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Chairmands Annual Report to Members

Dear Members,

I't is my pleasure to report to youi09finahchaleggeaCr edi t U

Strong Lending Growth amidst a challenging year

During the course of 2008 i 09 we were able to advance a record $54.2M in loans to members.
The ongoing modernisation of our lending range has helped to keep us relevant to borrower
requirements. Whether it is a home loan, investment loan, personal loan, credit card or small
business loan - Hunter United is well placed to satisfy member needs.

The strong level of lending advances lead to a 10.96% growth in our loan portfolio (against system
credit growth of 3.11%). We are encouraged by this result, as it is a good indication that we are
assisting members in achieving their financial goals.

In addition to the increase to our loan portfolio, credit quality has been maintained at a very high
level. Hunter United is committed to responsible lending practices and does not encourage
members to over extend themselves. At the end of the financial year our loan arrears greater than
90 days was just 0.056% of our loan portfolio reflecting the strong commitment our members have
to honouring their financial commitments. We continue to closely monitor the economic
environment to ensure any adverse impacts of the global financial crisis (GFC) do not lead to a
material deterioration of our credit quality.

The last financial year saw dramatic and unprecedented changes to interest rates. In response the
GFC, the Reserve Bank dropped the target cash rate by 4.25% over the course of eight (8)
months. This rapid change to interest rates was welcomed by borrowers but meant reduced
income for our investing members. For the Credit Union, this interest rate shock reduced our
before tax profitability for the year to $36,000. Our relatively high reliance on fixed term deposits
had locked in a high cost of funds while loan rates were reducing, which resulted in substantial
margin compression. | am pleased to report that this temporary situation has been addressed and
normal profitability has returned. | thank members for their understanding during this highly
unusual time.

Hunter Unitedb6s capital r epgtatadeqeasy raticemarsalB.43% att30 o n g

June 2009. This means we hold reserves at 2.3 times the statutory minimum providing a sound
basis for future growth.

Service Improvements for Members

The last 12 months has seen a continuation of our business improvement program aimed at better

PN

meeting our memberés financial needs. Some of

e Home Loan Package combining a home loan and everyday banking with fee waivers and
discounts to provide members with a great value package solution.

e SMS Banking Alerts giving members greater control and security over their banking by
qguickly informing them of activity on thei

e Small Business Banking with a new range of products and services designed specifically for
small businesses with one very important addition i the personal service they deserve.

e First Home Saver Account the award winning account (Money Magazine Winner 2009)
specifically designed to give members savings for their first home a boost.

e Increased ATM Access to over 2700 ATMs with the addition of St George and Westpac ATM
networks. Now you can use your Hunter United card at over 2700 ATMs across Australia
without incurring foreign ATM charges.
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| 6d I'i ke to take this oppor tandniyfeow Directotsffoatmek o u

hard work in 2008 i 09 to improve the service offered to members.

Future Outlook

Since 30 June 2009 there has been positive signs of global economic recovery and confirmation
that Australia has not slipped into recession. Locally, research published by the Hunter Valley
Research Foundation indicates that employment is holding up reasonably well. At Hunter United,
new lending volumes continue to be good although a reduction in government incentives for first
home buyers may reduce activity.

Short of the global economy suffering any further significant shocks, we expect a far less volatile
year in 2009 7 10. We envisage a solid year ahead leveraging the investments made to improve
member service.

Finally, | &dwmsethhtelunterd)dited has partnered with the Australian Government to
offer interest free green loans to members to assist with improving water and energy efficiency at
their homes. The green loan scheme came into effect in July and is for amounts up to $10,000 and
has no upfront or ongoing fees to members. | encourage members to contact the Credit Union to
take advantage of this innovative lending scheme.

Conclusion

| thank you again for your support for Hunter United and the opportunity to serve you as Chairman
of the Board.

Helen Murray

Helen Murray
Chairman.
28 September 2009
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Directors

Report

The following persons were directors of the Credit Union during the whole of the financial year and

up to the date of this report:

Names, qualifications, experience and special responsibilities

Ms Helen Murray, B.A, LL.B

(Chairman)

(Board Audit & Risk Management Committee)
(Chairman Mergers & Acquisitions Committee)
(Nominations & Remunerations Committee)

Mr Mark Hedges, B.Bus, MBA, M App Fin,
CPA, CFTP

(Deputy Chairman)

(Mergers & Acquisitions Committee)
(Chairman Nominations & Remunerations
Committee)

Mr John Ford, B.A, Grad Dip Business Studies
FIFS, FAMI

Mrs Sharon Howes, B.Sc, Grad Dip Mgt
(Nominations & Remunerations Committee)

Ms Melanie Kneale B.Bus Sci (Hons)
MAICD
(Appointed 28/01/2009)

Mr Bruce Pickering, B.Comm (Hons), FCPA,
FAICD

(Chairman Board Audit & Risk Management
Committee)

(Mergers & Acquisitions Committee)

Mr Alan J Smyth, B.Comm,

(Board Audit & Risk Management Committee)

Special Counsel i Sparke Helmore Solicitors.

Treasurer & Risk Manager i OneSteel Limited
Director of various affiliate and subsidiary
companies of OneSteel.

Managing Directori Hunt er Uni t e«
Credit Union Limited. Director of Woodford
Country Store, 21 years management
experience in Banks, Building Societies and
Credit Unions.

Executive Officer Organisational Development,
Safety and Environment i Snowy Hydro Ltd.

Chief Operating & Technology Officer i nib
health funds.

Board i Black Dog Institute

20 years experience in international and local
health care, financial services and consulting.

Accountant i Former General Manager i
Toronto Private Hospital. Executive Director of
East Maitland Private Hospital Ltd (20 years)
and associated companies.

Retired

Directors were in office from the beginning of the financial year until the date of this report, unless

otherwise stated.

Company secretary

The company secretary is Kent Dwyer B.Comm, ASA, AIMM. Mr Dwyer was appointed to the

position of company

Hunter Uni t ed

secretary 1in
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Directorsd Report (continued)

Meetings of directors

The numbers of meetings of the Credit Uni ondds
during the year ended 30 June 2009, and the numbers of meetings attended by each director were:

Full Meetings of | Board Audit & Risk | Mergers & Nominations &
Directors Management Acquisitions Remunerations
Committee Committee Committee

A B A B A B A B
Helen Murray 12 13 10 11 1 1 1 2
Mark Hedges 13 13 *x o 1 1 1 2
John Ford * 13 13 *%* *%* *%* *%* *% *%
Sharon Howes 12 13 *x ** *x *x - 2
Melanie Kneale 8 8 *x *x *x *x *x *x
Bruce Pickering 13 13 11 11 1 1 * *x
Alan Smyth 12 13 11 11 *k ** * **

A = Number of meetings attended

B = Number of meetings held during the time the director held office or was a member of the
committee during the year

* = Executive director

** = Not a member of the relevant committee

Principal activities

During the year the principal continuing activities of the Credit Union involved the provision of
financial services to members in the form of taking deposits and giving financial accommodation as
prescribed by the Constitution. Therewere no si gni fi cant changes i
activities during the year.

Review of operations

A summary of results is set out below:

2009 2008
Profit from ordinary activities after income $ $
tax expense 29,132 375,392

The results of the Credit Unionds operations
Directors been substantially affected by any item, transaction or event of a material and unusual
nature, not otherwise referred to in this report.

The Credi t -tayprofitfor thesyeap wae $36,411 (2008: $529,526) representing a decrease

of 93.12% over the previous financial year, with net profit after tax being $29,132 (2008: $375,392)
representing a decrease of 92.24%.

Total assets increased to $196,316,637 for the year to 30 June 2009 (2007: $172,512,080).
Significant changes in the state of affairs

In the opinion of the Directors there were no significant changes in the state of affairs during the
year.

Hunter United Employees’ Credit



Directorsd Report (continued)

Likely developments and expected results of operations

Disclosure of information relating to future developments in operations of the Credit Union and the
expected results of those operations in subsequent years which will not, in the opinion of the
drectors, be prejudicial to the interests of

Maters subsequent to the end of the financial year

No other matters or circumstances have arisen since 30 June 2009 that have significantly affected or
may significantly affect:

@the Credit Unionébés operations in future fin
(b) the results of those operations in future financial years; or
(c) the Credit Unionés state of affairs in f

Environmental regulation

The Credit Union has assessed whether there are any particular or significant environmental
regulations which apply to it and has determined that there are none.

Insurance of officers

During the financial year, the Credit Union paid a premium to insure the directors, company
secretary and senior executive management of the Credit Union.

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

No insurance cover has been provided for the benefit of the auditors of the Credit Union.

Proceedings on behalf of the Credit Union

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring
proceedings on behalf of the Credit Union.

No proceedings have been brought or intervened in on behalf of the Credit Union with leave of the
Court under section 237 of the Corporations Act 2001.

Auditor

PricewaterhouseCoopers continues in office in accordance with section 327 of the Corporations Act
2001. Details of amounts paid and payable to the auditors (PricewaterhouseCoopers) for audit and
non-audit services during the year are set out in note 22.

