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Chairman’s Report

OPERATIONAL PERFORMANCE

Business Performance

For the 2008/2009 financial year, the Board forecast a decrease in net after tax operating profit from the previous year.
Because of the Reserve Bank'’s interest rate adjustments downwards and the pricing of capital generally, we expected:

[0}

the lag effect generated by interest rate movements on members’ deposits and loans would inevitably impact on
the operating margin, returning a rate lower than the ‘standard’ levels achieved in less volatile years.

revenue from the Credit Union’s treasury investment loans would be down significantly because of shrinking

interest rates in the bulk funds’ market.

In a difficult economic environment where many
organisations  have reported substantial  profit
downgrades, your Credit Union achieved an excellent
Net Profit After Tax result of $1.020M for the year
(slightly ahead of budget).

The consistency of this result over time is best
demonstrated in the graph (right).

* Note: The 2008 result represents the underlying profit prior
to the write-off of the Diverseport loan (as reported in
the last Financial Year).

The Credit Union’s profit has been growing at a
conservative but relatively even rate. The profit stems
primarily from revenues from core operating activities.
There is very low reliance on fees as an “other revenue”
source.

The next graph (right) highlights these revenue positions.

Over the years members have been taking heed of fee
minimisation advice particularly in relation to account
transaction activities and card usage. Fee revenue has
been declining while revenues from operating activities
on our growing asset base have been increasing.

Overall, revenue growth remains steady and consistent.

I have included another graph which illustrates the
Credit Union’s overall asset growth over the past 10
years (right).

Another steady and consistent growth pattern is
evident.

PROHFT AFTER TAX
$,000
1400
1200 -
1000 4
800 — |
600 H
400 | Average
200 + H Growth
0 T T T T T T T T T 3.2%
o - N [s2] < n © ~ oo} [2]
(=] o o o o o o o o o
o o o o o o o o o o
N N N N N N N N N N
x

$M

REVENUES FROM OPERATING ACTIVITIES COMPARED

WITH FEES
14
12 D
10 A
8 I
6 4
4 -
2 4
0 T T
o o N [se] < n © ~ [ee] (o2}
o o o o o o o o o o
o o o o o o o o o o
N N N N N N N N N N
O REVENUES m FEES
$M TOTAL ASSETS YEAR TO YEAR
180
160 M
140 i
120 H
100 —] — H
80 + — H
60 +—{— B || Average
40 11 | | Growth
20 {1 7%
0 T T T T T T T T T
o - N [32] < wn [{} ~ [c) (o2}
S © O © © © © © © o
S © © © © © & © © o
N N N N N N N N N N




Principal Performance Ratios

Two important ratios — Capital Adequacy (mandated by the Industry Regulator) and Cost to Income (a measure of
operating efficiency) — measured at the end of the financial year indicate the Credit Union’s general health is excellent:

Capital Adequacy Qld Prof Required Min.
Ratio 30.84% 8%
Cost to Income Qld Prof Industry Ave
Ratio 69.29% 81.2%

DEPOSITS AND LOANS

Deposits. Cash movements in and out were significant because of interest rate changes and the effect of the
Government Deposit Guarantee. Some larger depositors were inclined to diversify their funds between varying
institutions.
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Notwithstanding the cash movements and the turbulence bought on by the economic environment, the growth rate of
about 6% for the year confirms the Credit Union’s deposit rates remain at the top end of the market.

Loans. Loan activity in this financial year was very volatile. Overall, our ‘average’ home mortgage lending was on a par
with previous years. However, we experienced a shift of some of our larger secured loans to the banks in circumstances
where refinancing offers were made to some professionals and businesses at concession rates where we could not
sensibly compete.

Subsequently, the Credit Union’s loans’ portfolio contracted marginally this year.
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Consistent with the results of the past ten years, no defaults were reported in any loan category this financial year. The
consistent ‘nil default’ pattern reflects good loan settings and is the primary reason why our core revenues have been as
equally as consistent over the same period.

Meeting Our Performance Commitment to Members

All of the graphs tell the same story; that is, the “steady as she goes” strategy endorsed by members over the years
has been, and is still being, applied successfully.

The Board remains committed to returning modest profits through consistent asset growth, consistent revenue
growth, maintaining a basic user pays fees regime and operational efficiency. These outcomes will sustain the
Credit Union and allow us to offer relevant products and services with competitive rates to the members in the
future.



OTHER ACTIVITIES

Board Succession Plan Implementation

In 2005, the Australian Prudential Regulatory Authority (APRA) mandated that organisations such as ours had to commit
to Board succession planning. The APRA regulation was designed to ensure Boards had the necessary skills to manage

their entities in the long term.

In 2006, we commenced a wide ranging succession plan to reinvigorate the Board to consolidate our past successes.
This plan was fully implemented in April 2009. In the period 2006-2009 we:

o0 adopted a Board Charter which gives long term direction on the way the Board should manage the Credit Union

o restructured the Board from seven directors to five

o defined the skills’ balance desired for a reduced but strategically focussed Board

0 agreed a timetable for the phased replacement or retirement of long serving directors

o recently replaced two retiring directors with suitably credentialed professionals who bring an enhanced array of
skills to the Board. (The Board would like to acknowledge the long standing service provided to the credit union

by our recently replaced two retired directors, Des Boyland and Ralph Donnet.)

The plan was implemented without disruption to operating activities. The Credit Union has in place a Board with the skills
to deliver future outcomes consistent with those illustrated in the earlier graphs.

Changeover of CEOs

Paul Mc Grath, formerly our Finance and Compliance Manager, was appointed to the CEQO’s position effective 1 July
2009 replacing Gordon Rutherford on his retirement. Gordon spent 27 years in the CEO'’s job. He took the organisation
from a fledgling and struggling non-taxpaying entity to the progressive corporate entity that it is today.

Our members should be unashamedly grateful Gordon and his team was able to work his way through many barriers
over the years and retire knowing your Credit Union has, an immaculate Balance Sheet, a loans’ portfolio second to none,
consolidated revenue streams guaranteed by our strong capital position and an enviable reputation within the Credit
Union sector.

Gordon, in his roles as CEO and as a director on the Board, also helped facilitate the Board succession plan with an eye
on ensuring the integrity of the organisation into the future. Gordon will serve on as a director for one more term for
continuity purposes.

On behalf of all members and staff, | wish Gordon well in his retirement and | wish the very best for Paul Mc Grath as he
starts his CEO’s appointment.

Management and Administrative Activities
Management and staff have been busy with a succession of tasks including:
o finalisation of Anti Money Laundering Legislation software upgrades and processes
o launching an updated website
0 a consolidation of working space from two floors to one floor at our current location
o implementation of the new regulated ATM fee charging arrangements, and
o0 adoption of an Industry wide Mutual Banking Code of Practice
Acknowledgements

| would like to give my thanks to my fellow directors and the staff, particularly their commitment to you in providing a
quality service second to none.

While there have been some momentous changes in the Board and staffing, the focus and service delivery has been
maintained at previous high standards.

My continued thanks go to all our members for their loyalty in staying the distance with us in turbulent times. The Credit
Union will continue to do its best to protect your interests in the future.

John Strachan
Chairman



Directors’ Report

The Directors present their report together with the financial statements of Queensland Professional Credit Union Ltd
(“the Credit Union”) for the year ended 30 June 2009 and the auditors’ report thereon.

