentsd in these accounts
and that variation may be material.

Southland Credit Union
Registered Office

Credit Union Building

52 Don Street

INVERCARGILL

Postal Address P.O. Box 1437
Phone {03) 211-3950
Facsimile {03) 211-3952

Branch Offices

Tiwai Branch
NZAS - Tiwai Point
Phone {03) 218-5594

Gaore Branch

82 Main Street

Gore

Phone {03) 208-5594
Facsimile {03) 208-1172

South Invercargill Branch

South City Mall

243 Elles Road

Invercargill

Phone (03) 211-3950

Invercargill Central Branch

Corner Kelvin & Don Streets
Invercargill

Phone {03) 211-3950

Office Hours

Monday to Friday
8.30am to 5.00pm

Friday
1.00 pm to 4.00 pm

Monday to Friday
9.00 am to 4.30 pm

Monday, Tuesday, Thursday & Friday
9.00am to 5.00 pm
Wednesday 10.00 am to 5.00 pm

Monday, Tuesday, Thursday & Friday
9.00am to 5.00 pm

Wednesday 9.30 am to 5.00 pm
Saturday 10.00 am to 3.00 pm

Accessieller — 24 Hour Telephorne Banking
Account balances, transfer funds, pay bills.

Call Fleur on (03) 211-3950

24hrs, 7 days a week.

AccessOnling- 24 hr Intemet Banking Service

On-line banking — www.scu.co.nz

Free service to all Southland Credit Union members.



Southland Credit Union

Business Profile

Board of Directors

John Bowman (Chairman)

Wade Devine

Bill Jefferies

lan Macara

Peter McKnight

Terry O'Neili

Allen Waghorn

Hazel Sycamore {Associate Director)

General Manager
Andrew Leys

Senior Managers
Helen Malcolm — Credit Manager
Jamie Campbell — Business Development Manager

Member Service Officers

Donna Branks, Julie Colvin, Carolyn Edwards, Marie Jarvis, Pat Lamb, Linda
Leonard, April Muijs, Barbara McCarthy, Lesley McCurdy, Sue McGowan,
Margaret Rohan, Lenora Scoft, Lyn Stark, Carol Taylor, Lyle Watson, Rochelle

Small, Marc Colyer, Renee Puanaki, Manjula Devi, Arahi McLeod, Neil McDermott.

Bankers
New Zealand Association of Credit Unions through the Centralised Banking
scheme with Westpac Ltd.

Solicitors
Hewatt Galt

Auditors
PricewaterhouseCoopers — Dunedin

Affiliations

Southland Credit Union Charitable Trust

Southland Credit Union Budget & Financial Services Inc
New Zealand Association of Credit Unions

World Council of Credit Unions
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Southland Credit Union
Notes to the Financial Statements {cont.

18. FINANCIAL INSTRUMENTS

Financial instruments such as loans to members, accounts receivable, bank, NZAGU Dreposits and NZACU
Capital Notes are recorded al fair values. The methods of aceounting for possible changes In tha fair value
of financial instruments, such as doubtful loans receivable, are outlined under the poficy statements
assaciated with the particutar items. The Credit Uninn does not carry any off balance sheet risk.

RISK MAMAGEMENT POLICIES

CREDIT

All prospective hormowers are subject {o certain lending criteria. The Trustees have delegated
autherily to approve loans to management and staff up to set limits. Collateral is hald for the loans
to members in accordance with lending policy, and may include property morigages, vehicle
securities, and a charge over savings balances depending on the level of the advance.

INTEREST RATES

The Credit Union's nonmal lending terms allow rates to be reset on giving notice lo borrowers,
NZACU depasits carrying fixed interest rates are for terms nat exceeding 24 months.

Interest rates on members' Call Shares can be reset at any ime without notice. Term Shares
camying fixed interest vales are for terms not exceeding 24 months,

CREDIT RISK

Maximum exposure to credit sk are the disclosed carrying vaiues of tending and investment assets.

The Credit Union has a wida spread of invastments and is nof consldered to be exposed to any

significant concentrations of credit risk; other than the Credil Union makes wse of the NZ Assodiation of Cradit
Unions' Centrat Finance Facility (CFF) for its cash investments. The CFF reduces counterparty risk

by spreading its investments over banking institutions and by maintaining a welt diversified

investment portfolio with confrols over maturity, counterparty and cancentrations of Investments,

thereby limiting its credit exposure.

LIQUIDITY RISK

Loans to members - Loan contracts provide for all loans to ba repayable over short terms but subject to
being “repayable on demand” should this be necessary.