AcopyoftheAudi t or 6s i ndependence decl aration as r
Corporations Act 2001 is set out on page 7.

Dated the 28th day of September 2009.
The report is made in accordance with a resolution of the Board of Directors.

Helen Murray Brue Pickering
Chairman Director
HELEN MURRAY BRUCE PICKERING

Hunter United Employees’ Credit



Directorsd Report (continued)

PRICEWATERHOUSE(COPERS

ABN 52 780 433 757

26 Honeysuckle Drive
PO Box 77

DX 77 Newcastle
Australia

WWW.pwc.com/au

NEWCASTLE NSW 2300

PricewaterhouseCoopers

PricewaterhouseCoopers Centre

Telephone +61 2 4925 1100

Audi torods I ndependence Decl ar at i| Facsimie+61249251199

As |l ead auditor for the audit of Hutmetyerenddh3D Jueed
2009, | declare that, to the best of my knowledge and belief, there have been:

@) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Hunter United

D A Turner

Newcastle
Darren Turner

Partner 28 September 2009
PricewaterhouseCoopers

Liability limited by a scheme approved under Professional Standards Legislation

Hunter United Employees’ Credit
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This financial report covers Hunter United Emp |l oyeesdé Credit Union Limited act
report is presented in the Australian currency.

Hunter United Employeesd Credit Union Limited is a c
Australia. Its registered office and principal place of business is:

Hunter United Employeesd Credit Union Limited
130 Lambton Road

Broadmeadow NSW 2292

A description of the nature of the Credit Unionds op
report on page 4, which is not part of this financial report.

The financial report was authorised for issue by the directors on 28" September 2009. The Credit Union has the
power to amend and reissue the financial report.
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Interest income
Interest expense
Net interest income

Fee and commission income
Fee and commission expense
Net fee and commission income

Other operating income

Impairment losses on loans and advances
General administration expenses

Other operating expenses

Profit before income tax

Income tax expense
Profit for the year

Profit attributable to members of Hunter United
Empl oyees6 Credit Uni

Hunter

Notes

w

3
9(b)

S

United

Empl oyeesd
Income Statement
For the year ended 30 June 2009

2009 2008

$ $
13,650,536 13,694,997
(8,646,610) (8,048,317)
5,003,926 5,646,680
1,180,436 1,303,499
(374,471) (432,189)
805,965 871,310
130,497 22,734
15,704 (9,728)
(3,948,969) (3,849,010)
(1,970,712) (2,152,460)
36,411 529,526
(7,279) (154,134)
29,132 375,392
29,132 375,392

The above income statement should be read in conjunction with the accompanying notes

Hunter United Employees'’
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Hunter United Employeesdé Credi
Balance Sheet
For the year ended 30 June 2009
2009 2008
Notes $ $

ASSETS

Cash and cash equivalents 6 5,388,375 12,344,288
Other receivables 7 87,072 95,686
Placements with other financial institutions 8 26,137,178 10,880,696
Loans and advances to members 9 161,023,614 145,073,284
Other financial assets 10 125,617 124,600
Intangible assets 11 338,938 365,684
Property, plant and other equipment 12 3,141,449 3,539,315
Deferred tax assets 13 74,394 88,527
Total Assets 196,316,637 172,512,080
LIABILITIES

Payables 14 646,952 729,978
Other borrowed funds 15 - 902,098
Deposits due to members 16 176,508,024 151,725,815
Current tax liabilities 17 - 33,970
Provisions 18 255,862 243,552
Deferred tax liabilities 19 - -
Total Liabilities 177,410,838 153,635,413
Net Assets 18,905,799 18,876,667
EQUITY

Reserves 20(a) 3,325,390 3,325,390
Retained profits 20(c) 15,580,409 15,551,277
Total Equity 18,905,799 18,876,667

The above balance sheet should be read in conjunction with the accompanying note

Hunter United Employees'’
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Hunter United Employeesdé Credi
Statement of Changes in Equity
For the year ended 30 June 2009

2009 2008
Notes $ $

Total equity at the beginning of the financial

year 18,876,667 18,501,275
Profit for the year 29,132 375,392
Total recognised income and expense for the

year 29,132 375,392
Total equity at the end of the financial year 18,905,799 18,876,667

The above statement of changes of equity should be read in conjunction with the accompanying
note

Hunter United Employees’ Credit 11



Cash flows from operating activities
Interest received

Fees and commissions received

Dividends received

Recoveries on loans previously written off
Other revenue

Interest paid

Fees and commissions paid

Payments to employees and suppliers (inclusive
of goods and services tax)

Income taxes paid

Net (increase)/decrease in placements and
withdrawals from other financial institutions

Net (increase)/decrease in loans and advances to

members
increase/(decrease) deposits due to members

Net cash inflow (outflow) from operating
activities

Cash flows from investing activities
Payments for intangibles

Payments for property, plant and equipment
Proceeds from sale of property, plant and
equipment

Net (increase)/decrease in investment securities

Net cash inflow (outflow) from investing
activities
Cash flows from financing activities

Proceeds from debt securities issued, other
deposits and other borrowed funds

Repayments of debt securities, other deposits and

other borrowed funds

Net cash inflow (outflow) from financing
activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the

financial year

Cash and cash equivalents at end of year

Hunter

Notes

25

11
12

United

rélimprioo Limieed 6
Cash Flow Statement
For the year ended 30 June 2009

2009 2008
$ $

13,586,415 13,678,269
1,178,950 1,303,183
14,952 15,884
10,456 6,850
104,072 -
(8,522,880) (7,861,516)
(374,471) (432,189)
(5,286,345) (5,590,610)
(211,128) (173,008)
(15,256,482) 3,999,462
(15,925,331) (2,743,135)
24,782,209 79,148
(5,899,582) 2,282,338
(103,565) (158,689)
(49,651) (441,164)
(1,017) (82,800)
(154,233) (682,653)
(6,053,815) 1,599,685
11,442,190 9,842,505
5,388,375 11,442,190

The above cash flow statement should be read in conjunction with the accompanying notes

Hunter United Employees'’
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Hunter United

Empl oyeesd

Notes to the financial statements
For the year ended 30 June 2009

Contents of the notes to the financial statements
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Summary of significant accounting policies

Critical accounting estimates and judgements in applying accounting policies

Non-interest revenue

Non-interest expense

Income tax expense

Cash and cash equivalents

Other receivables

Placements with other financial institutions

Loans and advances to members

Other financial assets

Intangible assets
Property, plant and equipment

Deferred tax assets

Payables
Other borrowed funds

Deposits due to members

Current tax liabilities

Provisions

Deferred tax liabilities

Reserves and retained profits

Related party transactions

Remuneration of auditors

Contingencies

Commitments

Reconciliation of profit after income tax to net cash inflow from operating activities

Economic dependency

Events occurring after the balance sheet date

Segment Information

Financial risk management

Capital management
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Hunter United Employeesdé Credi

Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial report are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

(&) Basis of preparation

This general purpose financial report has been prepared in accordance with Australian equivalents
to International Financial Reporting Standards (AIFRSSs), other authoritative pronouncements of the
Australian Accounting Standards Board, Urgent Issues Group (UIG) Interpretations and the
Corporations Act 2001.

Compliance with IFRSs
Australian Accounting Standards include AIFRS. Compliance with AIFRSs ensures that the
financial statements and notes comply with International Financial Reporting Standards (IFRSs).

Historical cost convention
These financial statements have been prepared under the historical cost convention, as modified
by the revaluation of available-for-sale financial assets and land and buildings.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Credit Unionds accounting polic
or complexity, or areas where assumptions and estimates are significant to the financial
statements, are disclosed in note 2.

(b) Interestincome and expense

Interest income and expense are recognised in the income statement for all instruments measured
at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial asset or a
financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period
to the net carrying amount of the financial asset or financial liability. When calculating the effective
interest rate, the Credit Union estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options) but does not consider future credit losses.
The calculation includes all fees paid or received between parties, transaction costs and premium
incurred or discounts received in relation to the contract that are an integral part of the effective
interest rate.

Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognised using the rate of interest used to discount the future
cash flows for the purpose of measuring impairment loss.

(c) Fee and commission income and expense

Fees and commissions are generally recognised on an accrual basis when the service has been
provided or incurred. Loan fees received in relation to the origination of loans is deferred and
recognised as an adjustment to the effective interest rate on loans. The outstanding balance of the
deferred origination income is recognised in the balance sheet as a decrease in the value of loan
balance outstanding.

Hunter United Employees’ Credit 14



Hunter United Employeesdé Credi

Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies (continued)

(c) Fee and commission income and expense (continued)

Expenses incurred directly in relation to the origination of loans, investments and other debt
instruments are deferred and recognised as an adjustment to the effective interest rate on loans
and debt instruments. The outstanding balance of the deferred origination expenses is recognised
in the balance sheet as an increase in the balances outstanding.

(d) Financial assets

Financial assets are classified into the following categories :
¢ loans and receivables;
¢ held to maturity investments; and
e available-for-sale investments.

Management determines the classification of its financial assets at initial recognition. Refer to notes
1(e) - (g) for accounting policies with respect to the financial assets held by the Credit Union.