Directors

Mr John Strachan Chairman
Age 63
FAICD
Director since 1997
Mr Ralph Donnet Vice-Chairman Director on the following Committee:
Chairman — Risk and Performance Audit Committee
Committee
Non-Executive Director
Age 61
Bachelor of Agricultural Economics
Diploma of Financial Management
FAICD
Director since 1980
Retired May 2009
Mr Stephen Barnard Non-Executive Director Director on the following Committee:
Chairman — Audit and Compliance Audit Committee
Committee
Age 44
Bachelor of Business
Chartered Accountant
Chartered Company Secretary
MAICD
Director since 2005
Mr Desmond Boyland Non-Executive Director Director on the following Committee:
Age 68 Audit Committee
Master of Science
FAICD
Director from 1973 to 1980, and since 1982
Retired March 2009
Mr Donald Bateson Non-Executive Director Director on the following Committee:
Age 61 Audit Committee
Director since 2009
Mr Bruce Mc Callum Non-Executive Director Director on the following Committee:
Age 52 Audit Committee
GAICD
Director since 2009
Mr Gordon Rutherford Managing Director (until 31 July 2009), Non-
Executive Director (1 August 2009)
Age 64
Diploma of Financial Services
FAICD
Director since 1991

Directors Meetings

The number of Directors meetings (including meetings of committees and Directors) and number of meetings attended
by each of the Directors of the Credit Union during the financial year are:

. . . Audit
Director Directors Meetings Committee Meetings
A B A B
J C Strachan 11 11 7 3*
R J Donnet 10 8 6 5
S Barnard 11 10 7 7
D E Boyland 8 8 5 5
G K Rutherford 11 11 7 7*
B W Mc Callum 3 3 1 1
D M Bateson 1 0 1 0

A — number of meetings that the Director was eligible to attend during the time the Director held office
B — number of meetings attended
* - attended ex-officio as required.



Principal Activities
The principal activities of the Credit Union during the course of the financial year were:
a) The raising of funds from Members and in any other way authorised by the APRA legislation;

b) To apply these funds in making loans to our continuing credit arrangements with Members or in such other ways
authorised by the Prudential Standards and the Credit Union Constitution; and

c) To provide other services to Members.

There were no significant changes in the nature of the activities of the Credit Union during the year.

Employees

The Queensland Professional Credit Union Ltd employed 15 employees as at 30 June 2009 (2008: 16 employees)
Result

The operating profit after income tax for the year attributable to the Members of Queensland Professional Credit Union
Ltd was:

2009 2008
$ $
Operating profit / (loss) after income tax 1,020,435 (135,150)

Review of Operations

A review of operations of the Credit Union for the financial year, the results of those operations and future developments
are set out in this report and/or in the financial statements.

Dividends

No dividends were paid during the year and no recommendation is made as to dividends.

State of Affairs

In the opinion of the Directors there were no significant changes in the state of affairs of the Credit Union that occurred
during the financial year under review not otherwise disclosed in this report or in the financial statements.

Events Subsequent to Balance Date

There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction
or event of a material and unusual nature likely, in the opinion of the Directors of the Credit Union, to affect significantly
the operations of the Credit Union, the results of those operations, or the state of affairs of the Credit Union, in
subsequent financial years.

Likely Developments

Information as to likely developments in the operations of the Credit Union and the expected results of those operations
in subsequent financial years has not been included in this report, because in the opinion of the Directors, it would
prejudice the interests of the Credit Union.

Directors’ Indemnification and Insurance

During the year, a premium was paid in respect of a contract insuring Directors and Officers of the company against
liability. The Officers of the company covered by in the insurance contact include the Directors, Executive Officers,
Secretary and employees. In accordance with normal commercial practice, disclosure of the total amount of premium
payable under, and the nature of liabilities covered by, the insurance contract is prohibited by a confidentiality clause in
the contract. No insurance cover has been provided for the benefit of the auditors of the company.



Auditors Independence

The Directors have received the Auditor's Independence Declaration from our auditors Ernst & Young. This declaration is
included following this report.

Dated at Brisbane this thirty-first day of August 2009

Signed in accordance with a resolution of the Directors:

J C Strachan (Chairman) S.T Barnard (Director)

GPO Box 7878 Brisbane QLD 4001

Tel: +61 7 3011 3333
Fax: +61 7 3011 3100
Www.ey.com/au

HHH”HHH‘|“||”|H|I|”HI1|“ E_I’ERNST&YOUNG Bistane OLD 4000 Australa

Auditor’s Independence Declaration to the Directors of Queensland Professional Credit Union

In relation to our audit of the financial report of Queensland Professional Credit Union for the financial year ended 30
June 2009, to the best of my knowledge and belief, there have been no contraventions of the auditor independence
requirements of the Corporations Act 2001 or any applicable code of professional conduct.

Ernst & Young

Mark Phelps
Partner
31 August 2009




INCOME STATEMENT
For the Year Ended 30 June 2009

Note 2009 2008

$ $

Interest revenue 3,5 11,359,727 11,958,831
Interest expense 4.5 (7,312,912) (7,880,460)
Net interest income 4,046,815 4,078,371
Non interest revenues 3 436,079 510,552
Other expenses 4 (3,109,766) (4,831,053)
Profit / (Loss) before income tax 1,373,128 (242,130)
Income tax (expense)/ benefit 6 (352,693) 106,980
Net profit / (loss) for the period attributable 1,020,435 (135,150)

to the members of the Credit Union.

The accompanying notes form part of these financial statements



BALANCE SHEET
As at 30 June 2009

Note 2009 2008
$ $
ASSETS
Cash and liquid assets 7 4,796,240 1,989,369
Loans and advances 8 121,960,122 126,581,669
Held to maturity investments 9 37,783,881 23,436,097
Available for sale investments 10 73,548 73,548
Property, plant and equipment 11 482,940 114,708
Intangible assets 12 35,959 117,290
Current tax asset 6 37,828 357,179
Deferred tax asset 6 198,249 212,243
Other Assets 13 47,542 35,014
TOTAL ASSETS 165,416,309 152,917,117
LIABILITIES
Balances due to other banks 14 141,559 27,484
Deposits 15 142,123,337 130,649,101
Current tax liabilities 6 - -
Other liabilities 16 353,036 541,288
Provisions 17 495,724 417,026
TOTAL LIABILITIES 143,113,656 131,634,899
NET ASSETS 22,302,653 21,282,218
MEMBERS' FUNDS
Redeemed preference share capital account 18 (b) 9,990 6,920
Reserves 18 (a) 22,292,663 21,275,298
TOTAL MEMBERS' FUNDS 22,302,653 21,282,218

The accompanying notes form part of these financial statements



CASH FLOW STATEMENT
For the year ended 30 June 2009

Note 2009 2008
$ $
CASH FLOWS FROM OPERATING ACTIVIES
Interest received - Loans & Advances 9,395,496 9,611,883
Interest received - Investments 1,968,776 2,483,449
Non-interest income received 421,174 463,355
Dividend income 14,904 47,196
Interest paid (7,105,749) (7,961,919)
Payments to suppliers and employees (inclusive of GST) (2,955,456) (2,816,945)
Income taxes paid (19,346) (462,241)
Net cash flows from operating activities 28(c) 1,719,799 1,364,778
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption/(Purchase) of securities and investments (14,433,886) 7,479,886
Net (increase)/ decrease in member loans 4,621,546 (11,956,009)
Payments for property, plant and equipment (478,313) (42,423)
Gross proceeds from sale of Fixed Assets 10,909
Net cash flows used in investing activities (10,290,653) (4,507,637)
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in member deposits 11,265,640 4,113,001
Net (payments for)/proceeds from issuance of withdrawable shares (1,990) (1,530)
Net cash flows from financing activities 11,263,650 4,111,471
Net decrease in cash and cash equivalents 2,692,796 968,612
Cash and cash eqiuvalents at the beginning of period 1,961,885 993,273
Cash and cash equivalents at the end of period 28(a) 4,654,681 1,961,885

The accompanying notes form part of these financial statements
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STATEMENT OF CHANGES IN EQUITY

Redeemed
General Preference Retained Total
Reserve Share Capital Profits
Account
$ $ $ $

At 1 July 2007
Opening Balances 21,413,918 3,450 - 21,417,368
Net Loss for the year - - (135,150) (135,150)
Increase on Redemption of - 3,470 (3,470) -
Preference Shares
Transfer from Retained Profits (138,620) - 138,620 -
to General Reserve
At 30 June 2008 21,275,298 6,920 - 21,282,218
Net Income for the year - - 1,020,435 1,020,435
Increase on Redemption of - 3,070 (3,070) -
Preference Shares
Transfer from Retained Profits 1,017,365 - (1,017,365) -
to General Reserve
At 30 June 2009 22,292,663 9,990 - 22,302,653

The accompanying notes form part of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 1: CORPORATE INFORMATION

The financial report of Queensland Professional Credit Union Limited (the Credit Union) for the year ended 30
June 2009 was authorised for issue in accordance with a resolution of the directors on 31 August 2009.