Investments - With the exceplion of the NZACU capital notes, these are eitter on-call imvestrments or
can be converted Into cash within & working days,

INTEREST RATE PROFILE OF MONETARY ASSETS AND MEMBERS SHARES AND LIABILITIES

Average Rate Per Annum
As at As at
31-Mar-06 31-Mar-05
Cash al Bank 1.500% 1.500%
NZACU Call Deposits 7.250% B.750%
Temn Deposits T 460% 6.880%
Loans to Members 12.682% 12.538%
NZACU  Caplial Notes 15.000% 15.000%
Call Shares 2.195% 2172%
Term Shares 7.022% 6.941%

FAIR VALUE OF FINANCIAL INSTRUMENTS

All financial instruments, except Loans to Members, are carried at their fair value In the Statement of
Financial Position, The fair value of Loans to Members cannot be determined with an acceptable leval

of rellability within the constraints of imelmess and cost, bacause it is not practicable to consider all relevant
factors to determine a fair value for each loan. Loans lo Members are stated in these financial statements at
their estimated recoverable amounts which s the gross amount receivable for all Loans less the Provision
for Doubtful Loans. The Provision for Doubiful Loana set out in note 7 is the maximum expected losses
ariging frem bormowers al balance date. While loans are recoverable for the full loan amounts there ara likety
to be a number of borowers who will be umable to repay the full amounts dus when called upon to do so

ard the Provision for Doubtful Loans has been calculated accordingly.
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Southland Credit Union
Notes to the Financial S

17. LIQUIDITY PROFILE

Total 0-6 mths B-12mths  12-24 mths 24-60 miths 60 + mths
MONETARY ASSETS RECEIVABLE (000's)
Cash and Bank 674,524 674,524 Nil Ni§ Nil il
NZACU Deposits 2,300,000 2,300,000 Nil N Nil Nil
Capital Notes 385,615 Hil NH Nil il 355615
Accounts Receivable Nil il Nit Nil il Nil
Acciued Interast 55,043 55,043 Nil Nl Nil Nil
Loans to Members 22,732,019 3.418,959 2,928,390 4 813908 6,266,747 5,205,015
Total Receivable $26,107.201 $6.448,526 $2.928,390 34,813,908 $6,285,747 $5,650,630
MEMBERS SHARES AND LIABILITIES PAYABLE (000's)
Call Shares 11,247 440 11,247,440 Nil Nil Nil Nil
Term Shares 11,280,175 7,836,064 3,431,490 13,621 Nil Nil
Acrounts Payable 497,315 497 M5 Nil Nl Nil Nil
Dividends Accrued 201,831 201,851 Mil Nil Mil Nil
Total Payable $23,226 761 $19.781 850 33431490 603,073 NIl Mil

Loan terma may vary bt all lnans are on demand and thesefpre ara classifiad as cument assets of the Credit
Union on the staternent of financial pesition. The presentation in the Equidity profile above refacts the anficipated
recavery in line with experienca and repayment expectations. Members' share deposits provide the source

of finance for loans to members. The 6 month and 12 month pericds are reporting measures and do not
necessariy reflect deposit terms/periods.

In the event that members requina their shares repaid and insufficient funds are available, the Credit

Union will make no further [oans until all applications for share withdrawsls are honoured,

As at As at

3M-Mar-06 3-Mar-05
The montily repapments on loans for the period
reprasent an average loan term of (months) 11.72 10.80
Tha proportion of monetary assets as 8r8 amounts receivable (kans)
with repayments in arrears In excess of three months is 1.21% 0.69%
Tha proportion of monetary assets 85 are Bmounts recelvable (loans)
owed in aggregate by the debtors who owe
the six langezt amaunts is 3.44% 3.60%
Undrawn Credit Faciiities
The Credit Union has an overdraft faciity of: $1,000,000 $1,000,000
with ive MZ Assec. of Cradit Unlons. Tha tenm of the faclity is
committed for five years.
Amount drawn down is: il Nil
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Southland Credit Union

What is a Credit Union?

A Credit Union is a financial co-operative which is owned and operated by its
members. It allows them to save, borrow money and use other banking services.
Its members have something in common i.e. place of work, type of employment or
area in which they live (common bend). The members run the co-operative
themselves by democratic rules.

The first modern Credit Union was formed in Germany during the 1840’s by a
group of people who decided they would all benefit by saving together and lending
money {o each other.

In Southland during the late 1970's there were a number of small Credit Unions
started at various work sites in the region. The Tiwai Credit Union was started in
August 1977 by employees of the New Zealand Aluminium Smelter. In 1987 Tiwai
Credit Union changed its name to Southland Credit Union and shortly after this
Southland Area Health Board and St Theresa's Credit Union transferred their
engagements to the newly named Southland Credit Union. Since that time we
have accepted transfers from NZ Paper Mills, Mataura and Makarewa Freezing
Works, Bluff Waterfront and Community Credit Unions.