(e) Loans and receivables
Loans and receivables comprise of loans and advances to members.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in the active market. They arise when the Credit Union provides money directly to a
debtor with no intention of trading the receivables.

Loans are recognised when cash is advanced to members. Loans are initially recognised at fair
value net of transaction costs. Loans and receivables are carried at amortised cost using the
effective interest method. Interest calculated using the effective interest rate method is recognised
in the income statement, refer to note 1(b) above.

(f)  Held-to-maturity investments
Held-to-maturity assets comprises of placements with other financial institutions.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Credi
ability to hold to maturity. Were the Credit Union to sell other than an insignificant amount of held-
to-maturity assets, the entire category would be tainted and reclassified as available-for-sale.

Held-to-maturity assets are initially recognised at fair value net of transaction costs and
subsequently measured at amortised cost using the effective interest method. Interest calculated
using the effective interest rate method is recognised in the income statement, refer to note 1(b)
above.

(9) Available-for-sale investments

Available-for-sale investments are comprised principally of equity securities (non-listed) which are
intended to be held for an indefinite period of time, which may be sold if the need arises.

Available-for-sale investments are non-derivatives that are designated as available for sale and are
not categorised into any of the categories of financial assets at fair value through profit or loss;
loans and receivables and held-to-maturity investments.

Hunter United Employees’ Credit 15



Hunter United Employeesdé Credi

Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies (continued)

() Available-for-sale investments (continued)

Gains or losses arising from changes in the fair value of the equity instruments are recognised
directly in equity via an available-for-sale investment reserve, (refer to note 20(a),(b)) until the
equity instrument is derecognised or impaired at which time the cumulative gain or loss previously
recognised in the reserve should be recognised in profit or loss. Dividends received on equity
instruments are recognised in the income sta
payment is established.

The fair values of quoted investments in active markets are based on current market prices.
Unlisted equity securities which do not have an active market or other methods of determining fair
value do not result in a reasonable estimate, then the equity securities are carried at cost less any
impairment losses. Dividend income is recorded in the income statement on an accrual basis when
the Credit Unionés right to receive dividend

(h) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to
settle on a net basis, or realise the asset and settle the liability simultaneously.

() Impairment of financial assets
0] Loans and advances to members

The Credit Union assesses at each balance date or more frequently if events or circumstances
indicate that they might not be recoverable whether there is objective evidence that a loan or a
group of loans is impaired, which includes observable data that comes to the attention of the Credit
Union about loss events. The Credit Union first assesses whether objective evidence of impairment
exists individually for loans that are individually significant. If the Credit Union determines that no
objective evidence of impairment exists for an individually assessed loan, whether significant or
not, it includes the loan in a portfolio of loans with similar credit risk characteristics and collectively
assesses them for impairment. Loans that are individually assessed for impairment and for which
an impairment loss is or continues to be recognised are not included in the collective assessment
of impairment.

If there is objective evidence that an impairment loss on loans has been incurred, the amount of

the |l oss is measured as the difference betwe
value of the estimated future cash flows (excluding future credit losses that have not been incurred)
di scounted at the | oanb6s original effective

through the use of an allowance account and the amount of the loss is recognised in the income
statement. If a loan has a variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate determined under the contract.

When a loan is uncollectable, it is written off against the related provision for loan impairment. Such
loans are written off after all the necessary procedures have been completed and the amount of
the loan loss has been determined by management and approved by the Board of Directors.
Subsequent recoveries of amounts previously written off shall be reversed directly or by adjusting
the provision for loan impairment. The reversal shall not result in a carrying amount of the loan that
exceeds what the amortised cost would have been had the impairment not been recognised at the
date the impairment is reversed. The amount of the reversal is recognised in the income statement.

Hunter United Employees’ Credit 16



Hunter United Employeesdé Credi

Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies (continued)

() Impairment of financial assets (continued)
(i)  Available-for-sale investments

A significant or prolonged decline in the fair value of the equity investment below its cost is
considered in determining whether the equity instrument is impaired. If any such evidence exists,
the cumulative loss - measured as the difference between the acquisition costs and the current fair
value, less any impairment loss on that investment previously recognised in profit and loss i is
removed from the available-for-sale reserve and recognised in the income statement. Impairment
losses recognised in the income statement on these equity instruments are not reversed through
the profit and loss.

()  Securitisation

Participation in any new securitisation program/structure will need to be assessed at each balance
date. Interest income relating to the equitably assigned mortgage loans will be recognised in the
income statement of the Credit Union measured at amortised cost using the effective interest rate
method. Interest expense on the loan to the special purpose entity will equate to the coupon
payable on the loan from the special purpose entity which include the terms and conditions of the
arrangements and services between the Credit Union and the special purpose entity. These
include adjustments for fees paid directly by the special purpose entity to external party providers,
servicing, liquidity fees and residual income.

(k) Income tax

The income tax expense or revenue for the pe
taxable income based on the income tax rate adjusted by changes in deferred tax assets and
liabilities attributable to temporary differences between the tax bases of assets and liabilities and
their carrying amounts in the financial statements, and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates
expected to apply when the assets are recovered or liabilities are settled, based on those tax rates
which are enacted or substantively enacted. The relevant tax rates are applied to the cumulative
amounts of deductible and taxable temporary differences to measure the deferred tax asset or
liability. An exception is made for certain temporary differences arising from the initial recognition of
an asset or a liability. No deferred tax asset or liability is recognised in relation to these temporary
differences if they arose in a transaction, other than a business combination, that at the time of the
transaction did not affect either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses
only if it is probable that future taxable amounts will be available to utilise those temporary
differences and losses.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets and liabilities and when the deferred tax balances relate to the same taxation
authority. Current tax assets and tax liabilities are offset where the entity has a legally enforceable
right to offset and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Current and deferred tax balances attributable to amounts recognised directly in equity, such as
those that are related to fair value re-measurement of available-for-sale investment securities are
also charged directly to equity and is subsequently recognised in the income statement together
with the deferred gain or loss.

Hunter United Employees’ Credit 17



Hunter United Employeesdé Credi

Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies (continued)
()] Property, plant and equipment

Land and buildings are shown at fair value, based on periodic, but at least triennial, valuations by
external independent valuers, less subsequent depreciation for buildings. All other property, plant
and equipment is stated at historical cost less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the assetbds
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Credit Union and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the income statement during the financial period in which they are
incurred.

Increases in the carrying amounts arising on revaluation of land and buildings are credited, net of
tax, to other reserves in sharehol dero6s equi
previously recognised in profit or loss, the increase is first recognised in profit or loss. Decreases
that reverse previous increases of the same asset are first charged against revaluation reserves
directly in equity to the extent of the remaining reserve attributable to the asset; all other decreases
are charged to the income statement. Each year, the difference between depreciation based on the
revalued carrying amount of the asset charged to the income statement and depreciation based on
the assetb6s or i gitmassferredfmm the propeety, plamtfandtequipmenti s
revaluation reserve to retained earnings.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method
to allocate their cost or revalued amounts, net of their residual values, over their estimated useful
lives, as follows:

e Buildings i 40 years

e Vehiclesi 4to 5 years

e  Furniture, fittings and equipment i 3 to 15 years

e Leasehold improvements i the lease term or 5 years whichever is the shorter

The ass et vauesramdusefdllived are reviewed, and adjusted if appropriate, at each
balance date.

An assetds recoverable amount is written dow
carrying value amount is greater than its estimated recoverable amount (refer to note 1(0)).

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement. When revalued assets are sold, it is the Credit

Uni onds policy to tr amthéassetrdvdiuatiorareserve mtrespedt af tbdseu
assets to retained earnings.

(m) Intangible assets

Acquired computer software licences which are not an integral part of the related hardware are
capitalised on the basis of the costs incurred to acquire and bring to use the specific software.
They have a finite useful life and are carried at cost less accumulated amortisation and impairment
losses. Amortisation is calculated using the straight-line method to allocate the cost of computer
softwares over their estimated useful lives, which vary from 2.5 to 7 years.

Hunter United Employees’ Credit 18



Hunter United Employeesdé Credi

Notes to the financial statements
For the year ended 30 June 2009

1  Summary of significant accounting policies (continued)

(m) Intangible assets (continued)

Costs associated with the development or maintenance of computer software programs are
recognised as an expense as incurred. Costs that are directly associated with the development or
production of identifiable and unique software products controlled by the Credit Union, and that will
probably generate economic benefits exceeding costs beyond one year, are recognised as
intangible assets. Direct costs directly attributable include software development and employee
costs.

Computer software development costs recognised as an asset are amortised, when the software is
in a condition ready to be used, using the straight-line method over their useful lives.

(n) Leases

Leases of property, plant and equipment where the Credit Union has substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases are capitalised atth e | e
inception at the lower of the fair value of the leased property and the present value of the minimum
lease payments. The corresponding rental obligations, net of finance charges, are included in other
long-term payables. Each lease payment is allocated between the liability and finance cost. The
finance cost is charged to the income statement over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The property, plant
and equi pment acquired under finance | eases i
life and the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases (note 24). Payments made under operating leases (net of
any incentives received from the lessor) are charged to the income statement on a straight-line
basis over the period of the lease.