Queensland Professional Credit Union Limited is a mutual organisation limited by shares and incorporated in
Australia.

The nature of the operations and principal activities of the Credit Union are described in the Directors’ Report.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

@

(b)

Basis of Preparation

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

The financial report has also been prepared on a historical costs basis,.

The financial report is presented in Australian dollars.

Compliance with IFRS

The financial report complies with Australian Accounting Standards and International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board.

Australian Accounting Standards and Interpretations that have recently been issued or amended but not yet
effective have not been adopted by the Credit Union for the annual reporting period ending 30 June 2009.
These are outlined in the table on the following page:

12



NOTES TO THE FINANCIAL STATEMENTS
NOTE 2: STATEMENT OF ACCOUNTING POLICIES continued

Reference

Title

Summary

Application date of

Impact on Credit Union financial report

Application date for

standard* Credit Union*
AASB 101 (Revised) Presentation of Financial Introduces a statement of comprehensive 1 January These amendments are only expected to 1 July
and AASB 2007-8 Statements and consequential income. 2009 affect the presentation of the Credit 2009
amendments to other Australian Other revisions include impacts on the Union'’s financial report and will not have a
Accounting Standards presentation of items in the statement of direct impact on the measurement and
changes in equity, new presentation recognition of amounts disclosed in the
requirements for restatements or financial report. The Credit Union has not
reclassifications of items in the financial determined at this stage whether to
statements, changes in the presentation present a single statement of
requirements for dividends and changes to comprehensive income or two separate
the titles of the financial statements. statements.
AASB 2009-2 Amendments to Australian The main amendment to AASB 7 requires 1 January These amendments are only expected to 1 July
Accounting Standards — Improving fair value measurements to be disclosed by 2009 affect the presentation of the Credit 2009
Disclosures about Financial the source of inputs, using the following Union'’s financial report and will not have a
Instruments [AASB 4, AASB7, three-level hierarchy: direct impact on the measurement and
AASB 1023 & AASB 1038] e  quoted prices (unadjusted) in recognition of amounts disclosed in the
active markets for identical assets financial report.
or liabilities (Level 1):
. inputs other than quoted prices
included in Level 1 that are
observable for the asset or liability,
either directly (as prices) or
indirectly (derived from prices)
(Level 2); and
. inputs for the asset or liability that
are not based on observable
market data (unobservable inputs)
(Level 3)
Amendments to Improvements to IFRSs The improvements project is an annual 1 January 2009 The Credit Union has not yet determined 1 July
International Financial project that provides a mechanism for except for the extent of the impact of the 2009
Reporting Standards** making non-urgent, but necessary, amendments to IFRS amendments, if any.
amendments to IFRSs. The IASB has 5, which are effective
separated the amendments into two parts: from 1 July 2009.
Part 1 deals with changes the IASB identified
resulting in accounting changes; Part Il deals
with either terminology or editorial
amendments that the IASB believes will have
minimal impact.
AASB 123 (Revised) Borrowing Costs and consequential | The amendments to AASB 123 require that 1 January 2009 These amendments to AASB 123 require 1 July
and AASB 2007-6 amendments to other Australian all borrowing costs associated with a that all borrowing costs associated with a 2009

Accounting Standards

qualifying asset be capitalised.

qualifying asset be capitalised. QPCU has
no borrowing costs associated with
qualifying assets and as such the
amendments are not expected to have
any impact on the QPCU's financial report.

13




NOTES TO THE FINANCIAL STATEMENTS
NOTE 2: STATEMENT OF ACCOUNTING POLICIES continued
(c) Significant accounting judgements, estimates and assumptions

In applying the Credit Union’s accounting policies management continually evaluates judgements, estimates
and assumptions based on experience and other factors, including expectations of future events that may have
an impact on the Credit Union. All judgements, estimates and assumptions made are believed to be reasonable
based on the most current set of circumstances available to management. Actual results may differ from the
judgements, estimates and assumptions. Significant judgements, estimates and assumptions made by
management in the preparation of these financial statements are outlined below:

Provision for impairment on loans and advances

Collective provisions are based on management estimates after assessing historical loss data and current
available information for any potential impaired losses. Information analysed included bad debt write-offs in
recent years, associated risks to the loan portfolio and other assets within the loan portfolios with similar risk
profiles.

(d) Income tax and other taxes

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities based on the current period’s taxable income. The tax rates
and tax laws used to compute the amount are those that are enacted or substantively enacted by the balance
sheet date.

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax assets and liabilities are recognised for temporary differences, except where the deferred tax
asset/liability arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, effect neither the accounting profit nor taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is
probable that taxable profit will be available against which the deductible temporary differences and the carry-
forward of unused tax credits and unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be utilised.

Unrecognised deferred income tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or
substantively enacted at the balance sheet date.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised
directly in equity.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off

current tax assets against current tax liabilities and the deferred tax assets and liabilities relate to the same

taxable entity and the same taxation authority.

Other taxes

Revenues, expenses and assets are recognised net of the amount of GST except:

. When the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part of
the expense item as applicable; and

. Receivable and payables, which are stated with the amount of GST included

14



NOTES TO THE FINANCIAL STATEMENTS
NOTE 2: STATEMENT OF ACCOUNTING POLICIES continued

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables
or payables in the balance.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash flows
arising from investing and financing activities, which is recoverable from, or payable to, the taxation authority is
classified as part of operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the
taxation authority.

(e) Investments & other financial assets

Financial assets in the scope of AASB 139 Financial instruments: Recognition and Measurement are classified
as either financial assets at fair value though profit or loss, loans and receivables, held to maturity investments
or available for sale investments as appropriate. When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments not at fair value through profit or loss, directly
attributable transaction costs. At the date of transition, any changes to carrying amounts were recognised
directly in retained earnings.

0] Held to maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-
maturity when the Credit Union has the positive intention and ability to hold to maturity. Investments intended to
be held for an undefined period are not included in this classification. Investments that are intended to be held-
to-maturity are subsequently measured at amortised cost. This cost is computed as the amount initially
recognised minus principal repayments, plus or minus the cumulative amortisation using the effective interest
method of any difference between the initially recognised amount and the maturity amount. This calculation
includes all fees and points paid or received between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums and discounts. For investments carried at
amortised cost, gains and losses are recognised in profit or loss when the investments are derecognised or
impaired, as well as through the amortisation process. Subordinated debt is measured at amortised cost using
the effective interest rate method.

(i) Available for sale investments
Available for sale investments have been valued at cost as there is no reliable market value available.
(iii) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets are carried at amortised cost using the effective interest method. Gains
and losses are recognised in profit or loss when the loans and receivables are derecognised or impaired, as
well as through the amortisation process.

(f) Revenue recognition
Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent
that it is probable that the economic benefits will flow to the Credit Union and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised:
Interest income
Revenue is recognised as interest accrues using the effective interest method. This is a method of calculating
the amortised cost of a financial asset and allocating the interest income over the relevant period using the
effective interest rate, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to the net carrying amount of the financial asset.
Fees
Loan origination fees are recognised as income when received. The results of this recognition have been

assessed as being not materially different from the results generated from the use of the effective interest rate
method.

15



NOTES TO THE FINANCIAL STATEMENTS

NOTE 2: STATEMENT OF ACCOUNTING POLICIES continued

(g) Loans to Members

Loans and advances to Members are measured at amortised cost. Impairment of a loan is recognised when
there is reasonable doubt that not all the principal and interest can be collected in accordance with the terms of
the loan agreement. Loan impairment is calculated as the difference between the amortised cost of the loan and
the recoverable amount.

Specific provisions are raised for losses that may be incurred for loans that are known to be impaired. Estimated
losses on these impaired loans are discounted to their present value. All loans are subject to continuous
management review to assess whether there is any reasonable doubt that not all the principal and interest can
be collected in accordance with the terms of the loan agreement.

Loans that are not known to be impaired are grouped together according to their risk characteristics and are
then assessed for impairment. Based on historical loss data and current available information for assets with
similar risk characteristics, the appropriate collective allowance is raised. When estimating potential losses, the
security of the loan portfolio is taken into account. Adjustments to the collective provisions are recognised as an
expense in the income statement.