Membership of the Southland Credit Union is now open 1o all Southlanders.

Governing Rules & Regulations

Southland Credit Union is governed by the Laws o the Friendly Societies and
Credit Union Act 1882 and registrar relating to the Credit Union, its articles of
incorporation and bylaws adopted by the Board and approved by the Registrar.

Mission Statement
To be the preferred banking services provider in Southland, by helping members
maximise their financial well-being.

The Southland Credit Unions’ Objectives

To Safeguard Members’ funds.

= Promote thrift among members by the accumuiation of their savings.

« The use and control of members’' savings for their mutual benefit and to make
loans to members for provident or productive purposes.

« The training and education of the members in the wise use of money and in
the management of their financial affairs.

s At the discretion of the Credit Union and as a minor adjunct to its other
objects, the welfare of its members and the making of donations for
charitable, cultural, benevolent , or philanthropic purposes.
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Southifand Credit Union

Southland Credit Union

Notice of Meeting Notes to the Financial Statements (cont.
Notice is hereby given that the Annual General Meeting of Members of the As at As at
Southland Credit Union will be held at the Southland Club, corner of Deveron & 13. ACCOUNTS PAYABLE 31 Mar 0 v
Leet Streets, Invercargill, on Thursday the 15™ of June 2008, commencing 7.00 Resident Withholding Tax 60,091 52436
pm. Employee Entitlerents 108,060 123,583
Sundry Creditors 195,827 176,870
$497,318 $653,905
14. DIVIDENDS ACCRUED - -
Call Shares Nil Nit
Agenda Term Sheres. 168,978 236,258
1. Welcome to Members and Guests — 5207831 — 5238455
2. Apologies e n>_mm_._ _"__.o..."__om wmaﬂ%zn__._ﬂ_oz 397,318 636,962
et Surplus for Pe: s E
, . Non Cash fems
3. Confirmation of the minutes of the 2005 AGM. Depreciation 203,884 100,464
Bad Loans Written Off 87,983 81,756
4. Business arising from the minutes Loss/(Gain) on sale of Fixed Assets (14.000) N
Increase/{Decraase) in Provision for
. . Doubtful Loans 63,229 23,789
5. Receipt and Adoption of: (Increass)/Decrease in Operating Accounts Receivable 200 (200)
(2) Directors' Report (ncesscyecresse I ipad e ™
]
(b) z_m:mmm_._._ma Report Payable (86,587) 110,800
(c) Finance Report (Increass)/Decrease in Accrued Income on
{d) Audit Report _Emaqwo _,.._,Mauma _mﬂwmv m .Nww
nvesmmen R -
. Increase/(Decrease) it Dividends Accrued (36,628) 112,830
6. Genera! Business . . Net Operating Cash Flows $628.697 $1,078,302_
{a) Appointment of Auditors A
; As at at
(b) Adoption & new rules 16. DIRECTOR'S INTERESTS 31-Mar-08 31-Mar-D5
ﬁou Other business Shares - owing to Directors $42,273 $40,512
Loans - owing fa Directors - current due within 1 year $5,856 $5,936
7. zoamsmzsﬂ Committees’ WQUO-._“ - non-current due betwaen 12-80 manths $14,288 §13,832
. . All directors held shares under normal conditions and are current (terms less than 12 months).
8. Election of Directors and Trustees .

Loans were advanced to directors with an interest rate of 11.25% and are repayable under
normal commercial arrangements, subject to being "repayable on demand” should this ba necessary.

The Directars have amanged an [nsurance policy to protect
1 a) The Credit Union from financial foss in the event of a claim against a Director, Trustee or
Employee for an uniawful act and
b) Directors, Trustees and Employees against personal loss in the event of a claim for an
allegad wrongful act.

3 18
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CAPITAL NOTES

NZACU Business Services Division Trust Base Capital Notes represent monies invested with the

NZACU Business Services Division Truet for an open ended term. The Base Capital Notes
constiute unsecurad obligations of the NZACU Business Senvices Trust and rank equally

and without priciity or preference among themseives, The Base Capital Notes rank after creditors
in the event of the winding up of the NZACL! Business Services Division. Capital Noles may only
ba sold or ransferred to another Credit Union that is a member of the NZACU Business Services

Divislon and with the consant of the Business Sarvices Divislon Board of Directors.