(o) Impairment of assets

Other non-financial assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset
Therecoverableamount is the higher of an assetods fa
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash inflows which are largely independent of the cash inflows from
other assets or groups of assets (cash-generating units). Non-financial assets that suffered an
impairment are reviewed for possible reversal of the impairment at each balance date.

(p) Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents comprise balances with
|l ess than three monthsdé maturity from the da
highly liquid investments which are subject to an insignificant risk of changes in value, and bank
overdrafts. Bank overdrafts are shown within other borrowed funds in liabilities on the balance
sheet.
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Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies (continued)
(g) Accounts receivable

Accounts receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. Accounts receivables are
generally due for settlement within 30 days.

Collectability of accounts receivables is reviewed on an ongoing basis. Debts which are known to
be uncollectible are written off by reducing the carrying amount directly. An allowance account
(provision for impairment of accounts receivables) is used when there is objective evidence that the
Credit Union will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days
overdue) are considered indicators that the accounts receivable is impaired. The amount of the

i mpairment allowance is the difference bet we
of estimated future cash flows, discounted at the original effective interest rate. Cash flows relating
to short-term receivables are not discounted if the effect of discounting is immaterial.

The amount of the impairment loss is recognised in the income statement within other expenses.
When a accounts receivable for which an impairment allowance had been recognised becomes
uncollectible in a subsequent period, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against other expenses in the income
statement.

(r)  Financial liabilities
Financial liabilities may be held at fair value through profit or loss or at amortised cost. When a

financial liability is recognised, initially it should be measured at its fair value net of transaction
costs, unless the financial instrument is designated as fair value through profit or loss.

Refer to note 1(s) for the accounting policy with respect to the financial liabilities of the Credit
Union.

(s) Deposits due to members
Represent deposits accepted from members.

Deposits initially recognised at fair value (being fair value of consideration received) are
subsequently measured at amortised cost using the effective interest method, refer to note 1(b)
above.

(t) Payables

These amounts represent liabilities for goods and services provided to the Credit Union prior to the
end of financial year which are unpaid. The amounts are unsecured and are usually paid within 30
days of recognition.

(u) Employee benefits
0] Wages and salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be
settled within 12 months of the reporting date are recognised as annual leave payables in respect
of employees' services up to the reporting date and are measured at the amounts expected to be
paid when the liabilities are settled.
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Notes to the financial statements
For the year ended 30 June 2009

1 Summary of significant accounting policies (continued)
(w) Employee benefits (continued)
(i) Long service leave

The liability for long service leave is recognised in the provision for employee benefits and
measured as the present value of expected future payments to be made in respect of services
provided by employees up to the reporting date using the projected unit credit method.
Consideration is given to expected future wage and salary levels, experience of employee
departures and periods of service. Expected future payments are discounted using market yields
at balance date on national government bonds with terms to maturity and currency that match, as
closely as possible, the estimated future cash outflows.

(i) Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement
date, or when an employee accepts voluntary redundancy in exchange for these benefits. The
Credit Union recognises termination benefits when it is demonstrably committed to either
terminating the employment of current employees according to a detailed formal plan without
possibility of withdrawal or providing termination benefits as a result of an offer made to encourage
voluntary redundancy. Benefits falling due more than 12 months after balance sheet date are
discounted to present value.

(iv) Superannuation

Contributions are made by the Credit Union to an employee's superannuation fund and are
charged as expenses when incurred. The Credit Union has no legal obligation to cover any
shortfall in the fund's obligation to provide benefits to employees on retirement.

(V) On-costs

Costs that are a consequence of employment, but which are not employee benefits, such as
payroll tax and workers compensation insurance are recognised as other liabilities.

(V) Goods and Services Tax (GST)

The Credit Union is treated as an input taxed entity for GST purposes. This means that in most
circumstances GST is not chargeable on the services provided and GST incurred by the Credit
Union is not recoverable from the Australian Taxation Office. Accordingly, the amount of GST
incurred that is not recoverable is recognised as part of the cost of acquisition of an asset or as
part of an item of expense

(w) New and amendments to accounting standards and UIG interpretations

Certain new and amendments to accounting standards and UIG interpretations have been
published that are not mandatory for 30 June 2009 reporting periods. The Credit Union has not
applied the new amendments at 30 June 2009.
these new and amended standards and interpretations is set out below.

(i) AASB 8 Operating Segments and AASB 2007-3 Amendments arising from the release of AASB
8

It wi I | result in a significant change to enti
the information that is provided to management and relied upon internally. Application of AASB 8
may result in different segments, segment results and different types of information being reported
in the segment note of the financial report. However, at this stage, it is not expected to affect any of
the amounts recognised in the financial statements.
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Notes to the financial statements
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1 Summary of significant accounting policies (continued)
(w) New and amendments to accounting standards and UIG interpretations (continued)

(i) AASB 2008-5 Amendments arising from the first annual improvements project

In May 2008, the IASB published the final amendments resulting from its first annual improvements
project. The results are far-reaching, with 34 individual amendments that affect 20 standards. The
amendments will apply to the Credit Union in the next financial year. These amendments may impact
the Credit Union, however the Credit Union has not yet determined the extent of the impact, if any.

(iii) AASB 2009-2 AASB 7 Amendments to Financial Instrument Disclosures

Additional disclosure is required on the fair value measurement of financial instruments, including
disclosure within a three-level hierarchy: (a) quoted prices in active markets; (b) valuation
methodology using inputs observable in markets; and (c) valuation methodology using unobservable
inputs (specific additional disclosure also required for this level). Further enhanced disclosure on
liquidity risk is required, primarily a separate liquidity risk analysis for derivative and nonderivative
financial liabilities. It will apply to the Credit Union in the next financial year and will require additional
disclosures; comparatives are not required for the first year.

(iv) AASB 101 Presentation of financial statements (Revised, September 2007) and AASB 2007-8
Amendments arising from the revisions to AASB 101

It requires entities to present a O0statement
6statement of changes in equityo6.neimasepamet i on
statement. It will apply to the Credit Union in the next financial year and may require some changes to
the statement of changes in equity.

(v) AASB 2008-8 Amendments to accounting for eligible hedged items

The application guidance in AASB 139 Financial instruments: recognition and measurement has been
amended to clarify how the existing principles underlying hedge accounting apply to (a) the
designation of a one-sided risk in a hedged item; and (b) inflation as a hedged risk or portion. The
amendments will apply to the Credit Union in the next financial year. These amendments may impact
the Credit Union, however the Credit Union has not yet determined the extent of the impact, if any.

2 Critical accounting estimates and judgements in applying accounting policies

The Credit Union makes estimates and assumptions that affect the reported amounts of assets and
liabilities within the next financial year. Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

0] Impairment losses on loans and advances

The Credit Union reviews loans to assess impairment at least on a monthly basis. In determining
whether an impairment loss should be recorded in the income statement, the Credit Union makes
judgements as to whether there is any observable data indicating that there is a measurable
decrease in the estimated future cash flows from a loan. This evidence may include observable data
indicating that there has been an adverse change in the payment status of the borrower or national or
local economic conditions that correlate with defaults on assets in a group. Management uses
estimates based on historical loss experience for assets with credit risk characteristics and objective
evidence of impairment similar to those in the loan portfolio when scheduling its future cash flows.
The methodology and assumptions are reviewed regularly.
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2 Critical accounting estimates and judgements in applying accounting policies (cont)
(i) Held-to-maturity investments

The Credit Union follows the guidance of AASB 139 on classifying non-derivative financial assets
with fixed or determinable payments and fixed maturity as held-to-maturity. This classification
requires significant judgement. In making this judgement, the Credit Union evaluates its intention
and ability to hold such investments to maturity. If the Credit Union fails to keep these investments
to maturity other than for specific circumstances i for example, selling an insignificant amount
close to maturity 7 it will be required to reclassify the entire class as available-for-sale. The
investments would therefore be measured at fair value not amortised cost. If the entire class of
held-to-maturity investments is tainted, there would be no material impact to the income statement
as these investments are predominantly interest bearing deposits which will continue to be
measured at amortised cost. However, the tainting will impact on the classification from held-to-
maturity to available-for-sale by $26,137,178 (2008: $10,880,696). Furthermore, the Credit Union
will not be able to classify any financial assets as held-to-maturity for the following two annual
reporting periods.

(i) Securitisation and special purpose entity

The Credit Union participated in the formation of a special purpose entity (SPE) primarily for the
purpose of asset securitisation transactions which allow investors to invest in mortgage backed
securities. The Credit Union does not consolidate SPEs that it does not control. As it can
sometimes be difficult to determine whether the Credit Union does control an SPE, it makes
judgements about its exposure to the risks and rewards, as well as about its ability to make
operational decisions for the SPE in question. In many instances, elements are present that,
considered in isolation, indicate control or lack of control over an SPE, but when considered
together make it difficult to reach a clear conclusion. On consideration of all factors the Credit
Union has not consolidated the SPE. If the SPE had been consolidated it would result in a
consolidated group whose financial position and financial performance would not be materially
different from that reported by Hunter United Employees' Credit Union Limited as parent.