(h) Property, Plant and Equipment

0]

Cost and Valuation

Property, plant and equipment are brought to account at cost less, where applicable, any accumulated
depreciation or amortisation and impairment losses.

Depreciation

Depreciation is provided on a straight line basis over the estimated useful life of the assets as follows:

Office Furniture 5to 11 years Office Machines 4to 7 years
Office Equipment 3to 10 years Motor Vehicles 5 years
Office Software 2.5 years ATM 5 years

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate at
each financial year end.

Disposal

An item of property, plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in the profit or loss in the year the asset is
derecognised.

Impairment of non financial assets

Intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment, or more frequently if events or changes in circumstances indicate that they might be impaired.
Other assets are tested 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’s carrying
amount exceeds its recoverable amount. Recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash inflows that are largely independent of the cash inflows from other
assets or groups of assets . Non-financial assets that suffered an impairment are tested for possible reversal of
the impairment whenever events or changes in circumstances indicate that the impairment may have reversed.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 2: STATEMENT OF ACCOUNTING POLICIES continued

0)

Intangible assets

Intangible assets acquired separately or in a business combination are initially measured at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite
lives are amortised over the useful life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the amortisation method for an intangible asset
with a finite useful life is reviewed at least at each financial year end. Office Software classified as Intangible
assets has a life of 2.5 years. Changes in the expected useful life or the expected pattern of consumption of
future economic benefits embodied in the asset are accounted for by changing the amortisation period or
method, as appropriate, which is a change in accounting estimate. The amortisation expense on intangible
assets with finite lives is recognised in profit or loss in the expense category consistent with the function of the
intangible asset.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset
is derecognised.

(k) Leases

0

The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement and requires assessment of whether the fulfilment of the arrangement is dependent on the use of
a specific asset or assets and the arrangement conveys a right to use the asset.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses in the periods in which they are incurred on a straight line basis. Lease incentives are
recognised as a liability when received and subsequently reduced by allocating lease payments between rental
expense and reduction of the liability. Lease incentives are recognised in the income statement as an integral
part of the total lease expense.

Members’ Deposits
Members’ deposits are brought to account at amortised cost of the outstanding balance. Interest on deposits,

when charged, is recognised as an expense and is brought to account on an accrual basis. Interest accrued at
balance date is shown as part of members’ deposits.

(m) Balances due to other banks

Payables due to other financial institutions are primarily settlement account balances due to other financial
institutions. They are brought to account at amortised cost of the outstanding balance. Interest is taken to net
profit when incurred.

Balances due to other banks are classified as current liabilities unless the Credit Union has unconditional right
to defer settlement of the liability for at least 12 months after the balance sheet date.

(n) Employee Benefits

(i) Wages, salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating sick leave
expected to be settled within 12 months of the reporting date are recognised in respect of employees’ services
up to the reporting date. They are measured at the amounts expected to be paid when the liabilities are settled.

(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 the reporting date on national government bonds with terms to maturity and currencies
that match, as closely as possible, the estimated future cash outflows.
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 2: STATEMENT OF ACCOUNTING POLICIES continued
(o) Cash and Cash Equivalents

For the purpose of the Balance Sheet and the Cash Flow Statement, the Credit Union recognises cash to
include cash at bank and in hand and in short term deposits with an original maturity of three months or less
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of change in
value.

(p) Provisions

Provisions are recognised when the Credit Union has a legal, equitable or constructive obligation to make a
future sacrifice of economic benefits to other entities as a result of past transactions or other past events, it is
probable that future sacrifice of economic benefits will be required and a reliable estimate can be made of the
amount of the obligation.

Provisions are measured at the present value of managements best estimate of the expenditure required to
settle the present obligation at balance sheet date. If the effect of the time value of money is material, provisions
are determined by discounting the expected cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability. When
discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 3: REVENUE

2009 2008
$ $
Revenue
Interest Revenue
Cash and liquid assets 166,999 227,010
Loans and advances 9,401,561 9,370,618
Held to maturity investments 1,715,674 2,270,887
Net loan fee income 75,493 90,316
11,359,727 11,958,831
Other Income
Fees and commissions revenue 385,314 421,204
Bad debts recovered 1,529 -
Dividend income 14,904 47,196
Other income 34,235 42,152
Interest received - ATO 97
436,079 510,552
Total Revenue 11,795,806 12,469,383
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 4: EXPENSES AND LOSSES/(GAINS)

(a) Other Expenses

2009 2008
$ $
Depreciation of non current assets
Plant and equipment 46,582 40,175
Motor vehicles 12,211 12,197
Amortisation
Intangibles 56,856 54,743
Total depreciation & amortisation of nhon current assets 115,649 107,115
Impairment Losses - Loans & Advances 3,422 1,850
Impairment Losses - Held to maturity (b) - 2,000,000
Operating lease rental
- minimum lease payments 315,160 290,726
ATM expenditure 175,733 176,134
Computer Costs 306,196 266,455
Salaries & Wages 1,425,154 1,269,938
Loan and Chequing costs 37,504 42,308
Promotion & Advertising 34,443 56,967
Stationery & Printing 58,555 58,746
Net loss on disposal of property, plant and equipment 75,762 1,942
Other Expenses 562,188 558,872
Total Other Expenses 3,109,766 4,831,053

(b) Significant Items

The following is a significant item included in the 2008 profit from ordinary activities before income tax expense which
occurred during the prior financial year and whose disclosure is relevant in explaining the financial performance of the
entity.

Impairment Losses — Held to maturity — This relates to the impairment of a treasury loan investment of $2 million made to

Diverseport Fixed Income Limited which was due to mature on 22 May 2008 and for which Receivers and Managers
were appointed on 7 May 2008. No settlement was received on maturity in relation to this investment.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 5: INTEREST REVENUE AND INTEREST EXPENSE

The following table shows the average balance for each major category of interest-bearing assets and liabilities, the
amount of interest revenue or expense and the average interest rate. All averages are month-end averages and are

representative of the company’s operations during the year

Average
Average Balance Interest Rate
$ $ %

Interest revenue 2009
Investment securities 34,030,066 1,882,673 5.53%
Loans and advances 128,138,993 9,477,054 7.40%
162,169,059 11,359,727 7.00%

Interest revenue 2008
Investment securities 35,757,959 2,497,897 6.99%
Loans and advances 118,139,349 9,460,934 8.01%
153,897,308 11,958,831 7.77%

Interest expense 2009
Member deposits 139,114,278 7,312,912 5.26%
139,114,278 7,312,912 5.26%

Interest expense 2008
Member deposits 130,438,691 7,880,460 6.04%
130,438,691 7,880,460 6.04%
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 6: INCOME TAX

2009 2008
$ $
(@  Areconciliation between tax expense and the
accounting profit before income tax provided by the Credit
Union's applicable income tax rate is as follows:
Accounting profit / (loss) before income tax 1,373,128 (242,130)
At the Credit Union's statutory income tax rate of 30% 411,938 (72,639)
(2009:30%)
Non-Deductible Expenses - Entertainment 1,479 1,840
Franking Credits on Dividends received 1,916 6,068
Adjustments in respect of defered income tax of previous years (26,614) (42,249)
Investment Allowance deduction (36,026) -
Income tax expense contributable to operating profit 352,693 (106,980)
Deferred Tax Assets and Liabilities
Deferred Tax Asset 198,249 212,243
Current Tax Liabilities / (Assets) (37,828) (357,179)
(b)  The income tax expense comprises amounts set aside as:
Income tax payable on current year profits 345,085 (69,186)
Adjustments in respect of defered income tax of previous years (26,614) (42,248)
Deferred Income Tax 34,222 4,455
352,693 (106,979)
(c) Deferred tax assets at 30 June:
Balance Sheet Income Statement
2009 2008 2009 2008
Accelerated depreciation - Accounting 4,142 (31,940) (36,082) 5,840
Deferred losses (Trade Creditors) 6,390 10,890 4,500 4,350
Provision for Long Service Leave 88,390 75,261 (13,129) (5,066)
Provision for Annual Leave 60,327 49,846 (10,481) (669)
Collective Provision 39,000 39,000 - -
Carried forward tax losses 0 69,186 69,186 (69,186)
198,249 212,243 13,994 (64,731)
(d)  The amount of franking credits available for the
subsequent financial year are: (The franking credits are not
available for distribution)
Franking credits as at the end of financial year at 30% 4,957,697 4,931,963
(2008:30%)
Franking credits that will arise from the payment of 97,351 130,968
income tax payable as at the end of the financial year
5,055,048 5,062,931