. PROPERTY, PLANT & EQUIPMENT Book

Accum, Value

Cost Depm. As at

-Mar06
Freahold Land 270,000 Nil 270,000
Building 560,000 111,000 449,000
Total Land & Buildings 830,000 111,000 718,000
Fumlture & Flttings 505,756 322378 183,378
Data Processing Equip 525,262 252,895 172,367
Motor Vehicles 1] 0 0
$1.861,018 $786.273 £1,074,745
31 Mar 2005 $1,600,444 $622.389 $978,055

Rateable vakiation of land and buildings in Gore & at 1 September 2004 was:

Rateable valuation of land and buildings in Invercargill at 1 July 2005 was:

Depreciation Charge for the period ended: 31-Mar-06
Building 56,000
Fumiture & Fitfings 47,884
Dala Proceasing Equip 100,000
Motor Vshicles 0
203,884

TOTAL ASSETS

Luan terms may vary but all Ioans are on dermand and for the purpase of this snalysis are classified as receivable

within twelve months.

included in "Fotal Assels” is one counterparly in excess of 10% of Equity being

total monies held at MZACU 60-70% of Equity

As at

CALL SHARES HM-Mar-06
Access (S1) 2,232,763
Moneymaker (52} 1,141,132
Money Management (S3, 54, $5, 511) 1,245,479
Loyalty (36) ~ 6,202,633
Christmas (57) * 405,081
Christmas Hamper ($10) 20,172
$11,247,440

Book
Value

As at
31-Mar-05
270,000
505,000
775,000
17,372
185,683
0

$078,055

Land Value
Capital Value

Land Value
Capital Value

31-Mar-05
31,000
6,109
56,855
7,500
100,464

Asat
31-Mar-)5
2,084,665
1,213,485
1,198,570
5,672,731

370,461
25216

—— 1
510,565,128

* *Notice™ period for withdrawal of Loyally Saver shares is fourteen days, Christmias Club shares

may not be withdrawn until after 1 December sach year.

$83,000
$155,000

$295,000
$750,000

Shares are secured by the Trust Deed dated 20th Dec 2000 between Trustee Executars Ltd and Southland Credit Unlon.

TERM SHARES

Maturing within twelve months 11,266,554
Maturing within twelve to twenty-four months 13,621

511,280,175

10,972,459
603,073
311,575,532

Shares are secured by the Trust Deed daled 20th Dec 2000 between Trustes Execytors Ligt and Southiand Credit Unlon.

Southland Credit Union

Directors’ Report
Delivered by Southland Credit Union Chairman — John Bowman

It is with great pleasure that |, on behalf of the Directors of the Southland Credit
Union present the 2006 Directors’ Report.

| am glad to report to you on another exceiient year for the Credit Union as we
continue to go from strength to strength.

Our membership continues to ﬁ o i Members
grow although we would like to

see many more Southlanders
benefiting from banking with the
Credit Union. As you will be
aware, your Credit Union not
only provides an excellent range
of personal banking services, but
also helps members manage their finances better and encourages savings, to
ensure members are better off when they bank with us.

Encouraging savings is a key point of difference for your Credit Union and also
extends to lower loan interest rates, and lower fees. Southland Credit Union
has been recognised in both endeavours over the past year to be national
leaders, by winning the "People Helping People" award for Credit Unions and
also receiving a “5 star” rating on our "Access Account” from Cannex. These
are the culmination of many years hard work and determination by your board
and staif of the Credit Union. None of this is achievable without the ongoing
support from you the member.

Southland Credit Union has grown significantly over recent years and one of the
obligations of the board is to ensure we continue to maintain and build our
skills, so that we can continue to help the Credit Union succeed. You will be
pleased to know your board has committed to continuous ongoing training as
part of the responsibilities of being a director of Southland Credit Union. Each
director is expected to have an annual training program which helps ensure the
leadership of your credit union is maintained at the highest standards.

To this end, | myself have been working through a year long diploma course
with the Australian Credit Union Institute, in Credit Union Governance. | am the
first New Zealand Credit Union director to have done so and expect to graduate
later this year.




We have also been working on reviewing our governance processes against
current best practices. We have completed a formal Board Evaluation process
with the New Zealand Institute of Directors, evaluating both the Whole board,
the Chair, and each individual director. Through this process we intend to keep
our [eadership current with the growing needs of your Credit Union.

Another important change this year has been the appointment of a contracted
qualified "internal auditor”, to assist the Audit Committee. Kay Jones was
appointed just prior to last years AGM and has been working through an
internal audit program developed by BDO Spicer’s specifically for Credit
Unions. Maintaining best practice internal procedures and systems is important
to the future success of your credit union and we are pleased to have Kay
Jones on board to assist in this ongoing process.

| would also like to thank Bill Jefferies who retires as a Director of your Credit
Union at this Annual General Meeting. Bill has been a Director of Southland
Credit Union for 10 years, and was previously involved with the Mataura Paper
Mills Credit Union. Bill brought a wealth of experience and knowledge and also
contributed greatly to the Audit commitiee during his time on the board, Bill was
a staunch advocate for the credit union, particularly in the Gore area. One of
the many projects he advocated for over the years has been the Mataura ATM,
which should be operating if not by the time of the AGM, then shortly
afterwards.