3 Non-interest revenue

2009 2008

$ $
Fee and commission income
Credit related fees (excluding loan origination fees) 113,159 70,532
Other fees 674,692 827,183
Insurance commissions 208,325 212,868
Other commissions 184,260 192,916
1,180,436 1,303,499

Other operating income
Dividends 14,952 15,884
Other 115,545 6,850
Net gain on disposal of property, plant and equipment - -

130,497 22,734
Total non-interest revenue 1,310,933 1,326,233
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4 Non-interest expense

Fees and commission expense

ATM/Cuecard
General administration expenses

Depreciation
Buildings
Plant and equipment
Leasehold improvements
Total depreciation

Amortisation

Computer software
Total amortisation
Employee related expense

Rental expense relating to operating leases

Net loss on disposal of property, plant and equipment

Other operating expenses

Branch office costs

Advertising

Data processing expense

Goods and services tax and other taxes
Other

Total non-interest expense

Hunter United Employees'’

Hunter United

Empl oyeesd

Notes to the financial statements
For the year ended 30 June 2009

2009 2008
$ $

374,471 432,189
40,875 40,875
250,460 313,729
154,916 133,554
446,251 488,158
130,311 128,908
130,311 128,908
2,816,674 2,713,627
554,467 517,911
1,266 406
3,948,969 3,849,010
172,069 175,697
239,649 313,707
232,663 269,239
152,077 175,327
1,174,254 1,218,490
1,970,712 2,152,460
6,294,152 6,433,659

Credit

Credi
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5 Income tax expense

(@) Income tax expense
Current tax
Deferred tax

United

Empl oyeesd

Notes to the financial statements
For the year ended 30 June 2009

Deferred income tax (revenue) expense included in income
tax expense comprises:

Decrease (increase) in deferred tax assets (note 13)
(Decrease) increase in deferred tax liabilities (note 19)

(b) Numerical reconciliation of income tax expense to
prima facie tax payable

Profit from operations before income tax expense

Tax at tax rate of 30% (2008 - 30%)
Tax effect of amounts which are not deductible (taxable) in
calculating taxable income:

Dividend imputation credit received

Imputation credit gross received

Sundry items

Income tax expense

6 Cash and cash equivalents

Cash at bank and on hand
Deposits at call
Interest earning deposits

2009 2008
$ $
(6,854) 135,786
14,133 18,348
7,279 154,134
14,117 45,323
16 (26,975)
14,133 18,348
36,411 529,526
10,923 158,858
1,922 2,042
(6,408) (6,807)
842 41
7,279 154,134
2009 2008
$ $
2,629,278 2,056,172
300,000 5,900,000
2,459,097 4,388,116
5,388,375 12,344,288

Reconciliation to cash at the end of the year

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with
less than three months maturity from the date of acquisition. The above figures are reconciled to
cash at the end of the financial year as shown in the statement of cash flows as follows:

2009 2008
$ $
Balances as above 5,388,375 12,344,288
Bank overdrafts (note 15) - (902,098)
Balances per statement of cash flows 5,388,375 11,442,190
Hunter United Employees’ Credit
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7 Other receivables

Other receivables
Prepayments

8 Placements with other financial institutions

Interest earning deposits

(@) Assets pledged as security

Deposit of $2,450,000 (2008: $2,140,000) is held as security by Indue Ltd for settlement facilities.

Hunter

United

Empl oyeesd
Notes to the financial statements
For the year ended 30 June 2009

2009 2008
$ $
45,856 45,324
41,216 50,362
87,072 95,686
2009 2008
$ $
26,137,178 10,880,696

Deposit of $13,450 (2008: $11,250) is held as a security by the Commonwealth Bank for the

Thornton branch lease and Elermore Vale ATM lease.

9 Loans and advances to members

Overdrafts and revolving credit facilities
Term loans

Credit cards

Gross loans and advances

Less : allowances for impairment losses (note 9(a))

(@ Allowance for impairment losses

Opening balance at 1 July

Provision for loan impairment

Loans written off during the year as uncollectable
Closing balance at 30 June

(b) Impairment losses on loans and advances
Bad and doubtful debts expense

Decrease in allowance for impairment losses

Hunter Uni t ed

Empl oyees'’

2009 2008
$ $
16,106,757 18,389,453
144,337,759 126,792,820
657,185 670
161,101,701 145,182,943
(78,087) (109,659)
161,023,614 145,073,284
2009 2008
$ $
109,659 138,458
(25,000) -
(6,572) (28,799)
78,087 109,659
2009 2008
$ $
9,296 9,728
(25,000) -
(15,704) 9,728
Credit

Credi
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Notes to the financial statements
For the year ended 30 June 2009

9 Loans and advances to members (continued)

(c) Loans to related parties and key management personnel

Further information relating to loans to related parties and key management personnel and credit
risk are set out in notes 21 and 29.

10 Other financial assets

2009 2008
$ $
Equity securities (unlisted) 125,617 124,600

(@  Fair Value

Unlisted securities are measured at cost as the fair value could not be reliably measured, due to
the absence of a ready market and restrictions in the ability to redeem these shares. The unlisted

securities comprise of the Credit Unionédés in
the industry.
11 Intangible assets

2009 2008

$ $

Computer software
At beginning of the year
Cost 1,045,529 886,840
Accumulated amortisation (679,845) (550,937)
Net book amount 365,684 335,903
Movement
Additions 103,565 158,689
Amortisation charge (note 4) (130,311) (128,908)
Total (26,746) 29,781
At end of the year
Cost 1,149,094 1,045,529
Accumulated amortisation (810,156) (679,845)
Net book amount 338,938 365,684

(@) Capital work in progress

Included in intangibles is capital work-in-progress of $Nil (2008: $149,838).

Hunter Uni t ed
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12 Property, plant and equipment

At 1 July 2007

At cost

Accumulated depreciation
Net book amount

Movement

Opening net book amount
Revaluation surplus
Additions

Depreciation charge (note 4)
Disposals

Closing net book amount

At 30 June 2008

At cost

Accumulated depreciation
Net book amount

At 1 July 2008

At cost or fair value
Accumulated depreciation
Net book amount

Movement

Opening net book amount
Revaluation surplus
Additions

Depreciation charge (note 4)
Disposals

Closing net book amount

At 30 June 2009

At cost or fair value
Accumulated depreciation
Net book amount

Hunter United Employeesbd
Notes to the financial statements
For the year ended 30 June 2009
Freehold Freehold Leasehold Plant and
land buildings improvements Equipment Total
$ $ $ $ $
1,365,000 1,635,000 1,476,095 3,951,186 8,427,281
- (427,985) (1,216,952) (3,195,629) (4,840,566)
1,365,000 1,207,015 259,143 755,557 3,586,715
1,365,000 1,207,015 259,143 755,557 3,586,715
- - 312,506 128,658 441,164
- (40,875) (133,584) (313,699) (488,158)
- - - (406) (406)
1,365,000 1,166,140 438,065 570,110 3,539,315
1,365,000 1,635,000 1,472,823 4,026,214 8,499,037
- (468,860) (1,034,758) (3,456,104) (4,959,722)
1,365,000 1,166,140 438,065 570,110 3,539,315
Freehold Freehold Leasehold Plant and Total
land buildings improvements Equipment
$ $ $ $ $
1,365,000 1,635,000 1,472,823 4,026,214 8,499,037
- (468,860) (1,034,758) (3,456,104) (4,959,722)
1,365,000 1,166,140 438,065 570,110 3,539,315
1,365,000 1,166,140 438,065 570,110 3,539,315
- - 2,192 47,459 49,651
- (40,875) (154,916) (250,460) (446,251)
- - - (1,266) (1,266)
1,365,000 1,125,265 285,341 365,843 3,141,449
1,365,000 1,635,000 1,443,716 3,459,429 7,903,144
- (509,735) (1,158,375) (3,093,586) (4,761,696)
1,365,000 1,125,265 285,341 365,843 3,141,449

(@) Valuations of land and buildings

A valuation of the land and buildings was performed on the 1 December 2006 by Wolthers Property
Valuers Pty Ltd. The valuation was carried out by Mr H Pawlik FAPI AAVI Registered Valuer No 1192.
The basis of the valuation was fair value based on current prices in an active market for similar
properties in the same location and condition. The revaluation surplus was credited to other reserves

(note 20).

(b) Capital work in progress

Included in leasehold improvements is capital work-in-progress of $6,286 (2008: $146,607) and
included in plant and equipment $725 (2008: $14,090).