These franking credits are currently not available for distribution to the members as the Credit Union is a
mutual organisation and therefore does not currently have permanent shares.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 7: CASH AND CASH EQUIVALENTS

2009 2008
$ $
Cash on hand 84,134 321,861
Deposits at call 4,712,106 1,155,700
Cash at bank - 511,808
4,796,240 1,989,369
NOTE 8: LOANS AND ADVANCES

2009 2008
$ $
Overdrafts 313,979 401,208
Term loans 121,776,143 126,310,461
Gross Loans and Advances 122,090,122 126,711,669

Less: Provision for impairment
- Specific provision (8,590) (9,752)
- Collective provision (121,410) (120,248)
Net Loans and Advances 121,960,122 126,581,669
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 8: LOANS AND ADVANCES continued

2009 2008
$ $
(@) Aggregate amounts receivable from related parties
Directors and Director-related entities
- loans to Directors (Note 19(b)) 1,835,708 2,464,053
(b) Concentration of Risk
The loan portfolio of the Credit Union includes loans
or groups of related loans which represents 10% or
more of member funds. The loan details of these
exposures are shown in Note 25(b).
The Credit Union has an exposure to groupings of
individual loans which concentrate risk and create
exposure to particular segments as follows:
- Queensland 118,732,201 122,432,550
(c) Provision for Impairment
Change to Income Statement
for bad and doubtful debts comprises:
Opening balance 130,000 130,000
Provisions for Impaired Loans and advances 1,162 1,850
Loans and advances written off (1,162) (1,850)
Closing balance 130,000 130,000
(d) Impairment of Loans and Advances
Non Accrual Loans with Specific Provision
Loan balance 9,752 11,738
Specific Provision for impairment (1,162) (9,752)
Net non-accrual Loans 8,590 1,986
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 9: HELD TO MATURITY INVESTMENTS

2009 2008
$ $
Bank receivables 26,554,521 16,706,737
Other ADISs' receivables 1,729,360 1,729,360
Other investments 9,500,000 5,000,000
37,783,881 23,436,097
Maturity Analysis
Not longer than 3 months 35,277,960 23,436,097
Longer than 3 and not longer than 12 months 2,505,921 0
37,783,881 23,436,097
NOTE 10: AVAILABLE FOR SALE INVESTMENTS
2009 2008
$ $
Unlisted shares at cost - Indue 73,538 73,538
QIld Country Credit Union 10 10
73,548 73,548
NOTE 11: PROPERTY, PLANT AND EQUIPMENT
2009 2008
$ $
(@) Plant, Equipment and Motor Vehicles
At cost 922,849 715,294
Accumulated depreciation (439,909) (600,586)
Total Plant, Equipment and Motor Vehicles 482,940 114,708
(b) Reconciliations
Motor Vehicles
Carrying amount at beginning 41,971 40,479
Additions - 26,428
Disposals - (12,739)
Depreciation expense (12,211) (12,197)
29,760 41,971
Plant and Equipment
Carrying amount at beginning 72,737 97,028
Additions 439,061 15,996
Disposals (12,036) (112)
Depreciation expense (46,582) (40,175)
453,180 72,737
482,940 114,708
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 12: INTANGIBLE ASSETS

2009 2008
$ $
Intangible Assets
At cost 85,461 316,773
Accumulated depreciation (49,502) (199,483)
Total Intangible Assets 35,959 117,290
Software
Carrying amount at beginning 117,290 172,033
Additions 39,251 -
Disposals (63,726) -
Amortisation expense (56,856) (54,743)
35,959 117,290
NOTE 13: OTHER ASSETS
2009 2008
$ $
Sundry Debtors 47,542 35,014
NOTE 14: BALANCES DUE TO OTHER BANKS
2009 2008
$ $
Bank Payables 141,559 27,484
141,559 27,484

26




NOTES TO THE FINANCIAL STATEMENTS

NOTE 15: DEPOSITS

2009 2008
$ $
Member Call Deposits (including withdrawable shares) 107,675,386 106,444,226
Member Term Deposits 34,447,951 24,204,875
142,123,337 130,649,101
(& Maturity analysis
At call 107,675,386 106,444,226
Not longer than 3 months 18,155,732 11,785,391
Longer than 3 and not longer than 12 months 13,525,197 11,092,912
Longer than 1 and not longer than 5 years 2,767,022 1,326,572
142,123,337 130,649,101
(b) Concentration of Risk
The deposit portfolio of the Credit Union includes
deposits or groups of related deposits which represents
10% or more of capital. The deposit details of these
exposures are shown in Note 25.
The Credit Union has an exposure to groupings of
individual deposits which concentrate risk and create
exposure to particular segements as follows:
- Queensland 136,341,404 123,777,057
NOTE 16: OTHER LIABILITIES
2009 2008
$ $
Other Creditors 110,076 146,765
Interest received in advance 242,960 394,523
353,036 541,288
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 17: PROVISIONS

2009 2008
$ $
Provision for employee benefits 495,724 417,026
495,724 417,026
Long Service Leave
Opening Balance 250,872 233,985
Benefits arising during year 35,505 24,111
Benefits utilised (4,486) (8,006)
Discount rate adjustment 12,743 782
At 30 June 294,634 250,872
Annual Leave
Opening Balance 166,154 163,924
Benefits arising during year 113,940 88,142
Benefits utilised (89,642) (81,688)
Discount rate adjustment 10,638 (4,224)
At 30 June 201,090 166,154
NOTE 18: RESERVES
2009 2008
$ $
General Reserves 18 (a) 22,292,663 21,275,298
Redeemed Preference Share Capital Account 18(b) 9,990 6,920
Accumulated Losses 18(c) - -
22,302,653 21,282,218
(@) General Reserves
(i) Nature and purpose of reserve
The general reserve contains amounts of retained
profits that have been set aside by Directors for the
purpose of funding specific projects that are
announced from time to time.
(i) Movements in reserve
Balance at the beginning of the year 21,275,298 21,413,918
Transfer from capital profits reserve - -
Transfer from retained profits 1,017,365 (138,620)
Balance at the end of the year 22,292,663 21,275,298
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 18: RESERVES continued

2009 2008
$ $
(b) Redeemed Preference Share Capital Account
Balance at beginning 6,920 3,450
Total shares paid out 3,070 3,470
Closing balance 9,990 6,920
Under the Corporations Act 2001 member shares are classified as redeemable preference shares.
The redemption of these shares is required under the Act to be made from profits. The value of
the shares that have been paid to members is in accordance with the terms and conditions of the
share issue and the redemption account represents the amount of profits appropriated.
(c) Reconciliation of Accumulated Losses
Retained profits at the beginning of year - -
Net profit / (loss) attributable to Members of Queensland
Professional Credit Union Ltd. 1,020,435 (135,150)
Total available for appropriation 1,020,435 (135,150)
Transfer to Redeemed Preference Share Capital Account (3,070) (3,470)
Aggregate of amounts transferred to general reserve (1,017,365) 138,620

18 (a)

Retained profits at end of year
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 19: RELATED PARTIES DISCLOSURES

Details of Directors

J. Strachan Chairperson

S. Barnard Director (Non-Executive)
B. McCallum Director (Non-Executive)
D. Bateson Director (Non-Executive)

G. Rutherford Managing Director (until 31 July 2009), Director (Non-Executive) appointed 1 August 2009

R. Donnet Director (Non-Executive) retired May 2009
D. Boyland Director (Non-Executive) retired March 2009
2009 2008
$ $
(@) Compensation of Directors and Key Management Personnel
Short Term Salary & Fees 508,124 414,280
Cash Bonus - -
Non Monetary Benefits 2,863 6,681
Other - -
Post Employment Superannuation 40,691 31,797
Retirement Benefits - -
Long Term Incentive Plans - -
Share-based Payment Options - -
Total 551,678 452,758
Total Performance Related 0% 0%
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 19: RELATED PARTIES DISCLOSURES continued

(b)  Transactions with Directors and Key Management Personnel of Queensland Professional Credit Union Ltd
Loans have been made to Directors and Key Management Personnel and families of Directors and
Key Management Personnel on terms and conditions no more favourable than those available on similar
transactions to Members of the Credit Union. The amounts disclosed below are for Directors and Key

Management Personnel and close family members of Directors and Key Management Personnel.