Thank you Bill.

| would also like to highlight a significant community sponsorship initiative
undertaken this year by your Credit Union. We recommended that an annual
awards night be established to celebrate the achievements of all Southlanders
who had achieved a trades qualification in the previous year. The initiative was
picked up be the Chamber of Commerce Southland, than we were the naming
sponsors for what turned out to be a fabulous event celebrating the
achievements of nearly 50 young Southfanders. We are pleased to remain the
main sponsors for this event in 2006.

Bereavements
On behalf of all members we offer our sincere sympathy to those who have
suffered the loss of a loved one during the year.

Y ———

ohn Bowman
Chairman.
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Southland Credit Union
Notes to the Financial Statements
7. LOANS TO MEMBERS (Cont.) As at As at
31-Mar-06 31-Mar-06

Non-Accrual Assets
Balance at beginning of period 7,138 56,609
Additions 38,913 122,285
Amounts Written OFf (87,683) {81,756)
Deletions Nil Nit
Balance at end of perlod $48.068 $97,138
Past Due Assets
Balance at beginning of period 80,037 91,872
Additions 149,930 {11,835)
Armounts Written Off Nil Nil
Deletions Nil Nil
Balance sl end of period $229 967 $80,037

Non-accrual Assets are those loans to members for which the Credit Union expects it will not be able to
coflact all amounts owing in accordance with the terms of the contract with those members,

Past Due Assets are those loans to members (not being a non-accrual asset, rastructured asset,
Real Estate or Other asset on enforced security) which have not been operated by the member
within the terms of the loan contract for aver 90 days.

Provision for Doubtful Loans

A Provision for Doubtful Loans is made in aceordance with the Prudential Standards recommended
fo their members by the New Zealand Association of Credit Unions. These guidelines have been
approved by the Board, and pertain to all Ioans where the loan is not being paid in accordance with
the terms of the loan agreement, and the debtor has not entered into a satisfactory amangement to
discharge the loan. The provision comprises a spacific provision assessed on certain loans plus a
general provision calculated as follows:

Period in arrears Percentage appfi owin
31-90 days 20%
91-181 days 40%
182-272 days 60%
273-364 days 80%
365 days and over 100%

Also, an amount egual to 5% of overdrawn savings accounts, together with 1% of "Line of Gredit”
loans Is added to the general provision.

For Year For Year
ended ended
General Provision 31-Mar-06 31-Mar-05
Balance at Beginning of Period 167,671 184,311
Net charge (credit) to Statement of Financial Performance 28,682 {16,740)
Balance at End of Period 186,253 187,571
Specific Provision
Balance at Beginning of Period 97,138 56,600
Net charge (credit) to Statement of Financial Performance 34,547 40,529
Balance at End of Period 131,685 07,138
Total Provision for Doubtful Loans $327,938 $264,709
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Southland Credit Union
Notes to the Financial
4. RESERVES (cont) As at As at
Retained Eamings M-Mar-06 31-Mar-05

Retained eamings have been set aside to provide the
Credit Union with a realised capital base.

Balance brought farward

Add increase this period

2,286,157
193,619

1,826,475
456 662

$2.479,776 $2,286,157
Propartion of Total Assets 9.12% B8.62%
Total Resorves $3,855,182 $3,557,864
Propaortion of Total Assets (Capital Adequacy Ratio) 14.55% 13.42%

CASH AND BANK
The Credil Union uses the New Zealand Association of Credit Unions' Central Finance Facility (CFF) for its
banking. The Credit Union operates & bank account with WestpacTiust for it's transactional banking needs.

. NZACU DEPOSITS

New Zealand Association of Credit Unione Central Fund Daposits held are

Calt Deposits 1,150,000 2,700,000

Tarm Deposits Maturing within 12 menths 1,150,000 1,050,000
$2,300,000 $3,750.000

LOANS TO MEMBERS

Personal Loans 15,798,660 13,447,088

Movigages 7,251,288 7.585 667

Gross Loans Receivable 23,049,657 21,002,746

Provision for Doubtful Loans 327,538 284,709

Loans Receivable $22722.018 $20.738,037

Al 31 March 2005 thera was no oan to & member exceeding 10% of Equity. (31 March 2005 also none)