Hunt er

Uni t ed

Empl oyees'’

Credit

Credi

28



Hunter

12  Property, plant and equipment (continued)
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Notes to the financial statements
For the year ended 30 June 2009

(c) Carrying amounts that would have been recognised if land and buildings were stated

at cost

If freehold land and buildings were stated on the historical cost basis, the amounts would be as

follows:

Freehold land

Cost
Accumulated depreciation
Net book amount

Buildings

Cost
Accumulated depreciation
Net book amount

13 Deferred tax assets

The balance comprises temporary differences attributable
to:

Amounts recognised in profit or loss

Doubtful debts

Employee benefits

Accrued expenses

Loan establishment costs

Depreciation

Set off of deferred tax liabilities pursuant to set off of
provisions (note 19)

Net deferred tax assets

Movements:

Opening balance at 1 July

Change on adoption of AASB 132 and AASB 139 (note 1)
Credited/(charged) to the income statement (note 5)
Closing balance at 30 June

Deferred tax assets to be settled after more than 12 months
Deferred tax assets to be settled within 12 months

Hunter United Employees'’

2009 2008
$ $
1,044,632 1,044,632
1,044,632 1,044,632
1,515,689 1,515,689
(503,524) (465,632)
1,012,165 1,050,057
2009 2008
$ $
23,426 32,898
76,759 73,066
103,934 120,460
22,393 20,083
29,950 24,072
256,462 270,579
(182,068) (182,052)
74,394 88,527
270,579 315,902
(14,117) (45,323)
256,462 270,579
76,759 73,066
179,703 197,513
256,462 270,579
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14 Payables

Trade payables
Other payables
Annual leave payable

15 Other borrowed funds

Bank overdraft (note 6)

16 Deposits due to members

Call deposits

Term deposits

Retirement savings accounts
Redeemable preference shares

17 Current tax liabilities

Income tax payable

18 Provisions

Employee benefits
Current
Non-current

Hunter Uni t ed

Empl oyees'’
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Notes to the financial statements
For the year ended 30 June 2009

2009 2008
$ $
222,374 246,079
116,333 155,568
308,245 328,331
646,952 729,978
2009 2008
$ $
- 902,098
2009 2008
$ $
67,730,893 64,384,466
95,316,518 80,285,633
13,440,358 7,035,156
20,256 20,560
176,508,024 151,725,815
2009 2008
$ $
- 33,970
2009 2008
$ $
199,866 189,416
55,996 54,136
255,862 243,552
Credi't

Credi
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19 Deferred tax liabilities

The balance comprises temporary differences attributable to:

Property, plant and equipment

Set off of deferred tax liabilities pursuant to set off of
provisions (note 13)

Net deferred tax liabilities

Movements:

Opening balance at 1 July

Change on creation of asset revaluation reserve
Charged/(credited) to the income statement (note 5)
Closing balance at 30 June

Deferred tax liabilities to be settled after more than 12 months
Deferred tax liabilities to be settled within 12 months

20 Reserves and retained profits

(&) Reserves

General reserve
Property, plant and equipment revaluation reserve
Reserve for credit losses

Movements in reserves were as follows =

General reserve

Balance 1 July

Transfer to reserve for credit losses
Balance 30 June

Property, plant and equipment revaluation reserve
Balance 1 July

Revaluation

Balance 30 June

Reserve for credit losses
Balance 1 July

Transfer to retained earnings
Balance 30 June

United

Empl oyeesd

Notes to the financial statements
For the year ended 30 June 2009

2009 2008
$ $

182,068 182,052
182,068 182,052
(182,068) (182,052)
182,052 209,027
16 (26,975)
182,068 182,052
50,164 50,148
131,904 131,904
182,068 182,052

2009 2008

$ $

2,564,340 2,564,340
307,775 307,775
453,275 453,275
3,325,390 3,325,390
2,564,340 2,564,340
2,564,340 2,564,340
307,775 307,775
307,775 307,775
453,275 453,275
453,275 453,275

Hunter United Employees’ Credit
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20 Reserves and retained profits (continued)

(b) Nature and purpose of reserves

(i) General reserve

The general reserve represents amounts transferred from retained profits as determined by the
directors from time to time. The purpose of the reserve is to support the overall financial stability of
the Credit Union.

(i)  Reserve for credit losses

The reserve for credit losses is used to record the increments and decrements of the prescribed
provision and general provision relating to loan impairment required to be maintained to comply
with APRA Prudential Standards. APRA Prudential Standards requires :

A A prescribed provision is the minimum provision required to be maintained, based on specific
percentages applied to a portfolio of loans based on the type of security, level of security
taken as collateral and the length of time the loans is in arrears.

A A general provision is required to be maintained based on a benchmark of 0.5% of risk
weighted assets of the Credit Union.

@iy  Property, plant and equipment revaluation reserve
The property, plant and equipment reserve is used to record increments and decrements on the
revaluation of non-current assets, as described in note 1(1).

(c) Retained profits

Movements in retained profits were as follows:

2009 2008
$ $
Balance 1 July 15,551,277 15,175,885
Adjustment on adoption of AASB 132 and AASB 139, net of
tax (note 9) - -
Transfer from reserve for credit losses - -
Prior period adjustment - -
Net profit for the year 29,132 375,392
Balance 30 June 15,580,409 15,551,277
21 Related party transactions
(@) Key management personnel compensation
2009 2008
$ $
Short-term employee benefits 724,544 1,043,886
Post-employment benefits 94,898 91,548
Other long-term benefits 9,163 12,655
828,605 1,148,089

Key management personnel include persons who had authority and responsibility for planning,
directing and controlling the activities of the Credit Union, and the directors of the Credit Union as
detailed in the directorsodé report.
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21 Related party transactions (continued)

(b) Loans to key management personnel

Details of loans made to directors and other key management personnel of the Credit Union,
including their personally related parties, are set out in aggregate below.

2009 2008
$ $
Balance 1 July 1,045,608 527,548
Loans advanced during the year 999,118 342,674
Loan repayments during the year (461,345) (417,292)
Key management personnel changes (742,532) 592,678
Balance 30 June 840,849 1,045,608
Interest income earned 38,424 88,754
Fees and commissions earned 679 383
Loans approved and not advanced and credit limits 319,796 140,184

No write downs or allowances for impairment losses have been recognised in relation to any loans
made to key management personnel.

Movements for Directors and key management personnel as at 30 June 2008 who ceased or
became key management personnel during the year ended 30 June 2009 are disclosed above in
key management personnel changes.

The loans made to directors and other key management personnel of the Credit Union, including
their personally related parties were made under the same terms and conditions applicable to
members.

(c) Deposits received from key management personnel

Details of deposits received from directors and other key management personnel of the Credit
Union, including their personally related parties, are set out in aggregate below.

2009 2008
$ $
Balance 1 July 845,283 365,965
Net movement in transactions 124,437 481,998
Key management personnel changes (658) (2,680)
Balance 30 June 969,062 845,283
Interest expense paid 40,346 38,535
Fees and commissions earned 1,176 1,457

Movements for Directors and key management personnel as at 30 June 2008 who ceased or
became key management personnel during the year ended 30 June 2009 are disclosed above in
key management personnel changes.

Deposits received from directors and other key management personnel of the Credit Union,
including their personally related parties were received under the same terms and conditions
applicable to members.
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22 Remuneration of auditors

During the year the following fees were paid or payable for services provided by the auditor of the

Credit Union

Audit services
PricewaterhouseCoopers Australian firm

Hunter

Audit and review of financial reports and other audit work

under the Corporations Act 2001

Other assurance services
PricewaterhouseCoopers Australian firm

Audit of regulatory returns

AIFRS accounting services

Total remuneration for other assurance services

Total remuneration for assurance services

23 Contingencies

United

Empl oyeesd
Notes to the financial statements
For the year ended 30 June 2009

2009 2008
$ $
63,932 67,232
8,888 9,944
8,888 9,944
72,820 77,176

The Credit Union has no contingent liabilities at balance date.

24  Commitments

(@) Capital commitments

Capital expenditure contracted for at the reporting date but not recognised as liabilities is as

follows:

Property, plant and equipment

Payable:

Within one year

Later than one year but not later than five years
Later than five years

Leasehold improvements

Payable:

Within one year

Later than one year but not later than five years
Later than five years

Intangible assets

Payable:

Within one year

Later than one year but not later than five years
Later than five years

The Credit Union is committed to the digital data service ATM migration. At the reporting date final

2009 2008
$ $
140,900 -
140,900 -
39,930 47,900
39,930 47,900

project costs were not available. It is estimated to cost $50,000.
Credit
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24  Commitments (continued)

(b) Loan commitments

2009 2008
$ $
Approved but not advanced loans and credit limits 19,958,843 14,868,164

It is anticipated that the approved and unadvanced loans will be advanced within the next twelve
months. Approved credit facilities are available to members for immediate use.

(c) Lease commitments
Operating leases
The Credit Union leases various branch sites under non-cancellable operating leases expiring

within one to six years. The leases have varying terms, escalation clauses and renewal rights.
On renewal, the terms of the leases are renegotiated.