The terms and conditions in respect of all loans to Directors and Key Management Personnel and Associates
have not been breached.

Queensland Professional Credit Union Ltd has provided loans to the following Directors and Key
Management Personnel and Associates with the following aggregate amount outstanding at the balance date.

2009 2008
$ $

Aggregate amount outstanding at balance date 1,835,708 2,464,053
Aggregate amount of loans funded during the
financial year 534,555 1,018,495
Directors and Key Management Personnel Concerned:
- D E Boyland
- G K Rutherford
- J C Strachan
- S T Barnard
Aggregate amount of repayments received during the
financial year 1,975,419 1,407,168
Aggregate amount of interest received during the
financial year 193,980 136,055

Directors and Key Management Personnel Concerned:

- D E Boyland

- G K Rutherford
- J C Strachan

- S T Barnard

All loans are secured by first mortgages (Average rate at 30/06/09: 7.21%, 2008: 7.09%). All overdrafts

are unsecured (Average rate at 30/06/09: 14.79%, 2008: 14.57%). Overdrafts make up 1.34% (2008: 0.91%)
of total loans outstanding to Directors and Key Management Personnel and close family members of
Directors and Key Management Personnel.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 19: RELATED PARTIES DISCLOSURES continued

(©)

Transactions with Directors and Key Management Personnel of Queensland Professional Credit Union Ltd

Savings and Term Deposits made by Directors and Key Management Personnel and families of Directors and

Key Management Personnel on terms and conditions no more favourable than those available on similar
transactions to Members of the Credit Union. The amounts disclosed below are for Directors and Key
Management Personnel and close family members of Directors and Key Management Personnel.

The terms and conditions in respect of all savings and term deposits by Directors and Key Management

Personnel and Associates have not been breached.

2009
$

2008
$

Aggregate amount at balance date 1,856,881

Directors and Key Management Personnel Concerned:

- S T Barnard

- D M Bateson

- D E Boyland

- R J Donnet

- B W Mc Callum
- G K Rutherford
- J C Strachan

Aggregate amount of interest paid during the
financial year 121,443

Savings & Term Deposits make up 1.31% (2008: 1.42%) of total savings & term deposits balance

held by Queensland Professional Credit Union at the end of the year.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 20: EXPENDITURE COMMITMENTS

2009 2008
$ $
(@) Lease Expenditure Commitments for
non-cancellable operating leases
Minimum lease payments contracted for but not
provided for in the financial statements:
Not longer than 1 year 505,206 252,330
Later than 1 year not longer than 5 years 1,965,252 -
Aggregate lease expenditure contracted for at balance date 2,470,458 252,330
Operating Leases have an average lease term of 5 years with the rental linked to market reviews. As
which are subject of operating leases include office premises located at 85 George Street Brisbane.
(b)  Outstanding Loan Commitments
Loans and credit facilities approved but not funded
or drawn at the end of the financial year
Loans approved but not funded 2,420,966 3,454,079
Undrawn overdraft, line of credit and VISA 1,122,934 1,278,884
3,543,900 4,732,963
NOTE 21: CHARGE OVER ASSETS
A full equitable mortgage over all the assets and undertakings of the Credit Union exists in favour of Credit
Union Services Ltd.
NOTE 22: SEGMENTAL REPORTING
The Credit Union operates predominantly in the finance industry within Queensland. The operations comprise the
acceptance of deposits and the making of loans to members.
NOTE 23: DERIVATIVES
The Credit Union does not trade in derivative investments or any related financial transactions.
NOTE 24: AUDITORS REMUNERATION
2009 2008
$ $
Amounts received or due and receivable by Ernst & Young, the
Auditors of Queensland Professional Credit Union Ltd for:
Audit of the financial statements of the Credit Union 50,000 47,000
Regulatory audit requirements 16,000 16,000
66,000 63,000
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 25: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Credit Union’s principal financial instruments comprise loans and advances, deposits held to maturity investments,
cash and available for sale investments.

The Credit Union manages its exposure to key financial risk such as interest rate risk in accordance with the Credit
Union’s financial risk management policies. The objective of the policies is to support the delivery of the Credit Union’s
financial targets whilst protecting future financial security.

The main risks arising from the Credit Union’s financial instruments are interest rate risk, credit risk and liquidity risk. The
Credit Union uses different methods to measure and manage different types of risks to which it is exposed. They include
monitoring levels of exposure to interest rate risk and assessments of market forecast for interest rate prices. Liquidity
risk is monitored through the development of future rolling cash flow forecasts.

The Board reviews and agrees policies for managing each of these risks as outlined below. Primary responsibility for
identification and control of financial risks rest with the Audit Committee under the authority of the Board. The Board
reviews and agrees policies for managing each or risks identified below, including the setting of limits for interest rate
risks, credit allowances, and future cash flow forecast projections.

The financial risk management objectives and policies are consistent with prior year.

Credit risk

Credit risk arises from the financial assets of the Credit Union, which comprise cash and cash equivalents, Loans and
advances, Held to maturity and Available for sale investments. The Credit Union’s exposure to credit risk arises from
potential default of the counter party, with a maximum exposure equal to the carrying amount of these instruments.

It is the Credit Union’s policy that Loans and advances are subject to credit verification procedures including an
assessment of their independent credit rating, financial position and past experience. Risk limits are set for each
individual customer in accordance with parameters set by the Board. These risk limits are regularly monitored.
Concentrations of Credit Risk

The following groups represent concentrations of credit risk in financial assets held by the Credit Union.

2009 2008

$ $

Other ADIs' - Deposits 4,251,561 2,868,497
Banks - Deposits 40,086,643 21,282,677

The Credit Union’s membership is made up predominantly of Public Sector employees, their families and other persons
as approved by the Board of Directors. The majority of these Members reside in Queensland. (refer to Note 9 (b) and
Note 14 (b)).

Loans which represent 10% or more of Members Funds:

Concentrations of credit risk on loans or groups of related loans to individual Members (including associated Members)
greater than 10% of Members Funds are detailed as follows:

Total of Loans Number of Loans

2009 $6,854,875 2009
2008 $4,011,042 2008

34



NOTES TO THE FINANCIAL STATEMENTS

NOTE 25: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continued

Deposits which represent 10% or more of Members Funds:

Concentrations of deposits or groups of related deposits from individual Members (including associated Members)
greater than 10% of Members Funds are detailed as follows:

2009
2008

Total of Deposits
$2,366,061
$2,294,669

The following table shows the credit risk exposure on financial assets:

Held to maturity investments
Available for sale investments

The following loans are past due but not impaired as at balance date.

Loans & Advances

Past due 30-59 days

Past due 60-89 days

Past due 90-181 days

Past due 182-364 days
Past due 365 days and over

TOTAL

2009
Outstanding

Number of Deposits

2009 1
2008 1
2009 2008
37,783,881 23,436,097
73,548 73,548
2008

Outstanding

The following were loans impaired as at balance date.

Impaired Loans

Past due less than 90 days
Past due 90-182 days
Past due 182-273 days
Past due 273-365 days
Past due over 365 days

TOTAL

Balance Collateral Held Balance Collateral Held
- - 19,141 -
122,303 282,500 124,820 256,800
122,303 282,500 143,961 256,800
2009 2008
Amount Amount
Total Impaired  Net Total Impaired  Net
10,202 4,081 6,121 96 38 58
3,091 1,858 1,233 159 78 81
- - - 4,616 2,769 1,847
2,651 2,651 - 6,867 6,867 -
15,944 8,590 7,354 11,738 9,752 1,986

Collateral and other credit enhancements

The amount or type of collateral required depends on an assessment of the credit risk of the counterparty. Guidelines are
implemented regarding the acceptability of types of collateral and valuation parameters.