Asset Quality
To comply with the requirements of the Financial Reporting Standard Number 33, the following analysis
of Loans to Mambers is provided. As at As at
31-Mar-06 31-Mar-05
Gross Provision MNet Gross Provision Net,
Loans For Loss Loans Loans Far Loss Leans
[Nerracerual Assets 48,068 48,068 Nil 97,128 97,138 Nil
Resktuctured Assels Nil il Nit Nil Nil Nil
Real Estate on
Enforced Security Nil it il (1] it Nil
Other Assets on
Enforcad Sacurily| Nil it Nil il Nit Nil
Past Due Assels 229,967 135,313 04,654 80,037 45,716 34,321
Citver L oan Assets
with interest accrued} 232,771,922 144,567 22,627,365 | 20,825,571 121,855 20,703,716
Total Loans | $23,040,957 $327938  $22722.019 | $21.002 746 $264, 700 $20,738,037

Southiand Credit Union
General Managers’ Report

Presented by the General Manager, Southland Credit Union — Andrew Leys

| am pleased to report that the Credit Union continues to operate profitably
thanks to the work done over the past 10 years to ensure your credit union is
run prudently and for the benefit of all members. The net profit for the year was
a healthy $387,318, around 55% up on budget, although down on last year (see
net surpius graph below). This is because of several initiatives undertaken in
recent years and during the past year {o return more benefits back to members,
while maintaining a sound profitable organisation. Initiatives which have
affected profitability in the past 12 months include:

» Lowering of personal loan interest rates over a number of years.

e Installing our own ATM’s and providing free access fo those ATM's for

members, estimated to save members $135,000 per year in transaction

fees.

» Opening a new branch in Invercargill at the South City Mall in August 2005
+ Refurbishment of the Invercargill Central office during 2005.

ugg Wet Surplvs
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As you can see, 2005 has been a

busy year for us at your Credit
Union and we hope members
appreciate the new services,
particularly the new office in South
City and the free access to your
funds through our ATM's.

The opening of the South City office has proved popular with members. The
ATM installed in that office is the busiest of any Credit Union ATM in the

country.

Member reserves continue to grow
(s&e graph to the right). Member
reserves were just under $4 million
at the end of the financial year, and
are 14.55% of total assets, the
highest level recorded to date. This
helps ensure members funds are
safeguarded from any potential

1989 2000 2001 002 2003 2004 2005 2006

future losses (if any).

A significant achievement this year, for which | must thank the members, is the
move away from providing cash withdrawal services in the offices. Members




have been very supportive of this move, changing their habits to withdrawing
funds free of charge from our own ATM’s. Over half of all ATM withdrawals are
now undertaken at one of our own ATM's. This has significantly reduced the
security concerns at the offices, helping safeguard members and staff, and
creating opportunities for us to expand and improve services. The South City
office would not have been able to have been opened without this change.

Another highlight this year was at the National convention for Credit Unions,
heid in Invercargitl during September 2005. At this event your Credit Union was
once again the recipient of the “People Helping People” award, the highest
accolade for a New Zealand Credit Union. We won the award based on our
efforts to help members save thousands of dollars on finance deals from
finance companies, car dealers and even the banks.

Early in 2006, we continue to add to the services available to members. We are
very keen to help members into their first home and are

pleased to have been accepted into the Housing Hew r

Zealand “WelcomeHome” Loan scheme. This scheme "
allows members who meet certain criteria, to purchase gﬂo; ?g
their first home with no deposit required. We believe this will prove to be an
enormously beneficial opportunity for many members and their families.

sz As members will be aware, over the past 10 years your credit
o) M—v union has been adding to the banking services we offer to the
point that we can now provide all the banking services most
members need. Not only have we been able to implement
some leading edge services such as TXT and internet
banking, we have also been relentless in trying to make sure
& g members receive the best value possible. To that end, we

....«... ..ﬂn..#o were pleased to be recognised by a review of banking

services in New Zealand, conducted by Cannex during March

2006. This resulted in our cheque account, the “Access Account” receiving the
highest rating (5 star) in both the low transaction and high transactional banking
account. Once again this has shown our commitment to ensure you receive the
best possible services at the lowest possible price.

I fully expect the good work undertaken this year will lead to an even more
successful year this financial year. One where members increasingly realise
that they are indeed better off “banking where you belong”

flidven.

Andrew Leys
General Manager.

Southland Credit Union
Notes to the Financial Statements

1. OTHER INCOME
Cost Recoverias (Fees)
Loan Application Fees

2. ADMINISTRATION EXPENSES
Accesscard Charges
Accesscash ATM Charges
Asscciation Duas
Audit Fees
Other Services Provided by Auditor
Bank and Cash Handling Fees
Data Processing
Data Communications Costs
Directors Meeting Fees
Directors Expenses
Fidelity Insurance
Lease Costs
Marketing
Motor Vehicle
Postage
Office Expenses
Property Expenses
Stalionery and Printing
Telephone and Access Teller
Other Administration Gosts