2009 2008
$ $

Commitments for minimum lease payments in relation to
non-cancellable operating leases are payable as follows:
Within one year 493,549 545,172
Later than one year but not later than five years 464,798 898,352
Later than five years - -

958,347 1,443,524

25 Reconciliation of profit after income tax to net cash inflow from operating

activities
2009 2008
$ $

Profit for the year 29,132 375,392
Depreciation and amortisation 576,562 617,066
Net (gain) loss on sale of non-current assets 1,266 406
Allowance for impairment losses (6,572) (28,799)
Prior period adjustment - -
Change in operating assets and liabilities

(Increase)/decrease in other receivables 8,614 67,423

(Increase)/decrease in deferred tax assets and deferred tax

liabilities 14,133 18,348

Increase/(decrease) in payables (83,026) (93,049)

Increase/(decrease) in provisions (12,690) (72,693)

Increase/(decrease) in current tax liabilities (33,970) 33,970

(Increase)/decrease in loans and advances to members (15,918,759) (2,714,336)

(Increase)/decrease in placements with other financial

institutions (15,256,482) 3,999,462

Increase/(decrease) in deposits due to members 24,782,209 79,148
Net cash (outflow) inflow from operating activities (5,899,582) 2,282,338
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26 Economic dependency

The Credit Union has an economic dependency on Indue Ltd a company that provides treasury,
money market facilities and settlement services.

27 Events occurring after the balance sheet date

No other matters or circumstances have arisen since 30 June 2009 that have significantly affected
or may significantly affect:

(c)t he Credit Unionés operations in future fi
(d) the results of those operations in future financial years; or
(et he Credit Unionb6s state of affairs in fut

28 Segment Information

The Credit Union operates predominantly in the finance industry within New South Wales. The
operations comprise of the acceptance of deposits and making loans to members. The Credit
Union is considered to be operating in one business and geographical segment for the purpose of
AASB114.

29 Financial Risk Management

The Credit Union's activities expose it to a variety of financial risks: market risk being or including
interest rate risk, credit risk and liquidity risk. The Credit Union's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the financial performance of the Credit Union. The Credit Union uses different
methods to measure different types of risk to which it is exposed. These methods include
sensitivity analysis in the case of interest rate risk and aging analysis for credit risk.

Risk management is carried out by senior management under policies approved by the Board of
Directors. The Board provides written principles for overall risk management

(@) Market risk

The Credit Unionés only market risk relates
activities where the Credit Uniono6s &sAsatesulta
of these maturity mismatches between assets and liabilities their fair market values may react
differently when interest rates change.

Cash flow interest rate risk is the risk that the value of a financial instrument will fluctuate because
of changes in market interest rates.

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because
of changes in market interest rates. The Credit Union takes on exposure to the effects of
fluctuations in the prevailing levels of market interest rates on both its fair value and cash flow
risks. Interest rate risk margins may increase as a result of such changes but may reduce or
create losses in the event that unexpected movements arise.

The policy oftheCredit Uni on i s to maintain a balanced
the net interest rate gaps between assets and liabilities are not excessive. There are no hedges
currently designated for accounting purapa®%ds
the net assets. The Board sets limits on the level of mismatch of interest rate repricing that may
be undertaken which is monitored monthly by management and appropriate actions detailed in

the policies and procedures are taken to mitigate risk to acceptable levels set by the Board. This
model is reviewed annually by management to ensure the continued validity of the assumptions
and parameters used in the model.
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29 Financial Risk Management (continued)
The Credit Uni on 6 srateriskiscasantaeaged osing timetfoomwiagscontrols:

e The establishment of a Pricing and Strategy Committee who meets monthly and or when
necessary

e Maxi mum product mix ratiobs defined and

e Repricing of productsisf ol ded into the Credit Unionbé:
rates are approved by the Board of Directors under the delegation of the Managing
Director and the Pricing and Strategy Committee

e An external report on interest rate risk is prepared annually, reporting on the Value at
Ri sk and Sensitivity Analysis of the Cre

e The establishment of maximum acceptable interest rate exposure measures as a
percentage of the capital base

e The establishment of limits on the maximum maturity periods that can be offered for term
deposits

e Performing fortnightly market research on interest rates to test out any market/pricing risk
that may be evident

e Training and attendance at seminars is provided to staff involved in roles of managing
interest rate risk

The Credit Union also has a documented derivative management strategy, which may be enacted
whenever it is determined, that the use of derivatives would be beneficial in reducing interest rate
risk.

At 30 June 2009, if interest rates had changed by +100 basis points (2008: +100 basis points)

from the year-end rates with all other variables held ie assumes interest and expense constant,
post-tax profit and equity for the year would have been $291,700 higher (2008: $261,049 higher),
mainly asaresultofhigher net interest margins of the C
deposits.

The basis point movement between both periods has been determined by management through
their review of economic conditions and market influences in existence at each period end.
Management have also reviewed information made available by the Reserve Bank of Australia
when determining the basis point movement above.

(b) Pricing risk

The Credit Union is exposed to equity security price risk. This arises from investments held by the
Credit Union and classified on the balance sheet as available for sale. The Credit Union holds
investments mainly in Indue Limited who provide settlement services to the Credit Union. The
investment securities are unlisted hence there is no standard rating provided. Further details of
these equity investments are detailed in notel0.
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29 Financial Risk Management (continued)

(c) Creditrisk

Credit risk arises from cash and cash equivalents, placements with other financial institutions,
loans and advances to members.

The Credit Union manages credit risk through strict observance of its credit assessment policies
prior to loan approval and the follow-up and monitoring of loan conduct on a daily basis.

The Credit Risk Policy has been approved bytheBoar d and defines the
approach to credit risk management. This policy clarifies the level of acceptable risk for the

Credit Union (credit risk appetite) and describes the intended balance between meeting
member 6s borrowradi neddsonbtbhen€ed for a fin:
lending risk to a level which can be confidently managed.

The Credit Union has established a number of policies to oversee credit risk:

Credit Risk Policy, Credit Risk Policy i Large Exposures, Retail Lending Policy, Business
Lending Policy and Arrears and Collections
lending practices also comply with APRA Prudential Standards APS220 (Credit Quality) and 221
(Large Exposures), the Uniform Consumer Credit Code, the National Privacy Principles (Privacy
Act) and the Credit Union Code of Conduct.

The above policies define loan serviceability assessment criteria, security requirements and
acceptable loan to valuation ratios. They set exposure limits for various types of loans, mortgage
secured, personal secured, personal unsecured, commercial and revolving credit as well as
setting maximum and minimum levels of exposure to loan types and geographic concentrations.
Procedures for debt recovery and the recognition of impaired loans and the creation of
appropriate provisions for these loans are defined within these policies.

As part of the Internal Audit Plan, approved by the Board Audit and Risk Management
Committee, a regular review is undertaken to ensure policy compliance.

Impairment provisions are provided for losses that have been incurred at balance date.
Significant changes in the economy or a segment that represents a concentration in the Credit
Unionbés portfoli o c oeadiffdrentfrersthdse provided for at badaace dateh .
Management manages this specific exposure t.
Management policies.

The policy details the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or group of borrowers and type of securities. Such risks
are monitored regularly and subject to an annual review by management and approved by the
Board.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and
potential borrowers to meet interest and principal repayment obligations, and by changing these
lending limits where appropriate. Exposure to credit risk is also managed in part by obtaining
mortgage insurance, collateral and corporate and personal guarantee, but a portion is personal
lending where no such facilities can be obtained.

Exposure to credit risk arising from investment and lending activities undertaken is also
managed through t he CrMadgement)hdrge Bxpasures Paiay.i This R
policy details the counterparty limits and minimum levels of credit risk that is acceptable.
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29 Financial Risk Management (continued)

Exposure to credit risk on cash and placements with other financial institutions is managed through
the Credit Unionds Liquidity Management Polii
different types of investments as well as counter party limits. The maximum exposure to credit risk
at the reporting date is the carrying amount of the financial assets as summarised in notes 6 to 9.

Further information on the Credit Unionbés 1o
2009 2008
$ $
Loans and advances by product type
Mortgaged- secured 150,367,082 134,064,437
Other loan products 10,734,619 11,118,505

161,101,701 145,182,942

The Credit Union requests collaterals in all loan products except for unsecured loans. Collaterals
are fair valued at the point of loan application and approval.

The collateral held for mortgaged loan products is real property. For other loan products, collateral
(where it is required to be held under the contract) consists of the goods, which were the purpose
of the loan. Refer to (e) and (f) below for details of collateral acquired through the enforcement of
security during the period.

2009 2008
$ $
Placements with other financial
institutions 26,137,178 10,880,696

(d) Impaired loan receivables

As at 30 June 2009 loan products of the Credit Union with a nominal value of $91,435 (2008:
$88,001) were impaired. The amount of the provision was $67,698 (2008: $85,477). There are no
individually impaired receivables as all loans and receivables were assessed to be recoverable.

Collateral held on impaired loan receivables as at 30 June 2009 was $Nil (2008: $Nil).

The creation and release of the provision for impaired receivables has been disclosed in the
income statement. Amounts charged to the allowance account are generally written off when there
is no expectation of recovering additional cash.

(e) Real estate assets acquired through the
enforcement of security
2009 2008

Balance ) -

The real estate assets acquired through the enforcement of security during the financial year had a
fair value of $Nil (2008: $Nil).
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29 Financial Risk Management (continued)

(f)  Other assets acquired through the enforcement of security
2009 2008

$ $

Balance ) )

The assets acquired during the year were motor vehicles and the fair value of the motor vehicles
acquired approximated $9,031 (2008: $Nil).