The main types of collateral obtained are as follows:

e For commercial lending, charges over real estate properties, inventory and trade receivables
e For retail lending, mortgages over residential properties
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 25: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continued

Management monitors the market value of collateral, requests additional collateral in accordance with the underlying
agreement, and monitors the market value of collateral obtained during its review of the adequacy of the allowance for
impairment losses. It is the Credit Union’s policy to dispose of repossessed properties in an orderly fashion. The
proceeds are used to reduce or repay the outstanding claim. In general, the Credit Union does not occupy repossessed
properties for business use.

The credit quality of financial assets is managed by the Credit Union via the credit risk policies in place.
Liquidity risk and funding management

Liquidity risk is the risk that the Credit Union will be unable to meet its payment obligations when they fall due under
normal and stress circumstances. To limit this risk, management has arranged diversified funding sources in addition to
its core deposit base, manages assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis.

This incorporates an assessment of expected cash flows and the availability of high grade collateral which could be used
to secure additional funding if required.

The Credit Union maintains a portfolio of highly marketable and diverse assets that can be easily liquidated in the event
of an unforeseen interruption of cash flow. The Credit Union also has committed lines of credit that it can access to meet
liquidity needs. The liquidity position is assessed and managed under a variety of scenarios, giving due consideration to
stress factors relating to both the market in general and specifically to the Credit Union. The most important of these is to
maintain limits on the ratio of net liquid assets to customer liabilities, set to reflect market conditions. Net liquid assets
consists of cash, short term bank deposits and liquid debt securities available for immediate sale, less deposits for banks
and other issued securities and borrowings due to mature within the next month.

The table below summarises the maturity profile of the Credit Union’s financial liabilities at 30 June 2009.

Lessthan 3 3to 12 12-24 Over 24
On Demand months months months months Total

As at 30 June 2009

Financial liabilities

Due to other banks 141,559 - - - - 141,559
Deposits 107,675,386 18,155,732 13,525,197 2,762,022 5,000 142,123,337
TOTAL 107,816,945 18,155,732 13,525,197 2,762,022 5,000 142,264,896
As at 30 June 2008

Financial liabilities

Due to other banks 27,484 - - - - 27,484
Deposits 106,444,226 11,785,391 11,092,912 1,171,572 155,000 130,649,101
TOTAL 106,471,710 11,785,391 11,092,912 1,171,572 155,000 130,676,585
Market risk

The Credit Union is exposed to interest rate risk and operational risk. It is not exposed to equities and currency risk
Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of

financial instruments. The Board has established limits on the interest rate gaps for stipulated periods. Positions are
monitored on a daily basis and strategies are used to ensure positions are maintained within the established limits.
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 25: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continued

The following table demonstrates the sensitivity to a reasonable possible change in interest rates, with all other variables
held constant, of the Credit Union’s income statement.

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the net interest income
for one year, based on the floating rate non-trading financial assets and financial liabilities held at 30 June 2009. The
sensitivity of equity is calculated by revaluing fixed rate available-for-sale financial assets at 30 June 2009 for the effects
of the assumed changes in interest rates. The sensitivity of equity is analysed by maturity of the asset. The total
sensitivity of equity is based on the assumption that there are parallel shifts in the yield curve, while the analysis by
maturity band displays the sensitivity to non-parallel changes. The assumptions and methods in preparing the sensitivity
analysis is consistent in prior years.

Carrying

Amount +100 bps of AUD IR -50 bps of AUD IR
30 June 2009 Profit Other Equity Profit Other Equity
Cash and liquid assets 4,796,240 34,267 (17,133)
Loans and advances 121,951,532 1,227,423 (616,187)
Held to maturity investments 37,783,881 236,787 (118,394)
Deposits (142,123,337) (1,249,712) 618,467

248,765 (133,247)

Tax charge of 30% 74,630 (39,974)
After tax increase / (decrease) 174,136 174,136 (93,273) (93,273)
30 June 2008

Carrying

Amount +100 bps of AUD IR -50 bps of AUD IR

Profit Other Equity Profit Other Equity
Cash and liquid assets 1,989,369 50,354 (25,175)
Loans and advances 126,581,669 1,181,403 (590,688)
Held to maturity investments 23,436,097 307,219 (153,622)
Deposits (130,649,101) (1,304,380) 652,200
234,596 (117,285)

Tax charge of 30% 70,379 (35,186)
After tax increase / (decrease) 164,217 164,217 (82,100) (82,100)
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 25: FINANCIAL INSTRUMENTS

Interest Rate Risk

The Credit Union’s exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets and financial liabilities is set out below:

2009

(i) Financial Assets $ $ $ $ %

Cash and liquid assets 4,712,106 - - 84,134 4,796,240 2.13%
Held to maturity investments - 37,783,881 - - 37,783,881 4.23%
Loans and advances 111,220,011 10,331,629 399,892 - 121,951,532 6.90%
Available for sale investments - - - 73,548 73,548 N/A|
TOTAL 115,932,117 48,115,510 399,892 157,682 164,605,201

(ii) Financial Liabilities $ $ $ $ %
Balances due to other banks - - - 141,559 141,559 N/A|
Deposits 107,624,335 31,680,929 2,767,022 51,050 142,123,337 5.19%
TOTAL 107,624,335 31,680,929 2,767,022 192,609 142,264,895 5.19%
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 25: FINANCIAL INSTRUMENTS continued

Interest Rate Risk

The Credit Union’s exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets and financial liabilities is set out below:

2008

Financial Instruments

Floating Interest

Fixed Interest Rate maturing in:

1 year or less

Over 1to 5 years

More than 5 years

Non-interest

Total carrying
amount as per

Weighted averege -
Effective interest

Rate bearing Balance Sheet rate

(i) Financial Assets $ $ $ $ $ $ %

Cash and liquid assets 1,155,700 - - - 833,669 1,989,369 5.88%
Held to maturity investments - 23,436,097 - - - 23,436,097 8.12%
Loans and advances 84,475,209 36,637,505 5,468,954 - - 126,581,668 7.73%
Available for sale investments - - - - 73,548 73,548 N/A
TOTAL 85,630,909 60,073,602 5,468,954 - 907,217 152,080,682

(i) Financial Liabilities $ $ $ $ $ $ %
Balances due to other banks - - - - 27,484 27,484 N/A
Deposits 106,391,187 22,878,303 1,326,572 - 53,040 130,649,102 6.06%
TOTAL 106,391,187 22,878,303 1,326,572 - 80,524 130,676,586 6.06%
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 25: FINANCIAL INSTRUMENTS continued

Terms, Conditions and Accounting Policies

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

goods and services received, whether or not billed to the Credit

Union.

Recognised Statement of

Financial Balance Sheet Accounting Policies Nature

Interests Notes

(i) Financial Assets

Short-term deposits 7.8,9 Short-term deposits have an average maturity of 50 days and
Short-term deposits are stated at the lower of cost and net effective interest rates of 3.68% to 5.05% (2008: 7.88% to
realisable value. Interest is recognised when earned. 8.4%)

Loans and Advances 10 The loan interest is calculated on the daily balance outstanding |All housing loans are secured by registered mortgages. The

- Overdrafts and is charged in arrears to a customer's account on the last  Jremaining loans are assessed on an individual basis.

- Credit Cards day of each month. Loans and advances are recorded at their

- Term Loans recoverable amount. Further details on the classification for

- Other loans is in Note 2.

(ii) Financial Liabilities

Balances due to other banks 14 The borrowings are carried at thte principal amount. If interest JAmounts due to other financial institutions are
is charged, it is recognised as an expense as it accrues. non-interest bearing.

Deposits 15 Deposits are recorded at the principal amount. Details of maturity terms are set out in Note 15. Interest is

calculated on the daily balance outstanding.
Other Liabilities 16 Liabilites are recognised for amounts to be paid in the future for

Trade liabilities are normally settled on 30 day terms.
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 25: FINANCIAL INSTRUMENTS continued

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail
to perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial
loss. The Credit Union cannot expect to eliminate all operational risks, but through a control framework and by monitoring
and responding to potential risks, the Credit Union is able to manage the risks. Controls include effective segregation of
duties, access, authorisation and reconciliation procedures, staff education and assessment processes.