[}

. STAFFING COSTS
Salarles
Staff Training and Seminars
Fringe Benefit Tax
Other

4. RESERVES
General Reserve

For Year
ended
31-Mar-06
542,473
228 592

$771,085

349,418
42,172
54,515
18,487

Nit

111,642

164,349
23,813

4,200
23,285
10,219

100,496

139,125

145,559
$1.411,904
831,476
34,839
25,080

14,694

906,099

For Year
ended
31-Mar-05
532,823
223 788

$756,611

349,305
11,742
50,343
15,202

Nil

103,750

160,041
20,512

5,250
17,458
10,037
86,441

142,192

2,668
13,034

2,895
33,330
57,285
38,867

138,476

$1,258 828

704,531

8,654

il
13,436

—_—
$726.621

A General Reserve has been established in accordance with 5118 of the Friendly Societies and
Cradit Unions Act 1982. The General Reserve may not be distributad until the Gredit Union is
being wourd up or dissolved, but may be applied for the following purposes:
(i) to offset realised losses from loans to members which have been written off as bad debts:
{ii) to offset unrealised losses from loans to members which have been included in a provision

for doubtful foans

Balancs Brought Forward
Add Increase this Period

Proportion of Total Assets

As at
31-Mar-06
1,271,707

203,699
$1,475 406

—_——

5.43%

As at
31-Mar-05
1,091,427

180,280
9.:»3%3.
4.809%



Southland Credit Union Southiland Credit Union

Statement of Accounting Policles Statement of Financial Performance
For Year
BASIS OF REPORTING Nates ended
Southland Credit Union is a Cradit Union registened under the Friendly Societies and Cradit Unions Act INCOME 31-Mar-06
1982. The financial statements have besn prepared in accordance with the requirements of tha Inerest from
Friendly Societies and Credit Linions Act 1982, the Financial Reporting Act 1993, and the Securities Loans o Members - Non Accrual Assets 0
H&mhmﬁhmﬁhmunm._..gm Loans to Members - Other Loans M WH“%
The Accounting Principles recognised as appropriate for the measurament and reporting of Financial Interest from Investments _mmw.w._..__
Performance and Financial Pogition an a historical cost basis ane followed. All amounts are inclusive Commissions mm.ucm
of Goods and Senvices Tax (GST) as the Creadit Unlon is treated as an end user for GST purposas. Bad Loans Recoversd wc.cww
PARTICULAR ACCOUNTING POLICIES Rent Received 1 cm.cco
The particular accounting policies which materially affect the measurement of Financial Pesformance, Other Incarme 1 771 .cmm
Cash Fluws, and Financial Position have been applied as follows: Total Operating Revenue la
1 Intersst on Loans to Mambers pa 2 i
Income from inecest on loans o mesnbers is recorded in the period eamed. Each repayment is . .
alipcated first to interes! up to e date of repayment and the balanca to reduction of principal. - MM___”_O_” M.mn__.”ﬂ Fixed Assets |___n_mwlwwolm.
Cutstanding interest has been accrued to balance date on all ioans except those which are owver R
90 days in arrears, where interest is accounted for as received. - EXPENSES
% Loans to Mambers o "
Loans to members are stated at the gross amount receivable |ess the provision for doubtiul loans. * mﬂﬂamﬂmowﬁ w ! _MM.M.H
Loans considered not recoverable are written off as bad debls in the Stalemet of Financial Bad _-qu_._m Writtan OFf mu.cmm
Parformance. Any principal repayments recaived from previously written off [oans is shown Provision far Doubtful Loans 7 mw“umm
separately as Incoma in the period in which it is recelved. Depreciati oy 203 834
3 Retained Eamings . . Dividends Call Sharas 245,476
Retained eamings together with the General Reserve, farms tha basis for the Credit Union's Term Shares 771 989
capiiat adequacy measurement ko meet recognised pridential standards for financial i
instikutions, afier the statutory amount is transferred to the General Reserve. ——————e
4 Proparty, Plant & Equipment Tatal Cperating Expenses 3,690,654
Property, Plant & Equipment are recorded at cost less accumulated depreciation. —
5 Depreciation HET SURPLUS FOR PERIOD |8|31E
Depreciation is charged using the straight iine method over the estimated useful lives.
Rates of depreciation used are
Buiding 10 % on cost TRANSFERS TO RESERVES
Fumitune & Equipment 25 - 33 % on cost
. N General Raserve 203,699
Data Processing Equiprve 265 - 33 % on cost g
Molor Vehicles 25 % on cost Retained Eamings 193,618
6 Statement of Cash Flows —— e ie
The Statement of Cash Flows has been prepared using the direct approach method. Cash and k
cash equivalents reflect the balance of cash used in the day to day management of the Credit
Union.
7 Non-accrual, Restructured, Real Estate, Enforced Security, and Past Dus Assots Statement of Movements in Equity
These are [oans fo membess which are recognised in accordance with paragraphs 4.27, 4.38 and For Year
5.2 of FRS 33. The gross amounis of these assats and comesponding provision for doubtiul ended
leans which haa been brought to account in the financial statements are set out in note 7 below (Pages 27-28} " 31-Mar-08
Interest income from thesse assets is not accrued.
CHANGES IN ACCOUNTING POLICIES
There have been no matarial changes N accounting policies during the period. . TOTAL EQUITY AT BEGINNING OF PERIOD 3,557 864
MET SURFLUS FOR PERIOD 397,318
Telad recognised revenue and expenses for the period 397,318
TOTAL EQUITY AT END OF FERIOD $3,855,182
13 10
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For Year
ended
31-Mar-05