() Past due but not impaired

As of 30 June 2009, loan receivables of $4,226,175 (2008: $10,231,620) were past due but not
impaired. These relate to a number of independent members for whom there is no recent history
of default. The ageing analysis of these loan receivables is as follows:

For the year ended 30 June 2008 Mortgage- Other Loan

secured products
$ $

0 to 29 days 9,097,748 512,000

30 to 59 days 102,591 24,208

Over 60 days 489,615 4,163
9,689,954 540,371

Fair value of collaterals held 18,790,500 373,500

Mortgage- Other Loan

For the year ended 30 June 2009 secured products
$ $
0 to 29 days 3,207,110 730,673
30 to 59 days 273,937 1,836
Over 60 days - 12,619
3,481,047 745,127
Fair value of collaterals held 6,461,000 462,500

(h) Restructuring of loans

2009 2008
$ $
Balance - 690,256
Less: specific allowance for impairment losses - -
- 690,256

Restructured loans arise when the borrower is granted a concession due to continual difficulties in
meeting the original terms and the revised terms are not comparable to new or existing loan
facilities.
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29 Financial Risk Management (continued)
(i)  Liquidity risk

Prudent liquidity risk management implies maintaining sufficient high quality liquid assets which
can be quickly realisable to meet any call on its liabilities and to comply with any requirements
arising pursuant to any prescribed liquidity support scheme. The availability of funding is mainly
through term deposits and other borrowed funds.

The Credit Union is exposed to daily calls on its available cash resources from on-call accounts,
maturing deposits, loan advances and additional draw downs. The Credit Union does not maintain
cash resources to meet all those needs, rather an internal prudential limit is maintained in high
quality liquid assets which is readily convertible to cash within 24 to 48 hours as detailed in the
Credit Unionés Liquidity Risk Management Pol
liabilities required by the APRA Prudential Standard.

The matching and controlled mismatching of the maturities and interest rates of assets and
liabilities is fundamental to the management of the Credit Union. It is unusual for Approved
Deposit-taking Institutions (ADI) to completely match, as transacted business is often of uncertain
term and of different types. An unmatched position potentially enhances profitability but also
increases the risk of losses.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-
bearing liabilities as they mature are important factors in assessing the liquidity of the Credit Union
and its exposure to changes in interest rates.

To ensure that the Credit Union is able to meet liquidity requirements to cover unexpected levels of
demand, the Credit Union maintains all internal limits above prudential limits in high quality liquid
assets and in addition has in place a standby liquidity arrangement.

() Standby borrowing facilities

The standby facility with Trinity Limited and overdraft facility with the Commonwealth Bank
consisted of:

2008
Gross Used Unused
$ $ $
Standby facility 1,500,000 - 1,500,000
Overdraft facility 90,000 - 90,000
1,590,000 - 1,590,000
2009
Gross Used Unused
$ $ $
Standby facility 1,500,000 - 1,500,000
Overdraft facility 90,000 - 90,000
1,590,000 - 1,590,000
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29
The Credit Union further manages liquidity risk under the Liquidity Management Policy by:

Financial Risk Management (continued)

¢ Management monitoring cash flow data and liquidity position on a daily basis
¢ Management monitoring of large exposures

e Preparing 12 month liquidity forecasts and monthly Board monitoring of the actual liquidity
position against these targets

e Diversification of the liability and investment portfolio bases

e Having access to a securitisation vehicle to a maximum value of $10,000,000

e Board review of quarterly APRA liquidity reporting

e Having a documented liquidity management contingency plan that is agreed with APRA

The table below analyses the Credit Wingperiodasthef
reporting date to the contractual maturity date. The amounts disclosed in the table are the
contractual undiscounted cashflows.

2008 At call 1-3 months 3-12 months 1-5 years Over 5 years Total
$ $ $ $ $ $
Financial
liabilities
Trade payable - 246,079 - - - 246,079
Other borrowed 902,098 - - - - 902,098
funds
Deposits due to 71,419,622 26,996,141 55,715,784 178,715 20,560 | 154,330,822
members
Total 72,321,720 27,242,220 55,715,784 178,715 20,560 | 155,478,999
2009 At call 1-3 months 3-12 1-5 years Over 5 Total
months years
$ $ $ $ $ $
Financial
liabilities
Trade payables - 222,374 - - - 222,374
Other borrowed - - - - - -
funds
Deposits due to 81,171,251 52,098,176 41,658,623 3,080,861 20,256 | 178,029,167
members
Total 81,171,251 52,320,550 41,658,623 | 3,080,861 20,256 | 178,251,541
For loan commitments refer to note 24(b).
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30 Capital Management

The Credit Union has established a capital ma
that the Credit Union maintains a level of capital that is:

¢ Consistent and appropriate to the risks the Credit Union is exposed to from its activities

e Sufficient to provide a buffer to absorb any unanticipated losses from its activities and, in the
event of any major problem, enable it to continue operating while the problem is being
addressed.

e Sufficient to provide depositors and creditors confidence that the Credit Union will continue
to honour obligations to them.

The above plan is consistent with the requirements of the Prudential Standards issued by APRA.

The Credit Union is required by APRA to measure and report capital on a risk weighted basis in
accordance with the requirements of the Prudential Standards. The risk weighted approach
measures the ratio of the actual eligible capital held against a risk weighted balance for all on and off
balance sheet risk positions as well as for other non balance sheet risk positions.

During the 2008 and 2009 financial years, the
minimum capital requirements at all times.
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Directorso66 Declaration

In the directorsd opinion:

(@) The financial statements and notes set out on pages 8 to 43 are in accordance with
the Corporations Act 2001, including:

0] complying with Accounting Standards, the Corporations Regulations 2001
and other mandatory professional reporting requirements; and

(i) giving a true and fair view of the Credi

June 2009 and of its performance, as represented by the results of its
operations and its cash flows, for the financial year ended on that date; and

(b) there are reasonable grounds to believe that the Credit Union will be able to pay its
debts as and when they become due and payable.

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

Helen Murray Bruce Pickering
Chairman Director
HELEN MURRAY BRUCE PICKERING

Dated this 28" day of September 2009.

Hunt er United Employees’ Credit 44



PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers
ABN 52 780 433 757

PricewaterhouseCoopers Centre
26 Honeysuckle Drive

PO Box 798

NEWCASTLE NSW 2300

I ndependent auditorods report t@xtﬁltj*ewaet'e me mber s
Hunter United Employeesd Cred| foonddid Qoiob t d

Facsimile +61 2 4925 1199
Report on the financial report

We have audited the accompanying financial statementsofHunt er Uni ted Empl oyees?d
Ltd (the Credit Union), which comprise the statement of financial position as at 30 June 2009, and

the income statement, statement of changes in equity and statement of cash flow for the year

ended on that date, a summary of significant accounting policies, other explanatory notes and the
directorsdé HeotaeratUhoheBloEmpl oyeesd Credit Union Lt

Directors6 responsibility for the financi al report

The directors of the Credit Union are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
report that is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances. In Note 1, the directors also state, in accordance with Accounting Standard

AASB 101 Presentation of Financial Statements, that compliance with the Australian equivalents to
International Financial Reporting Standards ensures that the financial report, comprising the
financial statements and notes, complies with International Financial Reporting Standards.

Auditordés responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform
the audit to obtain reasonable assurance whether the financial report is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financi al report. The procedures
including the assessment of the risks of material misstatement of the financial report, whether due

to fraud or error. In making those risk assessments, the auditor considers internal control relevant

to the entitybs pr epar atfinancial raportdin drdaritordespgm aeidite nt at i on o
procedures that are appropriate in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the entityés intern;
appropriateness of accounting policies used and the reasonableness of accounting estimates

made by the directors, as well as evaluating the overall presentation of the financial report.

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report.

Liability limited by a scheme approved under Professional Standards Legislation
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I ndependent

a i
Hunt er Uni ted

uditordés report to the members
Emp | t

oy e @mbnuélly e d i Union Ltd

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor6s opinion
In our opinion:

(a) the financial reportofHunt er Uni t ed Emp]l o yisireascordaGcoe withthé Uni on
Corporations Act 2001, including:

® giving a true and fair view of the Cr e d i t fidamdiabpositisn as at 30 June
2009 and of their performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

(b) the financial report and notes also comply with International Financial Reporting Standards
as disclosed in Note 1.

Matters relating to the electronic presentation of the audited financial report

This auditorés report rdlluates WUoitkrad Eimpaomngyieals 6r €p @
(the Credit Union) for the year ended 30 June 2009 includedonHunt er United Empl oyees
Union Ltd web site. T h e Cr e d i directors drearesgossible for the integrity of the Hunter

United Empl oy e es dvebGiteaNkihdve ndtrbéen engabetd th report on the integrity

of this web site. The auditor 6s amedplovetltdoegrfoter s onl y |
provide an opinion on any other information which may have been hyperlinked to/from these

statements. If users of this report are concerned with the inherent risks arising from electronic data

communications they are advised to refer to the hard copy of the audited financial report to confirm

the information included in the audited financial report presented on this web site

PricewaterhouseCoopers

PricewaterhouseCoopers

D ATurner

Darren Turner Newcastle
Partner 29 September 2009
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