Fair Value of Financial Instruments

Set out below is a comparison by category of carrying amounts and fair values of all of the Credit Union’s financial
instruments recognised in the financial statements.

The net fair value estimates were determined by the following methodologies and assumptions:

a) The carrying values of cash, liquid assets, accrued receivables, investment securities, loans and advances and
other investments approximate their net fair values.

b) The net fair value of receivables due from other financial institutions are determined by valuing them at cost and
including an interest accrual based on effective interest rates at balancing date.

C) The carrying value of payables due to other financial institutions and creditors approximate their net fair value.

d) The net fair value of Member deposits represents the carrying value plus the total of interest accrued based on
effective interest rates at balance date.

2009 2008
Carrying Net Fair Carrying Net Fair
Value Value Value Value
$ $ $ $
Assets
Cash and liquid assets 4,796,240 4,796,240 1,989,369 1,989,369
Held to maturity investments 37,783,881 37,783,881 23,436,097 23,436,097

Available for sale investments 73,548 73,548 73,548

Loans and advances 121,960,122 121,960,122 126,581,669
Liabilities

Balances due to other banks 141,559 141,559 27,484
Deposits 142,123,337 142,123,337 130,649,101

NOTE 26: SUPERANNUATION COMMITTMENTS

As at 30 June for each of the financial periods, there exists superannuation benefit plans in which the Credit Union
participates. The principal type of benefit provided is a lump sum benefit. The basis of contribution to the plans is as
follows:

a) The Credit Union contributes to a multi-industry superannuation fund, the trustee of which is Sunsuper Pty Ltd.
The fund provides for accumulation benefits for its members. Employees are not required to contribute to the
fund. The Credit Union has a legally enforceable obligation to contribute to the fund at the rate determined by
the relevant industrial award or government legislation. As the plan provides for accumulation benefits for its
Members, actuarial assessment is not required.

b) The Credit Union contributes to employee superannuation funds, by paying an agreed amount of some
employees’ gross salary to the plan by way of salary sacrifice. All funds to which the Credit Union contributes
are “complying funds” in terms of the Superannuation Industry (Supervision) Act 1993. As the funds provide for
accumulation benefits, actuarial assessment is not required.
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 26: SUPERANNUATION COMMITMENTS continued

To the extent of the Credit Union’s participation in the plans and to the best knowledge of the Credit Union,
funds are available for the purpose of the plans to satisfy all benefits that would have been vested under the
plan in the event of:

- termination of the plan; or

- voluntary termination of the employment of each employee of the Credit Union on the initiative of that
employee; or

compulsory termination of the employment of each employee of the Credit Union by the Credit Union.

NOTE 27: EVENTS AFTER THE BALANCE SHEET DATE
There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction

or event of a material and unusual nature likely to affect significantly the operations of the Credit Union, the results of
those operations, or the state of affairs of the Credit Union, in subsequent financial years.

NOTE 28: STATEMENT OF CASH FLOWS
(@) Reconciliations of cash
For the purposes of the Statement of Cash Flows, cash includes cash on hand and “at bank” and short term

deposits “at call” net of outstanding bank overdrafts. Cash at the end of the financial year as shown in the
Statement of Cash Flows is reconciled to the related items in the Balance Sheet as follows:

2009 2008

$ $

Cash 84,134 321,861
Deposits at Call 4,712,106 1,155,700
Cash Receivables - 511,808
Bank Payables (141,559) (27,484)
4,654,681 1,961,885

(b) Cash flows presented on a net basis
Cash flows arising from the following activities are presented on a net basis in the Statement of Cash Flows:

cash receipts and payments for the acceptance and repayment of deposits with a fixed maturity date
the placement of deposits with and withdrawal of deposits

cash advances and loans made to customers and the repayment of those advances and loans.
purchases of and redemptions of investment securities.

el N S
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 28: STATEMENT OF CASH FLOWS continued

(c) Reconciliations of operating profit after income tax to net cash provided by operating activities

2009 2008
$ $

Net profit / (loss) after income tax 1,020,435 (135,150)
Adjustments for:
Depreciation 58,793 52,372
Amortisation 56,856 54,743
Changes in assets and liabilities
(Decrease)/increase in interest payable 207,163 (81,459)
(Increase)/decrease in interest receivable on held 86,103 (14,447)
to maturity investments
Loss on treasury loan investment write-off - 2,000,000
Increase/(decrease) in interest received in advance (151,563) 92,196
Increase/(decrease) in rent abatement (46,535) (43,663)
Increase/(decrease) in income taxes payable 319,351 (462,241)
Decrease in previous years tax expense - (42,249)
Increase/(decrease) in accrued expenses 155,201 9,407
(Increase)/decrease in deferred tax asset 13,995 (64,731)
Net cash from operating activites 1,719,799 1,364,778

NOTE 29: CAPITAL

The Credit Union maintains an actively managed capital base to cover risks inherent in the business. The
adequacy of the Credit Union’s capital is monitored using, among other measures, the standards and ratios
determined by the Australian Prudential Regulatory Authority (APRA).

During the past year, the Credit Union had complied in full with all its externally exposed capital requirements.

This is consistent in the current financial year.

The primary objectives of the Credit Union’s capital management is to ensure the Credit Union complies with
externally imposed capital requirements and the Credit Union maintains healthy capital ratios in order to support

its business and to maximise member value.

Actual 2009 Required 2009 Actual 2008 Required 2008
Regulatory capital $ $ $ $
Tier 1 capital 21,993,117 5,705,827 20,879,664 5,564,644
Tier 2 capital - - - -
Total capital 21,993,117 5,705,827 20,879,664 5,564,644
Risk Weighted Assets 71,322,842 69,601,742
Tier 1 capital ratio 30.84% 30.00%
Total capital ratio 30.84% 30.00%

43



Directors Declaration
In accordance with a resolution of the Directors of Queensland Professional Credit Union Ltd, | state that:
In the opinion of the Directors:
a) the financial statements and notes of the Credit Union are in accordance with the Corporations Act 2001, including:
(i) giving a true and fair view of the Credit Union’s financial position as at 30 June 2009 and of its
performance for the year ended on that date; and

(i) complying with Accounting Standards and Corporations Regulations 2001; 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.

On behalf of the Board

J C Strachan (Chairman)
Brisbane
31 August 2009
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Independent auditor’s report to the members of Queensland Professional Credit Union Ltd

We have audited the accompanying financial report of Queensland Professional Credit Union Ltd (the credit union),
which comprises the balance sheet as at 30 June 2008, and the income statement, statement of changes in equity and
cash flow statement for the year ended on that date, a summary of significant accounting policies, other explanatory
notes and the directors’ declaration.

Directors’ Responsibility for the Financial Report

The directors of the credit union are responsible for the preparation and fair presentation of the financial report in
accordance with the 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.

Auditor’s 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 financial
report. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement
of the financial report, whether due to fraud or error. In making those risk assessments, we consider internal controls
relevant to the entity’s preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal controls. An audit also includes evaluating the 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.

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

In conducting our audit we have met the independence requirements of the Corporations Act 2001. We have given to
the directors of the company a written Auditor’'s Independence Declaration, a copy of which is included in the directors’
report. In addition to our audit of the financial report, we were engaged to undertake the services disclosed in the notes
to the financial statements. The provision of these services has not impaired our independence.

Auditor’s Opinion

In our opinion:
1. the financial report of Queensland Professional Credit Union Ltd is in accordance with the Corporations Act
2001, including:
(1) giving a true and fair view of the financial position of Queensland Professional Credit Union Ltd at 30
June 2009 and of its performance for the year ended on that date; and

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

2. the financial report also complies with International Financial Reporting Standards as issued by the International
Accounting Standards Board.

Ernst & Young

Mark Phelps
Partner
Brisbane
31 August 2009
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CONTACT DETAILS

Queensland Professional Credit Union Ltd
85 George Street, (Cnr George & Mary)
BRISBANE QLD 4000

Postal Address
PO Box 12140
GEORGE STREET QLD 4003

Telephone 07 3221 6444
Freecall 1800 172 054
Q Phone 1300 360 620
Accounts 07 3221 4631
Loans 07 3114 5095

www.gldprofcu.com.au
contact@gqldprofcu.com.au

ABN 81 087 651 045
AFSL 239562