Q
2,465,833
2465833

237,828
62,864
2912
52,500

756,611

3,604,540
1,052

——— i,
3,605,601

1,258,928
728,621
81,756
23,788
100,464
191,601
585,480

2,968,039

3635 962

180,280
458,682

3638,962

For Year
enied
31-Mar-05

2920902

636,962
636,962

§3,657.864



Southland Credit Union
Statement of Financial Position

Matas
RESERVES
General Reserve
Retained Eamings
Total Resarves 4
Representad by
ASSETS .
Cash & Bank 5
NZACU Deposits [
Accounts Recelivable
Accrued Interast - Loans to Members
Accrued Interast - Investments
Loans to Members 7
Total Currant Assets
NZACU Capital Notes 8
Total Invastments
Properly, Plant & Equipment ]
Total Non-Current Assets
Total Aasets 10
Less
CURRENT LIABILITIES
MEMBERS" SHARES
Call Shares 1
Term Shares 12
Total Members™ Shares
Accounts Payable 13
Dividands Accrued 14

Total Accounts Payable
Total Cyrrent Liabilites

NET ASSETS

As at
3-Mar-06

1,475,406
2479776

$3.055,.182

874,524
2,300,000
¢

33138
21,905
22,722,019
25,761,586

355,615

355,615

1,074,745
1,074,745

27,181,946

11,247,440
11,280,175
22,527,615

497,318
201,831
699,149
23,226,764

$3,855,182

These accounts have been authorised for issue on the Sth Juna 2006

g -

Jofin Alexander Bowman
hairman

Pedees.

Asat
3t-Mar-05

1,271,707
2,286,157

£3,557,864

630,640
3,750,000
200
32,585
35,756

20,738,037

25,187,218

355,615

355615

978,065
078,055

T 26520888

10,565,128
11,575,532
22,140,660

583,305
238,459
822,364

22,963,024

$3,567 BG4

lllll\l.\l.ll.ll..]|..

Wade Devine
Treasurer

Andrew David Leys
General Manager
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Southland Credit Union
Statement of Cash Flows

CASHFLOWS FROM OPERATING ACTIVITIES
Cash was provided from

Interest on Loans to Members

Interest on Investments

Sundry Income

Cash was applied to
Administration and Staffing Expenses
Members Benefits - Dividends

Net Operating Cash Flows

CASHFLOWS FROM INVESTING ACTIVITIES
Cash was provided from

Loan Repayments by Members

Sale of Investments and Deposits

Proceeds from Sale of Property, Plant & Equipment

Cash was applied to

New Loan Advances to Members

Purchase of Investments and Deposits
Purchase of Property, Plant & Equipment

Net Investing Cash Flows

CASHFLOWS FROM FINANCING ACTIVITIES
Cash was provided from

New Call Shares Deposited
New Term Shares Deposited

Cash was applied to
Withdrawal of Call Shares
Withdrawal of Term Shares

Net Financing Cash Flows

Net Increase(Decrease) in Cash
Add Cash at Beginning of Perigd

Ending Cash Carried Forward

12

Motes
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For Year
ended
31-Mar-06

2,785,410
302,798
995,062

4,087,270

2,404,480
1,064,093
3,458,573

$628,607

22,560,385
1,450,000
14,000
24,024,365

24,695,502
NIl

300,573

74,958, 165

(3971,770)

164,912,116
13,002 024
178,004,140

|

184,229,804
13,3587 379
177,617,183
386,057
$43 884
630,540

$674,524

Peaople Helmng Paohle

For Year
anded
31-Mar-05

2,454,600
250,463

802,132
3,617,402

1,875,759
663,251
2,539,010

$1,078,382

21,815,381
Nil

1,450
21,816,831

24 635,683
2,243,082
969,521
27,865,186

($6.038,355)

149,448,768
13,778,302
163,227,068

148,649,540
9,673,953
158,523,403
4,708,575
{5256,368)
887,028

$830,640



